
I DECLASSIAED 1 · 

~' C\HlSulting .m. C1roup 

Iraq 2003: The Economy 

Postwar Perspectives for Trade and Investment 

0 PA Knowledge UmJted 2003 

Prepared for: Ambassador Robin Raphel 

Prepared by: Judith Bamett 

PA ~~rjs.Group 
1750 Pennsylvan~ Av.eniJe, NW 

·. ·· · . . . ' S~ite 1 OQO 
Washlngt0n·, DC. 20QQ6 
·_.,Tel: +12024142~ 
Fax: +1 202·442=2001 · 
www.paconsUi~ng~m 

Version: 1.0 

,. DECLASSIFIED BY.....;. --...---..a~­

OATE OCf- //- 2W7 Iraq 2003: The Economy 3l20I03 

FOIACASE# 



Saddam's Cabinet: The Council'of Ministers (U) 

Mlnlsten (U) 

President & Prime Mlnlster--Saddam Husayn 
Vice President-Taha Maruf 
Vice President- Taha Y 11sin Ramadan 
Dep. Prime Mln.-Tariq Aziz 
Dep. Prime Mln.-Hikmat al-Azzawi 

Dep. Prime Mln.- Ahrnad al-Khudayir 
Dep. Prime Mln.- Abd al-Tawab al-Huwaysh 
Min. of Agriculture-Abd al-llah al-Salih 
Min. of Awq1f & Religious Affaln- Abd al-Munim 

Sa lib 
Min. of Culture-Hamid YusufHammadi 
Min. of Defense-Lt. Gen. Sultan Hashim al-Jabburi 

Tai 
Min. of Education-Fahd Shaqrah 
Min. of Flnance--Hikmat al-Azzawi 
Min. of Foreign Affairs- Naji Sabri al-Hedithi 
Min. of Hea.ltb-Umid Mubarak 
Min. of Higher Educ1tlon & Scienttnc Research­

Dr. Humarn Abd al-Ghafur 
Min. of Housing & Reconstruction- Maan Abdallah 

al- Sarsam 
Min. of Industry & Mlnerals- Muyassar Raja Shalah 
Mln. of Information- Muhammad al-Sahhaf 
Min. of Interior- Mahmud al-Ahmad 

·Min. of lrrig1tion-Rasul al-Swadi 
Min. of Justlco-Mundhir Ibrahim al-Shawi 
Min. of Labor & Social Affairs- Mundhir Mudhafar 

al-Naqshabandi 
Min. of Military lnduslriallzatlon-Abd al· Tawab ai-

Huwaysh AJ 
Mirn. of Oil ..Ainu al-Ubay® ~,,.:, ;JIJ..J .4zh fJ•r 
Mirn. of Planning-Hasan Abd al-Munim al-Khatab 
MIJD. of Tr.de-Muhammad Mahdi al-Salih 
Min. of Transport & Com.munlcatlon--Dr. Ahmad 

Khalil 
Min. of State-Abd al-Wahhab al-Atrush 
Min. of State--Arshad al-Zibari 
Min. of State for Military Affairs-Staff Gen. Abd al-

Jabbar Shanshal 
Adviser to the Pres.- Dr. Safa Habubi 
Adviser to the Prcs.-Nizar al-Qasir 
Adviser to the Pres.- Barzan al-Tikriti 
Adviser to the Pres.- Watban al-Tikriti 
Adviser to the Pres. for MiHtary Affalrs- Sadi al-

Jabburi 
Govenior, Central Bank- Isam al-Huwaysh 
He.ad of Interests Section in the US-Alcram al-Duri 
Permanent Representative to the UN, New York-

Muhanunad al-Dwi 
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17 Working Groups 

• Transitional Justice 
• Public Finance 
• Public Outreach 

Development 
• Democratic Principles 
• Water, Agriculture & the 

Environment 
• Public Health & 

Humanitarian Needs 
• Defense Policy 
• Local Government 

• Economy & Infrastructure 
• Civil Society Capacity­

Building 
• Transparency & Anti-

Corruption 
• Education 
• Return of Refugees 
• Building a Free Media 
• Foreign Policy 
• Oil & Energy 
• Preserving Cultural Heritage 
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CONTACTS LIST 

AGRICULTURE 

• Prof. Kassim Al-Khatib 

• Prof. Sorkel Kadir 

• Prof. Mahdi M. Al-Kaisi 

Possible : 

• Mohammad Sait Ketane 

• Shi.men Khamo 

• Dr. Akram Aljaff 

• Dr. Hussein al-Atiyyah 

AWQAF & RELIGIOUS AFFAIRS 

• No one announced or contacted until after Liberation -- at a 
minimum -- will need more from each major religious group': 

• Ayatollah Siatani. 

• Seyed Mohammed Bahr Al·Oloum. Member of 65-person Followup 
and Coordinating Committee. 

• Seyed Abdul Majid al-Xboa'i , Secretary General, Al-Khoe'i 
Foundation, London . Member of 65-person Followup and 
Coordinating Committee. 

CULTURE 

• Shameem Rassam 

• Ghal eb Shahbander 

• [Awaiting Preserving Iraq's Cultural Heritage WG.] 

EDUCATION and HIGHER EDUCATION & SCIENTIFIC RESEARCH 

• Hind Rassam 

• Raya Barzanji 

• Edward Odisho 

• Mahmoud Darwish 
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For Science: 

• Emmanuel Kamber 

FINANCE 

• Dr. Salah al-Shaikhly 

• Dr . Sinan al- Shabibi 

• Sabri Zire Al-Saadi 

Special role : 

• Carole al-Basri, anti - corruption expert. 

FOREIGN AFFAIRS 

• [Awaiting res ul t s of Foreign Policy WG. ] 

• Rend Rahi m Francke 

• Qubad Talabani 

• SaJni Abdul Rahman 

HEALTH (to be renamed HEALTH AND ENVIRONMENT) 

• Dr. Maha Hussain 

• Dr . Ali Al-Attar 

• Dr . Mahmoud Thamer 

• Dr . Mohammed s. Ogaily 

• Dr . Nabil P . Al-Baldawi 

• Dr . Ghida Al-Juburi 

• Dr . Amer Al Juburi 

• Dr . Ays er Chalabi 

• Dr . Lena Al-Sarraf 

• Mazin Enwiya 

• Ramsey Jiddou 

• Dr . Saud Amer 

• Dr . Parhan Bakir 
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• Dr . Maj id Alousi 

• Dr Hamid Muntheri 

• Dr. Hazim Safi 

• Dr. Hussain Tuma 
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• Dr. Mohammed Al-Ibrahim 

• Dr . Adil Al-Humadi 

• Dr . Mona Hanna 

• Dr. Hatem Mukhli s 

• Dr. Moiyed Al-Husseini 

• Ms. Tara Aziz 

• Dr . Ilham Heather Al Sarraf 

Possible: 

• Dr . Salih Al-Wakil 

• Dr . Heewa Faraj 

• Dr . Ayman Rayes 

• Dr . Roseteres Warda 

• Dr . Adil Shamoo 

• Dr . Rizkar Amin 

• Dr . Imad Y. Al-Manseer 

• Dr . Haval Saasll a 

• Dr . Ali Sindi 

• Dr . Mazin Sabri 

• Dr . Emile To tone hi 

• Dr . Has am Palih 

HIGHER EDUCATION & SCIENTIFIC RESEARCH 

• [See Educat ion . ] 
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HOUSING AND RECONSTRUCTION 

• [Awaiting Refugees & IDP's WG. Reconstruction 
responsibilities may be transferred to Tr ade Ministry .] 

INDUSTRY AND MINERALS -- aee TRADB 

INFORMATION 

• [Awaiting Free Media WG. The Mini s t r y of Infor mation i n i t s 
present form will be shut down. During stabilization, media 
will be cont rolled by US/Coalition, which will uti l ize 
cont r actors to provide content. During t ransition, operation 
of individual TV, radio and print outlets wi l l be 
decentralized. TV stations could go to universi t y journalism 
schools. Will need program managers/managing editors . ] 

• [An Iraqi Government press office will be needed for 
transit i onal period, but spokespeople will depend on Iraqis. 
Eventually, government ministries will have own press 
off ices.] 

• Gha•san al- Ati yyah 

INTERIOR 

• Or. Talib al-Hamdani 

• Seyed Abdul Majid al- Khoe'i 

• Lai th Kubba 

• Ibrahim Jamalaldeen 

• Mohammed Abdul J a.bbar 

• Suhair al-Mousa lly 

• Abdul 'Al Shalaiba 

• Parouk Ridha 

• Habib Hurmuzlu 

• Hu•sein al-Rakkabi 

• Ammar Shahbandar 

IRRIGATION 

• Dr . Azzam Alwa•h 
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• Jawad Alwash 

• Dr. Hedeff Essaid 

Possible: 

• Yousif Kharaka 

• Dr . Ali Hanoosh 

JUSTICE 

Judicial Council: 

• The Justice Ministry, the courts and the legal profession 
would be overseen by a Judicial Council that would include 5 -
lO Iraqis from outside Iraq or the north, and 3-5 I raqis from 
central and sout hern I raq. Free Iraqi members of the Judicial 
Council: 

• Faisal Istrabadi 

• Judge Tareq al-Salih 

• J udge Reyadh Abdul Majid al- Kabban 

• Sermid al-Sarraf 

• Judge Fuad Redah 

• Judge Zuhair Abboud 

• Mohnem al-Khatib 

• Noury Lutayef 

• [KDP choice.) 

• [PUK choice . ) 

• [Six o t hers from inside Iraq.) 

Other Names: 

• Mohammed Al-Jabari 

• Louay Bahry 

LABOR AND SOCIAL AFFAIRS 

• Suzan Ali 

• Bakhtiar Amin 
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• Safia Souhail al-Tilllimi 

• Rakiyah al-Kaysai 

• Ghanem Jawad 

• [For Labor, see peopl e listed under T'rad e, bel ow, ] 

OIL 

• Dr. Ibrahim Bahr Alolom 

• Sherzad Nazhat 

• Sahib Mahdi Al-Hussaini 

• Dr. Padhil J. Chalabi 

• Belal G. Atiyyab 

• Dunia Chalabi 

• Moh&mll\ed Ali Zainy 

• Mufit Akkoyunlu 

• Nawzad Omar Dizai 

Possibles 

• Ghassan Raasam 

• Thamir Al-Uqaili 

PLANNING 

• [See i ndi viduals listed under Fi nance, above, a nd Trade, 
below .] 

TRADE ( to be renamed DEVELOPMENT AND TRADE), INDUSTRY AND 
MINERALS, and MILITARY INDUSTRIALIZATION MINISTRY 

• Nasreen Sadeek 

• Aiham Alsamsnarae 

• Muhanned Eshaiker 

• Hasaan Al-Khatib 

• Emad Dhia 

• Baba Al-Shabib 
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1. INTRODUCTION 

Iraq is a nation of 24 million, and importantly, 41 % are under 14 years old. The population 
growth rate is 2.82%. The nation had a GDP, in purchasing power parity, of$ 59 billion In 
2001 . The real growth rate in that year was 5.7%, and Inflation reported to be between 50%-
60% (down from 100% five years ago). Imports are at approximately $ 11 billion, mainly 
comprised of food, medicine, and manufactured goods. Leading import partners are France, 
Australia, China, and Russia. Exports are at $ 15.8 billion, mainly In the crude oil and oil 
products sectors. Nearly half of all exports (46.2%) go to the United States, far less (12%) to 
Italy, then France and Spain. (CIA. The Wor:l.d Factbook. 2002) 

The economy of Iraq is dominated by the oil sector. In the 1980s, problems stemming from 
massive expenditures in the eight-year war with Iran led Iraq to austerity measures, then 
rescheduling of foreign debt payments currently estimated at $ 140 billion (including debts to 
Gulf states and Russia). After that war ended In 1988, a war in which Iraq lost about $ 100 
billion, oil exports gradually increased until 1990, when Saddam Hussein decided that Kuwait 
was "stealing" oil and invaded that country in August. The Gulf War was highly destructive to 
the Iraqi economy and despite growing trade In recent years, Iraq's people have depended on 
the United Nations' Oil for Food program (which essentially was halted in mid-March, 
although billions of dollars in contracts are outstanding) for medicine, food, and some 
infrastructure spare parts. 

In the recent past, Iraq has been attempting to create economic ties with various Arab (and 
non-Arab) countries. In January 2001 , Iraq signed free-trade deals with Egypt and Syria. 
Egypt became Iraq's fifth largest trade partner with over $ 2 billion in trade. In March 2002, at 
an Arab summit In Beirut, Iraq pledged "non-interterence" in Kuwait's internal affairs and 
recognition of Kuwait's borders. 

In all, Iraq has ten free trade agreements (which can have varying provisions and actual 
implementation) with Arab states: Algeria, Egypt, Lebanon, Qatar, Oman, Sudan, the United 
Arab Emirates, Syria, Tunisia, and Yemen. Generally these are agreements to phase out 
customs duties and ease the flow of goods. These agreements often were outside the oil·for­
food program and therefore, began well-used structures for evading sanctions. 

Unfortunately, information on a diversity of sectors, other than oil, gas, and agriculture, is 
scant and unreliable. In that the oll and gas sectors will have numerous waiting suitors after 
the War, it is the technology, food, medical, and other industries that will have the greatest 
need for creative programs for development. 

The Oil Industry 

Iraq Is estimated to have 112 billion barrels of proven oil reserves, the second largest in the 
world, but this may be a low estimate due to years of sanctions, war, and an unreliable and 
corrupt resource policy. Iraq's oil production costs are among the lowest in the world, making 
it highly attractive as an investment prospect. 

The oil industry has not had access to the state-of-the-art oil industry technology, spare pans, 
and investment in general. Many believe that Iraq has been utilizing questionable engineering 
techniques (over pumping, flooding) and outdated technology. This has probably caused 
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1. Introduction ... 

damage to some oil reservoirs over time. In ear1y 2002. Iraq's Oil Minister stated that only 24 
of 73 oil fields were producing. 

Proven oil reserves are not distributed evenly throughout the country. Before Iraq's invasion 
of Kuwait in 1990, about two-thirds of Iraq's production was coming out of the southern fields, 
home to Shi'ite Muslims who compose the majority of Iraq's population but have little 1power 
(Hussein is a Sunni Muslim from Tlkrit). 

As of October 2002, Iraq had signed several multi-billion dollar deals with foreign oil 
companies generally from China, France, and Russia. The Deutsche Bank estimates these 
contracts represented about $ 38 billion for new or "greenfield" development. Iraq has 
become increasingly frustrated at the failure of these projects to begin. In recent months, Iraq 
has signed a flurry of deals with companies from Italy (Eni), Spain (Aepsol YPF), Russia 
(Tatneft), France (TotalFlnaElf), China, India, and Tur1<ey. The Economist estimates that Iraq 
has signed over 30 deals offering up to 20% rates of return. 

France's oil giant, TotalFlnaElf, has much to lose in the current war, Iraq Freedom. For 30 
years, French businesses have been up close with Iraq, when several French state-owned 
companies went to Iraq (In the early 1970s) and there are a web of French-Iraqi trade 
associations. Beyond oil, these relationships can be seen In Baghdad with a French phone 
system, French cars, and numerous French oil officials. "The fact that In postwar Kuwait, U.S. 
companies got most contracts, doesn't bode well for the presence of French companies In 
Iraq.• stated Pierre Girard Hautbout, an adviser at OFOIC, a French "liaison" company. 

France takes the design of the reconstruction very seriously, seeing a threat that Its special 
relationship may end. 'We're the chips in a poker game,• one French corporate official was 
quoted In a recent lnves,tment newswire. 

The Natural Gas Industry 

Iraq has approximately 11 O trillion cubic feet of proven natural gas reserves. About 7'0°/o of 
the gas reserves are produced In conjunction with oil. Development of these two sectors will 
be closely associated. Natural gas Is both produced with oil and Is also used for re-lnj.ection 
for enhanced oil recovery efforts. Currently, Iraq has awarded gas and oll concessions to 
companies from countries supporting the easing or lifting of U.N. sanctions (France, China, 
Russia are examples). 

The Agriculture Sector 

Iraq has historically haol a burgeoning agricultural sector with rich soil, rain fed forests, and 
extensive pastures. Before the 1970s, close to one third of the population was in the 
agricultural sector. Beforn sanctions were Imposed In 1990, Iraq spent $ 600 million annually 
on the sector, which has steadily declined to under$ 200 million. 

When the oil boom erupted in the 1970s, the diverse Iraqi economy became an oil 
dependency. Through war In the 1980s, agriculture declined greatly. Today, it Is estimated 
that less than half of Iraq's arable land Is being farmed. Mechanization and technology In 
agriculture are behind and there has been a massive migration from farms to cities. 

1·2 
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1. Introduction ... 

The Government of Iraq has taken the oil-purchases-all attitude over the past two decades, 
investing little in the agriculture sector and instead, increasingly purchasing agricultural 
products. 

So that although the population has grown 2.8 percent, food crops have moved In the 
opposition direction. Further push has been given under the oll·for-food program in that the 
Iraqi government and the United Nations have provided inexpensive foreign grains at prices 
that Iraqi farmers can not compete with. 

Industry and Manuf4'Cturing 

The construction industry has remained active throughout the sanctions regime, rebuilding 
the civil and military infrastructure. In July 1999, Iraq announced plans to produce spare parts 
for the oil industry and a national manufacturing department Is supposedly producing parts for 
pipelines and reservoirs. Iraq is known to have approached Airbus about restarting its. own 
national airline, but Iraq did reopen its international airport and flights from Russia have gone 
into Baghdad. 

1-3 
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2. Thinkiing About Trade and Investment Development ... 

2. THINK/ING ABOUT TRADE AND INVESTMENT DEVELOPMENT 

As stated above, initial thinking about rebuilding industries, developing business partnerships, 
and the development of a commercial infrastructure should begin with a plan. This would be 
an initiative for trade and Investment and would begin with a Strategic Plan. The Plan would 
document an economic recovery plan, plans for changing regulatory and legal frameworks, 
existing industries and business associations, and steps for revitalizing trade and investment. 
The following are Initial thoughts about such a plan, which can be expanded at any time. 

Certainly, the first considerations in developing economic stability will be domestic, feeding 
and housing those Iraqi people who have these critical needs. However, this is a nation With a 
long and deep history of commerce and trade, an existing albeit Inadequate trade 
infrastructure, both private and public, and a proud tradition of entrepreneurship. 

Critical to establishing the foundation for trade will be an overall economic reform and 
recovery package. User-friendly policies and practices must prevail. Often in the Middle East 
and North Africa, trade laws and policies are ambiguous, protectionist. ambivalent, and ever 
changing. With the opportunity to establish some new structures, one must ensure that 
adequate technical support is provided for a strong and transparent regulatory and legal 
system, fair and accessible trade policies and laws, pro-active investment authorities and 
bureaus, an agile, knowledgeable intematlonal commercial service, and utilization of current 
assets. in the Iraqi business community as well as in communities throughout the region. 

Once such programs are established, there must be an educational/ training component. The 
people of Iraq have had a patchwork of peculiar and dictator-centered policies, and 
introduction of open market policies must happen with knowledge and at a reasonable speed. 

As a goal, Iraq can be organized to join the World Trade Organization. This would invo,ve a 
balanced budget, far lower inflation, and reasonable tall'iffs. Activating bilateral and regional 
trade agreements that are currently in place would be an important step for the Iraqi 
economy. 

Privatization efforts in other countries, if done correctly,, demonstrate that infrastructure, oil, 
and oil service companies generate greater efficiency, production, and higher revenues. This 
is true In numerous pri1vatized industries. In Iraq, particularly in the oil and gas sector, 
privatization mechanisms should be developed; oil sales taxed, and proceeds well distributed. 

2-4 

Iraq 2003: The Economy 3120/03 



JUDITH BARNETT 

D' Consulting 
..171 Group 
1750 Pennsylvania Avenue, NW 
Suite 1000 
Washington, D.C. 20006 

Tel: +1 202·442-2233 
Fax: +1 202·442-2671 

www.paco11$ulllng.com 

Judith Barnett is a Managing Consultant for the PA Consulting Group (PA), 
joining PA after an acquisition of her original firm, Georgetown Global 
Investments Corporation in 2000. Ms. Barnett continues in PA to provide a one­
stop shop for U.S. 1companies Interested in creating or expanding trade and 
investment, particularly in the Middle EasV North Africa (MENA) and in China. 
Before consulting, Ms. Barnett served in the Clinton Administration, practiced as 
a corporate lawyer and litigator. was a law professor, a public affairs specialist, 
and a writer. 

At PA, Ms. Barnett has developed a practice, trav1eling between Washington, the 
MENA, and China, which Includes a wide and varied caseload of trade actlvltles. 
Most recent client work has Included: 

•:• Representing the third largest city in China to conduct investment and 
trade promotional activities in order to increase bilateral partnerships 
between U.S. and Chinese entitles; 

(• Representing international firms that seek market entry into China; 
•!- Speaking before the China Textile Association, the China International 

Clothing and Accessories trade conference (March 2002), and the 
Womens' Enterprise Conference (March 2002) to discuss access to the 
U.S. market and bilateral partnerships. 

•:• Creating a major Initiative to increase trade and Investment for a large 
country which involves a dynamic trade website, relnventing the worldwide 
commercial service, training commercial officers, and a series of national 
briefings; 

•:• Working with a multinational food company in five countries to thwart trade 
barriers, bulld an in-country public affairs network, and to Increase market 
share; 

•:• Providing a 0-5 year strategic plan for an international telecommunications 
company, including an analysis of the telecomm Industry In the Middle 
EasV North Africa and a focus on eight priority markets; 

'.• Negotiating a joint venture agreement for a large international high tech 
fund and a U.S. telecomm company; and 

•:• Becoming a contractor for the Trade and Development Agency and 
winning a contract to conduct an Aviation Conference in China and to 
introduce Egyptian telecomrn officials to U.S. technologies. 



Ms. Barnett came to the firm from the Clinton Administration in December 1998 
where she served as the Deputy Assistant Secretary (OAS) for Africa and the 
Near East, U.S. Department of Commerce. As the DAS, she was responsible for 
activities and programs In 68 countries, including bilateral trade matters, regional 
projects and programs, and project advocacy for US companies. Ms. Barnett 
implemented and cooperated on numerous multinational conferences in the 
Middle East, the United States, and Europe including the 70 country MENA 
Economic Summits in Morocco, Jordan, Egypt, and Qatar. 

At the Department of Commerce, Ms. Barnett assisted numerous US companies 
in fostering trade and investment throughout the world. She joined the 
Department as Principal Deputy Assistant Secretary for Trade Development, 
International Trade Association in October 1993, and was responsible for the 
management of an Office of 400 persons, and a budget of $ 49 million. During 
her tenure at Trade Development, she oversaw the only US government agency 
that represents industry sectors, managed 22 private sector advisory 
committees, and established the Advocacy Center which has tracked and 
advocated for billions of dollars of successful tenders for US companies 
throughout the world. 

In 1996, Ms. Barnett became the Deputy Assistant Secretary and championed 
programs to develop open and competitive markets throughout the Middle East, 
North Africa, and Sub-Sahara Africa. She was responsible for numerous 
programs Including the Gore- Mbeki and Gore-Mubarak Partnerships for 
Economic Growth and Development, the Taba Trade Ministers program (trade 
ministers of the Middle East), the Middle East North Africa Economic Summits 
with the World Economic Forum, and the Administration's Africa Initiative. 

In law practice, Ms. Barnett worked in various aspects of corporate law and 
litigation. She developed corporate specialties in the areas of high tech joint 
ventures and automotive law, as well as trial work in Intellectual property rights 
and contract law. Ms. Barnett served for seven years as an adjunct professor of 
law at Georgetown University Law Center, teaching in the areas of legislative 
advocacy and legal ethics. 

Before entering the law profession, Ms. Barnett served in the Carter and Reagan 
Administrations in public aftalrs and speechwritlng at the Federal Trade 
Commission and the US Department of Education. She has written articles for 
Vogue magazine, the Washington Post, and other publications. Ms. Barnett lives 
in Washington and has one daughter, a former White House staffer and now 
practicing law in Los Angeles. 
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IRAQ Fact Sheet 

General information: 

Capital: Baghdad 
Surface area: 
Officlal langu1g1: 

438.32 thousand sq km 
Arabic 

Population: 
Exchange rate: 

23.6 milllon (2001) 
A$1=0.11;1 Dinars (Jun 2002) 

Recent economic indicators: 
1997 

GOP (US$bn): 15.4 

GDP per caplbl (USS): 725 

Real GOP growth (~•change YOY): 40.0 

Current account balance (US$m): 819 

Current account balance (% GOP): 5.3 
Goods & services exports(% GDP): 33.1 
Inflation ('.4 change YOY): 100.0 
Unemployment rate (~•): n.a. 

1998 
18.1 
832 

35.0 
1,168 

6.5 
41 .0 
90.0 
n.a. 

Head of Sblte and HHd of Government: 

H.E. President Mr Saddam Hussein 

1999 2000 2001(•) 2002(b) 
23.7 31 .8 27.9 25.5 

1,062 1.385 1,184 1,054 
~8.0 4.0 ·6.0 ·2.0 

2,018 3,269 1,031 2,203 
8.5 10.3 3.7 8.6 

53.7 64.8 57.0 49.8 
80.0 70.0 60.0 70.0 

n.a. n.a. n.a. n.a. 

Auat..ile'• lnde wllh lnq Reel GOP' gtVWlll Mllftll9'1 •lfPO'I• 10 ti.q - "' 50 
1,000 

40 
too 

)0 

too 
IO ... 10 

IOO ... .... ... . '~· .. 
. 10 
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Australia's trade relationship with Iraq: 

Major Australian exports, 2001·2002 (ASm): 

Confidential items of A$839m, estimated to be wheat. 

Australian merchandlH trade with Iraq, 2001-2002: 
Exports to Iraq (A$m): 
Imports from Iraq (A$m): 
Total trade (exports + imports) (A$m): 
Merchandise trade surplus with Iraq (A$m): 

Australia'• trade In 1ervlces with Iraq, 2001: 
Exports of sel'Vices to Iraq (ASm): 
Imports of services from Iraq (ASm): 
Services trade balance with Iraq (A$m): 

Iraq's global trade relationships: 

Iraq'• principal export dH tinationa, 2001: 
1 United Stales 
2 France 
3 Netherlands 
4 Italy 
5 Canada 

23 Australis 

(•t. ti ·--1- t ubjtCI IO re-lllon; (b): E U,..._ • . 
n ,1 , 01\1 nol I Ytilable . 

60.6% 
8.5% 
7.4% 
5.8% 
5.5o/o 
0.0% 

11111 IOOO 

840 
0 

840 
840 

n.a. 
n.a. 
n.a. 

- OFYt7 

1.000 e FYOZ 

too 

too 

400 

100 .... 
1001 2001 ~ s .... t- °"'"' 

Major Australian imports, 2001·2002 (A$m): 

No import trade was recorded. 

Toral ,,,,,.: 

0.7% 

0.0% 
0.3% 

ToUll , ,,.,..: 

n.a. 
n.a. 

Renll: 
25th 
n.m. 
34th 

tr• q'a prlncip• l Import sources, 2001: 
1 France 

2 Australia 

3 Italy 
4 Germany 
5 China 

Growth (l!!t~: 
14.6% 

n.nn. 
1.3% 

19.4% 

14.4% 
10.7% 
9.9% 
6.4% 
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Iraq 
Iraq holds more than 112 billion barrels of oil - the world's second largest proven reserves. Iraq I 
also contains 110 trillion cubic feet of natural gas, and is a focal point for regional security 
issues. 

Note: The information contained in this report is the best available as of October 2002 and can 
change. Also. please click here.for a complete chronology of events pertaining to Iraq from 
1980 through mid-October 2002. 

SAUDI 
ARABIA 
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GENERAL BACKGROUND 
200 mi DY.rlngJh.cU.280.umtlm .• Iraq 

experienced two major wars (Iran-Iraq 
and che Kuwait war), plus more than a 
decade of economic sanctions. As a 
result, the country's economy, 
infrastructure, and society have 
deteriorated significantly. Iraq's gross 
domestic product {GDP) has fallen 
sharply since before the Iraqi invasion 
of Kuwait, with per-capita income and 
Jiving standards far below pre-war 
levels. On the other hand, increased oil 
production since 1996 and higher oil 
prices since 1998 resulted in estimated 
Iraqi real GDP growth {accurate 
statistics are hard to come by) of 12% 
in 1999 and 11 o/o in 2000. For 2001, 
with net oil exports relatively flat and 
oil prices down from 2000, Iraq's. real 
GOP growth was estimated to have 

.._ ______________ ..--...__. fa llen to only 3.2%. For 2002, with 

higher oil prices but sharpl1y lower oil ex.ports, Iraq's real GDP growth is expected to grow by 
only 1.5%. Iraqi inflation currently is estimated at around 25% (down slightly from 28% in 
2001), with unemployment {and underemployment) high as well. Iraq's merchandise trade 
surplus is about $4.8 billion, although much of this is under United Nations {U.N.) control. Iraq/ 
has a heavy debt burden, possibly as high as $140 billion if debts to Gulf states and Russia are 
included. Iraq also has no meaningful tax.ation system, plus erratic fiscal and monetary policies. 

On May 14, 2002, the U.N. Security Council approved an overhaul of the "Oil-for-Food" 
program for Iraq that makes use of an extensive list of "dual-use" goods (goods that could have 
a military as well as civilian use). Under the modification, Iraq is able to use its oil revenues, 
which go into a U.N. escrow account out of which suppliers exporting products to Baghdad are 
paid, in order to purchase items not on the list. The resolution renews the U.N. program until 
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November 25, 2002. 

Over the past few years, Iraq has been attempting to improve relations with various Arab (and 
non-Arab) countries. In March 2002, for instance, at an Arab summit meeting in Beirut, Iraq 
pledged"non-interference" in Kuwait's internal affairs and recognition of Kuwait's borders. Iraqi 
Foreign Minister Naji Sabri stated, "We are for the prosperity and independence of the state of 
Kuwait and also for the norm~lization of ties, d~plomat.ic, economic, politi~a!." I~ Janua.~ 2001, j 
Iraq signed free-trade deals with Egypt and Syna, and in August 2001 , Syn as Prime Mm1ster 
visited Baghdad. In April 2001, Iraqi Vice President Taha Hussein Ramadan met Russian 
President Vladimir Putin, the highest-level Iraqi-Russian contact in several years. 

In June 2001, however, in an apparent blow to Iraqi-Saudi relations, Saudi Arabia announced 
that it had seized ownership of the l.6-million-barrel-per-day IPSA pipeline that had carried 
Iraqi crude oil to the Saudi Red Sea port of Yanbu (Mu~iz) prior to Iraq's invasion of Kuwait. 
The seizure included pumping stations, storage tanks, and the maritime tenninal. Saudi Arabia 
claimed that the pipeline was confiscated as a result of aggressive Iraqi actions. Iraq insisted that 
it still owned the pipeline. and in May 2002, stated that the line was "ready for export." 

Since the end of the Gulf War in 1991, the United States and the United Kingdom have 
maintained ).io.:..fly...ZQMS.:. over Iraq, and also have carried out occasional bombing of various 
targets, primarily in reaction to pen:eived threats to allied aircraft. U.N. weapons inspectors left 
Iraq in December 1998, and the United States responded at the time with a several-day bombing 
campaign of Iraq, called "Operation Desert Fox." On October 16, President Bush signed a 
resolution by the U.S. Congress authorizing him to use force against Iraq if necessary. 

OIL 
Iraq contains 112 billion barrels of proven oil reserves, the second largest in the world (behind 
Saudi Arabia) along with roughly 220 billion barrels of probable and possible resources. Iraq's J. 

true resource potential ma.y be far greater than this, however, as the country is relatively 
unexplored due to years of war and sanctions. Deep oil-bearing fonnations located mainly in the 
vast Western Desert region, for instance, could yield large additional oil resources (possibly 
another 100 billion barrels), but have not been explored. Iraq's oil production costs are amongst 
the lowest in the world, making it a highly attractive oil prospect. 

It is important to note that Iraq generally has not had access to the latest, state-of-the-art oil J 
industry technology (i.e .• 30 seismic), sufficient spare parts, and investment in general 
throughout most of the 1990s, but has instead reportedly been utilizing questionable engineering 
techniques (i.e., overpumping. water injection/"flooding") and old technology to maintain 
production. There is also some evidence that Iraq may have damaged its oil reservoirs through 
use of such techniques and through lack of sufficient investment over a lengthy period of time. 
Iraq's Oil Minister, Amir Rashid, indicated in early 2002 that only 24 of 73 Iraqi oil fields were 
producing. Recently, oil consulting finn Saybolt International pointed out the risk of a 5%-15% 
annual decline in production capacity at (possibly) damaged Iraqi oil fields. 

