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Economic Development
within the Context of patterns of Structural Changes
Dr. Ahmed Ibraihi Ali
Abstract

Economic development is a multidimensional process involving deep, long-term
structural changes to foster Economic Growth, reduce poverty, and broadly
improve the human condition and quality of life, as evidenced by the economic

history of advanced economies and cross-sectional analyses of global trends.

This structural transformation shifts an economy from traditional, low-productivity
activities toward higher-productivity sectors. Because public finance functions to
provide infrastructure and public services, it logically evolves in tandem with these

structural shifts.

However, a massive influx of oil rents—as an external revenue source independent
of domestic development—skews economic structures by triggering the Dutch
Disease and the resource curse. This influx renders domestic non-oil goods
globally uncompetitive, shrinking non-oil sectors and creating widespread
disguised unemployment within the government sector. The economic mechanisms
driving these distortions include the spending effect, which inflates the demand for
and price of non-tradable goods (primarily services) beyond levels compatible with

the country's development stage.



Concurrently, cheap imports financed by foreign exchange reserves make domestic
agricultural and manufacturing exports uncompetitive internationally, while

investment is disproportionately diverted to non-tradable activities.

This study analyzes global structural trends and examines the Iragi economy within
this framework. By reviewing the developmental trajectories of China and South
Korea—countries at similar or lower developmental stages than Iraq in the
1960s—this paper seeks to reintegrate public finance into its broader economic
context. Ultimately, the study demonstrates that the government budget will
inevitably reach a dead end unless it is bound to a comprehensive macroeconomic

framework and the strategic requirements of economic development.
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