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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 33.7 million
GDP (PPP): $238.6 billion
8.4% growth in 2012
5-year compound annual growth 7.1%
$7,080 per capita
Unemployment: 16.0%
Inflation (CPI): 6.1%
FDI Inflow: $2.5 billion
Public Debt: 34.2% of GDP

Iraq remains unranked in the 2014 Index because of the lack 
of sufficiently reliable data on economic freedom within 

the country. The Iraqi economy has slowly recovered from 
the hostilities that began in 2003, but progress has been 
uneven, and the country faces continuing political and secu-
rity challenges. Iraq was last graded in the 2002 Index, when 
it received an overall score of 15.6.

With its economic growth highly volatile, Iraq’s ongoing eco-
nomic reconstruction, though facilitated by the oil sector and 
foreign economic aid, has been fragile. Political instability and 
corruption continue to undermine the limited progress made 
in past years.

Operating well below potential, the Iraqi economy is bur-
dened by systemic problems. A lack of transparency exac-
erbates the negative impact on entrepreneurial activity of 
inefficient business regulations, forestalling the emergence of 
a dynamic private sector. The economy lacks effective mone-
tary and fiscal policies. The weak state of the financial system, 
coupled with its limited role within the economy, hampers 
investment and the everyday operation of businesses.

BACKGROUND: Prime Minister Nuri al-Maliki’s Shia-dom-
inated coalition government has lost support among Sunni 
Arabs and Kurds, who charge that he has adopted a sectarian 
agenda. The Sunni Arab minority staged a series of protests 
beginning in 2012 that threatened to devolve into a renewed 
civil war unless their complaints of marginalization were 
addressed. Iraq’s state-dominated economy grew by over 9 
percent in 2011 and over 10 percent in 2012, propelled by high 
oil prices and the recovery of the oil industry, which provides 
more than 90 percent of government revenue. Oil exports 
rose to 2.6 million barrels per day, a 30-year high. Inadequate 
infrastructure, weak property rights, bureaucratic red tape, 
and widespread corruption continue to impede development.
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THE TEN ECONOMIC FREEDOMS

Corruption is pervasive at all levels of government. There are widespread reports of demands 
by officials for bribes, mismanagement of public funds, payments to “ghost” employees, salary 
skimming, and nepotism. Although judicial independence is guaranteed in the constitution, 
judges are subject to immense political and sectarian pressure and are viewed by the public as 
corrupt or ineffective. Property rights are not well protected.

Application of existing regulations has been inconsistent and non-transparent. Starting a new 
business has become easier, but obtaining operating licenses takes over four months. In the 
absence of a well-functioning labor market, informal labor activity persists. The state uses oil 
revenues to subsidize basic services such as water and housing, and total subsidies for oil, natu-
ral gas, and electricity equal nearly 20 percent of GDP.

Trade flows remain far below potential as broad-based commercial activity is still suppressed. 
Numerous non-tariff barriers add to the cost of trade. Iraq is open to foreign investment in 
principle, but bureaucratic inertia, policy uncertainty, and security concerns deter investment 
growth. State banks dominate credit markets, and the largely cash-based economy lacks the 
infrastructure of a fully functioning modern financial system.

Iraq’s individual and corporate income tax rates are 15 percent. Oil and gas companies pay a 
higher rate. Few other taxes exist. The overall tax burden is less than 2 percent of gross domes-
tic income. Public expenditures are over 40 percent of GDP, and public debt is 34 percent of the 
domestic economy. The government relies heavily on oil revenues.
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