Iraqi oil reserves vary widely in quality, with API gravities in the 24° to 42° range. Iraq's main 
export crudes come from the country's two largest active fields: Rumaila and Kirkuk. The 
southern Rumaila field produces three streams: Basra Regular (normally 34° API, 2.1 % sulfur, 
but apparently deteriorating); Basra Medium (30° API, 2.6% sulfur); and Basra Heavy (22°-24° 
AP!, 3.4% sulfur). The northern Kirkuk field, first discovered in 1927, normally produces 37° 
API. 2% sulfur crude, although the API gravity reportedly has fallen in recent years. An 
additional export crude, known as "Fao Blend," is heavier and more sour, with a 27° API and 
2.9% sulfur. 
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Iraq's proven oil reserves are not distributed evenly throughout the country. In fact, prior to 
Iraq's invasion of Kuwait in 1990, about two-thirds of Iraq's production was coming out of the 
southern fields of Rumaila, Zubair, and Nahr Umr. Other potentially huge fields such as 
Majnoon and West Quma (see below for more details) are also located in the southern part of 
the country. Notably, southern Iraq is populated overwhelmingly by Shi'ite Muslims, who make 
up the majority of Iraq's population but have little power -- Saddam Hussein is a Sunni Muslim 
from the central Iraqi town of Tikrit -- and who rebelled against Saddam Hussein following the 
1991 Gulf War. Although much of Iraq's southern oil infrastructure -- fields, refineries, storage 
facilities, tnmsportation infrastructure -- was damaged during the Gulf war, the oil potential of 
this region alone is huge. 

Iraq's Oil Production 
and Consumption, 1980-2002E 

In September 1999, more than 50 
foreign companies attended an oil 
and natural gas technology 

3.0 -.---- - - --.,,- - - - --- - -, 1 exhibition in Baghdad, the first such 
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gathering in IO years. Most of the 
firms were from Canada, France • 
Italy, and the United Kingdom. No 
U.S. firms attended, although a 
high-level Iraqi oil official has 
stated that Iraq is ready to deal with 
U.S. oil companies. To help attract 
foreign investment to the country's 
energy sector, Iraq's oil ministry has 
introduced amendments 10 existing 
development and production 
contracts (DPCs). Among other 
things, the duration of DPCs has 
been reduced from 23 to 12 years. In 
addition, Iraq has added a clause 
referring to "an explicit commitment 

Following Iraq's invasion of Kuwait and the embargo on Iraqi oil exports, Iraqi oil production 
fell to around 300,000 barrels per day (bbl/d) (from 3.5 million bbl/din July 1990). For 2001, 
Iraqi crude oil production averaged 2.45 million bbVd, down from about 2.59 million bbl/d in 
2000, with large weekly and monthly fluctuations. Iraqi oil output was lowest in June 200 l, at 
1.13 million bbVd, and highest in April 2001, at 2.95 million bbl/d. Iraqi officials had hoped to 
increase the country's oil production capacity lo 3.5 million bbl/d by the end of 2000, but did not 
accomplish this given technical problems with Iraqi oil fields, pipelines, and other oil 
infrastructure. Iraq also claims that oil production capacity expansion has been constrained by 
refusal of the United Nations to provide Iraq with all the oil industry equipment it has requested. 

Oil industry experts generally assess Iraq's sustainable production capacity at no higher than 
2.8-3.0 million bbVd, with net export potential of around 2.3-2.5 million bbVd (including 
smuggled oil). In July 2002, Iraqi Oil Minister Amer Rashid said that Iraq's current sustainable 
capacity was 3.2-3.3 million bbVd, and that I.he country hoped to increase that 10 3.5 million 
bbVd -- even without help from foreign oil companies.-- by the end of 2003 (Iraq last produced 
3.5 million bbVd in July 1990. According to the Middle East Economic Survey, Iraq also aims to 
limit crude oil exports under the U.N. "Oil-for-Food" program to around 2.2 mi llion bbl/d, with 
the remaining 800,000-900,000 bbl/d going for domestic consumption, exports 10 neighboring 
Jordan (at preferential rates), and smuggling (to Syria, Turkey, etc.). 
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Among other challenges in maintaining, let alone increasing, oil production capacity, is Iraq's 
battle with "water cut" (damaging intrusion of water into oil reservoirs) especially in the south. 
Saybolt International has reported that Iraq has been able to increase its oil production through 
use of short-term techniques not generally considered acceptable in the oil industry (i.e .. "water 
flooding," injection of refined oil products into crude reservoirs). A U.N. report in June 2001 
said that Iraqi oil production capacity would fall sharply unless technical and infrastructure 
problems were addressed. The report estimated, for instance, that production in the Kirkuk 
region could fall by 50% over 12 months, to 500,000 bbl/d, and that output at South Rumaila 
also could be reduced sharply unless immediate actions were taken. Iraq hopes to counter this by 
a large-scale program to drill new wells (4 17 are planned, most of which are to be carried out by 
Russian, Chinese, Iraqi, and Romanian companies). 

Exports 
· ( U.N. Resolution 986 (April 1995) allows Iraq to sell specified dollar amounts of crude oil over 

six-month periods, in part for the purchase of humanitarian supplies ("Oil-for-Food") for 
distribution in Iraq under U.N. supervision. In December 1999, with Iraq steadily increasing its 
oil export revenues. the Security Council voted to remove any limits on the amount of oil Iraq 
could export. The current phase (Phase Xll) began May 30, 2002 and is scheduled to end on 
November 25. Under the Phase XII renewal, the U.N. Security Council makes use of an 
extensive list of "dual-use" items (goods that could have military as well as civilian use). Iraq is 
allowed to make use of "Oil-for-Food" revenues to purchase items not on the list. Overall, about 
three-fourths of the proceeds from "Oil-for-Food" sales are used to purchase humanitarian goods 
for Iraq, while 25% are eannarkcd for reparations to Gulf War victims. pipeline transit fees for 
Turkey (which claims that the embargo on Iraq has cost Turkey more than $35 billion since 
1990), and funding for U.N. weapons monitoring activities. On September 26, 2002, the head of 
the U.N. Iraq Program, Benon Sevan, reported ro the U.N. Security Council that rhe "Oil-for­
Food" program was running a large shortfall (around $10 billion total, including $2 billion in the 
current phase), making it "impossible to implement the humanitarian program effectively." 
According to Scvan, over 1,200 contracts worth more than $2 billion that had been approved by 
the U.N. could not be carried out due to a lack of funds. 
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During 2001. Iraq averaged 
officiaJ (i.e .. U.N. monitored) 
net oil exports of around 2 
million bbVd. although this 
number fluctuated greatly 
through the year, and fell 
sharply during 2002 (to only 
1.5 million bbl/d during the 
first 1 months of the year, and 
even further during August 
and September) (sec graph). 
The reduced volume of Iraqi 

1·1 exports in 2002 appears to 

Ui n H ii r1 t~ iii n U iU t~ iii ~:~:~~n ~:~~:~i ~~~o 
11.. x o 11.. ~o ._.11111.. f z c:i ~ z c::11 of oil exports in April 2002 

s011c.:1.Homc.oft11t~ Pr .nmtlEIA ostensibly in support of the 
--------------- "'--09'----..._.JPalestinians; and 2) pressure 
by the United States and other countries to clamp down on Iraq's practice of charging an illegal 
"surcharge" on their U.N. -authorized oil exports (sec below for more on this subject). As a 
result, Iraq's exports dropped sharply in the second and third quarters of 2002 before increasing 
sharply in recent weeks (to over 2 million bbVd in the week ending September 20. for instance). 
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Besides the 90,000 bbl/d or so going to Jordan legally (i.e., with tacit U.N. permission, and 
under a protocol between Iraq and Jordan), and-the 460,000 bbVd or so consumed domestically, 
the rest (not counting illegally smuggled oil and oi l products) was exported either through the 
lraq-Turkey pipeline or the Persian Gulf port of Mina al-Bakr. Although U.N. Resolution 986 
mandates that at least half of the "Oil-for-Food" exports must transit through Turkey, it appears 
that in recent months more Iraqi oil (close to three-quarters) has been exported via Mina al-Bakr 
rather than via Ceyhan, in part due to a shift in oil exports away from Europe and the United 
States and towards Asia due in part to the U.N. 's "retroactive pricing" plan (see below for more 
details). In general, Mina al-Bakr is used for Iraqi oil exports to Asia, while Ceyhan is used for 
Europe. 

An estimated 30% of Iraqi oil is sold initially to Russian firms (i.e., Emerkom, Kalymneftegas, 
Machinoimport, Rosneftelmpex, Sidanco, Slavneft, Soyuweftegaz, Tatneft, and Zarubzhneft). 
The remaining 70% of Iraq's oil is first purchased by companies from many countries, including 
Cyprus, Sudan, Pakistan, China, Vietnam, Egypt, Italy, Ukraine, and others. Iraqi oil is nonnally 
then resold to a variety of ·Oil companies and middlemen before being purchased by end users. 
During 2001, for instance, nearly 80% of Basra Light Jiftings, and over 30% of Kirkuk oil, went 
to the United States, with large importers including ExxonMobil, Chevron, Citgo, BP, 
Marathon, Coastal, Valero, Koch, and Premcor. During the first seven months of 2002, the 
United States imported an average of 566,000 bbVd from lraq. 

In addition to U.N.-sanctioned oil exports to Jordan, which are currently carried by truck (plans 
for a 150,000-bbl/d, $250-$350 million, 120-mile pipeline to Jordan's Zarqa oil refinery were 
approved by Jordan's cabinet in December 2001, and Jordan reportedly has received more than 
30 offers from firms interested in building the line -- with possible completion in late 2004), 
there have been persistent reports that Iraq has smuggled 200,000-400,000 bbl/d of crude oil and 
products via a number of routes. These include: I) to Turkey (as high as 100,000-150,000 bbl/d, 
mainly of fuel oil) by truck through the Habur border point (reportedly, this smuggling was 
stopped from September 18, 2001 through January 7, 2002); 2) to Jordan (possibly 10,000-
30,000 bbVd above domestic needs) by truck; 3) to Syria (150,000-200,000 bbl/d or more; see 
below for details), mainly via the Kirkuk-Banias pipeline, with smaller volumes possibly 
moving via a railway line from Mosul to Aleppo; 4) to Iran along the Gulf coast and via Qais 
Island; and 5) to Dubai with the use of small tankers sailing from Umm Qasr. Press reports have 
estimated that these illegal shipments may be providing Iraq with as much as $600 million-$2 
billion per year in illegal revenues, while a U.S. General Accounting Office study released in 
May 2002 estimated that Iraq had earned $6.6 billion from oil smuggling and illegal surcharges 
from 1997 through 2001. 

In November 2000, numerous press reports indicated that Syria and Iraq had reopened the 552-
mile-Jong, Kirkuk-Banias pipeline, with the Middle East Economic Digest (MEED) reporting 
initial deliveries of Iraqi crude oil through the line (and also possibly by rail) at around 140,000-
150,000 bbVd (capacity prior to 1982 was 300,000 bbl/d). The oil, most likely Basra Light, 
reportedly is being used in Syrian domestic refineries, thus freeing up more Syrian oil for export 
to world markets, earning Syria extra hard currency oil export revenues (and also earning 
Saddam Hussein significant revenues outside the U.N. "Oil-for-Food" program). Since Iraqi oil 
exports arc allowed only via approved export routes, use of the Kirkuk-Banias line would 
represent a potentially serious breach of U.N. sanctions against Iraq. On January 23, 2001, the 
Bush administration offered to allow Iraqi oil exports through Syria as Jong as they were 
regulated by the U.N. "Oil-for-Food" program. In January 2002, the United Kingdom directly 
accused Syria of violating U.N. sanctions on Iraq by shipping over 100,000 bbl/d of Iraqi oil to 
Syria without U.N. permission. An estimated $100 million or so per month of Iraq's illegal oil 
export revenues are estimated to be coming from the Syria pipeline alone, with oil sold to Syria 
at a significant price discount off of Kirkuk published prices. 
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In April 2000, the U.S. Navy stopped a Russian tanker, the Akademik Pustovoit, which it 
suspected might be smuggling Iraqi oil. The United Nations later determined that around 20% of 
the vessel's gasoil cargo (which Shell said it owned) was of Iraqi origin. In April 2001, an Iraqi­
owned vessel - the Zainab -- sunk off the Dubai coast, leaking over 1,000 tons of smuggled 
diesel oil and polluting Gulf waters and UAE beaches. At leas1 1wo other ships smuggling Iraqi 
oil sunk during 2001 -- one off the Kuwaiti coast in October, and one in November. During 
2001, lraqi oil smuggling through Iranian waters rcponedly was reduced significantly (possibly 
50%), as Iran increased its efforts at stopping suspect vessels. In October 2001, the United 
Nations discovered that two oil shipments on the "Essex" had been "topped off' after U.N. 
inspectors had signed off, adding some 500,000 barrels of crude oil to the ship. The Essex was 
chartered by trader Trafigura, run by fonner employees of Marc Rich. 

In late October 2001, the U.N. Sanctions Committee begam imposing a so-called "retroactive 
pricing" mechanism (proposed by the UK and supported by the United States) to alter the way in 
which Iraqi oil prices are set. The United States and the UK were concerned that Iraq was using 
oil price fluctuations to impose a de facto surcharge on oil purchasers, and that this money was 
going directly to the Iraqi government outside of U.N. control. This wa.: also part of a 
continuing effort by the United States, the UK, and others to stop Iraq from fo~ing buyers to 
pay a $0.30-$0.60 per barrel surcharge, paid directly to the Iraqi government. Under "retroactive 
pricing," Iraqi oil exports to the United States and Europe (but not Asia) arc priced based on oil 
market developments through the end of the period covered by a particular oil delivery contract. 
Thus, "official selling prices" for Iraqi crudes (Kirkuk and Basrah Light) are not known until 
after the oil has been loaded and sold. At this point, prices arc set at a level high enough to 
assure that lifters have no room to pay Iraq the illegal surcharge and still make a profit. By many 
accounts, this effort appears to have been at least partly successful in reducing illegal 
surcharges, and may also have had the side effect of reducing overall Iraqi oil exports as 2002 
has gone on. Iraqi oil (!Grkuk and Basra Blend) bound for the United States is priced off West 
Texas lntcnnediatc, while for Europe, Iraqi oil is priced off of dated Brent. 

On October 31, 2000, the U.N. Sanctions Committee approved an Iraqi request to be paid i,n 
Euros, rather than U.S. dol'lars, for oil cxponcd under the "oil for food" program. On November 
16, Iraq's State Oil Marketing Organization (SOMO) demanded that companies lifting cargoes 
of Iraqi crude oil begin paying a fifty cent per barrel surcharge directly to the Iraqi government 
(in violation of U.N. sanctions) starting on December 1, 2000. 

Oil Field Development, War, and Current Status 
Iraq's southern oil industry was decimated in the Gulf War. with production capacity falling to 
75,000 bbUd in mid-1991. The largest producing oil field in this region is Rumaila. The war 
resulted in destruction of gathering centers and compression/degassing stations at Rumaila. 
storage facilities, the 1.6-million bbUd (pre-war capacity) Mina aJ-Bakr export tenninal, and 
pumping stations along the 1.4-million bbVd (pre-war capacity) Iraqi Strategic (North-South) 
Pipeline. Seven other sizable fields remain damaged or partially mothballed. These include 
Zubair, Luhais, Suba, Buzurgan, Abu Ohirab, and Fauqi. GcncralJy speaking, oilfield 
development plans have been on hold since Iraq's invasion of Kuwait, with Iraqi efforts focused 
on maintaining production at existing fields. 

The Kirkuk field, with over 10 billion barrels in remaining proven oil reserves, forms the basis 
for northern Iraqi oil production. Bai Hassan, Jambur, Khabbaz, Saddam, and Ain Zalah­
Butmah-Safaia arc the other currently-producing oil fields in northern Iraq. An estimated 60% 
of Northern Oil Company's (NOC) facilities in northern and central Iraq were damaged during 
the Gulf War. In 2001, output from all northern fields (!Grkuk, Bai Hassan, Jambar, Khabbaz, 
Saddam, Safiya, and 'Ain Zalah/Butnah) was around I million bbVd. In December 2001, the 
Turkish Petroleum International Corporation won a U.N.-approved contract to drill for oil in 
northern Iraq, specifically at the Khunnala field near Kirkuik. Two Russian companies -- Tatneft 
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and Zarubezhneft -- have won U.N. -approved upstream contracts at the Bai Hassan, Kirkuk, 
and Saddam fields. Tatneft is to drill 78 new wells in Iraq. marking the largest foreign company 
oil involvement in Iraq since 1990. In early December I999, Russian energy company 
Zarubezhneft said that it was drilling multiple wells at Kirkuk, and that this did not violate U.N. 
sanctions (Russian officials have denied that any work wa:s being done). Zarubezhneft hopes 10 
boost K.irkuk production capacity from its current 900,000 bbVd to around I. I million bblld. 

Iraq's southern fields -- mainly North and South Rumaila, plus al-Zubair, the Missan fields, 
West Quma, Luhais, and Bin Umar -- produced around 1.5 million bbVd in 2001. Zarubezhneft 
also has a contract to drill approximately 100 wells in the North Rumaila field. In January 2002, 
Tunisia signed a deal with Iraq to develop an oilfield near the southern province of Najaf. 

Another major Iraqi oil field is the 11-billion barrel East Baghdad field, which came online in 
April 1989. This centrally-located field currently produces 50,000 bbl/d of heavy, 23° API oil as 
well as 30 million cubic feet per day (Mmcf/d) of associated natural gas. 

In March 2000, U.N. Security Council agreed to double the spending cap for oil sector spare 
parts and equipment (under Resolution 1175 of June 20, I 998), allowing Iraq to spend up to 
$600 million every 6 months repairing oil facilities. U.N. Secretary General Kofi Annan had 
warned of a possible "major breakdown" in Iraq's oil industry if spare parts and equipment were 
not forthcoming. In August 2000, a senior Iraqi oil official stated that delays by the United 
Nations in approving contncts to upgrade Iraq's oil sector were threatening production levels. 
The United States has said that the $300 million should be used only for short-tenn 
improvements to Lhe Iraqi oil industry, and not to make long-tenn repairs. Iraq's oil sector 
distribution plan for the "Oil-for-Food" program's 12th phase reportedly includes $350 million 
for upstream contracts, including development work on the Hamrin, Suba, and West Qurna 
fields. 

As of early January 2002, the head of the U.N. Iraq Program, Benon Sevan, expressed "grave 
concern" at the volume of "holds" put on contracts for oilfield equipment, and stated that the 
entire program was threatened with paralysis. According to Sevan, these holds amounted to 
nearly 2,000 contracts worth about $5 billion, about 80% of which reportedly were "held" by the 
United States. Overall, Iraq has imported about Sl.2 billion worth of equipment to upgrade oil 
facilities over the past three years under the "Oil-for-Food" program. Sevan also said that 
retroactive pricing was resulting in lower Iraqi oil exports, and therefore revenues, under the 
"Oil-for-Food" program. 

Post-U.N. Sanctions Development Plans 
~ As of October 2002, Iraq reportedly had signed several multi-billion dollar deals with foreign oil 
P companies mainly from China, France, and Russia. Deutsche Bank estimates $38 billion total on 

new fields -- "greenfield" development -- with potential production capacity of 4.7 million bbVd 
if all the deals come to fruition (which Deutsche Bank believes is highly unlikely). Iraq 
reportedly has become increasingly frustrated at the failure of these companies actually to begin 
work on the ground, and has threatened to no longer sign deals unless finns agreed to do so 
without delay. Iraqi upstream oil contracts generally require that companies start work 
immediately, but U.N. sanctions overwhelmingly have dissuaded companies from doing so. 
Following the lifting of U.N. sanctions, Iraq hopes to increase its oil production capacity to over 
6 million bbVd or higher. 

In recent weeks and months, Iraq reportedly has signed a flurry of deals wilh companies from 
Italy (Eni), Spain (Repsol YPF), Russia (Tatneft), France (fotalFinaEJf), China, India, Turkey, 
and olhers. According to a report in The Economist, Iraq has signed over 30 deals with various 
oil companies, offering generous rates of return ("on the order of 20%") as part of its 
"Development and Production Contract" (DPC) model. Iraq introduced the DPC in 2000 to 
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replace the previous "Production Sharing Contract" (PSC) arrangement. 

Russia, which is owed several billions of dollars by Iraq for past arms deliveries, has a strong 
interest in Iraqi oil development, including a $3.5-billion, 23-year deal to rehabilitate Iraqi 
oilfields, particularly the I 1-15 billion barrel West Quma field (located west of Basra near the 
Rumaila field). Since the agreement was signed in March 1997, Russia's Lukoil (the operator, 
with a 68% share, heading a Russian consortium plus an Iraqi company to be selected by the 
Iraqi government) has prepared a plan to install equipmenl with capacity to produce 100,000 
bbVd from West Qurna's Mishrif fonnation. Meanwhile, in August 2000, Iraqi engineers 
reportedly completed work on two degassing stations at West Quma, with two more planned. 
potentially raising production at the field (one of the world's largest) significantly, from around 
140,000 bbl/d currently. West Quma is believed to have potential production capacity of up to I 
million bbVd. In October 1999, Russian officials reportedly said that Iraq had accepted a 
Russian request to delay work on West Quma given the continuation of U.N. sanctions. This 
followed an Iraqi warning that Lukoil could lose its contra.ct (and possibly be replaced by 
another Russian company) at West Quma if it did not begi,n work immediately (Lukoil has been 
restrained from doing so by U.N. sanctions). As of October 2002, however, Lukoil had not 
begun work on West Quma. Jn October 2002, Lukoil's Chief Executive (Vagit Alekperov) said 
his belief that the West Quma contract would "be upheld no matter what happens" in Iraq, and 
that he had received "guarantees" on this matter from Russian President Vladimir Putin. 

In Ocrober 2000, the Iraqi Oil Ministry expressed frustration with the slow pace of progress by 
Russian and Chinese finns, and in January 2001, Shell announced that it had held talks wilh the 
Iraqi Oil Ministry regarding "potential opportunities" at the 1-billion-bam:I Ratawi oilfield. In 
March 2001, the Deputy Oil Minister announced that Iraq might terminate contracts with tlhe 
Chinese and Russian companies. 

In October 2001, a joint Russian-Belarus oil company, Slavneft, signed a $52 million service 
contract with Iraq on the 2.-billion-barrel, Suba-Luhais field in southern Iraq, and expecting to 
sign a service contract to begin drilling later this year. full development of Suba-Luhais could 
result in production of J 00,000 bbVd at a cost of $300 mill ion over three years. As of March 
2002, Slavneft reportedly was awaiting approval from the United Nations 10 drill 25 wells as 
Luhais. 

The Saddam field contains 3 billion barrels of oil and 5 trillion cubic feet (Tcf) of associated 
gas. Iraq is seeking foreign assistance for a second-phase Saddam development, which would 
raise oil productjon capacity to 50,000 bbl/d, as well as 300 Mmcf/d of gas. In early April 2001, 
Russia's Tatneft and Zarubezhneft reportedly received U.N. approval to drill 45 wells in the 
Saddam field, plus Kirkuk and Bai Hassan, as part of an effort to reduce water incursion into the 
fields. As of October 2002, however, work on these fields had yet to begin. 

The largest of Iraq's oilfields slated for post-sanctions development is Majnoon, with reserves of 
12-20 billion barrels of 28°-35° API oil, and located 30 miles north of Basra on the Iranian 
border. French company TotalFinaElf reportedly has signed a deal with Iraq on development 
rights for Majnoon. Majnoon was reportedly brought onstream (under a "national effort" 
program begun in 1999) in May 2002 at 50,000 bbl/d, with output possibly reaching 100,000 
bbl/d by the end of 2002 (according to Oil Minister Rashid). Future development on Majnoon 
ultimately could lead to product.ion of up co 600,000 bbl/d at an estimated (according to 
Deutsche Bank) cost of $4 billion. In July 2001, angered by France's perceived support for the 
U.S. "smart sanctions" plan, lraq announced that it would no longer give French companies 
priority in awarding oil contracts, and would reconsider existing contracts as well. Iraq also 
announced that it was inclined to favor Russia, which has been supporting Iraq at the U.N. 
Security Council, on awarding rights co Majnoon and another large southern oil field, Nahr 
Umar. 
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TotalFinaElf apparently has all but agreed with Iraq on development of the Nahr Umar field. 
Initial output from Nahr Umar is expected to be around 440,000 bbVd of 42° API crude, but 
may reach 500,000 bbl/d with more extensive development. The 2.5-4.6 billion-barrel Halfaya 
project is the final large field development in southern Iraq. Several companies (BHP, CNPC, 
Agip) reportedly have shown interest in the field, which ultimately could yield 200,000-300,000 
bbl/d in output at a possible cost of $2 billion. 

Smaller fields with under 2 billion barrels in reserves also are receiving interest from fore•gn oil 
companies. These fields include Nasiriya (Eni, Repsol), Tuba (ONGC, Sonatrach, Pertami,na), 
Ratawi (Shell, Petronas, CanOxy), Gharaf (Japex, TPAO), Amara (Petro Vietnam), Noor (Syria), 
and more. Italy's Eni and Spain's Repsol appear to be strong possibilities to develop Nassiriya. 

In addition to the 25 new field projects, Iraq plans to offer foreign oil companies service . 
contracts to apply technology to eight already-producing fields. Meanwhile, Iraq has authorized 
"risk contracts" to promote exploration in the nine remote Western Desert blocs. Iraq has 
identified at least 110 prospects from previous seismic work in this region near the Jordanian 
and Saudi borders. In late 2000, India's ONGC was awarded Block 8 in the Western Desert 
region, and in April 2002, Indonesia's Pertamina signed an exploration contract for Block 3. 
Other companies reportedly interested in the Western Desert region include: Repsol, Lundin, 
Sonatrach, MOL, Petronas, Ranger, and TPAO. 

In total, Deutsche Bank estimates that international oil companies in Iraq may have signed deals 
on new or old fields amounting to nearly 50 billion barrels of reserves, 4 million bbl/d of 
potential production, and investment potential of more than $20 billion. Development of 
southern fields may be complicated by infrastructure damage, the presence of land mines (from 
the Iran-Iraq war), and marshy conditions. Major companies with deals in Iraq include 
TotalFinaElf (with estimated reserves of 12.5-27 billion barrels, according to the Woll Street 
Journal), several Russian companies (Lukoil, Zarubezneft, Mashinoimport, with combined 
reserves of 7.5-15 billion barrels), China's National Petroleum Company (CNPC -- 2 billion 
barrels or so); and Eni (under 2 billion barrels). 

011 Export Pipelines/Terminals 
Iraq's oil export infrastructure (pipelines, ports, pumping slations, etc.) were damaged in both 
the Iran-Iraq War as well as Operation Desert Storm (1991). Currently, the 600-mile, 40-inch 
Kirkuk-Ceyhan pipeline is Iraq's largest operable crude export pipeline. This Iraq-Turkey link 
consists has a fully-operational capacity of 1.1 million bblld, but reportedly can handle only 
around 900,000 bbl/d. A second, parallel, 46-inch line has an optimal capacity of 500,000 bbl/d 
and was designed to carry Basra Regular exports, but at last report was inoperable. Combined, 
the two parallel lines have an optimal capacity of 1.5-1.6 million bbl/d. Expanding capacity to 
this level, however, will depend on Iraq's ability to rehabilitate the IT-1 and IT-IA pumping 
stations, as well as the Zakho metering station near the Iraq-Turkey border and other ongoing 
pipeline repairs (including so-called "intelligent pigging") on the 46-inch line. This work 
appears to be well behind schedule, and reportedly will not be completed anytime soon 
(although there was at Jeas1 one report in late May 2002 that the line would be fixed by July). 
The 40-inch line has additional pumping stations and fewer bottlenecks than the 46-inch line, 
which allows for greater throughput than that of the larger line. Currently, Iraq is bypassing the 
crucial but damaged IT-2 pumping station, located about 93 miles south of the Turkish border, 
making it more difficult to reach the 1.6 million bbl/d dual-line capacity. To make IT-2 
operational, Iraqi officials have said that they need controls and associated valves costing 
around $50 million. The IT-I pumping station near Kirkuk received lighter damage and is 
presently functional. 

On August 20, 1998, Iraq and Syria (which reopened their border in June 1997 -- after a 17-year 
closure -- for trade and official visits) signed a memorandum of understanding for the possible 
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reopening of the 50-year-old, rusting Banias oil pipeline from Iraq's northern Kirkuk oil fields 10 

Syria's Mediterranean port of Banias (and Tripeli, Lebanon). As of October 2002. the pipeline 
reportedly was being used (see above), and there also was talk of building a new, parallel 
pipeline as a replacement. 

In order to optimize export capabilities (i.e., to allow oil shipments to the north or south), Iraq 
constructed a reversible, 1.4-million bbVd "Strategic Pipeline" in 1975. This pipeline consists of 
two parallel 700,000-bbVd lines. The North-South system allows for export of northern Kirkuk 
crude from the Persian Gulf and for southern Rumaila crudes to be shipped through Turkey. 
During the Gulf War, the Strategic Pipeline was disabled after the K-3 pumping station at 
Haditha as well as four additional southern pumping stations were destroyed. In early 2001, 
Iraqi oil ministry officials claimed that the pipeline had been rehabilitated, providing Iraq with 
increased export flexibility. However, a U.N. assessment team which visited Iraq in March 2001 
concluded that the country's downstream sector "had declined seriously in many respects" over 
the past 18 months, including increased leakage from pipelines, particularly the North-South 
"Strategic'' line. 

In the Persian Gulf, Iraq has three tanker terminals: at Mina al-Bakr, Khor al-Amaya, and Khor 
al-Zubair (which mainly handles dry goods and mjnimal oil volumes). Iraq also has additional 
dry goods ports at Basra and at Umm Qasr, which is being outfitted to accommodate crude 
tankers. Mina al-Bakr is Iraq's largest oil terminal , with four 400,000-bbVd capacity berths 
capable of handling very large crude carriers (VLCCs). Gulf War damage to Mina al-Bakr 
appears to have been repaired in large part and the tenninal currently can handle up to 1.2-1.3 
million bbl/d. A full return to Mina al-Bakr's nameplate capacity apparently would require 
extensive infrastructure repairs. Mina al-Bakr also is constrained by a shortage of storage and oil 
processing facilities, most of which were destroyed in the Gulf War. 

Iraq's Khor al-Amaya tenninal was heavily damaged during the Iran-Iraq War (and completely 
destroyed during Operation Desert Storm in 1991) and has been out of commission since then. 
As of March 2001, reports indicated that Iraq had largely completed repairing two berths at 
Khor al-Amaya. According to the Iraqi Oil Ministry, the terminal, with export capacity of 
500,000-700,000 bbl/d, would "soon be ready to receive oil tankers." Upon full completion of 
repairs, Iraq projects Khor al-Amaya's capacity will rise to 1.2 million bbl/d, and will help 
prevent delays at Mina al-Bakr while repairs are conducted there. In March 2002, Platt's 
Oilgram News reported that a Russian company was "awaiting the green light from the U.N ..... to 
help restore Iraq's Mina al-Bakr and Khor al-Amaya crude loading platforms." Iraq will need 
U.N. Security Council approval to export from Khor al-Amaya, since it is not part of the 
approved export outlet of Mina al-Bakr. · 

Refining 
Iraq's refining capacity as of January 2002 was believed to be over 400,000 bbVd (although the 
Iraqis claim 700,000 bbl/d), compared to a pre-Gulf War, nameplate capacity of 700,000 bbVd. 
Iraq has 10 refineries and topping units. The largest are the 150,000-bbVd Baiji North, 140,000-
bbVd {or higher) Basra, and 100,000-bbVd Daura plants. During the Gulf War, both Baiji in 
northern Iraq as well as the refineries at Basra, Daura, and Nasiriyah were severely damaged. 
Today, a lack of light-end products, low quality gasoline, and rising pollution levels because of 
a Jack of water treatment facilities are some problems faced by Iraq's refining sector. Post· 
sanction plans include attracting foreign investment to perfonn refinery upgrades (Iraq has 
identified dozens of such projects) and to build a new $I-billion, 290,000-bbVd "Central" 
refinery near Babylon. 

NATURAL GAS 
Iraq contains 110 trillion cubic feet (ref) of proven natural gas reserves, along with roughly 150 
Tcf in probable reserves. About 70% of Iraq's natural gas reserves are associated (i.e., natural 



Iraq Country Analysis Brief Page 11 ol !.) 

gas produced in conjunction with oil), with the rest made up of non-associated gas (20%) and 
dome gas (10%). Until 1990, all of Iraq's natural gas production was from associated fields. In 
2000, Iraq produced 111 billion cubic feet (Bcf) of natural gas, down drastically from peak 
output levels of 700 Bcf in 1979. Within two years after the lifting of U.N. sanctions, lraq hopes 
to produce 550 Bcf., and within a decade, Iraq aims to be producing about 4.2 Tcf of natural gas 
annually. Since most of Iraq's natural gas is associated with oil, progress on increasing the 
country's oil output will directly affect the gas sector as well. Natural gas is both produced with 
oil and also used for reinjection for enhanced oil recovery efforts. Generally, Iraq's policy is to ( 
award gas and oil concessions to companies from countries supporting the easing or lifting of 
U.N. sanctions (i.e., France, China, Russia). Russian companies reportedly are hoping to 
develop a number of natural gas production and processing facilities in Iraq, including a group 
of fields in the Misan region of southern Iraq. 

Main sources of associated natural gas are the Kirkuk, Ain Zalah, Butma, and Bai Hassan oil 
fields in northern Iraq, as well as the North and South Rumaila and Zubair fields in the south. 
The Southern Area Gas Project was completed in 1985, but was not brought online until 
February 1990. It has nine gathering stations and a larger processing capacity of 1.5 billion 
cubic feet per day. Natural gas gathered from the North and South Rumaila and Zubair fields is 
canied via pipeline to a 575-Mmcf/d natural gas liquids (NGL) fractionation plant in Zubair and 
a 100-Mmcf/d processing plant in Basra. At Khor al-Zubair, a 17 .5-million-cubic-foot LPG 
storage tank farm and loading tenninals were added to the southern gas system in I990. 

Iraq's only non-associated natural gas production is from the al-Anfal field (200 Mmcf/d of 
output) in northern Iraq. Al-Anfal production is piped to the Jambur gas processing station near 
the Kirkuk field, which is 20 miles away. Al-Anfal's gas resources are estimated at 4.5 Tcf, of 
which 1.8 Tcf is proven. In December 2001, Russia's Gazprom reportedly was negotiating 
possible development of al-Anfal. In November 2001, a large non-associated natural gas field 
reportedly was discovered in the Akas region of western Iraq, near the border with Syria, and 
containing an estimated 2.1 Tcf of natural gas reserves. It is not clear whether or not the field is 
associated or non-associated. 

In August 2001, Iraqi oil minister Rashid announced that Iraq had reached an agreement with 
Turkey to build a $2.5 billion gas pipeline to Turkey, and possibly on to Europe. Iraq aims to 
increase its natural gas exports to Europe, and Turkey could be a key transit center. Iraq also 
would like to export natural gas to Syria, Lebanon, and Jordan. 

ELECTRIC POWER 
Around 85%-90% of Iraq's national power grid (and 20 power stations) was damaged or 
destroyed in the Gulf War. Existing generating capacity of 9,000 megawatts (MW) in December 
1990 was reduced to only 340 MW by March 1991. In early 1991, transmjssion and distribution 
infrastructure also was destroyed, including the 10 substations serving Baghdad and about 30% 
of the country's 400-kilovolt (kV) transmission network. In early 1992, Iraq stated that it had 
restarted 75% of the national grid, including the 1,320-MW Baiji and Mosul thermal plants as 
well as the Saddam Dam. [n 1998, Iraq's maximum available electric generation capacity was 
estimated (by Iraq) at around 4,000 MW, with a report in November 1999 'indicating that this 
figure may have increased even further, to 6,000 MW. Despite this increase, power continues to 
be rationed throughout lhe country. 

According 10 a report by U.N. Secretary General Kofi Annan, Iraq's power deficit stood at 1,800 
MW as of August 2000, with blackouts a common occurrence. Iraq reportedly has signed 
contracts for renovating two generation units at the Harithah power plant, and another to rebuild 
the Yusufiyah plant, which stopped operating in 1990. Iraq's Electricity Authority reportedly 
also has signed several other contracts with Chinese, Swiss, French, and Russian companies, 10 
build 3,000 MW of additional power generating capacity. These contracts require U.N. 
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approval, and Iraq has claimed that the United States and Britain are blocking $1.5 billion wonh 
of electrical equipment it has requested. In December 2000, it was reponed that a Chinese 
company had completed work on the Abdullah power plant nonh of Baghdad. In October 2001, 
it was reponed that Russia's Mosenergomontazh was working to modernize Iraq's Southern Heat 
and Power Plant in Najibia, Basra province. The project aims to add 200 MW of generating 
capacity to Iraq's grid. In August 2002, the Najaf govemate in southern Iraq announced that two 
new power plants, with a combined capacity of 20 MW, had come online. 

Sources for rhis report include: Agence France Presse; Associared Press; BBC Summary of 
World Broadcasrs; Business Week; Chicago Tribune; CIA World Facrbook 2002,· Deutsche 
Bank; Dow Jones; DRl/WEFA; The Economisr; Economisr lnrelligence Unir; Energy Compass; 
Financial Times; Gulf News; Harr's Africa Oil and Gas; Inter/ax News Agency; Janet Matthews 
Information Services (Quest Economic Database); Los Angeles Times; Middle Easr Economic 
Survey; New York Times; Oil & Gas Journal,· Oil Daily; Petroleum Economisr,· Perroleum 
l111el/igence Weekly; Platt's Oilgram News,· Reuters News Wire; Russian Oil and Gas Report; 
U.N. Office of the Iraq Programme; U.S. Energy Information Administration; U.S. Department 
of State,· Wall Street Journal Europe,· Washington Post; Weekly Petroleum Argus,· World 
Markets Energy. 

COUNTRY OVERVIEW 
Head of Government: Saddam Hussein al-Takriti 
Deputy Prime Mlnlster: Tariq 'Aziz 
lndependence:October 3, 1932 
Population (7/0IE): 23.3 million 
Location/Size: Middle East/168,709 square miles, slightly more than twice the size of Idaho. 
Major Cities: Baghdad (capital), Basra, Mosul, Karbala, Kirkuk 
Languages: Arabic, Kurdish 
Ethnic Groups: Arab 75-80%, Kurdish 15-20%, Turkmen, Assyrian, or other 5% 
Religions: 97% Muslim (Shi'a 60-65%, Sunni 32-37%), Christian or other (3%) 
Defense (2001E): Army (375,000); Air Force (30,000); Navy (2,000). Iraq is believed to have 
2,200 main battle tanks and over 300 combat aircraft (of which as few as 100 may be 
serviceable); Paramilitary Forces (42,000-44,000, including Security Troops, Border Guards, and 
"Saddam's Fedayeen") 

ECONOMIC OVERVIEW 
Currency: Iraqi Dinar (ID) 
Unofficial Exchange Rate (9/02E): US$1 = IDl,990 (note: the officiaJ rate is US$1=ID0.3) 
Gross Domestic Product (at market exchange rates) (2002E): $28.6 billion 
Gross Domestic Product (at purchasing power parity rates) (2002E): $15.5 billion (around 
one-third of I 989's economic output) 
Real GDP Growth Rate (2001E): 3.2% (2002E): (-3%)-1.5% (2003F): 1.9%-6% 
lnOation Rate (consumer prices) (200IE): 28.1% (2002E): 24.6% (2003F): 17.6% 
Major Export Products (2002): Crude oil and oil products (regulated by the United Nations)/ 
Major Import Products (2002): Food, medicine, consumer goods (regulated by the United 
Nations) 
Merchandise Exports (2001E): $15.8 billion 
Merchandise Imports (2001E): $11.0 billion 
Merchandise Trade Balance (2001E): $4.8 billion 
Current Account Balance (2001E): $0.9 billion 
011 Export Revenues (2002E): $13.J billion (includes $3 billion or so in smuggling) 
OH Export Revenues/Total Export Revenues (2002E): 95% or more 
Total External Debt (2001E): $62.2 billion 
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ENERGY OVERVIEW 
Minister of Oil: Amir Muhammad Rashid al-Ubaydi 
Proven Oil Reserves (l/1/02E): 112.5 billion barrels (around 75 billion barrels of which has 
not yet been developed; potential reserves are as high as 200 billion barrels 
Oil Production (January-July 2002E): 1.99 million barrels per day (bbl/d). of which 1.97 
million bbl/dis crude oil (note: Iraqi oil production was 2.45 million bbl/din 2001) 
011 Production Capacity, Maximum Sustainable (10/02E): 2.8-3.0 million bbVd 
Oil Export Routes: Kirkuk-Ceyhan pipeline; Mina al-Bakr port; to Jordan and Turkey via 
truck; reportedly to Syria via the Kirkuk-Banias pipeline; smuggling by boat along the Gulf 
coast 
Oil Consumption (2002E): 460,000 barrels per day (bbl/d) 
Net 011 Exports (January-July 2002E): 1.5 million bbl/d 
U.S. Oil Imports from Iraq (January - July 2002E): 566,000 bbl/d (down from 795,000 bbl/d 
during 2001) 
Crude Oil Refining Capacity (1/1/02E): 417,500 bbl/d (a.ccording to the Oil and Gas Jou.ma/) 
Natural Gas Reserves (1/l/02E): 109.8 trillion cubic feet (Tcf) 
Natural Gas Productlon/Consumptlon (2000E): 111 billion cubic feet (Bcf) 
Electricity Generation Capacity (2000E): 9.5 gigawatts (90% thermal) 
Electricity Production (2000E): 27 .3 billion kilowatthours 

ENVIRONMENTAL OVE RVIEW 
Total Energy Consumptkm (2000E): 1.09 quadrillion Btu• (0.3% of world total energy 
consumption) 
Energy-Related Carbon Emissions (2000E): 20.2 million metric tons of carbon (0.3% of 
world total carbon emissions) 
Per Capita Energy Consumption (1999E): 51.7 million Btu (vs U.S. value of 355.8 mHlion 
Btu) 
Per Capita Carbon Emissions (2000E): 0.88 metric tons of carbon (vs U.S. value of 5.6 metric 
tons of carbon) 
Energy Intensity (1999E): 14.895 Btu/ $1995 (vs U.S. vamue of 11.138 Btu/ $1995) .. 
Carbon Intensity (1999E): 0.28 metric tons of carbon/thousand $1995 (vs U.S. value of 0.18 
metric tons/thousand $1995) .. 
Sectoral Share ot Energy Consumption (l998E): Transportation (56.9%), Industrial (33.9%), 
Residential (9.2%), Commercial (0.0%) 
Sectoral Share of Carbon Emissions (1998E): Transponation (61.l %), Industrial (28.9%), 
Residential (9.9%), Commercial (0.0%) 
Fuel Share of Energy Consumption (2000E): Oil (88.6%), Natural Gas (10.6%) 
Fuel Share of Carbon Emiss•ons (2000E): Oil (90.4%), Natural Gas (10.6%) 
Renewable Energy Consumption (1998E): 7 trillion Btu• (0% increase from 1997) 
Number of People per Motor Vehicle (1998): 17.8 (vs U.S. value of 1.3) 
Status in Climate Change Negotiations: Iraq is not a signatory to the United Nations 
Framework Convention on Climate Change or to the Kyoto Protocol. 
Major Environmental Issues: Government water control projects have drained most of the 
inhabited marsh areas east of An Nasiriyah by drying up or diverting the feeder streams and 
rivers; a once sizable population of Shi'a Muslims, who have inhabited these areas for thousands 
of years, has been displaced; f unhermore, the destruction of the natural habitat poses serious 
threats to the area's wildlife populations; inadequate supplies of potable water; development of 
Tigris-Euphrates Rivers system contingent upon agreements with upstream riparian Turkey; air 
and water pollution; soil degradation (salination) and erosion; desertification. 
Major International Environmental Agreements: A party to the Law of the Sea and the 
Nuclear Test Ban. Has signed, but not ratified, Environmental Modjficatfon. 

•The total energy consumption statistic includes petroleum. dry natural gas, coal, net hydro, 
nuclear, geothermal, solar, wind, wood and waste electric power. The renewable energy 
consumption statistic is based on International Energy Agency (IEA) data and includes 
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hydropower, solar, wind, tide, geothennal, solid biomass and animal products, biomass gas and 
liquids, industrial and municipal wastes. Sectoral shares of energy consumption and carbon 
emissions are also based on IEA data. 
**GDP based on EIA International Energy Annual 2000 

OIL AND GAS INDUSTRY 
Major Companies: The Oil Ministry oversees the nationalized oil industry through the Iraq 
National Oil Company (TNOC). Autonomous companies under INOC include the Stare 
Company for Oil Projects (SCOP) - design and engineering of upstream and downstream 
projects; Oil Exploration Company (OEC) - exploration; Northern Oil Company (NOC) and 
Southern Oil Company (SOC) - upstream activities in northern/central and southern Iraq, 
respectively; Stare Orga11izationfor Oil Marketing (SOMO) - crude oil sales and OPEC 
relations; Iraqi Oil Tankers Company (IOTC); and various departments within the Ministry of 
Oil which nm Iraq's internal pipeline systems, distribute oil products, operate downstream 
natural gas/LPG projects and gas bottling plants. In August 200 l , Iraqi oil minister Rashid 
announced that a new state oil company ("Oil Projects Company") would be created to oversee 
development of new Iraqi discoveries. 
Major 011 Fields (proven reserves. billion barrels, 2001E): Majnoon (12. 1-20.0), West 
Quma (11.3-15.0), East Baghdad (11+), Kfrkuk (10+ ), Rumaila (10+), Nahr bin Umar (6+), 
Rattawi (3.1 ), Halfaya (2.5-4.6), Nassiriya (2-2.6), Suba-Luhais (2.2), Tuba ( 1.5), Khurmala 
( 1.0), Gharaf ( 1.0-1. l ), Rafidain (0.7), Amara (0.5) 
OU Renneries (crude refining capac.ity bbJ/d, 2001E): Baiji (150,000), Basra (140,000). 
Daura (100,000), Khanaldn (12,000), Haditha (7,000), Muftiah (4,500), Qayarah (2,000) (Note: 
Iraq reportedly is constructing several 10,000-bbVd mobil refineries). 
Major Ports: Mina al-Bakr (l.2 million bbl/d current capacity), Khor al-Amaya, Khor al­
Zubair, Umm Qasr 
Major Pipelines (current capacity): Kirkuk-Ceyhan (Donyo/) Pipeline - 0.9 million bbl/d 
(optimal capacity on the two lines to Ceyhan is potentially around l.5-1.6 million bbVd); Jraq­
Saudi Arabia Pipeline (IPSAl. 2)- possibly 1.65 million bbl/d (closed by Saudi Arabia in 
1990); Baniasnripoli Pipeline - possibly 0.3 million bbl/di (closed by Syria in 1982); Iraq 
Strategic Pipeline - less than 1.4 million bbl/d (reversible. internal transportation only) 

LINKS 

For more information on Iraq, see these other sources on the EIA web site: 
.Ir11q_Cb10.no.J.Qgy.;-1.2fil}:l002 
EIA - Countr:y I~ 

Links to other U.S. government sites: 
2002 CIA World Factbook - Iraq 
U.S. Office of Foreiiro Assests Control (for jnfoanatjon on lr.iqi Sanlliom) 
!LS._.S!g~~nt's Consular lnfo!JJlaJion Sheet - Iraq 
l..ihau:y_oLCon~l.olq .. CQ .. un.tr.Y..SMl>'. 

The following links are provided solely as a service to our customers, and therefore should not 
be construed as advocating or reflecting any position of the Energy lnfonnation Administration 
(EIA) or the United States Government. In addition, EIA does not guarantee the content or 
accuracy of any information presented in linked sites. 

UN Office of the Iraq Program U.N. Security Council Resolutions Relating tfilrnq 
Permanent Mission of Iraq to ~itcd Nations 
MENA Petroleum Bulletio. 
Uni versit)'. of Texas at Aus'lin -- Iraq Page 
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Harvard Univ~~ -- Iraq Page 
University of Pennsyl vania -- Middle East Cemer 
f lime.LA.mbi~_&orn 
AME Info Middle East Business lnform<Ui.Qn 

Page 15or 15 

If you liked this Country Analysis Brief or any of our many other Country Analysis Briefs. you 
can be automatically notified via e-mail of updates. You can also join any of our several mailing 
lists by selecting the listserv to which you would like to be subscribed. The main URL for 
listserv signup is Jll~ww&iMl~ovL.li.st~ILSi.glll!P. hJ.ml. Please follow the directions 
given. You will then be notified within an hour of any updates to Country Analysis Briefs in 
your area of interest. 

Return to Country Analysis Briefs home page 

File last modified: Octobell' 18, 2002 

Contact: 

Lowell Feld 
lf~d@cja.®e.iID'. 
Phone: (202)586-9502 
Fax: (202)586-9753 

EJA Home 
Contact U1 

URL: http://w-.ela.doe.gov/emeu/cabs/ lri 

1::- ~"'°' 1n'io. \\ \>ulo\a<:. 

On~ ~8;~ 



fJ 

er 
Executive Summary 

No. 1633 March 5, 2003 

THE ROAD TO ECONOMIC PROSPERITY 
FOR A POST-SADDAM IRAQ 
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As the Bush Administration and ltaqi opposition 
groups plan the future of a post-Saddam Hussein 
Iraq without Its weapons of mass destrucuon 
(WMD). economic Issues loom large. Iraq's econ­
omy has been grossly mismanaged, and its people 
largely repressed, for 40 years. 

Iraq desperately needs an alternative to the failed 
policies of its dictator. Sound economics are needed 
to help the Iraqi people rebuild their lives and their 
country after two decades of wars and four decades 
of repression under the current regime. The U.S. 
government, the oil industry, and international 
financial Institutions should provide technical 
expenise to the future government of Iraq 10 divest, 
privatize, and modernize its national economy. 

Saddam's Devastation of Iraq 's Economy. Sad­
dam's regime has succeeded in bankrupting the 
country even though lraq boasts the world's second 
largest oil reserves after Saudi Arabia, estimated at 
112 billion barrels of oil and potentially even 
higher. The oil sector provides more than 60 per­
cent of the country's gross domestic product (GDP) 
and 95 percent of its hard currency earnings. Yet 
GDP for 2001, at the market exchange rate, is esti­
mated to be only about one-third its level In 1989. 
Iraq also is hobbled by its $140 billion foreign debl. 
This devastation was wrought by such policies as 

the nationalization of the country's chief export 
commodity, oil, extensive central planning of 
Industry and trade; the 1982-1988 war against 
Iran; and the invasion of 
Kuwait, which precipi­
tated the 1991 Gulf Wat. 

According to the U.S. 
General Accounting 
Office, oil smuggling and 
illegal surcharges of 25 
cents to 50 cents on a bar­
rel of legal oil are provid­
ing the funds to bolster 
Saddam's regime. Sad­
dam's unaccounted reve­
nues are at least $6.6 
billion-money that he 
has been free to spend to 
develop WMD and sup­
pon terrorism in spite of 
economic sanctions 
imposed by the United 
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Nations after the Persian Gulr War to force him to 
give up his WMD. And Saddam still stubbornly 
refuses to meet the terms for lifting the economic 
sanctions that the United Nations has imposed on 
his regime. 
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The road to economic prosperity in lraq will not 
be easy, but the Bush Administration can help the 
new government achieve fundamental structural 
refonn with massive, orderly. and transparent priva­
tization of various sectors of the economy, including 
the oil industry. 

Building a Post-Saddam Iraq. The new govern­
ment established by the people of Iraq should rep­
resent all the major sub-national groups-the Shiite 
Arabs. the Sunni Arabs, and the Kurds. The best 
model is a federal system that includes the various 
factions. Iraqi opposition leaders wiU need a com­
mitment, from the United States and international 
financial institutions, that they will furnish neces­
sary expertise and technical assistance. To gain that 
commitment, Iraq will need to abandon its statist 
policies and become fully commiued to the princi­
ples of a market economy. 

Promoling Privatization. Privatization effons in 
other countries show that privately held Infrastruc­
ture, oil, and oil service companies generate greater 
efficiencies, improved production, and higher reve­
nues than do centrally planned and state-owned 
industries. The same can be achieved in Iraq, whose 
oil industry cannot thrive without access to global 
capital markets. The Administration should work 
with lraqs future federal government to develop 
mechanisms for privatizing these industries. taxing 
oil sales. and sharing the proceeds equitably with 
the three major ethnic regions-.the Shiite Arabs In 
the South, the Kurds in the North, and the Sunni 
Arabs In the central region. 

As the end of Saddams regime will mean the end 
of the U.N. sanctions, the rationale for the U.N.­
admfnlstered oil-for-food program will be removed. 
Absent the threat of an Iraqi program to develop 
weapons of mass destruction, the Bush Administra­
tion should not support leaving the oil-for-food 
program in place, let alone expanding It. The tem­
porary U.S. administration and the future govern­
ment of Iraq should also remove Ba'ath cadres loyal 
to Saddam and his clan in the national oil ministry 
and the Iraqi National Oil Company. 

During the 1990s, Saddam attempted to disman­
tle the U.N. Security Council san.ctions or "encour-

age• permanent members to veto the use of force 
against Iraq by allocating lucrative contracts for the 
development of giant Iraqi oil fields to companies 
from Russia, France, and China. The power of Sad· 
dam's regime to allocate these contracts in view of 
their corrupt nature is questionable, and the cir· 
cumstances surrounding the granting of these con­
tracts need to be re-examined. 

Needed: Comprehensive Economic Reform. 
The Bush Administration, its allies. and interna­
tional organizations should prepare, encourage, and 
support the: future leaders of a post-Saddam Iraqi 
government to develop a comprehensive econ.omic 
reform package. Specifically, in addition to the 
reforms oullined above, a new federal Iraqi govern­
ment must lake steps to create a modem legal envi­
ronment Lhat recognizes property rights and is 
conducive to privatization; educate and prepare the 
people of Iraq for structural economic refonn and 
privatization through a public informailon cam­
paign; deregulate prices internally, including in the 
utilities and energy sector; prepare state assets, 
including industries, utilities, transportation, pons 
and airports, pipelines, and the energy sector, for 
privatization: keep the budget balanced and Infla­
tion, 1axes, and tariffs low; and liberalize and 
expand trade, and launch an effort for Iraq to join 
the World Trade Organization. 

Conclusion. Economic growth will be an impor­
tant contrlbu1lon to the stabilization of Iraq, allow­
ing the Uni1ed States and 01her forces stationed 
there to depan after assuring that Iraq's WMD 
threat and repressive regime have ended. Structural 
refonn and comprehensive privatization is a win· 
ning strategy for the people of Iraq, Its future gov­
ernment, the region, and the United States. 

-Arid Cohen, Ph.D., is Research fellow In Russian 
and Eurasian Studies in the Kathryn and Shelby Cullom 
Davis Institute for International Studies, and Gerald P. 
O'Drlscoll, Jr., Ph.D .• Is former Director of the Center 
for Inttmatlonal Tradt and Economics, at The Heritage 
Foundation. This paper Is updated from Backgrounder 
No. 1594, published on September 24, 2002. 

NOTE: Nothing written here is to bt con.st rued as necessarily reflecting the views of The Heritage Foundation or as an 
attempt to aid or hinder the passage of any bill btf ore Congress. 
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THE ROAD TO ECONOMIC PROSPERITY 

FOR A POST-SADDAM IRAQ 
ARIEL COHEN, PH.D ., AND GERALD P. O 'D RISCOU, )R., PH.D. 

As the Bush Administration and Iraqi opposition 
groups plan the future of a post-Saddam Hussein 
Iraq without its menacing arsenal of weapons of 
mass destruction (WMD), economic issues loom 
large. Iraq's economy has been g.rossly mismanaged 
for 40 years. and its people desperately need an 
alternative strategy to supplant the failed policies of 
Its dictator. Sound economics arc needed lo help 
them rebuild their lives and their country after two 
decades or wars and four decades of repression 
under the current regime. 

Saddam Hussein's regime has succeeded In bank­
rupting the country even though it boasts 112 bil­
lion barrels of of! in reserves-the world's second 
largest after Saudi Arabia's.1 According to some 
expcns. Iraqi reserves can be as large as 220 billion 
barrels-equal 10 those of Saudi Arabia.2 Gross 
domestic product (GDP) for 2001, at the market 
exchange rate, however, is estimated co be only 
about one-third the level in 1989.3 Iraq also is hob­
bled by its $140 billion foreign debt. 4 

This devastation was wrought by such policies as 
the nationalization of the country's chief expon 
commodity, oil; extensive 
central planning of indus­
try and trade; the 1982-
1988 war against Iran; and 
che invasion of Kuwait, 
which precipitated the 
1991 Gulf War. And Sad­
dam still stubbornly 
refuses to meet the terms 
for lifting the economic 
sanctions that the United 
Nalions has imposed on 
his regime. 

Saddam also has suc­
ceeded in diverting ac least 
$6.6 billion-primarily in 
revenues from smuggled 
011 and kickbacks-to his 
program 10 develop 
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nuclear, chemical, and biological weapons and plat-

I. ~rola Hoyos, "Baghdad Re-entry 10 Market 'Could Have Big Impact'," Finanoal Timts, February 21. 2003, p. 6. 

2. John Donnelly, 'Planning Is Underway to Manage Iraqi Oil," Boston Globc,JanW1ry 26, 2003, quoungjames A. Placke of 
Cambridge Energy Research Associates. 

3. U.S. Depanment of Energy, Energy lnfoONt!on Administration, "ln1q Country Overview." at http://www.t ia.dot.govlcmcul 
cabsliraq.html. 

4. Ibid. 
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forms for their delivery. He continues to suppon 
terrorist organizations, such as Hamas and the Pop­
ular Front for the Liberation of Palestine (PFLP), 
which the U.S. Department of State includes on its 
list of state sponsors of terrorism. 5 Presumably, a 
post-war U.S. military presence in Iraq and Iraq's 
future security forces will ensure that the new Iraqi 
government does not continue to develop WMD 
and support terrorism. 

The future of Iraq depends not only on the ouster 
of the country's repressive regime, but also on the 
ability of the new Iraqi leaders to reverse the dam­
age through policies that will spur real economic 
growth. The sooner the threat from Saddam's WMD 
programs ends and the Iraqi economy recovers, the 
sooner the United States and the: other security 
forces will be able to depan. 

A double strategy of ensuring security and 
enabling economic growth will need international 
support. The Bush Administration should help 
Iraqi opposition leaders to develop an economic 
reform package for their country. The new post­
Saddam federal government should develop a mod­
em legal system that recognizes property rights and 
is conducive to privatization; create a public infor­
mation campaign that prepares the people for struc­
tural reforms and privatization; hire expatriates and 
Western-educated Arabic speakers with financial. 
legal. and business expertise for key economic posi­
tions; deregulate prices. including prices in the util­
ity and energy sectors; prepare state assets in the 
utility, transportation, pipeline, energy, and other 
sectors for privatization; keep the budget balanced 
and inflation, taxes, and tariffs low; liberalize and 
expand trade; and launch an effort to join the 
World Trade Organization (WTO). 

THE TOUGH ECONOMIC ROAD AHEAD 
Iraq's Lifeblood: Oil. As Chart l and Chan 2 

show, the Iraqi economy is dominated by the oil 
sector, which provides more than 60 percent of 
Iraq's GDP and 95 percent of Its hard currency earn­
ings.6 The economic sanctions imposed by the U.N. 
in the past decade In an effort to force Saddam to 
give up his weapons of mass destruction not only 
have not worked, but also have helped to depress 
foreign trade. 

According to the U.S. General Accounting Office, 
however, oil smuggling and illegal surcharges of 25 
cents to 50 cents a barrel on legal oil purchases 
under the U.N. oil-for-food program bolster Sad­
dam's regime. These illegal activities from 1996-
2002 have provided unaccounted revenues of at 
least $6.6 billion,7 which Saddam has been free to 
spend to develop WMD and support terrorism.8 

How much Saddam is actually spending on his 
deadly arsenal is hard to telL The lack of informa­
tion is so pervasive that the international financial 
institutions {IFls). foreign government agencies, 
and private businesses that provide country eco­
nomic analysis and data do not publish any official 
economic statistics or estimates for Iraq.9 

This means that no recent data on Iraqi govern­
ment consumption of GDP are available. In 1993, 
the most recent year for which data are avaflable, 
governmenl consumption amounted to 13.9 per­
cent of GDP. According to the Economist Intelli­
gence Unit, 

Oil revenue has been the mainstay of 
government income since the 1950s. In 
1968 the oil-based nature of the economy 
was reinforced by the introduction of a 
centralized socialist system, with the 

5. U.S. Dcpanmcnt of State, O!Tlcc of the Coordinator for Countenc1T9rism, •Appendix B: Background lnfonnatlon on Terrorist 
Groups," in Pa11uns of Gfobal Ttrrorism-2000, April 30, 2001. at hcrp:/lwww.stau.gov/s/cllrlslpgrrpt/2000/2'150.hrm. 

6. Energy ln£onnation Administration, •1raq: Country Overview." 

7. U.S. General Accounting Office, U.S. Confronts Significant Challtngcs in /mplcmcnfingSanctions Against Jraq, GAC>-02-625. 
May 2002, at http:llwwwgao.govlatt..xcld02625.lxt. 

8. Al.ix Freedman and Steve Steck low, ·secret Pi~Une: How Iraq Reaps lllegal Oil Profits." Tht Wall Srrccr ]o!'mal. May 2. 2002. 

9. Genld P. O'Driscoll, jr. , Edwin]. Feulner, and Mary Anastasia O'Grady, "Iraq." In 2003 Index of Economic Freedom (Washing­
ton, D.C.: The Heritage Foundation and Dow Jones & Company. Inc., 2003). 

NOTE: Nothing writlen here is to be construed as necessarily reflecting the views of The Heritage Foundation or as an 
attempt to aid or hinder the passage of any bill before Congress. 
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government regulating all aspects of 
economic life other than peripheral 
agriculture, personal services and trade .... 
Meanwhile, the states centrality to the 
economy has increased because the vast 
majority of !mpons and foreign exchange 
have been controlled by the government.10 

The socialist Ba'ath government has demon­
strated gross mismanagement of the oil sector. Dur­
ing the 1960s, exploration stopped and the sector 
was nationalized, which bred corruption and mis­
management. Oil production has barely increased 
since 1980. In 2001, oil production stood at 
approximately 2.8 million barrels a day. Today, Sad­
dam's regime controls oil exploration, extraction, 
refining, pipelines, pons, and all utilities, but oil 
export prices are set by the U.N. sanctions regime. 

Taxing Impons, But Not Smugglers. The Econ­
omist Intelligence Unit notes that dlrea taxation 
has never been a preferred means of raising revenue 
in lraq.11 As 1he lntematlonal Monetary Fund 
(IMF) reports, "impons are restricted by [U.N.) 
sanctions. All lmpons sub;ect to impon duty are 
also subject to a customs surcharge .... Im pons of 
commodities are normally handled by the pubhc 
sector."12 Although the government of Iraq inspects 
and regulates all impons. a small private sector Is 
Involved In considerable smuggling and black mar­
ket currency exchange activities. 

Tough Investment Environment. Even though 
lraq has penn!ttcd some foreign investment in Its 
oil industry and private sector, mainly to help it 
rebuild from the damage of the Gulf War, It dis­
courages most capital inflows. The legal system 
does not guarantee contracts. lnflauon in Iraq 
remains high. From 1994 to 2001, lraqs weighted 
average annual rate of inflation was 80.4 percent; 
for 2001-2002, the rate ranged from 60 percent to 
70 percent.13 

10. Ibid. 

11. EconomlSl Intelligence Unit, "Country ~port, July 2002." 

12 O'Driscoll ti al., "Iraq." in 200J Inda of Econarruc F~cdom. 

13 Ibid. 
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The government controls almost all prices, and 
rationing is the norm for items like food. The . 
regime continues to dlstnbute imponed goods m 
what is essentially a highly centralized command 
economy structure, although it docs retain the abil­
ity to skew the distribuuon of food and other items 
as a way to favor cronies. 

There is no application of modern property 
rights protected by legislation and enforced through 
the couns. The Revolutionary Command Council 
(RCC) of Iraq holds all executive, legislative, and 
judicial authority. The RCCs chairman, Saddam 
Hussein. appoints a council of ministers who are 
theoretically vested with executive authority, but in 
fact they arc able only to rubber-stamp the deci­
sions of the RCC and its chairman. The judiciary is 
not independent: consequently, there is no check 
on Saddam's power to override any coun decision. 

AFTER SADDAM: THE ounooK FOR IRAQ 
AND WORLD ENERGY MARKETS 

One thing Is clear: Saddam's regime, obsessed 
with control and coercion, is destroying the wealth 
of the Iraqi people. After liberation from this 
regime, ll will be lmponant for the Iraqi people to 
rebuild their economy (especially the oil sea or), 
Increase GDP and improve the standard of living, 
attract foreign investment, and Improve govern­
ment services through privatization. 

The Cost of Rebuilding. The cost of rebuilding 
the country will be high. If Operation Desert Storm 
reconstruction costs are used as the basis for esti­
mation, the cost of rebuilding Iraq after Saddams 
regime falls will be in the $50 billion to $100 bil· 
lion range. Ii Together with repaying the Iraqi for­
eign debt (<estimated at from S60 billion-SI 40 
billion) and compensation costs to Kuwait and 
other countries (over S20 billion), the more realistic 
figure Is S200 billion. 15 However, as long as struc­
tural economic refonns are undenaken, lraqs vast 
oil reserves and rebuilt economy, including the 

l't. Bill Genz, "Tab to ~build Iraq, Kuwait Estimated al SIOO Billion," Tht Washington Timn, March 1, 1991. Mon: n:ccnt est1· 
mates confirm dus range 
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revamped oil sector, are likely lo provide the funds 
needed to rebuild and boost economic growth. 

Thus, the United States and the people of Iraq 
have the same Interest at hean: maximize Iraq!; eco­
nomic perfonnance. Without private ownership, 
however, oil will remain politicized and misman­
aged. A group of Iraqi-born oil expens stated in 
December 2002, after a conference on the future of 
the Iraqi oil sector sponsored by the U.S. State 
Depanment, that 

The aspiration of the group is a 
rehabilitated, globally connected oil and 
gas sector .... Oil will remain the primary 
source of revenue and will play a pivotal 
role in the countrys economic 
reconstruction. The group recognized the 
need lo establish a favorable Investment 
climate and attract international and 
Inward capital In the reconstruction and 
growth of the Industry. It saw the 
importance of Introducing modem 
technology, know-how and management 
skills.16 

Thus, the exiles fell shon of calling for post-Sad­
dam privatization of the Iraqi economy. 

Secretary of State Colin Powell has said that "The 
oil of Iraq belongs to the lraql people .... lilt will be 
held for and used for the people of Iraq. It will not 
be exploited for the United States' own purpose .... " 
But this does not preclude the United States from 
offering Its guidance lo the future government of 
Iraq on establishing sound economic and trade pol­
icies to stimulate growth and recovery. 17 It would 
be counterproductive to empower either U.N. 
bureaucrats or Iraqi officials loyal to the Ba'ath 
party and Saddam to run the Iraqi oil industry. 

March 5, 2003 

The Bush Administration, through its executive 
directors at such IFls as the IMF and World Bank, 
as well as other international governmental and 
non-governmental organizations, should begin to 
advise the future leaders of lraqs next government 
to establish policies that will lead to a thriving mod· 
em economy. These policies should be based on 
"best pracuices" developed around the world in the 
1990s, when the largest government privatizations 
in history occurred. 

During the lran-lraq War and the post-Gulf War 
sanctions period, Iraqi petroleum production 
declined significantly. Saudi Arabia filled the void, 
generating a net profit of $100 billion. The funds It 
generated represent monies that should have bene· 
fited the Iraqi people.18 (See Chan 3.) 

Following the demise of Saddam Hussein, it Is 
unlikely that the Saudi kingdom would transfer a 
£ractlon of its production quota under the Organi· 
zation of Petroleum Exporting Countries (OPEC) 
regime to Iraq to compensate for those lost profits 
and facilitate its rebuilding. Iraq will need to ensure 
cash Oow for reconstruction regardless of OPEC 
supply limitations. Combined with the potential 
privatization of the oil industry, such measures 
could provide incentives for Iraq to leave the OPEC 
cane! down the road, which would have long-tenn, 
positive implications for global oil supply. 

Potential Benefits of Leaving the OPEC 
Regime. An Iraq outside of OPEC would find avail­
able from its oil trade an ample cash Oow for the 
countrys rehabilitatton. Its reserves currently stand 
at 112 billion barrels, but according to the U.S. 
Energy Information Administration, it may have as 
much as 200 billion barrels in reserve.19 Estimates 
by Iraqi oil officials are even higher: According to 
OH Minister Amir Muhammad Rashad20 and Senior 
Deputy Oil Minister Taha Hmud, the reserves could 

15 Julian Borger, "Post-Saddam Iraq Will Cost Y~u, U.S. Warned," The GuQrr/ia.n, August 2, 2002, at h11p:l/www.guardian.co.11W 
bush!story!0,7369,767755,00.html. uwre.nce Lindsey. Din:ctor of the National Economic Council, is quoted as estimating a 
~ost for the Iraq w~r of between SlOO billion and S200 billion. It is unclear what is included In that figure. Sec Bob Davis, 
Bush Economic Aide Says Cost of Iraq War May Top SlOO Billion," The Wail! S1mtjo11rnal, September 16, 2002, p. }. 

16. Vicki Silverman, "Iraqi Profuslonals Discuss the Future of Local Government and Oil." U.S. Department of State, Office of 
International Information Programs. December 31, 2002, at h11p:l/usinfo.sLotc.govlrtgionaVncaliraql1txlll 231 prof.him. 

17. Donnelly. ·Planning ls Underway to Manage Iraqi Oil." 

18. "Round Table on Declining Oil Prl.cC$ and Its Politic.ti Consequences in the Middle East," Middle East Studies, Vol. 6, No. 1 
(Spnng l 999), pp. :>-36, at hllp:llww..ineUrQll.c.om/Htdoa!Oippings/Econorny/990322XXFE01.html. 

19. Energy Information Admmlstratlon, ·1raq: Country Overview," p. \<t. 
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be as high as 270 billion to 300 billion barrels, 
making them equal to Saudi Arabias.21 

Iraq's 1990 output prior to the beginning of the 
Gulf War stood at 3.5 million barrels a day, while 
oil discovery rates on a few new projects in the 
1990s were among the highest in the world: 
between 50 percent and 75 percent. Given Iraq's 
own output projections, it may be capable of 
pumping as much as 6 million barrels (by 2010) to 
7 million barrels (by 2020) a dali more than dou­
bling current production levels. (See Chan 4.) 

Such a surge in production may be opposed by 
OPEC ·countries. which would like to keep its 
quota around the current 2.8 million barrels per 
day, while historic market share is taken by the 
Kingdom of Saudi Arabia, which currently is 
pumping close to 8 million barrels per day.23 

Depending on the dynamics of global economic 
growth and world oil output, Iraq's increase in oil 
production capacity could bring lower oil prices in 
the long term. 

An unencumbered flow of Iraqi oil would be 
likely to provide a more constant supply of oil to 
the global market, which would dampen price fluc­
tuations, ensuring stable oil prices In the world 
market in a price range lower than the current $25 
to $30 a barrel. Eventually, this will be a win-win 
game: Iraq will emerge with a more viable oil 
industry, while the world will !benefit from a more 
stable and abundant oil supply. 

PRIVATIZATION: 
LEARN INC FROM THE PAST 

Boosting oil exports and oil industry prlvatiza· 
tion by itself still may not be sufficient for growth 
over the long haul. To rehabilitate and modernize 

its economy, a post-Saddam government will need 
to move simultaneously on a number of economic 
policy fronts, utilizing the experience of privatiza­
tion campaigns and structural reforms in other 
countries to develop a comprehensive policy pack­
age. 

Several lessons from other countries' privatiza­
tion experiences are particularly relev~m to Iraq's 
situation. Specifically: 

LESSON #l: Privatization works everywhere. 
Between 1988 and 1993, 2,700 state-owned 
businesses in 95 countries were sold to private 
investors. H In 1991 alone, $48 billion in state 
assets were privatized worldwtde.25 Privatiza­
tions led to higher productivity, faster growth, 
increased capacity, and cheaper services for 
consumers. 
In one study, the World Bank reviewed 41 finns 
privatized by public offerings in 15 countries. 
This review demonstrates that privatization will 
increase the return on sales, assets, and equily. 
As privatized finns grow, they often increase 
their workforces. In another study, the World 
Bank reviewed 12 privatization efforts In four 
countries, and its findings again demonstrate 
why privatization is good for the economy as a 
whole, no matter where it is implemented.26 

LESSON #2: Privatization works best when it is 
part of a larger structural reform program. 
Privatization needs to be accompanied by 
reforms to open markets, removal of price and 
exchange rate distortions, reductions in barriers 
to entry, and elimination of monopoly powers. 
In addition to these policies, governments 
should enact legislation that protects consumer 

20. "lraqs OU Resuvcs Bigger than Saudi Arabia, Minister Says," BBC Monhor!ng. August 6. 2001, Al-Jumhuriyah Web site In 
Arabic, August 4, 2001 . 

21. "Iraq's OH Industry: An Overview," Platts, a l htrp:llwww.plarts.com!fta1uresllraqloilovtrvitw.shtml. 

22. "Iraq Building E&D Project Lisi for Post-U.N. Sanctions Period," Tht Oil and Gas journal, Vol. 9:5, No. 15 (April I+, 1997). 

23. Hoyos, "Baghdad Re-entry 10 Market 'Could Have Big Impact'." 

H . Energy Information Administration, "Prtva1iza1ion and the Globalization or Energy Markets," Energy Plug. at http:// 
www.cici.govlemculpl11gslplpgcm.html. 

25. Madsen Pirie, "Privatization," Concise Encyclopedia of Economics, at hltp:llwww.econlib.orgllibrarylencl!privatitailon.html. 

26. World Bank, "Prtvatlzatloh: Etgh1 ussons or Experience," Policy Views from the Country Economics Oepanment,Jt1ly 1992, 
at ht1p:llwww.worldbanh.orglh1mllprddrlou1dtacltlorJ.htm. For the latest annual update on global privatlzallons, see Reason 
Public Policy lnstl1u1e, "Privatization 2002: Putting the Pieces Together," al www.rppi.org/apr2002.pdf. 
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welfare.27 Such successful structural refonn and 
privatization programs were implemented in 
the 1990s in Poland, Hungary, the Czech 
Republic, and the three Baltic States, panicu­
larly Estonia. 

LESSON #3: Privatization of large enterprises 
requires preparation. Successful privatiza­
tions of large enterprises may necessitate such 
advance actions as breaking them into smaller 
competitive units, recruiting experienced pri· 
vate-sector managers, adopting Generally 
Accepted Accounting Principles (GAAPs), set­
tling past liabilities, and shedding excess 
labor::28 

LESSON #4: Transparency and the rule of law 
are critical. Opaque privatization and allega­
tions of corruption and cronyism provide politi­
cal ammunition to the opponents of market­
based policies. To eliminate these problems and 
be successful in its privatization efforts, the gov­
ernment must adopt competitive bidding pro­
cedures, objective criteria for selecting bids, and 
protocols for hiring independent privatization 
management finns, and establish a privatization 
authority with minimal bureaucracy to monitor 
the overall program.29 

LESSON #5: A minimal safety net is necessary 
to support laid-off workers and prevent 
social unrest. Buyouts of the state-owned 
enterprise's management and labor force , as 
well as distribution of some of the privatized 
firm's shares to its management and labor force, 
can go a long way toward alleviating social ten­
sions that might undermine public suppon for 

27. World Bank, "Privatization: Eight Lessons of Experience." 

28. Ibid. 

29. Ibid. 

30. Ibid. 
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privatization. 

LESSON #6: Privatization is taking place in the 
Middle East. Privatization is no longer limited 
to affiuent or middle-income countries. From 
Margaret Thatcher's Great Britain, privatizations 
of state-owned assets and structural reform pol­
icies spread to many countries in Africa, Asia, 
and Latin America, including the Philippines, 
Malaysia, Jamaica, and Sri Lanka. An internal 
study of World Bank managers in the Middle 
East and North African depanment found that 
many were enthusiastic in sttpporting privatiza­
tion efforts In their reglons.3 A number of Mid­
dle Eastern states, including Iraq's neighbors 
Turkey31 and Kuwait,32 are pursuing privatiza­
tion of their telecommunications, transporta­
tion, utilities, and oil sectors and services, while 
other:s, such as Iran and Saudi Arabia, have 
declared their intentions to privatize assets and 
are in the policy discussion stage.33 

LESSONS FROM OIL AND GAS 
PRIVATIZATIONS 

Oil privatization remains a politically painful 
issue in many countries. Economic nationalists 
claim oil is a "national patrimony, "34 whereas 
socialists and radical Islamists call private and for­
eign ownership of natural resources "imperialist" 
and other such pejoratives. Such rhetoric has one 
goal: to keep a precious and profitable resource in 
the hands of the ruling elite, be it a communist 
party politburo, a dictator, or a group of mullahs. 

In fact , oil is a commodity and should be man­
aged according to the laws of economics and best 
business practices. Even a country as fiercely 

31. See Republic of Turkey, Office of 1he Prime Minister, Mlnisuy of Privatization Admlnis1ra1 ion. at http://www.oib.gov.trl. 

32. Dr. Shafiq Ghabra, "The View from Kuwal1," Middle Eas1 Forum, March 18, 2000. For more on l<uwail, see U.S. Oe·panmem 
of Commerce, "Commercial Overview," at hup:llwww.arabcham~r.cornlarab-coutnrits/KuwaiUcommtrcial_overvlew.htm. See 
also International Monetary Fund, "IMF Concludes Anicle IV Consuhation Wi1h l<uwai1." Public ln£orma1ion Notice No. 00/ 
27, April 4, 2000, al hup:llwww.imf.org/cxttmaVnpluclpn/2000/pn0027.htm. 

33. See Energy Information Admlnfsira1ion. "Saudi Arabia," January 2002. at hup:llwww.tici.dot.gov/emtulcabslsaudi.html. On 
Iran, see "Round Table." Middle East Studies, at hrtp:llwww.nttiran.com/Htdocs/Clpppings/Ftconomyl990322XXFE01 .hlml. 

34. Mary Jordan, "Drilling Stakes al Mexico~ Hean," Tht Wa.shlngton Post, January 25, 2002. 
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nationalist as Russia recognizes this and is under­
taking the largest oil-sector privatization in history. 
The lessons from past experience in oil privatiza­
tions are also positive. Specifically: 

ENERGY SECTOR LESSON #l: First "entitize," 
then privatize. The Conservative government 
of Margaret Thatcher successfully privanzed 
some British oil assets in the 1980s. In the early 
1990s. Russia carved up its state-run oil minis­
try into regional monopolies. It created joint 
stock companies, later selling stock to the Rus­
sians, first, and then to foreigners. The Ministry 
of Privatization distributed some stocks to man­
agers and workers In order to smooth the path 
to privatization. Since privatization, many of 
these stocks, such as in LUKoil, 'fyumen Oil Co. 
(TNK), and Yukos, have risen in price consider­
ably. 
The Russian government did not go all the way, 
however. For example, it did not privatize Tran­
sneft, a company that controls its pipeline infra­
structure, or fully privatize some oil companies, 
such as Slavneft and Zarubezhnef t and GAZ­
PROM, the giant natural gas monopoly that 
boasts the worlds largest natural gas reserves 
and controls a 90,000 km pipeline network. 35 

The partial privatization effort has led to friction 
between state-controlled entitles and the priva­
tized- publicly held companies over pipeline 
access. 

ENERGY SECTOR LESSON #2: Oil privatiza­
tion generates high economic efficiency and 
market capitalization. The results of Russian 
oil privatization are fascinaLlng: While the 
privatized Russian oil companies significantly 
expanded their production and expons and sig­
nificantly increased market capitalization, GAZ­
PROM did not. The government-controlled 
pipeline operator also has had difficulty provid­
ing adequate pipeline capacity to the quickly 
developing oil sector. 
Meanwhile, privatized Russian companies not 
only have attracted Western ponfolio invest­
ment, but also have been more successful than 

GAZPROM in attracting capital for foreign 
direct investment. Several leading Russian pub­
licly traded oil companies also transformed 
their antiquated, Soviet-era accounting prac­
tices to the GAAP standard, hired Western man­
agers, and became centers for dissemination of 
Western management and accounting skills 
across Russia's industrial sectors. 

Moreover, Russia's largest oil companies. such 
as LUKoll and Yukos, are fast becoming major 
global oil players. LUKoil recently purchased 
1,300 Getty gas stations In the United States, 
and LUKoil and Yukos are selling American 
Depository Receipts (ADRs) on the New York 
Stock Exchange. 

ENERGY SECTOR LESSON #3: Keep it clean, 
and keep it profitable.The major problem with 
the Russian oil privatization effort has been lls 
relative opacity, especially In the early 1990s. 
Scandals included the oil-for-shares debacle in 
which Boris Yeltsin's government took loans 
from banks in exchange for shares of the oil 
companies. The government never repaid the 
loans, and the companies became the property 
of politically connected banks. 36 The insider 
dealing provoked a political row that discred­
ited privatization In the public's eyes. 
Other problems in Russia have been privatiza­
tion through vouchers and the denial of access 
to foreigners in early privatization stages in 
order to assuage nationalists in the parliament. 
These policies resulted in much lower revenues 
(by as much as a factor or 10) than the govern­
ment could have received for the privatized 
assets. 

AN ECONOMIC REFORM PLAN 
FOR POST-SADDAM IRAQ 

The Bush Administration should provide leader­
ship and guidance for the future Iraqi government 
to undertake fundamental structural economic 
reform. This process should include a massive, 
orderly, and transparent privatization of state­
owned enterprises, especially the restructuring and 

35. The Russian government retained 38 percent of GAZPROM shares. 

36. Energy Information Administration. "R\is.sta," at hllp:llwww.eia.dot.gov!antulpgtmlcMa.l11ml. 
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privaLization of the oil sector. These steps would 
greatly enhance needed access to global capital 
markets. 

U.S. political commilment will be needed to 
molivale international organizations to provide 
appropriale experlise and technical assistance. Inter 
alia, these organizations could include lfls such as 
the International Monetary fund and the World 
Bank, and would likely encompass such diverse 
non-governmental organizations. (NGOs) as the 
National Endowment for Democracy, the Center for 
International Private Enterprise, the American Bar 
Association, and the AFL-CIO. 

ln particular, the Bush Administration should 
convince the future federal government of Iraq to 
come to an agreement on how oil revenues are 
taxed and proceeds are distribu1ed to the country's 
three distinct ethnic regions-the Shiite Arabs, the 
Kurds, and the Sunni Arabs. Successfully privatiz­
ing the country's oil fields, refining capacity, and 
plpeline infrastructure will mean higher efficiencies 
and higher tax revenues in the oil sector. 

Absent massive post-war damage, it is likely that 
Iraq will increase its production capacity from the 
current 2.5 million-2.8 million barrels per day to 
3.5 million-4 million barrels per day in one year 
and reach 5 million barrels per day by 2005. 
According to a Deutsche Bank story, Iraq may be 
able to double production given sufficient invest­
ment and technology.37 

What a New Iraqi Government Must Do. The 
Administration, the Ifls, and other economic deci­
sion-makers should prepare and provide supporl 
for a future federal Iraqi government to: 
• Terminate within a reasonable period of time 

(no longer than six months) the U.N.-run oil­
for-food program.38 The national oil ministry 
and the Iraqi National Oil company must be 
purged of political appointees loyal to the Ba'ath 
Party. to Saddam Hussein, and his Tikrit clan. 
The rationale for the U.N.-adrninistered oil-for­
food program was to deny Saddam a cash flow 
from his oil trade. The U.N. partially failed to 
accomplish that objective as Saddam demanded 
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kickbacks from oil companies that traded in 
Iraqi oil. After the war is over, there will no 
longer be any need to administer the oil indus­
try through an international bureaucracy. 
Moreover, when Saddam nationalized the Iraqi 
oil industry, he appointed numerous political 
loyalists and members of his clan to run the oil 
Industry. With his regime gone, there will be no 
need for those individuals, who are likely to 
oppose the new democratic regime and lack 
professional qualities. to remain in positions of 
power. 

Re-examine contracts allocated to companies 
from the U.N. Security Council permanent 
memben during the 1990s. During the period 
ofU.N. sanctions, Saddam attempted to dis­
mantle the U.N. Security Council sanctions 
regime, or "encourage" pennanent members to 
use their veto against "punishment" of Iraq by 
the United States. He did this by allocating 
lucrative contracts for the development of giant 
Iraqi oil fields to companies from Russia, France 
and China, such as TotalfinaElf, LUKoil, and 
others.39 

• Develop a modern legal environment that 
recognizes property rights and is conducive 
to privat ization. Protection and enforcement of 
property rights and access to successful alterna­
tive dispute resolution mechanisms are vital 
policies for fostering economic growth andi for­
eign investment. Iraq also will need to build 
modem and well-functioning regulatory and 
supervis·ory frameworks and institutions in the 
oil and gas, banking, securities, and financial 
services areas. Such a legal and business envi­
ronment should be equitable and non-discrimi­
natory, and should not distinguish between 
Iraqi-Arab nationals and foreigners. 
The U.S .. government, its allies, and interna­
tional organizations should be ready to provide 
technical assistance in the legal, economic pol­
icy, and public administration areas. Working 
cooperatively with the United States, the Euro-

37. "Majors Eye Iraqi Oil and Gas Reserves as War Looms," Lloyd~ List ln1crna1ional, October 2'*, 2002. 

38. Donnelly, "Planning ls Underway to Manage Iraqi Oil." 

39. "Post-War Iraq May Offer Unexpected Challenges for Oil Companies," The Oil Daily, October 16. 2002. 
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pean Union, and the IFls, the post-Saddam gov­
ernment of Iraq will need lo encourage the 
court system and the rule of law. It will need to 
provide legislation to allow the use of broad 
alternative dispute resolution mechanisms out­
side of Iraq, as the local laws may change too 
quickly (and the local court system too slowly) 
for local judges to be able to follow and apply 
new legislation. Education for judges about the 
latest legal developments in the economic area 
will also be important. The courts will have to 
improve the enforcement of coun rulings inde­
pendent of the executive branch. The central 
government will need to pay judges and court 
employees adequate salaries to keep corruption 
in check. 

• Educate and prepare the Iraqi population for 
structural reform and privatization through a 
public information campaign. Only when the 
public, including key stakeholders, elites, and 
the population at large, understand the goals of 
economic reform will they become more recep­
tive to change and less likely to succumb to the 
anti-Western demagoguery that undoubtedly 
will emanate from the remnants of the discred­
ited Ba'ath establishment and Islamic f unda­
mentalists. The new Iraqi government will need 
to use the media and the educational system to 
explain the benefits of privatization and the 
changes to come in order to ensure broad pub­
lic suppon. 

• Hire Iraqi expatriates, a.s well as other West­
ern-educated Arabic speakers with financial, 
legal, and business backgrounds, for key 
positions in government. Examples of this 
approach in Eastern Europe demonstrate that 
Western-educated experts can implement eco­
nomic reforms better than a former socialist 
bureaucracy can. Younger, well-educated tech­
nocrats have an advantage in their ability to 
communicate effectively with both locals and 
Westerners, including international providers of 
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technical assistance. In implementing structural 
reform. the best results are achieved by teams or 
local and Western experts working toge!her. 

• Deregulate prices in Iraq, including prices in 
the utilities and energy sector. Quick price 
deregulation will be key to ensuring an ade­
quate supply of goods for consumers and end­
ing .rationing. It will contribute to increased 
exports of oil and gas, which in tum will pro­
vide additional earnings and tax revenues for 
the central government to share among the 
regional and local governments. 40 

• Prepare to privatize assets in the industrial, 
utility, telecommunications, banking, trans­
portation, port and airport, and pipeline and 
energy sectors. The post-Saddam Iraqi govern­
ment should prepare to privatize government 
assets by creating government-held companies 
instead of ministries, issuing stock for these 
companies, and implementing guidelines that 
allow for the introduction of modem manage­
ment practices and GMP standards. The cen­
tral government should hire consulting firms to 
execute comprehensive assessments of compa­
nies it wishes to privatize in order to itemize 
inventory, to take stock of assets and liabilities. 
and possibly to settle some of their debts in 
preparation for privatization. 
In particular, the Oil Ministry and regional oil 
companies should be restructured 10 transform 
them into attractive government-owned oil 
companies as an intermediary stage before ini­
tial public offering (!PO). For example, one 
company may focus its work in the southern 
portion of the country, another in the central 
region (around Baghdad) and the Western 
desert,. and the third around Kirkuk in 1he 
North. Three more companies may be created: 
one to operate the pipelines, the second to 
operate the refineries, and the third to develop 
natural gas. 

40. John C. Hulsman, Ph.D .. and James Phillips, "Forging a Durable Pos1-War Political Swlement in Iraq." Heritage Foundation 
Bachgroundtr No. 1632, March 5, 2003. 
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The stages of preparation for privatization could 
include: 

1. Taking inventory of assets and liabilities; 

2. Exercising necessary efficiency-improve­
ment steps, such as retraining and layoffs 
(with compensation); 

3. Introducing GMP and other modem 
financial and management practices; 

4. Signing international conventions against 
nationalization of foreign investments. such 
as the Convention on the Settlement of 
Investment Disputes between States and 
Nationals of Other States (the Washington 
Convention), the World Bank's Convention 
on the Multilateral Investment Guarantee 
Agency (MIGA), and the New York Conven­
tion on Recognition and Enforcement of 
Foreign Arbitral Awards (1958); 

5. Issuing company stock; 

6. Running the companies under new, trans­
parent. and efficient management for at least 
two years; and 

7. Taking companies on road shows and com­
pleting IPOs In major financial centers such 
as New York and London, and floating stock 
In international markets. 

Given adequate implementation of each of these 
stages, the time frame for this privatization 
effon could be fou r to five years after the new 
government Is installed by lhe people or Iraq. 
During this time, the U.S. government and the 
IFis would have to ensure that the political will 
for priva1ization remains imacc. Management 
and accounting consultants hired by the new 
Iraqi government would have to ascenain that 
the program is transparent and on track. 

Moreover, after privatization, Iraq must demon­
strate that it is not losing tax revenue and that 
the government's oil revenue is distributed 
among the regions equitably and efficiently, 
allocated to worthy causes, and not wasted, 
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looted. or abused, which could undennine the 
entire economic refonn program. 

• Keep the budget balanced and inflation, 
taxes. and tariffs low. International experience 
demonstrates that lower and flatter taxes (in the 
range of 20 percent or less), applied uniformly 
and in a non-discriminatory fashion, are an 
imponant investment magnet, especially for a 
country like Iraq that is rich in natural 
resources. Moreover. oil revenues will allow 
Iraq to keep the budget balanced and import 
tariffs low. Such a stable macroeconomic policy 
is likely to attract massive investment from a 
variety of sources. including the Middle East 
and Asia, not just the West, and boost Income 
and employmenl. 

• Liberalize and expand trade, and laun~h an 
effort to join the World Trade Organization. 
A study by the Council on Foreign Relations 
has demonstrated that a majority of Middle 
Eastern countries suffer from high Import tar­
iffs. red tape, and corruption-problems that 
depress GDP growth.-. 1 Elimination of import 
taxes and tariffs and implementation of trade 
liberalization would provide an additional eco­
nomic development engine for Iraq. The Bush 
Administration should provide technicaJ assis­
tance for trade liberalization and support lraqs 
eventual membership in the WTO. 

CONCLUSION 
For the Iraqi people, structural economic reform 

and comprehensive privatization or government 
assets are necessary to slimulate recovery and pro­
vide stability arter years of disastrous economic pol­
icies under Saddam Hussein. The winning strategy 
of structural refonn and privatization also would 
benefit the industrial world, the United States and 
its allies. countries of the Middle East, and lhe 
developing world. 

Iraq's return to global markets would allow for a 
more abundant and stable energy supply, a higher 
cash flow for the Iraqi people, and numerous busi­
ness opponunilies for the region and the world. 
Iraq's restructuring and privatization of Its oil and 
gas sector 1could be.come a model for oil industry 

<t l. &m:ird Hockman and Patrick Messerlin, "Hames.sing Trade for Development and Growth in the Middle East." Council on 
Foreign Relat!ons, 2002. 
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privatizations in other OPEC states as well, weak­
ening the canel's influence over global energy mar­
kets. 
-Ariel Cohen, Ph.D., is Research Fellow in Russian 

and Eurasian Studies in the Kathryn and Shelby 
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Cullom Davis Insctcute for Incema.cional Studies, and 
Gerald P. O'Driscoll,]r., Ph.D .• is former Director of the 
Center for Jncemationa/ Trade and Economics, ac The 
Heritage Foundallon. This paper Is updated from Back­
grounder No. 1594, published on .Xptember 24, 2002. 
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UN Halts Oil-for-Food Program 

Arab News - 19/03/2003 

CAIRO, 19 March 2003 - Foreign oil companies have slopped buying Iraqi crude after the Unilec Vmb}J. 
suspended Its 'oll·lor·food' program, oil traders said yesterday. .. 

Traders contacted in London said companies were not buying Iraqi oil because the contracts couh 
financed through the UN-supervised humanitarian program. 

A shipping source in the region also said that lifting of Iraqi oil already stopped from Iraq's termina 
Bakr on the Gulf last weekend. ' Insurance doesn't cover war," he said. 

Mina Al-Bakr and the Turkish port of Ceyhan are the two points of exports of Iraqi oil under the hu 
program launched In 1996 to ease the impact on Iraq's civilians of the embargo slapped on Iraq in 
invading Kuwait. 

' After the last tanker loaded and left Mina Al-Bakr, two others were supposed to lift this week but i 
companies decided they won't have the time to load and sail out in time before the military offensi• 
canceled them,' the shipping source said. 

'lrs continuing tor the moment at Ceyhan, because of past contracts and Iraqi oil already stored ti 
also expected to stop the moment the offensive starts,' he added. Traders said however that Iraq' 
road to Jordan and through a pipeline to Syria, which are not supervised by the United Nations, wo 
continuing. 

An oil expert said the United States would be the first to suffer from the halt In lraql exports becau: 
biggest buyer, taking abOut two·thirdS of Iraq's sales last month. However, the market is well supp 
sources, he said. 

Iraqi Trade Minister Mohammad Mahdi Saleh said Monday that Baghdad has not yel decided to h 
production. although UN Secretary General Kofi Annan said the humanitarian program had to be 1 
because the UN s1aff tasked lo oversee it had to pull out of the country because of the looming U~ 

The last UN staff lefl in Iraq were being pulled out yesterday. 

Iraq currently has an output capacity of some 2.8 million barrels per day (bpd), of which some two 
can be exported. But Iraqi sales have been dwindling over the past few months with companies tu 
to war fears. 

http://www.menafn.com/qn_news_story _s.asp?Storyld= 16035 311912003 



Iraq Economy Overview Page I of 3 

-
Iraq Economy 

Iraq's economy is characterized by a heavy dependence on oil exports and 
emphasis on development through central planning. Prior to the outbreak ( 
with Iran in September 1980, Iraq's economic prospects were bright. Oil p 
had reached a level of3.5 million barrels per day, and oi l revenues were$: 
in 1979 and $27 billion in 1980. At the outbreak of the war, Iraq had amas 
estimated $35 billion in foreign exchange reserves. 

The Iran-Iraq War depleted Iraq's foreign exchange reserves, devastated it: 
and left the country saddled with a foreign debt of more than $40 billion. / I 
hostilities ceased, oil exports gradually increased with the construction of 
pipelines and the restoration of damaged facilities. 

Iraq's invasion of Kuwait in August 1990, subsequent international sanctic 
damage from military action by an international coalition beginning in Jan 
drastically reduced economic activity. Government policies of diverting in 
key supporters of the regime while sustaining a large military and internal 
force further impaired finances, leaving the average Iraqi citizen facing de 
hardships. Implementation of a UN oil-for-food program in December 195 
improved conditions for the average Iraqi citizen. Since 1999, Iraq was au 
export unlimited quantities of oil to finance humanitarian needs including 
medicine, and infrastructure repair parts. Oil exports fluctuate as the regirr 
alternately starts and stops exports, but, in general, oil exports have now r< 
three-quarters of their pre-Gulf War levels. Per capita output and living slI 
remain well below pre-Gulf War levels. 

Economy - overview: Iraq's economy is dominated by the oil sector, which I / 
traditionally provided about 95% of foreign exchange earnings. In the 1 980~ 
problems caused by massive expenditures in the eight-year war with Iran an 
oil export facilities by Iran led the govenunent to implement austerity measl 
heavily, and later reschedule foreign debt payments; Iraq suffer,ed economic 
the war of at least $100 billion. After hostilities ended in 1988, oil exports g 
increased with the construction of new pipelines and restoration of damaged 
Iraq's seizure of Kuwait in August 1990, subsequent international economic 
and damage from military action by an international coalition begiMing in J 
drastically reduced economic activity. Alt.hough government policies suppo1 
military and internal security forces and allocating resources to key support< 
regime have hurt the economy, implementation of the UN's oil-for-food pro: 
December 1996 has helped improve conditions for the average Iraqi citizen. 
six, six-month phases of the program, Iraq was allowed to export limited am 
exchange for food, medicine, and some infrastructure spare parts. In Decem! 
UN Security Council authorized Iraq to export under the program as much o 
to meet humanitarian needs. Oil exports are now more than three-quarters p1 
However, 28% of Iraq's export revenues under the program are deducted to : 

http://www.iraqrescarch.com/html/economy.html 3/19/2003 
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Compensation Fund and UN administrative expenses. The drop in GDP in 2 
largely the result of the global economic slowdown and lower oil prices. Per 
imports have increased significantly, while medical supplies and health care 
steadily improving. Per capita output and living standards are still well belo· 
level, but any estimates have a wide range of error. 

\GDP: purchasing power pariry - $59 billion (2001 est.) 
GDP - real gro\\1h rme: -5. 7% (200 I est.) 

) 
GDP - per capita: purchasing power parity - $2,500 (200 I est.) 
GDP - composition by sector: 
agriculture: 6% · 
industry: 13% 
services: 81 % ( 1993 est.) 
Population below poverty line: NA% 
Household income or consumption by percentage share: 
lowest 10%: NA% 

highest 10%: NA% 
f Inflation rate (consumer prices): 60% (2001 est.) 

Labor force: 4.4 million ( 1989) 
Labor force - by occupation: agriculture NA%, industry NA%, services NA' 
Unemployment rate: NA% 
Budget: revenues: $NA 
Expenditures: $NA, including capital expenditures of $NA 
Industries: petroleum, chemicals, textiles, construction materials, food proce 
Industrial production growth rate: NA% 
Electricity - production: 27.3 billion kWh (2000) 
Electricity - production by sourcie: 
fossil fuel: 98. 17% 
hydro: 1.83% 
other: 0% (2000) 
nuclear: 0% 
Electricity - consumption: 25.389 billion kWh (2000) 
Electricity - exports: 0 kWh (2000) 
Electricity - imports: 0 kWh (2000) 
Agriculture - products: wheat, barley, rice, vegetables, dates, cotton; cattle,: 
Exports: $15.8 billion (f.o.b., 2001 est.) 
Expo11s - commodities: crude oil 
Exports - partners: US 46.2%, Italy 12.2%, France 9.6%, Spain 8.6% (2000) 
Imports: $1 1 billion (f.o.b., 200 I est.) 
Imports - commodities: food, medicine, manufactures 
Imports - partners: France 22.5%, Australia 22%, China 5.8%, Russia 5.8% 

I Debt - external: $62.2 billion (2001 est.) 
Economic aid - recipient: $327.5 million (1995) 
Currency: Iraqi dinar (IQD) 
Currency code: IQD 
Exchange rates: Iraqi dinars per US dollar - 0.3109 (fixed official rate since 
market rate - Iraqi dinars per US dollar - 2,000 (December 200 I), 1,910 (De 
1999), 1,815 (December 1998), 1,530 (December 1997), 910 (December 19~ 
subject to wide fluctuations 
Fiscal year: calendar year 

Source: CIA The World Factbook 2002 & Department of State Background 

http://www.iraqresearch.com/html/economy.html 3/19/2003 



IRAQ GOVERNMENT STRUCTURE Pagel of2 

IRAQ GOVERNMENT 

The Ba'ath Party rules Iraq through a nine-member RCC, which enacts leg 
decree. The RCC's president (chief of state and supreme commander or tht 
forces) is elected by a two-thirds majority of the RCC. A Council of Minis 
appointed by the RCC, has administrative and some legislative responsibil 

A 250-member National Assembly consisting of 220 elected by popular v1 
a 4- year term, and 30 appointed by the president to represent the three no1 
provinces, was last elected in March 2000. Iraq is divided into 18 province 
headed by a governor with extensive administrative powers. 

Iraq's judicial system is based on the French model introduced during Otto 
has three types of lower couns--civil, religious, and special. Special couns 
defined national security cases. An appellate coun system and the coun of 
(court of last recourse) complete the judicial structure. 

Country name: conventional Jong fonn: Republic of Iraq 
Conventional short f om1: Iraq 
Local short fom1: Al Iraq 
Local long form: Al Jumhuriyah al Iraqiyah 
Government type: republic 
Capital: Baghdad 
Administrative divisions: 18 provinces (muhafazat, singular - muhafazah); 
Basrah, Al Muthanna, Al Qadisiyah, An Najaf, Arbil, As Sulaymaniyah, A 
Babil, Baghdad, Dahuk, Dhi Qar, Diyala, Karbala', Maysan, Ninawa, Sala! 
Was it 
Independence: 3 October I 932 (from League of Nations mandate under Br 
administration) 
National holiday: Revolution Day, 17 July {I 968) 
Constitution: 22 September 1 %8, effective 16 July 1970 (provisional cons 
constitution drafted in 1990 but not adopted 

) Legal system: based on Islamic law in special religious couns, civil law sy 
elsewhere; has not accepted compulsory ICJ jurisdiction 
Suffrage: 18 years of age; universal 
Executive branch: chief of state; President SADDAM Husayn (since 16 Ju 
Presidents Taha Muhyi al-Din MARUF (since 21 April I 974) and Taha Y< 
RAMADAN (since 23 March 1991) 
Elections: president and vice presidents elected by a two-thirds majority of 
Revolutionary Command Council; election last held 17 October 1995 (nex 
NA 2002) 
election results: SADDAM Husayn reelected president; percent of vote - 9 
Muhyi al-Din MARUF and Taha Yasin RAMADAN elected vice presiden 
vote - NA% 
cabinet: Council of Ministers; note - there is also a Revolutionary Commat 
RCC with eight members as of 2001 (Chainnan SADDAM Husayn, Vice < 
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lzzat IBRAHIM al-Duri) which controls the ruling Ba'th Party; the RCC is 
executive and legislative body and the most powerful political entity in the 
RCC members must come from the Regional Command Leadership of the 
Head of government: Prime Minister SADDAM Husayn (since 29 May I 9 
Prime Ministers Tariq Mikhail AZIZ (since NA 1979), Hikmat Mizban Ibr 
AZZAWI (since 30 July 1999), Ahmad Husayn al-KHUDAYIR (since NA 
and Abd al-Tawab Mullah al-HUWAYSH (since NA July 2001) 
Legislative branch: unicameral National Assembly or Majlis al-Watani (25 
appointed by the president to represent the three northern provinces of Dal: 
As Sulaymaniyah; 220 elected by popular vote; members serve four-year ti 
elections: last held 27 March 2000 (next to be held NA March 2004) 
elecrion results: percent of vote by party • NA%; seats by party • NA 
Judicial branch: Court of Cassation 
Political parties and leaders: Ba'th Party [SADDAM Husayn, central party 
Political pressure groups and leaders: any fonnal political activity must be 
the government; opposition to regime from Kurdish groups and southern S 
International organi111tion participation: ABEDA, ACC, AFESD, AL, AM 
CCC, EAPC, ESCWA, FAO, G-19, G-77, IAEA, JBRD, ICAO, ICRM, ID 
IFAD, IFC, JFRCS, ILO, IMF, IMO, Interpol, IOC, ISO, ITU, NAM, OAF 
OPEC, PCA, UN, UNCTAD, UNESCO, UNIDO, UPU, WFTU, WHO, W 
WToO 
Diplomatic representation in the US: none; note - Iraq has an Interest Secti 
Algerian Embassy headed by Akram AL DOURl; address: Iraqi Interests~ 
Algerian Embassy, 1801 P Street NW, Washington, DC 20036; telephone: 
483-7500; FAX: [I] (202) 462-5066 
Diplomatic representation from the US: none; note - the US has an Interest 
the Polish Embassy in Baghdad; address: P. 0 . Box 2051 Hay Babel, Bagt 
telephone: [964) (I) 718-9267; FAX: [964) (I) 718-9297 
Flng description: three equal horizontal bands of red (top), white, and blacl 
green five-pointed stars in a horizontal line centered in the white band; the 
ALLAHU AKBAR (God is Great) in green Arabic script - Allahu to the ri1 
middle star and Akbar to the left of the middle star - was added in January 
the Persian Gulf crisis; similar to the flag of Syria which has two stars but : 
the flag of Yemen which has a plain white band; also similar to the flag of 
has a symbolic eagle centered in the white band 

Source: CIA The World Factbook 2002 & State Department Background 1' 
12101 

(1.JQmc] [CRS..B.l~Ci] [About CRS] [Basic lnt~J ... Fm:!Ji] [lru.~L.Mru2ii] 
[links] (Search) [1nK!@ · Stale D~nl. File~] 
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1.0 Purpose 

The purpose of this plan is to establish an outline of restoring the electricity supply to the 
Iraqi provinces to the normal capacity levels after the departure of Saddam's regime. 

2.0 Background 

Aiound 85%-90% of Iraq's national power grid (and 20 power stations) was damaged or 
destroyed in the Gulf War. Existing generating capacity of 9,000 (or 9600) megawatts (MW) 
in December I 990 was reduced to only 340 MW by March 1991. In early 1991, transmission 
and distribution infrastructure also was destroyed, including the 10 substations serving 
Baghdad and about 30% of the country's 400-kilovolt (kV) transmission network. In early 
1992, Iraq stated that it had restarted 75% of the national grid, including the 1,320-MW Baiji 
and Mosul thennal plants as well as the Saddam Dam. In 1998, Iraq's maximum avaihtble 
electric generation capacity was estimated (by Iraq) at around 4,000 MW, with a report in 
November 1999 indicating that this figure may have increased even further, to 6,000 MW. 
Despite this increase, power continues to be rationed throughout the country. 

According to a report by U.N. Secretary General Kofi Alman, Iraq's power deficit stood at 
1,800 MW as of August 2000, with blackouts a common occurrence. Iraq reportedly has 
signed contracts for renovating two generation units at the Harithah power plant, and another 
to rebuild the Yusufiyah plant, which stopped operating in 1990. Iraq's Electricity Authority 
reportedly also has signed several other contracts with Chinese, Swiss, French, and Russian 
companies, to build 3,000 MW of additional power genemting capacity. These contracts 
require U.N. approval, and Iraq has claimed that the United States and Britain are blocking 
$1 .5 billion worth of electrical equipment it has requested. In December 2000, it was reported 
that a Chinese company had completed work on the Abdullah power plant north of Baghdad. 
Jn October 200 I , it was reported that Russia's Mosenergomontazh was working to modernize 
Iraq's Southern Heat and Power Plant in Najibia, Basra province. The project aims to add 200 
MW of generating capa.city to Iraq's grid. In August 2002, the Najaf govemate in southern 
Iraq announced that two new power plants, with a combined capacity of 20 MW, had come 
online. 

The above data was obtained from US DOE. This data ,can be vle1tled at 
wlt•11·.eia.doe.g'1v/crmeulcab.flirag.html. 

3.0 Current Situation 
Cu"ently within theframeworlc of Security Council Resolution 986 (1995), the United 
Nations Development Program (UNDP) through the UN Department of Economic and 
Social Affairs (UNDESA) ls responsible for the observation in the 15 governorates In the 
Centre and South of Iraq, of electricity equipment, proc.ured and installed by the 
Government of lra9. UNDESA is also assisting In the implementation of the SCR 986 also 
known as the Oil-for-Food Program, part of which pemtits the Government of Iraq to 
reluzbililate the electricity systems in the central and southern regions of the country. 

An estimated USSIO billion is to be required/or the repair of the electricity uctor to ratore 
ii to pre-Gulf War level of generating 9,600 MW. Howe11er, only a total of USS 4. 7 billion 
has been allocated for the electricity sector since the beginning of the Oil-for-Food 
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Program In 1996. Only US$1.67 blJlion worth of mater:W has arrived in Iraq, but only 
60% has been implnnented. 

At the onset (Phase I-JI), the a/location focused on meeting the emergency requirements of 
the power stations and distribution system. From Phase. Y onwards, equipments to 
r,ehabUitate the facilities were being procured. 

The program iJ cu"en'f/y covering some 11 power planlJ and distribution sites in 
Centre/South Iraq, which have an available generating capacity of 3, 700 MW. 

Not all the delllJls are OW1i/able for the actillities in all parts of the country. However, iJ 
was made possible to include detaUs of activilies in lf'Ol/l Kurdistan courtesy draft report by 
Ms. Nasreen Sideelc. For more details of the status of lnqi Kurdistan electricity 
restructuring refer to Attachment 1 of this report. 

Jn the three northem Kurdish gowrnorotes of Dohuk, Erbil and Sulaymaniyah, UNDP h 
directly implementing the Electricity Network Rehabilitation Program (ENRP) In 
cooperation with the Local Kurdish Elecl"fklty Authorltia, which aims at rehabilitating the 
electricity network across the four main sectors of generation, transmission, substations, 
and distribution. Capacity building is addressed as across cutting theme. 

As of 19 March 1001, electrical equipment valued at owr US$1U million (out of the 
US$871 mil/Ion budget) had a"/ved In the area, of which 81% had been distributed to 
installation sites. 

In 1999, UNDP was re11uested to expand ENRP's mandate lo address the generation 
shortfall In the region .resulting from the onset of drought In late 1998 and to ensure a 
minimum humanitarian level of electricity to tlte population in Iraqi Kurdistan. The 
severity of the drought and /Is continuation for over thr:ee years has rendered the hydro 
generation resources in the north incapable of supplying the most basic electricity 
requirements of the population. 

In response to the need arising from this shortfall and within the premises of Its added 
mandate, UNDP in 1999 was able to procure 1,150 small diesel generators, which has a 
total installed capacity of over 100 MW, for Installation across the three Kurdish 
governorates. These generators are supplying electricity to all mQ}or hospitals and health 
centres In Iraqi Kurdistan and has directly benefaed a population of over 1 million 
(consumers have now continuous access to water and are receiving a limited supply of 
electricity for eight hours per day). 

In 1001, UNDP was able to commission three 19 MW diesel power stations, which have 
improved the overall generating capacity for the Kurdish region. Water levels have 
Increased during the past winter (1001-1001), which have contributed to the optimisation 
of the Dokan and Darhandlkhan dams and hydro power stations in Sulaymaniyah. The 
dams will generate 100 MW from the previous 50 MW and will supply both Erbil and 
Sulaymaniyah. Dohuk ls already connected to the national electricity grid. 

Major rehabilitation tt10rk of the remaining networks and the distribution transformers and 
limited expansion are plonned under several stages witlr the allocated funds from Phases X 
and XI. Due to the na/Jlre of the works, the distribution sector is very much dependent on 
the human resources of the Local Electricity Authorities. Jn this context, the project has 
been heavily involved in capacity building and training in addition to the planning and 
design works that the sector requires. 
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4.0 Scope of this Plan 

The scope of this plan is to meet tire following objectives: 

1. To restore the availability of the electricity of lra9 to an acceptable level by 
rehabilitating and strengthening the generation, transmission system, 
substations, and distribution sysums. 

1. To install mfficient additional generalion capacity to address the normal, 
emergency, and industrial re9uirements in Iraq. 

3. To restore tJre capability of the local Electrkity Authorities in the country to a 
sufficient level whereby thq can sustain the operation and maintenance of the 
overall po~r system. 

Tire specifics of the plan for tire overall power system are outlined as follows. 

Generation 
To increase the generation capacity of the IUllional grid by rehabilitating existing power 
stations and instaUing additional generation facilities. A feasibility study should be 
performed to evaluate the alternati'lleS of generation types and inllestlrrent lnvollled. As a 
minimum It must address that the minimum emergency and humanitarian electricity 
re9uirements are met. 

Substations 
To provide safe, reliable and efficient 13213311 llcV and 3311 lkV s11bstatlon Installations, to 
accommodate the rehabilitated transmission and distribution systems and to allow for 
future system expansion resulting from Increased generation capacity. Other transmission 
line voltages may need to be reviewed to justify economics. 

Transmission 
To rehabilitate, re-establish and/or install new owrhead lines (or underground lines) to 
restore the transmission network and if possible augment the reliability of the system. 

Distribution 
To rehabilitate, reinforce and dew/op the power distrib11tion network in order to meet the 
consumer, emerge':'cy and Industrial demaN/s with acceptable efficiency and reliability. 

Sustainability 
To protect tire Integrity of the assets by operating and maintaining them In accordance to 
prudent working practices. This may re9uire attracting expelVnced and trained resources 
from local and lntern11tional market at the beginning stages of restoration. Local skills will 
have to be developed through on the job /earning 11ntil conjlllence is established to operate 
efliclendy 11nd economically. An execution plan for thu task will have to be in place 
during the transitional period. 

S.O Execution Piao 

lra9 's current state of Electricity re9uires a complete restructuring in terms of adding new 
generation capacity, adding new transmission line capacity, adding modern substations,. 
and adding new communication syskm. Wlrlle the addition of power capacity 
Infrastructure is being planned, the existing infrastructure will have to be refurbished and 
reinstated to meet the immediate power demand. The straugy to optimiu the investlffent in 
the new and refurbishment infrastructure needs be evalllated. A strategy plan will have to 
be in place before the structuring of investment plan is discussed. 
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The focus of this plan is limiled to tire scopes Identified in Section 4. O. Therefore, a plan 
for the scopes identified in Section 4.0 is included in this section. 

Generation Capacity 

Me~t the power demand of today. Our objective is to meet the additional capacity within the 
first two years of post Saddam regime. 

In order to accomplish this scope, an assessment of tire existing generation capacily ls 
required. Based on Information available, It is estbnated that tire current capacity (as of 
2001) stands al 5375 MW (we need further verljication ofthls data). Accortflnt to Ms. 
Nasreen. tire 1990 capacity was 8967 MW. Based on the USDOE report, If tire 3000 MW 
new capacity contract ls already in place, this brings tire existing capacity to about tire 
original capacily of 1990 (5375+300f>+20f>+2o-8595). This however does not Include all 
tire demand growth over tire yean as weU as industrial load growth for tire post Saddam 
economic plan. If it is estimated to have a load growth of 1.05% over a year (based on /oqd 
growth of Sulavmanyalr, published in tire document sent by Nasreen>. an additional 
capacity of approxi,,.ately 13% should be added to tire 1990 capacity. This results to an 
estimated 2002 capacity to approximately 10,170 MW. A deficit of approximately 15 75 
MW will stUI /rave to be addressed as new capacity to meet tire demands of electricity of 
2002. Tire actual num1berwiJJ have to be verified by a thorough survey.of the existing 
capacity and ongoing project developments. 

Tire challenge is to reach a capacily of over 10,000-10,100 MW (rounded from 10,170 
MW). Tire addiJional capacity Is a resultant of the sun>ey that will be needed at a given 
point in tire implementl#lon phase. It is my estimate that the additional capacity building 
for the first two years may range from 2000-3000 MW if status of above data is true, 
whereas it may range 3000-4000 MW If the data shown above is inaccurate and the stallls 
of plants in operation are not in the best of their Ir ea/th to continue service for the next five 
years. 

We need to verify the following information in order to successfully estimate the additional 
generation capacity needed to nonnalize the consumer demands for electricity: 

• The actual data so that the new capacity to meet the 2002-2004 power demands 
can be assessed. 

• The verification of the status of the power plants currently in operation. Their 
absolute health and life expectancy will help in assessing the real capacity 
available by 2004. 

• Verify the status of the 3000 MW contracts as stated above. Wbat are the 
deadline (operation date), cost, and technology. 

• Review contracts and progress of UNDP projects for the Electricity Network 
Rehabilitation Program in Northern Iraq. 

• Review contracts if necessary to expedite commissioning dates or revive 
contract currently under UNDP or entered by Saddam regime. 

Substations 

All oft/re substations wUI be reviewed to evaluate the situation to deliver power to the 
customers. The equipment conditions of the substations in operation will be evaluated. 
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Based on the conditions of equipment and Its interface requirements, the upgrade will be 
recommended. Special effort will also be made to /mpro11e the reliability of the power 
delivery. To accommodate expansion of load demands as well of completely demolished 
substations, effort will be made to install state oftlte art substation technology. All 
Investments for the substations will be reviewed to justify economics and reliability. 

Transmission System 

All of the transmission lines will be rniiewed to e11aluate the silllation to deliver power to 
the load centers. The equipment conditions of the transmission lines In operation will be 
naluated. Based on the conditions of equipment and iJs interface requiremena, the 
upgrade will be recommended. Special effort will also .be made to improve the rellabilily of 
the power delivery. To accommodate apansion of load demands as weU of completely 
demolished transmission lines, effort will be made to re-naluate the transmission 11oltage 
levels and efficiency of transmission. All Investments for the transmission lines will be 
rniiewed to justify economics and reliabOlty. 

Distribution System 

The existing 11 kV and 0.4 kV network are generally consisted of overhead lines and are 
determined to be in worst condition due to numerous reasons (such as failures, damages, 
lack of spares, inadequate resources to repairs, etc.). 

Distribution transformers are extensively 011er loaded and operated with inadequate 
protection. Extensive upgrade will be needed to improve electrical protection. The effort 
will be placed to replace 011erloaded transformers with higher ratings and also minimite 
loads by re-distributing the loads through other transformers. Also, plan to overhaul over­
stressed transformers will be needed to sal110ge old transformers. 

Sustainability 

Local skills will be developed through on the job learning until confulence is established to 
operate efficiently and economically. An execution plan for this task will dnieloped to 
train aU local resources within a period of 2-3 years. All investments for tire training wllJ 
be reviewed to justify economics. 

6.0 Investment Plan 
The objecti11e of this section is to recognize that a review of tire overall system status will be 
needed to assess tire state of the cu"ent power system grids and generation capacity and 
identify the future need until 2010 in the electricity sector in Iraq. Once these data are 
available, an effective and economic investment plan shall be recommended in a report at a 
later stage. 

UNDP and Local Electricity Authorities are carrying o.ut a program of various 
rehabilitation and maintenance activities to develop and enhance the electricity system in 
their respective areas. A survey report will be needed to Identify tire state of these activities 
in various parts of the country. Based on this survey recommendations will be made Jo. 

address the problems. 

This report does not identify or recommend the type of generation capaclly whether 
thermal or gas will be installed/or new generation capacity. Every indication of the 
physical limits and the popularity, it seems highly likely that the Gas Turbines will be the 
candidate for the newly installed generation capacity. Also, combined cycle generation wUI 
also be a candidate for capacity expansion for the thermal generating units. It seems tllat 
hydro generation will not be a practical option for the fnitial new capaclly installations. 
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Investment plans for the electricity sector shall be driven by funds from the state and will 
be regulated. Future planning should include privatization of the electricity sector. Jn this 
respect, our planning/or investment should include the capacity building that restores the 
demand for 100'. We should also establish plan for meeting energy demand refuirements 
of year 2010. It is expected to see a rapid rise in demands once industrial growth begins Jo 
shape up after the Saddam regime. 

This report ls not projecting any figures for investment since all data and resources are not 
available at this time. With further developments and int1olvements we should be able to 
gather overall naliona/' dala and estimate a budgeted figure for the total Investment. These 
will be dneloped thro11gh actit1e involvement of local authorities and experts at a git1en 
point In time In the near future. 

7.0 Conclusion and Recommendations 
The restoration of capacity and infrllSITucture should be accomplished within two years of 
post Saddam regime. This restoration of capacity wU/ include the new lost capacity that 
would result from the widely anticipated and inevitable war in the immediate future. It 
also expected to restore all emergency load demand in the least amount of time. The 
emergency load demands may be addressed based on priority scheduling. 

The ongoing projects and other list of projects thal were generaled by the local authorities 
will be used to establish the projects necessary to restore the electricity infrastructure. 
Additional survey and independent naluations wU/ be performed to finalize the scope and 
investment of the projects. Emphasis to technical and economical justification will be 
given to all short-term (less than two years) and /ong-te,.,,. (over 5 years) project planning. 

Investment plans for the electricity sector shall be driven by funds from the state and will 
be regulated. Howet1er,future planning should include privatir.ation of the electricity 
sector. In this respect, our planning/or Investment should include the capacity building 
thal restores the demand for 100' with limited projections to the load growth that are 
expected to increase due to rapid expansions in the industrial sectors (such as Oil, 
irrigations, processes, etc). It is expected to see a rapid rise in demands once industrial 
growth begins to shape up after the Saddam regime. The planning should also focus on the 
additional energy rebuilding that would result from the Inevitable war in the Immediate 
future. It is estimaled that an addiliona/ rebuilding may range from 10 to JO percent of the 
total capacity as a result of the anticipated war. We should also establish plan/or meeting 
energy demand requirements of the year 1010. 

The det1elopments in the electricity sector of Iraqi Kurdistan are detailed in the draft report 
by Ms. Nasreen Sideek:. This draft report ls made part of this report as Attachment 1. 
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ATTACHMENT 1 

(Ms. Nasreen's Draft) 
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Rehabilitation of Electricity sector in Iraq 

Case Study Iraqi Kurdistan 
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Kurdistan Regional Government 
Ert>ll, Northern Iraq 
November 2002 

9 



CONTENT 

Situation report . 
• Electricity in Iraq Today 
• The electricity network rehabilitation 

program (ENRP) in Iraqi Kurdistan 

Program Objectives 

Case Study- Iraqi Kurdistan 
• Executive Summary 

· • Problems to be addressed 
• Planned activities 
• Implementation Methods 

Detailed Investment Plan for Iraqi Kurdistan 
• Introduction 
• Current situation 
• Options for additional generation capacity 
• Short term plan for expansion 
• Medium and long term plan for expansion 

10 



SITUATION REPORT 

ELECTRICTY IN IRAQ TODAY 

Today and within the frame'Mlr1< of Security Council Resokltion 986 (1995), the United Nations 
Development Program (UNDP) through the UN Department of Economic and Social Affairs (UNDESA) 
Is responsible for the obselvation In the 15 govemorates ln the Centre and South of Iraq, of electricity 
equipment, procured and installed by the Government of Iraq. UNDESA Is also assisting In the 
Implementation of the SCR 986 also known as the OU-for-Food Program, part of which permits the 
Government of Iraq to rehabilitate the electricity systems In the central and southern regions of the 
country. 

An estimated US$10 bllllon Is required for the repair of the electricity sector to restore It to pre-Gulf 
War level of generating 9,600 MW. However, only a total of US$ 4.7 billion has been allocated for the 
electricity sector since the beginning of the Oil-for-Food Program in 1996. Thus far, half of this has been 
available and utilized. To dale, US$4.7 bllflon worth of applications has been reoeived, out of which 
US$2.5 blnion has been approved. US$1.67 billion has arrived In Iraq, but only 60% of that has been 
implemented. 

At the onset (Phase I· V). the allocation focused on meeting the emergency requirements of the power 
stations and distribution system. From Phase V onwards, equipments t> rehabllHate the facllltles were 
being procured. 

The program is currently covering some 21 power plants and distribution sites In Centre/South Iraq, 
which have an available generating capacity of 3,700 ~. 

In the three northern Kurdish govemorates of Dohuk, Erbil and Sulaymaniyah, UNOP Is directly 
implementing the Electricity Networit Rehabilitation Program (ENRP) in cooperation with the Local 
Kurdish Electricity Authorities, which aims at rehabUltating the electricity network across the four main 
sectors of gentrltion, br1n1mia1ion, 1ubatltion1, and distribution. Capacity building Is addressed 
as across cutting theme. 

As of 29 March 2002, elecirical equipment valued at over USS224 mKlion (out of the US$871 million 
budget) had arrived In the area, of which 82% had been distrllboted to lnstallatlon sites. 

In 1999, UNDP was req111esled to expand ENRP's mandate to, address the generation shortfaU In the 
region resulUng from the onset of drought In late 1998 and to ensure a minimum humanitarian level of 
electricity to the population in Iraqi Kurdistan. The severity of the drought and its continuation for over 
three years has rendered the hydro generation resources in the north incapable of supplying the most 
basic electricity requirements of the population. 

In response to the need arising from this shortfaH and within the premises of its added mandate, UNDP 
in 1999 was able to procure 1, 150 small diesel generators, which has a total instaled capacity of owr 
100 MW, for installation across the three Kurdish govemorates. When operated, these generators 
supply a daily average of 18MW or 14,000kW hrs of electricity. These generators are supplying 
electricHy to all major hospitals and health centres in Iraqi Kurdistan and has directly benefited a 
population of over 1 miUion (consumers have now continuous access to water and are receiving a 
limited supply of electricity for eight hours per day). 
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In 2001, UNDP was able to commission three 29 MW d'tesel power stations, which have Improved the 
overall generating capacity for the Kurdish region. Water levels have Increased during the past winter 
(2001-2002), which have contributed to the optimisation of the Dokan and Darbandikhan dams and 
hydro power stations in Sulaymanlyah. The dams wiU generate 200 WY from the previous 50 MW and 
will supply both Erbil and Sulaymaniyah. Dohuk is already connected to the national electricity grid. 

Major rehabilitation work of the remaining networks and the distribution 1ransformers and llmlted 
expansion are planned under several stages with the allocated funds from Phases X and XI. Due to the 
nature of the works, the dlstributlon sector is very rooch dependent on the human resources of the 
Local Electricity Authorities. In this context, the project has been heavtf involved in capacity building 
and training in addition to the planning and design worX5 that the sector requires. 

PROGRAM OBJECTIVES 
4. To bring the levels of rellabllity and avaUability of the electricity network in Iraq to 

acceptable international levels by rehabl1tating and strengthening the generation, 
transmission lines, substations and distribution systems. 

5. To install sufficient additional generation capacity 10 ·address the emergency humanitarian 
requirements in Iraq. 

6. To develop the capacity of the local Electricity Authorities in the country to a sufficient level 
whereby they can sustain the operation and maintenance requirements of the electricity 
network. 

Program Support Objective 1 (Gener1tion) 
To Increase the generation capacity of the network by rehabllltating existing hydro power 

stations and installing additional generation facilities {of a pennanent or temporary basis) as required 
and ensuring that the mirnlmum emergency and humanitarian electricity requirements are met. 

Program Support Objective 2 {Substitutions) 
To provide safe, reliable and efficient 132/33111kVand 33111kV substation Installations, to 

accommodate the rehabilitated transmission and dlstri>ution systems and to allow for future system 
expansion, with increased generation capacity. 

ProgrlmS~portO~~w•3~ransmlsJion) 
To rehabilitate, re-establish and/or Install new overhead lines as requred to restore the network 

to a safe operational level, by taking Into account emergency and humanitarian as well as future 
requirements. 

Progflm Support ObjKtive 4 (D/$ttlbution) 
To rehabilitate, reinforce and develop the electricity distribution network in order to make it 

capable of meeting the electricity demand of public utilities, domestic consumers and other consumers 
In a safe, reliable and efficient manner whHe at the same lime ensuring sustainable development. 

Program Support Objective 5 {Sustllniblllty of the program) 
Through good stewardship of the 1sstts ind CIPIC#ty building 

To protect the integrity of the assets by operating and maintaining them as required in 
accordance with prudent 1intemational practice, until such lime as they can be handed over. Also to 
enhance the capacity of local electricity authorities to a level whereby they can sustain the operation 
and maintenance requirements of the network. Emphasis would be on: (a) skills Improvement and (b) 
management. 
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CASE STUDY - IRAQI KURDISTAN 

I. THE ELECTRICITY SITUATION IN IRAQI KURDISTAN 

Prior to the imposition of sanctions on Iraq, the three northern Kurdish govemorates of Oohuk, 
Erbil and Sulaymanlyah were supplied with electricity from the Iraq national grid. Two hydropower 
stations were constructed in the Sulaymaniyah Governorate to serve as peaking stations during periods 
of high demand; the Ookan dam was bultt In 1975 and the Darbandlkhan dam In 1987. The maximum 
combined total generation capacity of these two power stations is 649 MW. 

The three northern KtKdlsh governorates were supplied with power from several high voltage 132 kV 
transmission lines from the govemorates of Mosul and Kirkuk. These lines fed Into 132·33 kV 
transmission substations from where the energy was then distributed. 

As the electricity system of IK was part of the Iraq national grid, technical support was centralized and 
provided from Baghdad. T earns located at either Mosul or Kirku k provided maintenance of the system 
In the north and the northern staff carried out system operation and fault repar. 

In 1991, the electricity supply system in IK suffered severe damage. Several distribution and 
transmission lines were put out of commission, many substations were destroyed, and the control 
panels at the Darbandlkhan power station were ruined by explosives. 

By early 1998, the electrlclty generation, substations and transmission and distribution systems became 
very weak and power cuts of up to five hours were a regular practice. In certain areas, supply was 
limited to three to five hours daily, further reduced to one hour per day or no supply in some areas. 

The govemorates of Erbll and Sulaymaniyah had been cut off from the national grid and had to rely on 
the hydropower stations of Dakan and Darbandlkhan for their power supply. The generation capacity of 
these dams, however, was insufficient to meet the demand. The govemorate of Oohuk was still linked 
to the national grid but received very little supply. The result was a combined shortfall in electricity 
supply for the three northern govemorates of about 350 MW. 

The impact of the shortfall In supply in the north was further exacerbated by heavy losses of electricity 
resulting from the state of the 1ransmission and diStribution networks: smashed towers, kilometers of 
cables and conductors stolen, shattered insulators, several substations vandalized while others totaMy 
or partially destroyed and burnt out distribution transformers. 

To add to the fragility of the system the drought that affected the region from 1998 to 2001 had severely 
affected water levels in the reservoirs serving the tv.o-hydropower stations Dokan·and Darbandikhan. 
Wllh increased rainfall In late 2001 and beginning of 2002, lnftows lo the t'M> dams have Increased 
considerably, allowing for electricity generation. However, the system is not ready to absorb the 
increased supply. As a result, although there Is more electricity available it may not necessarily reach 
the consumers. 
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2. PROBLEMS TO BE ADDRESSED 

a) Dam and Hydro Power Stations 
Following the disconnection from the Iraqi national grid, the govemorates of Erbll and 

Sulaymaniyah were solely supplied by the twcrhydropower stations of the Dokan and 
Darbandlkhan dams. The structural Integrity of these two dams was the first priority to be 
addressed under the ENRP. Both dams and associated power stations sustained considerable 
damage and suffer from lack of spare parts and funds to ensure proper maintenance. They are in 
need of major and urgent rehabRltatlon. 

b) Transmission network 
The electricity supply system is configured to recelye supply through 132 kV and 33 kV 

overhead lines. After the disconnection from the national grid, to access the power generated at the 
Dokan and Darbandlkhan hydro power stations, the Local Electricity Authorities had to construct 
major new line circuits out of salvaged material. Unfortunately these works were affected with 
minimal regard to englneerilg design. The emergency nature of this construction had two important 
consequences· (i) some outlying areas were left without supply, and (Ii) the quality of power supply 
is well below acceptable norms. 

In their present state, these 132 kV and 33 kV networks constitute a hazard to the public and 
electricity workers, an<l place severe operating conditions on all electrical plants and equipment 
The system may collapse at any time and is presently only just operable due to limited generation 
outputs. Therefore, a comprehensive program of rehabilitation needs to be implemented to upgrade 
the condition of the 132 kV and the 33 kV systems, and to build new 132 kV and 33 kV Mnes. These 
are required to feed new substations already in progress and to enable the return of power supp'ly 
to those regions that had electricity before the hostilities. 

c) Substation 
The power inf,ectlon to the medium voltage network is provided from a large number of 

substations, originally planned and designed geographically to cover most of the load centers in the 
area. Many substations were badly vandalized and in some cases totally looted or destroyed during 
and after the disturbances. This had a direct Impact on the network design and stabNlty. 

Some of the substations are In general good condition and only need partial refurbishment. 
However, most will have to be rebuilt in either their present location or on sites which are more 
suitably located to th& load centers. · 

d) Distribution 
The main problem facing the distribution network is the deteriorated state of Its existing 

infrastructures. Lack of investment in improving the networt, considerable load growth and poor 
maintenance work during the last 10 years have resulted In overloading of the system and 
increasing the frequency of failures and outage duration. The present power system operates with 

· ·comparatively high system losses of about 23%. It is estimated that about 17% of these-are in the 
disbibutlon system. As a result, the excessive system voltage drops are keeping the efficiency of 
the operation of consumer appliances very low. 

Another important issue facing the distribution network is the need to build new 11 kV and 33 kV 
lines in order to restore proper connections to existing substations (transmission and distribution 

·lines using their design voltage levels) as well as to connect newly built substations to the network. 
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The distribution network needs to be expanded to Include: households localed close to the existing 
distributions networks, but not connected to the networks so far due to either limlted capacity of the 
existing plant or due to shortage of materials to Implement the electrification schemes. Another 
challenge is to connect the households located in areas. which had electricity before,' but lost It 
when the distribution facffities were destroyed during the hostilities; and, households located in 
remote areas that are not electrified so far. 

e) Generation 
Over and above the needs of the network and its infrastructures, the most obvious problem 

of the electricity system in the northern Kurdish govemorates Is the lack of sufficient generation. 
The estimated base load requirement above the combined realistic sustainable output of the 
existing power plants is 350 MW. At an estimated $800,000 per MW, this would enta~ an 
expenditure of about $280 million, although the options actually available could reach beyond this 
figure. 

3. PLANNED ACTIVITIES (subject to fund availability) 

To address the above.mentioned problems, the following activities need to be undertaken: 

a) Build 1,675 km of 132 kV and 33 kV transmission lines. 

b) Rehabilitate 1,179kmof132 kV and 33 kV transmission lines, and restore 140 km of 132 
kV lines to their origilal design voltage. · 

c) Rehabilitate and build 70 substations (the ENRP Intends to commission a first tranche of 8 
substations by October 2002, 19 additional substations by February 2003, 18 additional 
ones by June 2003 and the remaining 25 substations by June 2004). 

d) Rehabilitate 16,095km of distribution lines (33kV, 11kV, Dist Trans and LV). 

e) Build 1,720 km of new distribution lines (33kV and 11kV). 

Q Rehabilltate two dams and their hydro power stations. 

g) Install diesel power plants (3x29 MW for each of two stages). 

h} Install 256 diesel generators (38 ~for water pumping, 172 (17 MW) for health utilities, 
and around (8-10 MW) for domestic consumption. 

i) Establish one system conlrol center and one network communication system 

j} Procure large quantities of parts and spares 

k) Develop the· capacities of the local electricity authorities in the region to sustain the 
efficiency being visualized under the rehabilitation and strengthening projects by skills 
development to install, operate and maintain the systems scientlficaly. 
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4. IMPLMENTATION METHODS 

Currently, as per the Memorandum of Understanding l>et-Neen the United Nations and the GOI 
that codifies the practical arrangements for the implementation of the Qi.for-Food Program, UNDP is 
responsible for the entire procurement, installation and commissioning of electrical equipmenl along 
with sk>rage of spare parts, necessary for the rehabilitation of 1he electricity networtc in the three . 
Kurdish northern govemorates. 

There are currenUy twenty seven ongoing projects with several International large-scale tenders to be 
Issued this year. A large number of these projects are/will be Implemented throU{,tl turnkey contracts 
with International engineering companies. Other smaller projects arelwift be implemented directly by the 
ENRP In cooperation with the Local Electriclty Authorities. 

For the future IDRC should oversee the operations of the New Government Departments. 

a) Procurement procedures 
Procurement of Goods, Wor1cs and SefVices will be carried out by IDRC lhrough lntematlonal 
Competitive Bidding modaities as appllcable under International Financial Regulations and 
Rules, FIDIC is what Is used In Iraq. 

The ftrs step In the procurement process In nonnally represented by the publication on the 
either a Invitation for Expressions of Interest (EOI), for services, or an Invitation to apply for pre­
qualification (Request for P~ualificatlon) In the case of provision of goods, works and supply 
& Installation services. 

Short-listed or pnHIUalfled companles/supplers are then Invited k> submit a formal bid for the 
supply of goods, WOOis and supply & Installation services, as applicable. 

Fonnal solicitations k> submit bids/proposats are normally issued to pre-qualified/short-listed 
flrms as: 

Request for Proposal (RFP), br the provision of services and/or works, Including 
supply & Installation of equipment; and 
Invitation k> Bid (rTB), for the supply of goods, works, materials and/or plant. 

b) Contract executJon 
Briefly, the main modalities followed In Iraq for contracts execution are the follov.;ng: 

Turnkey contracts for the engineering design, supply and installation of 
electromechanical eq~nl and/or plant 
Supply conlrads for equlpmenl materials, plant and vehicles; 
Supply and lnstaftatlon contracts for electromechanical equipment and plant; 
Consultants' Services contracts for employment of consultants' firms; and 
Special Service Agreements for appointment of freelance speciarests or 
Reimbursable Loan Agreement with companies for appointment of ther 
professionals. 
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DETAILED INVESTMENT PLAN FOR IRAQI KURDISTAN 

1. INTRODUCTION 

The objective of this report Is to review and summarize the state of the various sectors of the 
current electrical networt, and identify weaknesses with the view of proposing necessary plans to meet 
current and future need until 2010 in the electricity sector In Iraqi Kurdistan. 

UNDP and Local Electricity Authority are carrying out a program of various rehabilitation and 
maintenance activities to develop and enhance the electricity system in the area. For the future, 
projects plaMed under cunent cooperetion program between the UN and KRG should continue. 

Most Information at this report Is based Qn a study conducted bv the Australian Consultant Company 
(SMEC). in 1998, SMEC completed a major survey of the networt in the three Kurdish Govemorates. 
The survey aims at ~ntifying the state of the various sectors of the electrical network, and make 
recommendation to address the problem, the recommendation of this study were shared with the Local 
Electricity Authorities and are currently used as a general guideline for the planning of future activities. 

2. CURRENT SETUATION 

RELIABILITY: 

LOAD: 

The reliability of plants and equipment in the Iraqi Kurdistan is weak due to the following: 
- Shortage and lack in power generation. 

Lack of protection. 
Excessive over load 
Lack of maintenance & spare parts 
Communication problems 
Shortage of tools and vehicles 
Shortage of transmitions lines and transforming capacities 

As a result of natural load growth of 1.05% per year the load on Sulaymaniyah-Erbil was 
estimated to rise from 480 MW (In year 1998) to about 500 MW in 2003 and 530 MW in year 2008 
these figures should be increased by about 400 MW for load shedding to gibe an unsuppressed {no 
load shedding) maximum demand requirement at generation level of 940MW. 

The maximum demand on the Dohuk system was 90MW (in year 1998), If Dohuk load are included 
then the unsuppressed maximum demand requirement at generation level in the long tenn became, 
1140MW. 

TARIFFS: 
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The low price of electricity has resulted in extravagant usage of elecbicity in northern 
Govemorates, the amount and reliability of electricity supply available to people will reduce substantially 
until new generation becomes available. 
3. GENERATION & SOURSES 

·Electricity power resources in Iraqi Kurdistan currenUy are limited to: 

1. There are two hydro station located In Sulaymaniyah Govemorate, Dokan (5X80MW) and 
Oarbandlkhan (3X83MW), the maxlroom power supplied by these IV«> stations (with full 
storage) Is 566 MW and due to deteriorated state of the power station the available power 
becomes less than 480 MW. 

2. Three station of 29 MW diesel generation plant (one station for each Govemorate). 

The availability of power from the National grid via Mosul is supplied only to Dohuk Govemorate 
and the availability of power Is polltlcally controlled, however there ls regular load shedding in 
Dohuk. 

The only options for increasing the power generation In lraql Kurdistan are: 
- Hydro Generation plant provided. 
- Thermal Generation plant provided. 
- Re-connection with the National grid. 

For reconnecting Sulaymanlyah-Ert:>il 132 kV netV«>rk with the National grid, studies have been made· 
concerning the over all cost of the items and supplies needed to this reconnection as a tum-key proj&ct 
Implemented by foreign companies, and the preliminary estimates as follows: 

Reconnection through two line 11 a first step at a total cost of $15 million as follows: 
- Taamem Govemorate-Taslujah, at a cost of$ 8 million 
- Dlbs-Erbil, at a cost of$ 7 million 

Reconnection through three lines It a total cost of$ 23.5 million that is k> say the Taamem­
Taslujah and Dibls-Ert:>il Liiles at the same cost as above, with lhe addition of a Qaraqush-Ert:>il line at 
a further cost of $8.5 million. 

4. TRANSMISSION LINES 

In any electricity supply program the transmission netM>rk Is lhe key to the transmission of 
electrical energy from the generating source to the load centers and they are designed for high 
re6ability. 

Generally there are few numbers of 132 kV & 33kV transmission lines, in the area, some of33 kV even 
11kV feeders are supported on the 132 kV towers until these towers are required for the 132 kV 
system. Some section of the 132 kV and 33 kV transmission system have beeo extensively damaged, 
the forms of damages are: 
1. Steel towers destroyed or damaged 
2. Steel work missing on towers. 
3. Conductors and earth - wire missing. 
4. lnsulak>rs broken 
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Because of a shortage of materials and !!QUipment, temporary repair have been made which are 
substandard and v.ttlch leave the system in an unreliable state. 

Bellow ' f d ta'ls is review o e I d' th 'sti 132kV& 33kV tra ' . I' reaar 1ng e exi ng OSllllSSIOn 1nes 

Govemorate 132kVT.L 33kVT.L 
No. Length (km) No. Lenath (km) 

Erbil 7 434 20 233 
Sulaymaniyah 13 577 22 303 
Dohuk 6 315 9 265 
Total 26 1326 51 801 

5. SUBSTATIONS 

Substations form the power Injection point to the distribution network. Al the substations In the 
area are in deteriorated condition requiring immediate rehabilitation and in many cases, augmentation 
too; loads in most of them have exceeded the fim1 capacity. Some of them are mobile substations. 

The existing 33 kV and 11 kV clrcutt breakers are in poor condition and require replacement as a matter 
of urgency, these equipment were purchased in 1970 and has exceeded its normal life cycle, most are 
operated manually and they are severely at risk due to the inability to isolate faults. 

The 132 kV circutt breakers at north Erbil SIS and old Dohuk SIS are very old and the company has 
now been taken over several times and it Is extremely unlikely that a supplier will be able to provide, the 
necessary spare parts. 

F llo . o wma are the details reaardina the exisUna 132 33 & kV su stations: b . 

Govemorale No of 132 kV SIS No. of 33kV SIS 
Erbil 4 14 
Sulavmanivah 9 22 
Dohuk 3 13 
Total 16 59 

6. DISTRIBUTION 

The L. V network is the most important part of the distribution system It is important that it is 
designed to meet the po'9ntial customer load and the quality and standard of supply is adequate as 
regards reliability and voltage limits. 

Generafty the existing 11 kV & 0.4 .kV network in tt:ie ~rea are overhead lines and they are In bad 
condition due to past damage and lock of materials necessary for appropriate repairs or preventative 
maintenance. 

Distribution transfonners are extensively over loaded and most of them with out protection, they 
urgently need an upgrade of their electrical protection. Poor voltage levels below the allowable limits 
affect various section of the distribution network. 
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-

This has caused poor supply voltages to consumers In these areas, causing various problems in the 
use of electrical equipment. 

7. COMMUNICATION 

Communication is poor, In many cases reliant on the sul>-standard local phone network, power 
line carries (PLC) &(VHF) systems covers sul>-station but only few are working, parts are missing on 
most eq1,1ipment and an u.rgent survey Is required to determine the parts that are needed to restore tlhe 
system to operation. · 

Remote control Is impossible and there Is no control system for transmission or distribution although the 
scheduling of generation and load shedding is earned out from Ookan hydro power station. 

Generally, Communication Is poor - needs new equipment and· specialist review & a control dispatch 
center would help reduce system outage time. 
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Options for Additional Generation Capacity 

In Iraqi Kurdistan 

INTRODUCTION 

This report gives immediate generation options whilst Including a great deal of information on 
the medium and long tenn options for additions to generation capacity. 

In lhis study, Immediate Term means completion in less than 2 years from now, Medium term means 
completion within in 2-4 years, and Long Term means completion In more than 4 years from now. 

CONCLUSIONS AND RECOMMENDATIONS 

1. .bQAQ 

The 1999 total maximum demand and energy requirement for the Sutaymaniyah, Erbil and the 
Dohuk systems at generation level to be about 580 MW and 1900GW/hlyear respectively. 

Given a resumption of normal hydro catchments lnftows and a gradual Increase in generation to supply 
loads shed prior to the drought, previously unelectrlfied villages and collective villages, the total 
maximum demand and energy requirement for the Sulaymaniyah, Erbll and the Dohuk systems at 
generation level has been estimated to rise to about 600MW and 2000GWh/year in 2001(the short 
term), 630MW and 2100GWh/year in year 2003 (the medium term) and 1140MW and 3700GWh/year In 
year 2010 (the long term) 

The above figures assume that the maxiroom demand on the Dohuk system in year 1999 is about 
100MW (Summer) and 170MW(Winter) and the energy requirement 3BOGWh/yaer. 

2. GENERATION 

It Is unlikely that the maximum-recorded generation out put for Sulaymaniyah hydro (480MW) 
will be exceeded prior to rehabWitation. The only options for increasing the power generation in Iraqi 
Kurdistan are: 

1. Thermal generation, tt the plant Is provided under SCR 986 or another program and if 
the authorities are able to arrange and cover the cost of the necessary fuel. 

2. Hydro generation tt the plant was provided under SCR 986 or another program. 
3. Re-connection with the Iraqi grid. 
4. Re-connection with the Turkey grid. 

Implementation of any option will requre allocation of funds from National Budget, since consumer 
tariffs do not generate sufficient funds to cover fuel and operation and maintenance (O&M) expenses. 
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3. THERMAL GENERATION RESOURCES 

In assessing thermal resources It Is assumed that all resources will have to be contained in the 
three Kurdish Govemorates. The constrain on development of thermal generation In Iraqi Kurdistan Is 
the size of the exploitab!e thermal resources that exists in each of the Govemorates namely 
Sulaymaniyah. Erbll and Oohuk. 

The resources will have to be quantified to alk>w correct genera00n planning to be completed .The 
resources would have to be classlfted as proven reserves before commitment to a project ts made. The 
definition of proven reserves being that there is a 90% probability of exploiting the reserve to the extent 
estimated. 

Since no official records of reserves were available, then It must be assumed that the following activities 
would have to precede the convnencement of thermal plant design and would be carried out In series 
I.e. the total time would be 2 years. 

• Exploration 
• Production drilNng ol wells 

1 year 
1 year 

Following successful production drilling three types of plant could be considered. The times shown are 
from start of Implementation planning to commission: 

• Large dlesel genets 
• Gas turbines 
• Steam turbines (oiVgas fired) 

4. HYDRO GENERATION RESOURCES 

up to 2 years 
2.5 years 
3 years 

Hydro recourses also need some thorough investigation to achieve an acceptable degree of 
certainly. Typically the period from planning to commission Is not less than 5years, however there are 
two schemes In Iraqi Kurdistan for which a lesser tine may be allowed. 

These are the Bekhma (1500MW) and the Bakurman schemes. Only the Bakurman would qualify for a 
medium term because of the size and polltlcat and contractual problems likely with Bekhma. Some 
ITWll·hydro schemes may also qualify as medium term. 

Typical Implementation times for hydro are: 
1. Site Identification 
2. Site Investigation and survey 
3. Detailed design 
4. Financing 
5. Tendering 
6. Construction 
7. Commissioning 

3 months 
2 years 
10 months 
12 llllOllthS 

6 montt\S 
4 -5 years 
12 months (large station) 

The hydro potential of a site depends basically on two things; the flow of water and the available head. 
The head can be measured in a short time with almost any survey equipment 

The water avallabl~ty can only be determined by careful measurements over a prolonged period 
Survey and geotechnical data is needed to improve the estimation of project costs and viabillty. 
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5. HYDRO POWER OPTIONS 

Hydropower is the best renewable generation sources available In lraql Kurdistan. There are a 
number of large rivers and an abundance of narrow gorges suitable for the construction of dams and 
power stations. 

Typical cost of hydro power stltlon ii 1000--3000 US$ /KW, 

A number of potential dams can be contracted in the future Including the following: 

• Bekhma A 230m high multipurpose rock fill dam under construction on the Greater Zab River, 
designed to provide llood control, as wen as peaking hydro power for the Iraqi grid, The 
1 SOOMW power station would have produced an average of 4776GWh/a 

While Bekhma dam has already been designed and partially constructed the power station itself is too 
large for the northern govemorates grid. Without Interconnection 'Mth the southern Iraqi grid. 

It is technically possible lo construct a 90m high relnbrced concrete cavity (RCC) dam In place of the 
proposed Integrated cofferdam gMng a lake level of EL 450m. This could suppty water to temporary low 
head power station of about 150MW Capacity connected to the low level out let tunnel; it will produce 
an average of 960 GWh/a. This project would set up relatively quickly because the dam high ls less 
than the level of 476 for sediment storage for the main dam. 

• Lower Bekhma, a 25m high dam with 100MW power station down stream from Bekhma 
capable of re-regulalilg the peak power releases Into less damaging constant discharges with 
an annual 343GWh of energy. 

• Bakurman, a 100m high concrete arch dam associated with a 66MW hydropower project on the 
Khzir River estimated 70 GWh of energy. This site has been Investigated and studied and the 
data should be avallable from Baghdad for design and early construction. 

• Qaladza was proposed as an 85m.hlgh dam upstream from Ookan on the lesser Zab. The 
flows are about three quarters of the Ookan flows. In principle this project should be about 
180MW 

• Taq Taq has been proposed, as a dam down stream from Ookan This River Is wide at this 
location and Is expected k> require a significant dam structure founded on alluvium, It wlll 
produce about 710f..m based on the release from Ookan and the ava~able head. 

• Similarly, a dam at Buanur is expected to produce 90MW from the 45m high dam based on the 
dally releases from Darbandikhan. 

• Deralok, on the Greater Zab ~ar of the maximum flood of the Bekhma Dam 

• Buanur dam has been proposed as a re-regulating dam for Oarbandikhan mini-hydro power 
option. 
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6. WIND POWER OPTIONS 

Records for Dokan and Oarbandikhan show that the average wined speeds at these locations 
are quite low; lhey are only of the order of 2·3 mis. 

A wind generator of worth while proportion for a village, say 600Kw (about 1000 customers at 4A per 
customer), would deliver about 219MWh/a to the viUage .The corresponding capacity factor is only 4% 
Although lhis is the equivalent lhe of about one hour per day in fact the customers would not want to 
share usage according to ttle current wind speed. Hence battery back up would be required plus 
probably a dieseklriven g,enerator. If diesel driven generator back up is required and fuel is cheap and 
avaHable, it would be flnanclally advantageous to Install only the diese\.driven generator. 

SmaU diesel generator cost about 100-200 USS per KW and wind generators about ten times this unit 
cost. 

SHORT TERM EXPANSION 

The immediate term plan to be commissioned within two years is as follows: 

1. Presently, three 29MWdiesel power stations are installed in the ttlree northern govemorates, 
also there are about 1150 small diesel generators wilh a total Installed capacity of 106 MV A across the 
area, To ensure continuity operation for these units, supply of fuel, oil & necessary spare parts should 
be secure, the estimated amount of fuel and costs of spare parts is as shown bellow: 

For three 29 MW diesel stations 
Fuel amount for one-year operation-173 million liter 

For 1150 small diesel generators 

Fuel amount for one-year operation-40 million liter (9 H per DAY) 
Spare parts for one year 

$4.Smillion 

$1.Smllllon 
$2 million 

2. lnstaHation of additional generation supply by installing 12 units of Gas Turbine of 20MVA 
capacity each with its necessary equipments & components for connection with the grid (33 KV side), 
These units should be dislributed as follows: 

Sulaymaniyah 2X20MVA 
Erbll 4X20MVA 
Soran 2X20MVA 
Dohuk 3X20MVA 
Aqra 1X20MVA 

The estimated costs of these units and amount of fuel for operation are as follows: 
12X20 MVA gas turbine ulllit compfete with necessary connectirng equipments is $190 million 
Amount of fuel br operation per year 360 mHlion liters $1 O million 

3. Re- inter connection with ttle Iraqi grid, however there should be indication that GOI would 
guarantee the amount of transfer power. The inter connection of Sulaymaniyah/Erbil grid with lraql grid 
would be via two 132Kv circuit. (Dibes-Azade) are (Kirtcuk- Taslujah). 
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The estimated cost is about $ 25 million 
4. The interconnection has already been made prior to 1990 and network components are in place. 
Connect Dohuk grid with Sulaymanlyah-Erbll grid after improving source of generation, It is concluded 
that the Inter connection via new Harrir , Aqra & Bakurman and Ssrslnk Is technlcalty satisfactory. 
The estimated costs for this connection is about $20 million 

Notes 

• Current UNDP-ENRP activities Regarding maintenance of existing generation plants, 
Transmiss'ion lines, Substations, Communications & Oisbibution net\wrk, should be 
continued according to the applying plan. But by the Kurdish Local Electricity 
Authorities 

- Transmission Lines and substations plan are sl\own in the attached tables which 
shows details of work to be done and the required funds 

- Funds required for communication and SCADA system is about $55 million, fund need 
to be secured. 

- For disbibution sector, $216 million have been allocated to rehabilitate 4430 kM and 
construct 550kM of new networks in IK via ENRP activities, but distribution sector stHI 
needs to a Hocate additional funds of $60 minion to the sector for the short term to 
under take new activities 

MEDIUM &LONG TERM EXPANSION 

Tables No. 1 & 2 shows the most Important options & plans that should be taken under 
implementation for medium and tong tenn consideration for Increasing the power generation In northern 
Iraq and improving reliability for electricity system In the region. 
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Subject: Oil For Food Transition, subgroup 

Dear Colleagues, 
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I am coordinating the above mentioned subgroup and would like to start some brainstonning here. My idea of 
dealing with the Oit-For-Food program issue will basically cover the following: 

1. Provide some basic information and background of the resolution. curtent status. And for that I have attached 
some baSIC data Information. We can expand more, I could reflect oo IK expenence which I am directly involved 
wrth. 

2. Analysis· 
• OPPORTUNITIES (positive aspects of the resolution what could be enhanced. enforced and considered for 

continuation in the future). and 
• RISKS (the negative aspects of the resolution in its current form. and highlighting issues for change and 

development for the future). 

3. Proposal for Transitional penod. how long and what form. There were some thoughts expressed dunng the 
discussions about a proposal for a joint management system. 

~ Kak Salah expressed the idea of considering drafting a new resolution. Should we in this subgroup wof'I( on a 
new draft? 

For the sake of meeting deadlines, and since we are small subgroup. may be we only need fewer number of 
drafts to wOfit on. 1 and 2 draft be1ore a final draft. could be enough. If you agree. then let's circulate the f1rs1 draft 
by 15 November. and the 2nd draft by 25 November I will have then until the end of the month to work on a final 
draft 

To start the process of brainstorming. I am sending below some initial thoughts. kindly read and react so we move 
the thinking forward. also you can make use of the attached files and the following link ~~ 
lra!lf!99!L"1me Oil for FOOd · 

Future of Oit-For-FOod 

The UN-mandated Iraq oil-for-food program is the largest humanitarian program ln the world. December 2002 will 
mark SIX years of program implementation. This is a massive. complex program with both positive and ne91bve 
features. It 1s time to review these features and examine performance with a view toward determining what the 
expenence offers toward guiding us in the future. 

Very brielty: The main feature of the program centers on substantial funds bemg generated from Iraq's oil wealth 
that are dedicated/restricted solely to humanitarian purposes. As currently structured. the program allows for 
major ref0tm/ovemaul of Iraq's health. education. water & sanitation. housing. telecommunication. road. and 
electricity sectors. However, thlS is not happening to the extent funds allow because polltical factors have been 
used to obstruct implementation. 

We Iraqis are strong, excellent implementers. But we are weak in analysis and planning that would result in more 
effective and efficient applicallon of the country's resources. Part of 'this is explained by the tact that in the past 
planning has been solely top-down. extremely centralized - forced, with power and funds thrown at whatever the 
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power·that·be deigned to have done. 

Since 1he program began near1y six years ago, $58 b~lion has been eamed with $40 billion made available for 
t\umanrtanan goods/services throughout the country. In most any country in the wond, this is a sub8tantial 
amount' In addltlOn, we must add the value of the hundreds of thousands of civil service personnel, and 
oe>eration5 & mamtenance costs. covered, however inadequately, by both the GOI for the center-south (CS), and 
by the KRG for the Kurdistan region of northern Iraq • Iraqi Kurdistan (IK). In total, the amount available for health, 
eoucation willer and sanitation etc. averages more than $7 biUion per annum. In addition, $1.3 billion has been 
provided 10 the UN. repeat UN. to cover their program management costs. 

Ounn9 tnese 1111 yHl'I. neither the UN nor the GOI (nor the KRG) has produced a comprehensive strategic plan 
fOf 1peno1ng ~O bllhon based on ,professional. detailed analysis. In effect. program planning amounts 10 little 
more lt\an coming up with shopping lists" of items for procijrement Regrettably, program objectives wi1h 
meuuraoie 1ndleators focusing on impact are not a regular feature. Obviously, this is a negative feature that 
nft-05 to ~ correcteo 

Keeping "' mind that Ill essenbal publie services in Iraq have been provided solely by govemment. we must go 
~rough a l!ansrtion penod where the oil·for·food program will continue to direc:t resources toward humanitarian 
nft05 'M'latever the ~ment governing structure may be, given past experience me "new" structure will 
riave to pro~ ltMff m terms of responsibility and responsiveness. 

II *Ol.lld $Hm that 1 phased transfer of re50urces from the current oil-for-food type program with some degree of 
e11t~a1 1nv01~ment. to one in which intemal involvement is inc:ntased over time. would be preferred. Currently. 
tne °';.for .food program is implemented in 6-month phases. each phase authonzed by a Security Council 
rHolutt0n PemaP5 percentages could shift from to less extemal control every six months based on 
preoetermrned measurable criteria. · 

unoer ttle program. humanitarian needs/services receive 72.2% of the sale proceeds of legally expon&d oil. 
suPPOs.edly •much higher percentage than before the events of 1990-1991. The funds actually available wiH 
increase as more 011 is exported. though we have to keep in mind that oil prices could very weh fall. Incidentally, 
cM•ng t~ pa51 six years Baghdad has reached daily export levels nearty as high as the levels reached before 
, 990 l n1s nas occurred under conditions of supposed devastation and detenoration of the oil industry. 

Anacneo are 5 f1tes or introductory information on the oil·for·f09d program. Later. I will offer more infoonabon 
ba~ on our first-hand. specafic experience with the UN and GOl 1n adm1nistenng the 13% account with funds 
allocated tor traQ1 Kurdistan 

~st regards. 
Nasreen 
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Executive Summary 
Under the "Future of lraq" project sponsored by the US State Department an 
advisory subcommittee on Information and Telecommunication Infrastructure 
under the Economy and Infrastructure working group was formed to 

• Assess the current state of lnfonnation and Telecommunication 
Infrastructure in Iraq. 

• Identify Infrastructure initiatives needed, the day after Saddam, to 
maintain and support essential services; distribution of food and drinking 
water, medical services, sanitation, transportation and security. 

• Recommend Infrastructure goals to meet in the first 180 days and within 
the first two years following the liberation of Iraq and beyond. 

• Specify, at a high level, the requirements to meet these Infrastructure 
goals. 

• Initiate the process for setting guidelines for a Freedom of Information Act 
for Iraq 

To conduct its business, the subcommittee divided the Segments of Information 
and Telecommunication Infrastructure into the following: 

• Terminal Appliances, such as radio sets, television sets, computers, 
telephones and mobile phones. 

• Distribution Networks, such as telephone network, radio spectrum 
including satellite, and Internet and data networks, and 

• Content Production Facilities, such as radio stations, television stations, 
newspaper and magazine publishers, book publishers and Iraq's portion 
of the world wide web 

The subcommittee collected information on Iraq's economy and compared it to 
some selected neighboring countries. Iraq's per capita GDP in 1991 was $3,483. Jn 
2002, it is $2,500. The following is a table of economic statistics by country for 
2()()()2. 
Iran 
Jordan 
Lebanon 
Turkey 
USA 

$6,300 
$3,500 
$5,000 
$6,800 
$36,200 

Definitions: Gross domestic product (GOP): The value ot all OOods and services produced domestically. 
Purchasing pawer parity (PPP): The PPP method involves the use of standardized International dollar price 

weights, which are applied to the GOP produced In a given ecooomy. 

2 http://www.infoplease.comi ipa/A0874911.html 
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The sulx:onunittee reviewed the state of Information and Teleconununication 
Infrastructure in Iraq based on publicly available records. According to the May 
2002 UN Oil for Food program report: 

The telecommunications infrastructure in Iraq is extremely poor, 
which has resulted into negative consequences on the efficient 
procurement and distribution of humanitarian supplies, poor 
communications between warelwuses and Jwspitals, and hindered 
the timely passing on, of accurate information on requirements. 

An ITU mission in 1998 concluded that the rehabillitation and modernization of 
the telecommunication network in Iraq would require an investment of over $1 
billion and its implementation could take between 7 and 10 years. 

The number of telephones per 100 people in Iraq was 5.6in1985, which 
deteriorated to 3.1 in 1998 and today it is below 3 per 100. The world average is 
10. 

The telephone infrastructure in Iraq is mainly analog and requires massive 
upgrade to a digital infrastructure. It consists of two analog networks (Coaxial 
and Microwave) making a figure 8 shape covering lraq from Mosul to Basrah 
intersecting in Baghdad. International connections are through 3 old satellite 
stations, and Coaxial cable and microwave radio relays to Jordan, Syria, Turkey and 
Kuwait. 

Internet and data networks are almost non-existent. The estimated number of 
users is 12,500 (2001) outside Kurdistan and 10,000 in Kurdistan. There is no 
civilian backbone data network, but it is speculated that a military one exists. 

Some interesting reference statistics include 6.7 percent of world population has 
access to the Internet. Turkey has around 1.5 million users. United Arab 
Emirates has around 500,000 users. 

The current state of content production facilities in Iraq excluding Kurdistan is is 
summarized in the following. There were 19 AM (Sare inactive), 51 FM,4 
shortwave radio broadcast stations as of 1998. There were 13 television broadcast station 
as of 1997. In 1996, there were 20 daily newspapers. In 2000, there was one Internet 
Service Provider, with no web sites other than a few government web sites. 
In Iraqi Kurdistan there are 151V broadcast stations, 20 radio broadcast stations, 
which broadcast in SW and FM, 167 daily, weekly, bi-weekly and monthly 
newspapers and magazines and 2 Kurdish satellite TV broadcasts. 
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The following table present statistics on Iraq vs. other countries of similar 
economies, plus the US as a reference: 

Sources: Except as noted, newspapers, radio, and television-United Nations Educational, Scientific, and 
Cultural Organization, Paris, France, Statistic;,/ Yearbook {copyright); telephones, cellular phones, and 

personal computers- Jnte.rnatlonal Telecommunlcatlons Union, Geneva, Switzertand, World 
Telecommunication Indicators (copyright). 

The subcommittee identified the following major challenges facing Iraq during 
the post Saddam transition period: 

• Gathering facts in a timely manner about current infrastructure 
• Introducing new infrastructure into major population areas 
• Shortage of skilled labor as well as training local labor 
• Establishing a regulatory framework to enable contributions from private 

sector 
• Introducing free press ·and free media in an orderly fashion, which we 

propose to be introduce under a comprehensive Freedom of Information 
Act for Iraq 

The subcommittee established the following guidelines for setting up its 
recommendations, Le initiatives should take into consideration t.he following: 

o Geographic distribution of population around Iraq. 
o The infrastructure in neighboring countries and countries with similar per 

capita GDP. 
o First, Fix what is there, then build new infrastructure. 
o Leverage existing military and security infrastructure such as the coaxial 

cable network to the western desert. 
o The infrastructure developed in Iraqi-Kurdistan over the past decade 

3 http://www.infoplease"com/ ipa I A0883::l96. html 
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• Telecommunications Ministry replaced Analog exchanges in 
Dohuk, Erbil and Suliemaniyah with new Digital exchanges. 

• More than 100,000 new lines were made available for the public. 
Telephone density in IK is now 2.8 telephones per 100 inhabitants 

• Private companies using the V-SAT system introduced 20,000 
mobile phones to the market. 

• There are 10,000 Internet users in Kurdistan through WEB-SAT, a 
low cost-high speed - two.way Internet via satellite 

• There is no political censorship in Iraqi Kqrdistan. 
• Media outlets belong to political parties. No outlets are commercial! 

Subcommittee Recommendations 
We recommend three stages of recovery and development after the liberation of 
Iraq 

1. Recovery Stage, which deals with the restoration or establishment of 
essential communication services. 

2 Basic Services Stage, which deals with the introduction of information 
and telecommunication infrastructure services that meet basic daily needs 
of the society 

3. Advance Services Stage, which deals with the introduction of services 
that enable Iraq to grow unhindered and match countries of similar per 
capita GDP that have advanced services. 

Recovery Stage - First 180 days 
The transition goverrunent should create taskforces 

a. To gather accurate information on the state of the infrastructure and 
complete it within the first 90 days. 

b. To identify and specify communication infrastructure needed to maintain 
and support essential services, and 

c. To identify the skills required by the workforce responsible for building, 
maintaining and operating the telecommunication infrastructure in Iraq. 

During the recovery stage the existing recommendations made by the UN Oil for 
Food Program should be implemented immediately. These are: 

1. Replace the analog Baghdad Junction Network (BJN) with a digital 
network at a cost of about $15 million. It is estimated that the replacement 
of the transmission lines could be made operational within six to eight 
months. 

2. Replace the international communication facilities (Earth station, 
international exchange and the analogue microwave link between them). 
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3. Replace four old crossbar exchanges (I<arbala, Diwaniya, Nasiriyah and 
Basrah) and of the obsolete analogue microwave link between Baghdad 
and Basrah with a digital link and extend it to the port of Um Qasr, the 
entry point of the main portion of humanitarian commodities. This 
microwave linlc will pass seven govemorates whose total population is 
more than (7) million and considered as the most populated region in Iraq. 

4. Replace three exchanges in Baghdad that were completely damaged 
during the GuU war. 

The cost of the above projects is estimated at $130 million 

5. We also recommend the introduction of a small mobile 
telecommunication network for (25000) subscribers in Baghdad, and a 
(2000) subscribers network in the center each of the govemorates in Iraq at 
an estimated cost of about $30 million. 

6. We also recommend the introduction of mobile telephony in an aggressive 
way into Iraq by allowing several vendors to compete in entering the Iraqi 
market on condition that they bear the cost of initial deployment of 
infrastructure and subsidize heavily hands.ets and monthly charges. 

The cost of infrastructure for 1 cell phone per 100 people in Iraq is estimated at 
about $125 million. To give each family one cell-phone, assuming an average 
family consists of 5 members, will cost up to $25 billion for infrastructure. 

Basic Services Stage 
In the first two years, we recommend: 

1. Introduction of data network to allow connection of computers in all 
warehouses and Ministries and other parties involved in the humanitarian 
distribution pr<>grams. 

2. Enable the private sector to be involved in providing some of the 
communication services in the country such as ISPs and mobile telephony. 

3. Utilize the military network built by the Saddam regime for civilian use. 

4. Develop a standard and simple " government bid proposal" to encourage 
small businesses and entrepreneurs to import required hardware and 
software and establish information and communication services 
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5. Collaborate with neighboring countries that have modem infrastructure 
such as Iran, Turkey, UAE, and Kuwait to benefit from their experiences, 
cost allocation, time and resources required, management risks and 
preparations. 

Total cost is estimated at 
o $2 billion for telephony 
o $1.2 billion for cellular telephony 
o $1 billion for computers 

Advanced Services Stage 
Beyond first two years, we recommend to match or exceed the highest service 
levels of countries with similar per capita GDP and similar economies, 
particularly oil producing countries. 

1. Introduce a modern digital infrastructure for telephony 
2. Introduce a high-speed IP-based infrastructure to support voice and da.ta 

services and cover major population areas in Iraq. This backbone should 
consist of 
a. An optical backbone and metropolitan area networks 
b . . A distribution (last-mile network) that consists of a hybrid 

infrastructure of wire-line and wireless (including satellite) 

The subcommittee established the following guidelines for goal setting in the 
Advance Services Stage 

~ Service levels should be proportional to the country's per capita GDP Qf 
countries with similar economies. 

)Ii> Regulate the airwaves and information distribution channels to enable the 
private sector to contribute to the building of infrastructure 

)Ii> Coordinate activities by a government agency· (or IDRC) to oversee 
projects and treat them as public works projects and for job creation at the 
same time. 

)Ii> Establish strong enforcement body to prev·ent abuse and maintain 
transparency in all projects. 

)Ii> Establish publishing houses and encourage the writing of books 
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> &tablish centers for translating works produced in other countries of the 
world. 

We recommend the following target level of services in 5 years (per 100): 

Total cost is estimated at 
o $.3.75 billion for telephony 
o $.3.6 billion for cellular telephony 
o $1.5 billion for computers 

viii 
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Draft 

Notes to members of the Telecommunication Infrastructure 
Subcommittee 

12/2/2002 

I decided to leave material that was submitted l1y Dr. Mohamed Alhakim (in 
red) and material that was submitted by Ms. Nasreen Sideeq (in blue). I did 
integra~ the input from all members in this draft. This includes both Mohamed 
and Nasreen input This will allow us to maintain the original intended text as a 
basts for discussion to generate the final draft of ,our report 

Preface 

Iraq, the a:adle of civilization, the people that introduced the first law and civil 
society in history is at last preparing to join the free world, after over 30 years of 
draconian oppression and tyrannical rule. Saddam's mafia-style government has 
caused massive damage to Iraq's infrastructure during the past 20 years since the 
first Gulf War, as a result of gross miscalculations and self-centered adventures. 
Repairs of the infrastructure will take billions of dollars and tens of years let 
alone bringing it to 21st century standards modem societies. 

Ironically, the same tyrant himself has created the necessary environment for his 
own demise. The free world, led by the United State5 of America, has reached the 
conclusion that without removing this dictator from power, the whole region 
will continue to be in turmoil and the new phenomenon of extremism that has 
led to unthinkable terrorism against innocent civilians will continue unabated. At 
last, the people of Iraq can hope to restore their lost freedoms with the help of the 
free world. 

Acknowledgement 

.1- The Communication subcommittee acknowledges that this draft consists of input 

from members of the communication subcommittee and in agreement that the 

draft document will only become a final document after ALL members have read 

it and made their comments 

2- The Communication subcommittee is a non-political government organization 

dev~ted to the development and reconstruction of all communications and 

telecommunication .infrastructUre in Iraq; Its advisOry role may extend to advise 

the transitional government on communication media development and 

establishment, telecommunication recommendations, and the insurrection of a 
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new Iraqi freedom Act that govern all types of media such as Televisions, Radio, 

Newspapers, magazines, Internet access, Internet content, and others. This 

subcommittee will advise the office of the prime minister and relevant cabinet 

members on issues of national interest such as regulations, and de-regulations, 

technology import/ export, education and training, communication policies, and 

identification of new telecommunication projects. 

3- The Communication subcoounitt.ee' s decisions and its board members must be 

independent from any political conflicts that may occur between government 

political parties, senior government officials, part line ideologies or ethnic 

interests as part of the normal democratic _pr~. 

4- The Commu.nkation subcommittee is composed of undetermined number of 

expert board members. 

5- The content of this communication document with all of its definitions, 

recommendations, and organizational structure is considered a "non-biding" 

document to the new Iraqi collation government. 

Introduction 
The Future of Iraq Project, its workgroup on Economy and Infrastructure, and 
this subcorrunittee on Information and Telecommunication Infrastructure aim at 
preparing a set of recommendations for post-Saddam Iraq, both short term. 'i.e. 
urgent, and long term, i.e. strategic. The Information and Telecommunication 
Infrastructure subcommittee is chartered to: 

a. Assess the current state of Information and Telecommunication 
Infrastructure in Iraq. 

b.· Identify the Information and Telecommunications Infrastructure 
initiatives needed, the day after Saddam, to maintain and support 
essential services; distribution of food and drinking water, medical 
services, sanitation, transportation and security. 

c. Recommend and prioritize Information and Teleconµnunication 
Infrastructure goals to meet in the first 180 days and within the first five 
years following the liberation of Iraq. 
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d . Specify, at a high level, the requirements to meet these Infonnation and 
Telecommunication Infrastructure goals. 

e. Initiate the process of drafting a new Iraqi Information Act that dictate 
how and in what form information is to be disseminated to the Iraqi 
people: 

a. Freely 
b. Regulated 
c. Semi-Regulated 
d. Controlled 

Elements of In.formation and Telecommunications ln.frutrudure 
During the final two decades of the 20lh century, the world embarked on a new 
information and telecommunication revolution. Infonnation and 
telecommunication infrastructure has become the backbone of the modern 
societies. In this section, we identify all the elements of this in&astructure to 
eitablish a scope for our investigation and recommendations. · 

We shall classify infrastructure into; first: Terminals (i.e. access devices), second: 
Networks (i.e. networks that facilitate access), and third: Content (i.e. 
infrastructure to deliver and provide access to information content), hence the 
following classification: 

Elements of In.formation and Telecommunications Infrastructure: 

Terminals 
a. Radio sets 
b. Television sets 
c. Computers and Personal Digital Assistants 
d . Telephones 
e. Fax machines 
f. Mobile phones 

Networks 

a. Analog telephone network 
b. Radio spectrum inclucilng satellite and HF/ UHF 
c. Internet and data n~tworks 

Content 
a. Radio stations 
b. Television stations 
c. Newspaper and magazine publishers 
d. Book publishers 
e. Ir~q' s portion of world wide web 

5 
ma sn-,, 



Draft 12/2/2002 

Facts About Iraq2 
The following are fa.cts about Iraq for reference: 

General Information 

I Total Land Area: I 437 ,370 ku\2 
-

I Land boundaries: 1 3,631 bn 

I Coastline: I sskm 

I Capital: I Baghdad, populatio~: 4~,~ (estimated 2002) 

Other large cities Mosul: 664,221; 
lrbil: 485,968; 
I<arkuk: 418,624; 
Basra: 406,296 

. l<arbala: 400,000 estimated 
Najaf: 400,000 estimated 

- -- --- ·-· - ..... 

Location and Geography 
Iraq is in Asia at the north~ast of the Arabian Peninsula. It has borders with 
Turkey in the north, Iran in the east, Kuwait in the south, Saudi Arabia and 
Jordan in the south-west, and Syria in the north-west. The Arabian Gulf lies in 
the south of the country. The terrain is made up mostly ofbroad plains and 
reedy marshes in the south-eastern parts of the country. About one fifth o~ the 
land is arable and there are a few permanent crops. The climate is mostly desert 
with mild to cool winters and dry, hot, cloudless sununers. The northerrunost 
regions along the mountainous Iranian and Turkish borders experience cold 
winters with heavy snow. 

Demography 

1999 I 20023 (estimated) J 
I Population: 1122. 99 million \! 24.00 million I 
I Crude Birth Rate: 1132/1000 11 34.2/1000 I I Crude Death Rate: 1 10/ 1000 , 6.02/10004 I 

Infant Morality Rate: I 101/ 1000 57.6/1000 

i 
2 The entire section (except where indicated otherwise) is based on information posted on the 
web site for the Statistical, F.conomic and Social Resource and Training Cenrer for Islamic 
Countries: www.i;esrtdc.org 
3 www.into.please.com 
•Source: CIA web page on Iraq: www.tja.gov I cia/publications/a£tbook 
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Life Expectancy: Male: 58 years, 
Female: (j() years 

I Urban Population: ll 76.0 percent I 
[_Adult Literacy: 1158.00 pett:ent (1998) 160.()(_I pezcent (1991) 

I 

Economy 
Iraq has remarkable resources of oil, natural gas, phosphates and sulfur with an 
economy heavily dependent on exports of crude oil and petrochemicals. It has 
the second largest oil reserves and had become the second largest exporter of 
hydrocarbons in the world prior to the Gulf War. Manufacturing plays a 
relatively smaller role in the economy. All large-scale industry is currently 
publicly owned and includes iron, steel, cement, pharmaceutical, and fertilizer 
productions. Small private industrial companies are engaged in food processing 
and textiles. Iraq has a skilled work force. Most of the fertile irrigated land is 
available for agricultural purposes and 30 percent of the work force is employed 
in agriculture. 

-· .... --
JI II 

------·-·--1 
1991 20025 

GDP at Cunent 64,116 million USS (1991) I ~7 billion USS 

I Market Prices: 

Per Capita Gt)P: 3,483 USS (1991) lzsoouss 
I 

Share of Sectors in 6.0'l Agriculture, 13.0'l 
GDP: lnduatry, 81.0'9 Services, (1998) 

I Total Exports: j s,738 million US$ (1999) \ 21.8 billion USS (2000 est.) I 
Total Imports: 1,513 million USS (1999) 13.8 billion USS (2000 est) 

5 SoW'Ce: CIA web page on Iraq: www.cia.m / cia/ publications/ actb9ok 
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Definitions: Gross domestic product (GDP): The value of all goods and services produced domestic.ally. 
Purchasing power parity (PPP): The PPP method Involves the use of standardized International dollar price 

weights, which are applied to the GDP produced In a given economy. The datll dertved from the 1998 
method provide a better comparison of economic well·belng between countries than conversions at offlclal 

currency exchange rates. n.a. • not available. 

source: U.S. Census Bureau, Jntematlornil Database and The Worl<J Factbook, 2001 . 

•http: 11 www.infoplea§e.com lipa/AQ874911.html 
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Current State of Information and Telecommunication 
Infrastructure in Iraq 

12/2/2002 

We will describe the state of the infrastructure based on the classification 
presented in the section 1. We shall also draw references from comparable 
nations in the region. The information presented in this section come from data 
obtained from United Natio~ and US government web.sites that are generally 
available statistics. Some of this information is outdated, since the infrastructure 
has been under a continuous state of deterioration. Furthermore, the liberation of 
Iraq may result into additional damage to the infrastructure. 

This group certainly hopes that the rules of engagement given to the lfberation forces 
would include sparing infrastructure from any unnecessary additional destruction. 

Recommendation: 
NThe transition government should create a taskforce to gather accurate 
information on the state of the infrastructure and complete it within the first 
90 days." 

According to the UN Oil for Food program report (May 2002)7: "The present 
state of telecommunication system throughout Iraq is extremely poor. Apart 
from the wider social considerations, there are negative consequences for the 
efficient procurement and distribution of humanitarian supplies." Furthermore, 
"In the health sector, poor communications between warehouses and hospitals 
have contributed to delays in the collection of supplies by health facilities. The 
absence of adequate data links has also hindered the timely passing on of 
accurate information on requirements. " 

The report continues: "At present, the transfer of computer files (data transfer) is 
almost impossible via the public telephone network and affects directly UN 
observation activities and reporting. The mission, further, concluded that the 
rehabilitation and modernization of the telecommunication network is a huge 
development project. It would require an investment of US$ 1 billion or more 
and its implementation could take between 7 and 10 years." 

7 http://www.vn.org/ Depts/oip/dp/dpll/exegummary.pdf 
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Information and Telecommunication Infrastructure: Terminals 
The following tableS summarizes the number of terminal units per 100 for each 
respective year. 

as 96 87 88 89 90 91 92 93 9' 95 96 '¥1 98 -
Radio Z2' 
lV 5.7 6.1 - 6.8 6.8 6.9 7.2 7.3 7.5 7.5 8.0 8.2 8.3 8.3 -
Telephone 5.6 - u •.o 3.9 3.7 3.6 3.5 3.4 3.• 3.3 3.3 3.2 3.1 -
Computer 
MobUephone 
Fax machines 

Note: Today, the world average number of phone sets per 100personsis10. 

Information and Telecommunication Infrastructure: Networks 

02 

The distribution and communication infrastructure suffered severe destruction 
during the Gulf war and the embargo during the past ten years. 

The following data is based on information published on the CIA web site on 
Iraq. 

Telephones · main llne1 In UH: 675,000 (1997) 

Telephon• • moblle cellular. NA; service available in northern Iraq (2001} 

Telephone system: domestic: coaxial cables and microwave radio relay 
links 
internalional: satellite earth stations -
2 Intelsat {l Atlantic Ocean and 1 Indian Ocean), 
1 lntersputnik (Atlantic Ocean region), and 
1 Arabsat (inoperative}; plus 
coaxial cable and microwave radio relay to Jordan, 
Kuwait, Syria, and Turkey;° 
Kuwait line is probably nonoperational 

Radio Spectrum Highly regulated 

satellite earth stations 2 lntelsat (1 Atlantic Ocean and I Indian Ocean}, 
1 lntersputnilc (Atlantic Ocean region), and 
1 Arabsat (inoperative) 

Internet 
Users 12,500 (2001) 
Backbone Unknown 

• Source: Statistical Economic and Social Research and Training Centu for Js!amjc Countries web 
site: www.mrtcic.org 
'Source: www-infoP1ease.com 
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The Internet in Iraq 
In most of Middle Eastern countries, governments control the communication 
and information media and freedom of press has never been guaranteed. In 
most of these countries the main role of the local media is transmitting official 
government statements. They are not allowed to criticize government actions. 

People realize that the local press cannot be relied upon in delivering 
information on important issues and hence they usually turn to foreign media. 
With the spread of the Internet in the region, people have access to media 
information of almost every foreign country. 

Internet connectivity in Iraq is very low; in fact it is one of the least connected 
regions in the world. There are a number of reasons for this among them the 
lack of the current government will to introduce Internet for fear of losing control 
over information, poor communication infrastructure and affordability of 
people. Despite this, there is limited Internet access in Iraq. 

In Iraq, the Ministry of Infonnation has Internet access along with a few other 
selected locations controlled and monitored by the ministry. Considering that 
even satellite dishes are prohibited in the country, it is not surprising that there is 
very little Internet access in Iraq. 

It is very difficult to find an accurate estimate for the number of users of the 
Internet in Iraq. In fact it is a near-impossible task given the problems involved. 
First, the Internet, as a network, is expanding all the time in most regions. 
Second, in many cases a single Internet account is used by multiple users. 

The number of Internet users worldwide was around 410 million as of 2001, 
which is 6.7 percent of world population. Of this, the Middle East accounts for a 
share of only 4.5 million users. The top three countries of the Middle F.ast in 
terms of Internet users are respectively, Turkey with around 1.5 million users, 
Israel with just over one million users, and United Arab Emirates with around 
500,000 users. 

11 
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Information and Telecommunication Infrastructure: Content 

Radio broadcast stations: 

Television broadcast stations: 

Newspapers (dally) 

Publtshera 

Internet Service Providers: 
Web sites 

AM 19 (5 are inactive), FM 51, shortwave 4 (1998) 

13 (1997) 

20 (1996) 

Unknown 

1 (2000) 
Limited to government institutions 

Iraq vs. Other Cou.ntrlet in Region 

New1papm, Radio, Televi1ion, Telephone1, and Computers by Countrytt 

rl,000 

~~pb<>Jie .'. cm~.r .,;· .. . 
eleviaion main ·phone Penonal 

lines, subscrib~rs, c:om:p\lten,• 
2000 2000 : . ~ 2000 . 

~.. ".. . .. .. ' 
·'•· 

'Radio 
eceiven 

Sources: except as noted, newspapers, radio, and television-United Nations fducatlonal, Sdentlnc, and 
Cultuntl Organization, Pllr1s, France, Statistical Yeartook (copynght); telephones, cellular phones, and 

personal computers-Jntemetlonal Telecommunications Union, Genevit. Swltzer1and, World 
Te/ecommunk:.ation lncllcatDrs (copyright). 

10 http;// www .iofopleue.com/ipa/ A0883396.btml 
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Geographic Disb'ibution of Telecommunications Infrastructure 

Govemorate Population 
NlDevall 2486466 
Tameem 869246 
Ba&bdad '408160 
Salab Al-Dia '6157"7 
Dlala 1254391 
Anbar 1254241 
Babyloa 1390695 
Kerbala 733121 
Najar 940966 
Qadlltya 9044!15 
Mutbau 549159 
Bur ah 1954698 
M1y11a 836639 
Thl-Qar 151'490 
Wult 927166 
Dabuk 80700!! 
Erbll 1316162 
Sulaymaalyab 1584683 

Total 26698420 

The following two maps outline the demographic distribution as well as the 
layout of existing teleconununication infrastructure relative to the demographic 
distribution. 
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Challenges and Target Focus 
The potential benefits of developing a sound technology strategy for Iraq are 
immense. Success in executing even a small "planned" steps have an immediate 
impact not only on productivity and profits for the Iraqi people, but also 
generate new jobs, employment and livelihoods. Although conditions and costs 
for entry can be controlled but obstacles still exist. This section will focus on 
some of the challeng:es and constraints. 

Build a quick Awareness & Focus 
There is currently a lack of awareness and knowledge in inside Iraq (Iraqi people 
and businesses) about the new technological age, ·the vast capabilities of the 
Internet.and even the ways and benefits of conducting business on the Internet 
(i.e. e-commerce) 

nus lack of awareness is spread among the goverrunent and private sector in 
particular. However, Iraqis who lived and worked in industrial countries such as 
Western Europe, USA, Australia, and even in the Gulf region have different 
awareness, experiences and knowledge. It is also important to note that a large 
number of Iraqis in exile have certain expertise in computer and technology that 
can be utilized to generate immediate results. 

Investigate Infrastructure and Access 
One of the major bottlenecks we will face in developing a computerized society 
after Saddam is the lack of telecommurucations and Internet connectivity and 
access to the necessary hardware and software. Indeed, the gap between Iraq 
(excluding Kurdistan) and the industrialized, some Asian and Arab Gulf nations 
in tenns of infrastructure and access is huge and growing. The reach and 
geographic coverage of telephone services, its available bandwidth and capacity, 
its associated cost, the current regime strict national policies governing the 
telecommunications usage and the number of computers in use are major 
determining factors to what extent Iraqi private sectors, its educational 
institutions, and the· people in general can take part in participating the current 
technology revolution in the immediate future. 

Our goal in the short term is to utilize the impending satellite revolution that 
may facilitate and provide a cos·t effective access and connectivity although it is 
not yet dear whether the pricing structure for these satellite links will be 
affordable to the Iraqi businesses and people unless a special "deal" is struck 
with ·Some of the US telecommunication providers as part of re-building Iraq and 
its society pr0gram. · 

16 
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Resolve the human capacity and skills 
11 The shortage of skilled people is one of tlie biggest problems developing countries face in 
joining the digital revolution,• said Bruce McConnell, president of McConnell 
lntenwtional LLC 

The new Iraqi technology initiative requires a different mix of capacities and 
skills, which is another major constraint in Iraq today. It should become one.of 
the priorities for the new Iraqi coalition government (after Saddam) to promote 
computer literacy and Internet-related skills among the workforce at large from 
the government sector, small businesses, schools and universities, and most 
educated Iraqis. 

The new Iraqi technology task force should present at the start a simple program 
to train and retain skilled professionals inside Iraq and encourage experienced 
professionals who Jive outside Iraq to actively contribute to this program. The 
Education conunittee task force combined with the technical task force should 
drive a new just-in-time skill based training programs. (fBD) 

Simplify legal and regulatory framework 
A new and proper telecommunication legal and regulatory framework must be 
established very quickly even if it is in rough draft. Existing laws and regulations 
may need to be reversed to encourage a quick jump-start for people and 
businesses. For example, India changed its telecommunication constrained 
operating environment by granting licenses to private Internet service providers. 

17 
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Case-study from. Iraqi Kurdistan (IK) 

Background 

12/2/2002 

Under the Oil-For-Food program, Iraq has allocated more than $2.5 billion for the 
telecommunication sector. Out of which only $873 million has arrived the 
country. The Security Council has approved contracts with value $1.7 million. 
Still contracts values $450 million are still on hold. Details of supplies and 
equipment to be procured under this program can be found in the armexes of the 
program distribution plans from phase 1 to 12 This is a fact that we need to 
consider when planning for the future. 

All activities by 986 programs in Iraqi Kurdistan are compatible with the national 
telecommunications network However the region has done a lot by itself using 
its own funding. 

Under 986-telecommunication program, some international companies are 
contracted to implement projects. For IK SIEMINF.S company (Germany) is 
contracted for implementation. And for the center and south, ALCA TEL 
company (French) is contracted for implementation. Both companies have 
representative office in Iraq and Kurdistan. 

Telecommunication in Kurdistan since 1991 
Since 1991, the telecommunication network was disconnected from the Iraqi 
national network. Which forced the local authorities in lK to find ways of making 
use of the structure, which already existed, and attempts were made to maintain 
and extend the old systems. 

Most telecommunication systems were installed in IK during the 1970s and 
1980s. It not possible and, often not economical to maintain or extend those old 
systems to accommodate the current needs in the region. I<RG decided to replace 
it with a new Digital system. 

Due to the Sanctions Regime, options were limited to those available in the 
Turkish and Iranian markets. Local Telecommunications Ministry and 
Departmellts worked on replacing the old Analog exchanges in Dohuk, Erbil and 
Suliemaniyah with new Digital type. More than 100,000 lines made available for 
the public. Telephone density in IK is 2.8 telephones per 100 inhabitants. Whlch 
means 28% of the population has telephone lines. There are more than 500,000 
families live in Iraqi "Kurdistan today. The goal of the local telecommunication 
authorities is to make available 500,000 lines, for every fami,ly to have a 
telephone line. The above-mentioned extension was funded by the Kurdistan 
regional government. However, more work is being planned under 986 program 
(details below). 
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Currently new fixed home phone line could be installed upon request. A Base 
installation fee of 5,000 old Iraqi dinar ($400) is charged, with monthly fee based 
on use. (Rate????? ID per minute) 

International calls, can not be made directly from home lines, but can be made 
using private communication centers using V-SA T systems with a fee of 30cents 
a minute. 

Mobile phones were introduced to the market by private companies using the V­
SA t system. A cellular phone with a line can be purchased for $400. Charges 
later based on usage, 30 cents per minute. There are more than 20,000 cell phone 
holder in IK You can make and receive international calls with those phones. 

International calls can be received by dialing the following number: 
For Erbil: 0044 7028601000 (followed by the home phone number) 
For Duhok: 0044 7028601000 062 (followed by the home phone number) 

Summary of telecommunication investment plan from Oil·For-Food program 

Funding 986 Project description Dohuk Erbll Sul.lem. 
sources phases ($M) ($M) ($Ml 

Allocated and 5,6, 7 Replacement of switching centers in 3.10 5.20 5.30 
contracts are the three main cities 
underway Microwave links connecting the three 3.30 3.70 4.60 

main cities 
Allocated but 8,9, 10 Outside Plant Network 13.50 19.00 21.50 
not yet Exoansion of outside olant 2.15 2.60 3.25 
implemented GSM Mobile Network 2.10 10.40 11.50 

District Network 3.50 5.00 8.50 
Allocated but 11, 12 District telecommunication, 4.20 5.70 7.60 
not yet group II and Ill 
implemented Outside plant network for districts, 4.70 6.50 8.50 

group II and Ill 
TOT AL Funds available from 986 program 40.15 58.10 70.75 
Addltlon·a1 Funds nlteded to meet all the rest of needs 25.00 35.00 40.00 

Internet AccelS in Iraqi-Kurdistan 
In Kurdistan Region there is Internet connectivity, thanks to pro-Internet people 
within governments, business, academic and research communities, who 
un~erstood the advantages of Internet connectivity for their public. This is 
despite the fact that the state of telecommunication infrastructure has been very 
poor in the region, although i~ is being rehabilitated slowly.-Most I<RG ministries 
in Erbil and most of the colleges of Salahaddin and Ouhok universities have 
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Internet access; students and staff use the service to obtain latest information on 
scientific developments in their disciplines. Plans are underway to further 
expand Internet connectivity into all university colleges and technical institutes. 
There are probably around 10,000 Internet users in Kurdistan Region. 
To learn more about the system being used in Iraqi Kurdistan region look into 
the following link: www.web-sat.com . WEB.SAT is a low cost-high speed- two 
ways Internet via satellite 

I I ' ' ..., 

. .. . • • 
. . 

., 

The above pictures show the Transmit card, 84cm Dish with electronics and. a 
· typical receive card. Both cards are fitted into your PC or Server 

The Web-Sat service is independent of telephone lines or any local ISP 
connection. It is a low-cost, high-tech solution to Internet access in areas where 
local telecommunications are not up to today's hlgh-speed requirements. The 
system comprises of two interface cards (2 PO cards which fit in your 
PC/Server) with an 84cm Receive/Transmit dish and installation software CD. 
Most KRG Ministries, universities, Internet cafes are using the WEB-SAT system .. 

Other private and business usage via telephone dial-up is also available through 
KURDISTAN-NET ISP. The company offers unlimited or by-the-hour Internet 
access. (See this link: http://www.kurdistan-net.com). · 

• Registration fee: $50 or its equivalent in local currency to be paid once. 
• ·Monthly subscription fees: 

1. Unlimited subscription: $50 or its equivalent in local currency 
2. Limited subscription by hours: is according to 

15 hours a month 125 dinar 
30 hours a month 250 dinar 
45 hours a month 375 dinar+ 2 free hours 
60 hours a month 500 dinar+ 5 free hours 

I 
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Other Media in Iraqi-Kurdistan 
After 1991 upraising, and the establishment of the Kurdistan Regional 
Government on 1992, the Iraqi Kurdistan National Assembly issued many laws 
and drafted new legislations allowing parties and associations to be fonned, 
allowing free press and publication of newspapers and magazines, and 
permitting radio and 1V broadcasting. There is no political sensorship in Iraqi 
Kurdistan. 

More than 15 lV stations were established in the three Kurdish governorates, in 
addition to more than 20 radio stations, which broadcast at SW and FM. Today in 
11<, there are more than 167 daily, weekly, bi-weekly and monthly newspapers 
and magazines being published. On 1999 Kurdistan satellite channel start 
broadcasting from Erbil, and ~ter KURDSAT Satellite channel broadcasted from 
Suliemaniyah. 

There are more than 35 different political parties that are active in 11<. They 
follow different ideologies (nationalistic, democratic, conservative, communist, 
and Islamic) and follow different national affiliation (Kurdish, turkman, 
Caledonian, Assyrian). 

The number of media channels available in lK today reflects the ethnic, religious 
diversity that exist in IK today. However, most those channels are either 
mouthpieces of political parties or are sponsored b y political parties. And 
normally have their own political agendas. 

In addition to the political parties' media channels, the Regional Government has 
its own radio, TV and publications. Moreover, different government ministries, 
unions, and the different cultural associations publish different publications. 

Because of the political instability prevailing on IK, free, private and independent 
media movement could not materialize. Even the existing civil society 
institutions that function in the region, are still maturing and have affiliations to 
some political parties, or are shadows to government institutions. 

So we can say that there are free media opportunities, but the media itself did not 
develop to be free a.nd independent. Lack of private interest on the media sector 
is also one reason it could not be free in a western sense and to become a 
profitable sector. 

Overall, there is clear cultural movement advancement in Kurdistan, and relative 
free expression. Criticism and reveling facts and corruption are being 
experienced. It could advance more but the owner of those establishments 
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decline from doing it fearing upsetting the political power. They don't do it 
because it is against the law. It is their decision not to practice free and 
independent thinking. No one will stop them or hurt them if they did it. 

There are only two widely read daily newspapers in II<, Birayeti in Erbil and 
Kurdistane Newi in Suliemaniyah. Lately, Birayeti tried to fill the gap of the 
absence of private free newspaper, by allowing the public to address their 
complains against the government institutions and practices. It also made pages 
available for free discussions and exchanges of views. Many other publications 
and media channels are following this path also. 

This process was accepted in the society and had a positive influence in 
preparing all relevant parties (the media people, the readers, and the people in 
positions of power) for the rules and principles of democratic society and the role 
tha~ the media plays in the democratic process. 

Prospects for the Future 
We can consider the Kurdish experience, as a successful example to be 
contemplated for the period after Saddam. oUring more than 10 years, all sectors 
and affiliations were given the chance and opportunity to express themselves. 
However the special circumstances which IK live under has delayed the process 
of establishment of private media foundations or associations (media channels 
that does not fall under the influence of political parties). -

Action Plan for First 180 Days 
The replacemrnt of damaged or obsolete equipment and introduction of some new 
equipment that will improve communications in areas of activities of the humanitarian 
program in majar metropolitan areas is of utmost pricrity. This will directly have 

·positive impact on the improvement of the procurement and distn"bution system of 
humanitarian supplies. 

We propose adopting the recommendations of the UN Oil for Food program 
report for the urgent restoration of the communications infrastructure to enable 
basic services for the distribution of food and drinking water, for the support of 
medicnl :iervices, for sup.porting sanitation services and for the facilitation of 
basic governance. 

Short-term Goals for the Telecommunication Sector 
a. Providing the necessary spare parts and other hardware needed to repair 

and maintain certain existing telecommunication systems. 
b. Replacement of damaged equipment in order to restore services to the 

areas that have severely limited telecommunication services. 
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c. A mobile and wireless telephone systems to fulfill the urgent needs of the 
health and other humanitarian services, and to act as a stop gap measure 
in some areas that have a very poor and severely damaged paper 
insulated copper subscriber networks or no networks at all. 

Recommendations for Action: 

First, replacement of the analog Baghdad Junction Network (BJN) with digital 
network. The BJN is an inter-exchange transmission link (both cable & 
microwave) which was seriously damaged during the war. This damage resul~ed 
in the reduction of 68% of operational channels between exchanges, making 
those remaining connections insufficient to maintain the minimum proper 
perfonnance. BJN connects the 22 switching centers in Baghdad through old 
transmission sy·stems. These systems are the main causes of bad quality servic,es 
in Baghdad. By replacing all analogue transmission lines by digital ones, one 
would guarantee an immedi~te improvement in the quality of services for all 
sectors benefiting from telecommunications. This, would not be particularly 
expensive and woulld be in the range of $15 million. It is estimated that the 
replacement of the transmission lines could be made operational within six to 
eight months. 

Second, replacement of the international communication facilities (Earth station, 
international exchange and the analogue microwave link between them). Due to 
unreliable international c<;>n\munications, Iraq will continue to experience 
difficulties in establishing and maintaining external contacts with potential 
producers and suppliers of humanitarian goods. 

Third, replacement of four old crossbar exchanges (Karbala, Diwaniya, Nasiriyah 
and Basrah) and of the obsolete analogue microwave link between Baghdad and 
Basrah with a digital link and extend it to the port of Um Qasr, the entry point of 
the main portion of humanitarian commodities. This microwave link will pass 
seven governorates whose total population ls more than (7) million and 
considered as the most populated region in Iraq. Reliable and easy 
communications between Baghdad and the concerned governorates and Um 
Qasr is extremely important for efficient coordination and management in the 
process of the supply and distribution of food and medicine. 

Fourth, replacement of three exc:hnnges in Baghdad that were completely 
damaged during the war. One of these exchanges, Bab Al Muadham, is a key 
exchange for the implementation of the necessary humanitarian programs 
because it is an exchange through which the Ministry of Health communicate 
with the rest of the country. MedicaJ items are distributed from the main 
warehouses in Baghdad to warehouses in the govemorates, and thereafter 
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supplied to the 132 Hospitals, 1500 primary Health Care Centers, 52 Private 
Hospitals and all the pharmacies. 

Fifth, Introduction of small mobile telecommunication network for (25(0)) 
subscribers in Baghdad, and a (2000) subscribers network in the center each of 
the government in Iraq. The aim for such networks is to provide quick and 
reliable telecommunication services throughout the city of Baghdad, large cities 
and nearby areas along the main roads. Such project will largely bypass the 
saturation enco¥Jltered in most exchanges and the lack or very poor network 
conditions in many areas of Baghdad and other cities. The project will solve the 
communication problem faced by every essential and important location related 
to hwnanitarian distribution Services in Iraq. 

Sixth, Introduction of data network to allow connection of computers in all 
warehouses and Ministries and other parties involved in the humanitarian 
distribution programs. Then expanding these networks in the future to connect 
all government and service sectors. 

Seventh, Introduction of five sets of 25 mobiles UHF units with a capability to 
relay communication to a central unit either by satellite or HF. These unites can 
be used by security personal to accompany officials in traveling to remote areas 
of the country. 

Etghth, As a strategic project for the next five years transform the networks in 
five above to be cellular network technology that covers the main cities and 
highways 

Ninth, Encourage the private sector to be involved in providing some of the 
communication services in the country such as ISPs and mobile telephony. 

Tenth: Utilize the " latest stat of the art military network" built by the Saddam 
regime to be used for commercial business - such as the Internet expansion 
phase 

Eleventh: Develop a standard and simple " government bid proposal" to 
encourage small businesses and entrepreneurs to import required hardware end 
software from the US local computer and telecommunication companies 

Twelfth: Study and analyze carefully some the " development" nations 
experiences in modernizing and computerizing their societies such as Jordan, 
UAE, Qatar, Kuwait, and other to benefit from th~ir experiences, cost allocation, 
time and resources required, management risks and preparations. For example in 
UAE today there is a very advanced Internet networks and applications built in 
the past 3 years under the development of "Dubai Internet City OTC". Also seek 
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advise from experts from Asian nations such as the Gulf region, Iran, India, 
Pakistan, Singapore, Japan, and Malaysia 

TIJirteenth: Allocate a small percentage from the annual Iraqi budget (only for 
the first 2 years) to develop this project as part of Iraq Telecommunication Act 

Fourteenth: Identify ''a quick hit" projects that bring fast benefits and shows 
tangible results; such as the utilization of the wireless and advance 
telecommunication infrastructure (voice and data) already in place with a large 
access capacity in Kuwait, Iran and UAE 

Fifteenth: Design and implement a high-speed JP-based infrastructure voice and 
data telecommunication network to cover initially 80% of Iraqi population. 'This 
backbone can be: 

1. A pPtical network that may includes several smaller backbone regional 
networks, tied into several Network Operation Centered (NOC) managed 
by experts from the regions 

2. A hybrid infrastructure of wirelan and wireless (satellite) b~sed for voice 
and data 

3. A full wireless satellite IP- based infrastructure to start with and gradually 
migrate to a wirelan optical based IP-networks as the infrastructure is 
built region by region. 

Freedom of Information Act 
A5 we all know, there are no genuine Ovil Society Institutions (CSI) in Iraq. 
Those who existed have been overtaken by the regime. Even today in II<, CSI 
affiliated with the political parties are the strongest and most influential. We 
can't ignore this fact, at the transitional period when we put a new plan for the 
media. We should consider this fact and prepare for reducing the influence of the 
political parties on the media and encourage private and independent 
establislunents to lead the media sector. 

Encourage the transformation of party's media establishment into private ones, 
and calling upon the political parties to fund and promote such changes. Political 
parties can keep some form of bulletin publication and privatize all the radio/ TV 
stations and newspapers. So we can use the same skilled people who worked on 
those establishments. 

We should be careful when we try to fund establishing free and independent 
media Without prior analysis. A5 we mentioned earlier, most skills in the media 
sector are now concentrated and available only on the current party's' 
establishment. We should try to attract staffs from the establishment that exist 
now instead of funding new comers or new people with no or less experience. 
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Regulating The Airwaves 
Drafting new administrative laws and regulations for the operation of TV 
stations, provided that there would be no restriction imposed on free expression 
and independent thinking. Those regulation should focus on the technical aspect 
like the use of transmission waves, how far will the broadcast reach, the 
percentage of locally produced materials (what percentage of external 
broadca5ting is integrated to the local broadcasting), honesty and objectivity 
when dealing with the political issues, preventing using the media for political 
purposes or to promote fundamental and restrictive thinking, or to promote 
hatred or terror. 

Conducting professional training for leading staff at the media establishment. 
and supporting with equipment and programs. This entire capacity building · 
program should be conducted with clear vision on moving toward free and 
private media. 

Encourage local initiatives on translating and spreading democratic thinking, as 
there is a need to increase the sources and documentation of such thoughts in 
local languages. 

Let's make our goals and objectives clear: 

a. There should 'not be any radionv stations and publications that belong to the 
government or political parties or non-civil organization. 

b. Issuing laws and establishing the process that will Insure transparency and 
accountability in the WOf'k of government. 

c. THE CITIZENS HAVE THE RIGHT TO KNOW 

Enforcement of Regulation 
With freedoms comes responsibility. To prevent the deterioration of the media 
outlets into forums to initiate personal attacks on political opponents, strict 
enforcement of slander laws needs to be in place. An independent com.mission, 
representing a coalition of political parties should oversee the enforcement of 
such regulation enforcement. 

Action Plan for the Next Five Years 
Iraq is a vibrant country with a people that is industrious and entrepreneurial. A 
key strategy to accelerate the introduction of change and prpgress to this vital 
sector is to enable the private sector to contribute as much as possible through 
the institution of free market economy. Nonetheless, it is important to recognize 
that the bulk of telecommunication infrastructure will require a public-works 
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commitment from the government. A large part though can be left to the private 
sector. 

Guidelines for Goal Setting 
A good rule of thumb that is valid in most parts of the world is to establish 
information and telecommunication service level& that is proportional to the 
country's per capita GDP. It is important to get Iraq to match oth~ countries in 
the region and the world that have similar per capita GDP in all areas of 
infonnation and telecommunication services. The following table sets a partial 
set of goals based on this guideline. 
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j . : · .· :,;soo.~:"~ ][ ',••(2D()··· J 

I ,' . • I I ... ~ 

-~--

Network Infrastructure Recommendations 
The following map identifies areas where new digital infrastructure is needed to 
cover major population areas and extend basic telephone services beyond the 
capitol Baghdad. 
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Conclusions 
The installation of telecommunication projects requires high level of expertise. 
Before 1991, the local staff of ITPC used to carry out all the installation of 
telecomm equipment with minor supervision from the suppliers. The same staff 
was able to put the majority of the remaining systems immediately after the war 
into operation. We recommend the use of local resources for the installation and 
commissioning of the projects, to minimize expenditures. 

It goes without saying that the new equipment to be purchased is of new 
technical generation. This will require training in the manufacturer premises. 

$126 million will be required to meet the necessary urgent needs and 
requirements. Out of this total $18.7 million should be allocated for the three 
northern govemora tes. 
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Any new war or military confrontation in Iraq could cause 
further damage to the Iraqi infrastructure and existing weak 
economy. Furthennore, this would exasperate the high 
unemployment rates already existing in Iraq. The post Saddam 
government has to inunediately consider economic initiatives to 
create new jobs through labor intensive projects to serve as an 
economic stimulus and address the low employment rate. This 
will be extremely important in that many of the unemployed 
want to experience an immediate improved difference in their 
financial status shortly after the collapse of Saddam's regime. 
Many of the currently unemployed are completely dependent on 
the food rations granted to them on a monthly basis by the 
government. Besides these food rations, every Iraqi seeks new 
job opportunities that wilJ enable them to provide their 
households' with incomes and provide more food, better 
clothing, and improved health care for their families. 

It is rather unfortunate that no accurate statistics are available 
about the labor force in Iraq or the unemployment rate amongst 
Iraqi men and women who are able to work. The United Nations 
Development Program's latest estimates claim that "at least 50% 
of the able-bodied labor force in Iraq is unemployed or 
underemployed."1 The Iraqi Ministry of Labor and Social 
Affairs estimates the unemployment rate to be approximately 
between 30-40%. In addition to this, the number of the disabled 
in Iraq increased substantiaJJy after the two wars that Iraq has 
been through during the last twenty years. The UNDP estimates 

1He!oin& them Help themselves. UNDP Program Story, www.iq.undp.org/Programme/undp­
programmePro%20 I Stor.y.hlm 
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that the number of handicapped and disabled ranges from 
between one to two million, while unofficial estimates show that 
figure to be substantially higher. The present government 
contributes the low employment rate on the current sanctions 
imposed on Iraq in the aftennath of the Gulf War. Other factors 
contributing to Iraq's weak economy and high unemployment 
rate include: 

1- Most of the privately owned manufacturing facilities are 
closed due to lack of raw material and spare parts. It is 
estimated that eighty percent of private businesses closed 
down following the Gulf War.2 

2- Large government industries that employed thousand of 
people have been damaged during the Iranian and Gulf Wars. 
Examples include: the petrol chemical complex, the 
phosphates and fertilizer industry, the sulfur industry, 
mechanical, electrical and some of the construction industry. 

3- The drastic reduction in government spending on services to 
the public. 

4- Government spending on construction has been reduced to a 
minimum and the only exemption is Saddam's personal 
projects and some repair work to roads and bridges. 

The issue of finding jobs for the disabled people was addressed 
by the UNDP and the Ministry of Labor and Social Affairs in 
Iraq, and in cooperation with the International Labor 
Organization. This was accomplished by establishing a 
community based rehabilitation program funded by the United 
Nations. This project offered the disabled the technical advice 
and the training to enable them to start their own private 
businesses such as tailoring, shoe repair, food processing, and 
offering computer services. These businesses were funded 

2 Statistics provided by UNDP 
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through interest free loans averaging $300-$600. Though this 
program was rather limited, it is considered a great success. This 
program's work could be used as a foundation or model by any 
post Saddam administration in order to create immediate jobs 
for the disabled and the unemployed in general. 

Job Opportunities within Iraq 

Due to the wars and lack of infrastructure investment, there are 
many labor intensive projects that may be undertaken in order to 
greatly improve upon and make Iraq a modern day twenty first 
century country. 

River Cleaning 

A major priority from an environmental and safety perspective 
is the cleaning and clearing of the Iraqi rivers. The rivers have 
become extremely polluted and pose a great health risk to the 
Iraqi people. This pollution is due to the lack of a functioning 
sewage system. The sewage systems were crippled and shut 
down during the Gulf War. They were never repaired due to a 
lack of materials. Therefore, raw sewage was simple let out into 
the Iraqi rivers .. The c1earing of the rivers will involve various 
tasks. Besides clearing physical objects that are obstructing the 
rivers, an effective sewage system must be established. This can 
be done by repairing the sewage facilities that have been shut 
down or have been running at minimal usage over the past 
years, and by also building new facilities so that there are 
sewage treatment facilities available throughout the country. 
The clearing of the rivers will provide greater opportunities in 
Iraq. Cleaner major rivers will gre~tly increase the rivers' 
palatable water, which is badly needed in aU Iraqi cities. 
Furthermore, clean unobstructed rivers will increase capacity to 
transport goods up and down the rivers and increase business, 
particularly between Baghdad and Basra. In addition, clearing 
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the small rivers will help bring irngation to the valuable 
agricultural grounds throughout the country. 

Construction 

There will be tremendous amount of construction work needed 
in the post-Saddam era. This work will provide an abundance of 
work in Iraq immediately following the regime change. It will 
provide a great opportunity for men and women to begin earning 
a decent living and providing for their families. This will be 
essential in illustrating to Iraqis a fundamental shift immediately 
following the regime change which will strengthen support for 
any new government. If the Gulf War provided any indication as 
to the magnitude of damage that will be caused in Iraq during an 
attack to remove Saddam, then immediate work will be needed 
on a majority of the roads and bridges. Many roads and bridges 
will be destroyed during allied bombiing and will need to be 
repaired or replaced in order to get the Iraq's infrastructure in 
place. In addition to repairing the roads and bridges, the 
railways will need to be repaired in order to aid transportation 
throughout the country. The railways need new parts and the 
soil needs to be stabilized in numerous locations in order to have 
an efficient rail system. Low-income housing will also need to 
be constructed throughout the country. There will be a large 
influx of refugees returning to Iraq and there will have to. be 
affordable housing for them. Also, many people had housing 
confiscated during Saddam's regime. They will be looking to 
the new government to either return their homes to them or 
provide them with alternate housing. 

Hosoitals and Schools 

"Iraqis, like us (Americans], do not want to live on welfare. 
They are a country rich in Intellectual resources, yet many must 
find employment driving taxis"3 

J f as;jng the Traecdv in !rag. Campaign of Conscience, 
http://www.afsc.orglconscicnce/ncws/sevems.htm 
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Many of these resources can be put to great use in Iraq's 
hospitals and schools. However, the hospitals and schools have 
been neglected over the past years. Many schools are in a horrid 
state with shattered windows and stolen doors. They must be 
repaired and modernized before they can begin running on a full 
scale basis. Modernizing the schools, such as computer labs, 
will provide Iraq's youth the new opportunities and show them a 
change in the country's direction. School repairs will provide 
many job opportunities in that every aspect of the schools need 
to be renovated. The work will utilize bricklayers, painters, 
carpenters, electricians, plumbers, landscapers, etc. Hospital 
modernization and restructuring will also affort new 
employment opportunities to Iraqi's. Firstly, it will provide 
jobs during the reconstruction of hospitals and then employ new 
doctors and hospital staff to run these now functional medical 
facilities. These initiatives will result in generating new 
employment opportunities andthe average Iraqi will benefit 
from an improved healthcare system, something that was greatly 
lacking under Saddam's rule. 

Electricity and Water Treatment 

Excluding Baghdad and a few other major cities, electricity has 
been a major problem. The typical household barely receives ten 
hours of electricity a day outside of the major cities. The whole 
electrical grid will need to be redone or replaced, as it is already 
in poor condition and will probably suffer more damage during 
an attack on Iraq. Effective water treatment is also needed 
everywhere throughout Iraq. People still boil water in many 
places and in some locations there is not running water. In major 
cities such as Basra, the port city in Southern Iraq, the water 
treatment facilities have been ruined and bombarded several 
times over past ten years. 4 This left the raw sewage running 
throughout the streets, and treated water became such an 
expensive commodity that most families cannot afford with their 
meager salaries. 

4Campaign of Conscience 
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General Appliances Manufacturing 

Saddam poured billions of dollars into the production of military 
equipment. This involved the construction of numerous facilities 
to build the equipment. A cost efficient way to manufacture 
general appliances for the Iraqi public and create many jobs 
would be to convert a number of these pre-existing facilities into 
manufacturing plants for the appliances, such as refrigerators, 
microwaves, dishwashers, washers, dryers, etc. This will boost 
Iraq's economy and employ many people. It will also provide 
appliances that are affordable for a majority of the public. 

Opportunities for Women 

Iraq has historically had one of the highest female literacy and 
high school graduation rates in the Middle East. There is a large 
base of highly skilled and educated female labor force that can 
be crucial to Iraq's restructuring efforts. Today, most female 
College and High School Graduates are employed by the 
government and to a certain extent the private businesses. Any 
new government should seriously consider creating programs 
promoting financing and grants for women owned businesses to 
promote the entrepreneurial expansion of this sector. 

a Professional business expansion in fields such as 
Medicine, Law, Engineering, and Computer Science. 

c Service Industry: Private Education, childcare, Catering, 
Travel, and Consulting. 

In addition, to create a fundamental shift of the position of 
women from the Saddam regime to a democratic post-Saddam 
regime, new, high position opportunities must be created for 
women within the new government. This will serve as both a 
utilization of a highly skilled sector of the population that has 
been both ignored and under utilized and well as role model for 
new role of women in the future Iraq. 
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. Infrastructure proiects 

The need for investment for the infrastructure projects on order 
to provide new work opportunities is apparent. Therefore, 
Labor-intensive criterion should be considered in identifying 
these projects at least for the first two years. 

Family Farmine. 

The new government must immediately encourage the 
development of family farming and a diversified agricultural 
sector. By encouraging people to emigrate from the cities back 
to the countryside, through long term, low interest loans and 
proper training on the introduction of modem agricultural 
technology. This will definitely increase Iraq food production 
and make it less dependent on food import that will require 
scarce hard currency. The emigration from the cities to the 
fann land will reduce the severity of the housing problems and 
congested services a phenomenon shard by all major Iraqi cities. 

Credit Guarantee For Entrepreneurs 

Create a credit guarantee fund or agency to guarantee about 75% 
of new loans banks make to expand their markets dramatica11y 
by financing new ventures of previously discouraged 
entrepreneurs and talented minorities excluded from the 
economic mainstream under the guidance of mentortechnicians 
with financial incentives to motivate and guide them in 
preparing workable business plans and adopting optimal 
technologies and business practices. 

New Services 
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The emergence of new type of services into the Iraqi 
communities such as internet service providers, content 
providers for software or programming in local languages, 
Educational services-distance learning and others. 

The abilities to introduce new product in the new free open Iraqi 
market will expand the demand for goods and services and those 
generate new employment opportunities to many people and 
businesses. 

Foreif!ll Workers 

The government must act urgently to impose restrictions on 
foreign workers. This would create new job opportunities for 
Iraqis as well as to reduce the demand (consumption of 
foodstuffs and other goods and services) pressure. 

In order to implement the above-mentioned tasks, new 
government departments must be established with the help of 
Iraqi experts now residing outside Iraq. This would be in 
addition to the local expertise available. To finance these 
projects the new Iraqi administration should be assisted in 
getting immediate loans from the International Monetary Fund, 
and other institutions and friendly governments. 
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Analysis of Employment situation in Iraqi Kurdistan 

In the absence of comprehensive estimates of employment, a survey in Erbn Govemorate found 
that the Government departments, agricultural and transportation sectors continue to provide most 
of the employment in the north. Total employment in the entire economy of the Govemorate 
showed 240,013 persons in 1999 and 259,985 in 2000, representing 89.64 percent and 92.38 
percent of the labor force, respectively. The unemployment rate was estimated to be 10.36 
percent in 1999 and 7.62 percent in 2000. Such figures are being distorted by the fact that a large 
number of employees woli1c with ffiOfe than one employer. Furthermore, a slzable number of others 
have been attracted by the U.N. agencies at more than going marl<et wage rate. Besides, a great 
number of people have left the country. This situation has created an 'apparently" tight labor 
market. 

T1ble 1 
EMPLOYMENT IN ERBll FOR THE YEARS 1M-2000 

Numbtr Effectlvllv Emplo •Id In Etbll for 1999 ind 2000 
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The four major sectors that employ most of the labor force are the following: Government, by far 
the largest with 73,563 and 77,858 persons employed in 1999 and 2000 representing about 30 
percent. This sector is followed by Agriculture with total employment in this sector 54,370 and 
57,373 persons employed- representing 22 percent of total labor force employed. Then followed 
by the transport sector, with 51,161 and 61,847 persons employed in 1999 and 2000 representing 
21 percent and 23.8 percent of total number of persons employed in the economy. This is 
reflected in the disproportional number of taxis and buses operating in major cities and towns. 

This has a negative implication and represents a false image of the real employment figures and 
has thus distorted unemployment, in addition to creating excessive demand on petrol. The 
Services sector constituted 18.5 and 17.6 percent of employment with 44,487 and 45,791 
employees in 1999 and 2000. Looking into the figures in the Industrial sector, they are pathetic 
with about just 5 percent of total employment; 13, 178 and 13,561 persons for 1999 and 2000, 
respectively. 

Wages paid to the local UN staff have exerted an upward pressure on wages in the rest of the 
economy. This is the case in the three main cities more than the rural areas. UN staff wages, 
where the minimum wage for the lowest category of workers is almost four to five times higher than 
that of the local authorities per month, have contributed to the distortions in the labor market, and 
have made it difficult for local authorities to retain local staff, given the huge wage differentials. In 
an internal survey conducted by the ministry of reconstruction and development in Erbil revealed that 
about 25 percent of the staff earn about 251-300 OIDs per month (base plus allowance); another 30 
percent of the staff earned less than that level. When this is compared to how much has been spent 
on the food basket for a family of five, (793 OIDs), in each month, it shows how the food policies have 
contiooed to exacerbate the social conditions of the wlnerable groups. This issue will require 
special attention, especially as we consider making changes to the existing oil for food program. 



Supporting Iraqi Women 

Even from ancient times, Iraq has been a leader in the field of women's rights. King 
Hammurabi, ruler of Babylon from 1792-50 B.C., created the world's oldest known set of 
laws, and his code endeavours to provide justice for al1 people, including women. Today, 
Iraq is still considered to be at the forefront of women's rights In the region, wltll 
legislation and regulations that promote the status of women and the principle of equality 
and equity between the sexes. 

However, as Is often the case in times of crisis, women are bearing the brunt of years of 
war and sanctions in Iraq. The past decade had seen a decline in educational 
opportunities for women, a jump in female illiteracy ancil rising poverty. Despite these 
difficulties, Iraqi women are using their powers of creativity to face the challenges 
confronting their country. They are assuming additional responsibilities at work and at 
home in order to provkte and care for their famllies. UNDP Is an active and committed 
partner in the advancement of Iraqi women as they take on new and diverse roles In 
national development, in areas such as politics, the economy, the legal system and the 
health sector. UNDP is working with Iraqi women to overcome obstacles to their full 
empowennent, and build on gains already made. 

Key Statistics: 

• The labour force participation rate In formal economic activities Is 10.3 

percent for women and 43.4 percent for men. 

• Women hold eight percent of seats In the National Assembly. 

• Female adult Illiteracy is 56.2 percent (36.W. for males). 

• r.,ore than 50 percent of pregnant women are anemic. 

• Women make up 34.4 percent of university and polytechnic students. 

• Thlrty .. lght percent of doctors are women. 

Current UNDP Projects In the Field of Gender 

The National Committee for the Advancement of Iraqi Women 

UNDP Is building the capacity of the NCAIW to achieve its goal of mainstreaming 
gender-related Issues Into the socio-political life of Iraq. The $70,000 project includes 
training In gender an:alysls and gender sensitive policies, as well as the creation of a 
strategy to incorporate gender Indicators in data conectlon. 

Improvement of Nur.slng Services 

This project provides training for 100 percent of nurses working in coronary, respiratory 
and Intensive care urnits at general hospitals and cardiac surgery centers. The $50,000 
project also Includes the "training of trainers" in these critical fields. 



Rehabilitation of Cancer Care and Control Services 

UNDP ls working to reduce cancer related deaths In Iraq, particularly from breast and 
cervical cancer. With funding of $268,000, UNDP is providing educational and advocacy 
materials, diagnostic equipment and training for health care professionals. 

Support for Disadvantaged Women 

This $561,000 project is providing disadvantaged women with vocational training in 
sewing, knitting, needlework and computing skills. UNDP also offers micro-credit loans 
for women to set up their own small businesses. So far 54 women have taken out two­
year loans of about $400. The pilot project In Baghdad, Basrah and Diyala govemorates 
includes the rehabHltation of training and production centers " the General Federation of 
Iraqi Women, so that this Important partner can continue to support and empower 
disadvantaged women. 

Vocational Training and Micro-Credit for Women Prisoners 

This $164,000 project includes 1he renovation of a work area, equipment and training for 
Inmates at the Iraqi Women's Prison In Baghdad. Participants eam between 40-150,000 
($22-83) Iraqi dinars per month from the sale of their products. UNDP also renovated the 
health center and a crkhe for children living with their mothers at the jail. UNDP 
provides small interest free loans for freed Inmates to set up their own businesses. The 
women are given help to create a sound business plan and counseling to ensure they 
reintegrate into the community with dignity. 



Supporting lraql Women 

Even from ancient times, Iraq has been a leader in the field of women's rights. King 
Hammurabi, ruler of Babylon from 1792-50 B.C., created the wor1d's oldest known set of 
laws, and his code endeavours to provide Justice for all people, includlng women. Today, 
Iraq Is still considered to be at the forefront of women's rights in the region, with 
legislation and regulations that promote the status of women and the principle of equality 
and equity between the sexes. 

However, as is often the case in times of crisis, women are bearing the brunt of years of 
war and sanctions in Iraq. The past decade had seen a decline In educational 
opportunities for women, a jump in female Illiteracy and rising poverty. Despite these 
difficulties, Iraqi women are using their powers of creativity to face the challenges 
confronting their country. They are assuming additional responslbflities at wo~ and at 
home in order to provide and care for their families. UNDP Is an active and committed 
partner In the advancement of Iraqi women as they take on new and diverse roles in 
national development, in areas such as politics, the economy, the legal system and the 
health sector. UNDP ls working with Iraqi women to overcome obstacles to their full 
empowerment, and build on gains already made. 

Key Statistics: 

• The labour force participation rate In formal economic activities is 10.3 

percent for women and 43.4 percent for men. 

• Women hold eight percent of seats In the National Assembly. 

• Female adult Illiteracy Is 56.2 percent (36.1°1. for males). 

• More than 50 percent of pregnant women are anemic. 

• Women make up 34.4 percent of university and polytechnic students. 

• Thlrty~fght percent of doctors are women. 

Current UNDP Projects in the Field of Gender 

The National Committee for the Advancement of Iraqi Women 

UNDP is building the capacity of the NCAIW to achieve its goal of mainstreaming 
gender-related issues into the socio-political life of Iraq. The $70,000 project Includes 
training In gender analysis and gender sensitive policies, as well as the creation of a 
strategy to incorporate gender Indicators In data collectlon. 

Improvement of Nursing Services 

This project provides training for 100 percent of nurses working in coronary, respiratory 
and intensive care units at general hospitals and cardiac surgery centers. The $50,000 
project also includes. the "training of trainers• in these critical fields. 



Rehabilltatlon of Cancer Care and Control Services 

UNDP is working to reduce cancer related deaths In Iraq, particularly from breast and 
cervical cancer. With funding of $268,000, UNDP is providing educational and advocacy 
materials, diagnostic equipment and training for health care professlonals. 

Support for Disadvantaged Women 

This $561,000 project Is providing disadvantaged women with vocational training In 
sewing, knitting, needlework and computing skHls. UNDP also offers micro-credit loans 
for women to set up their own small businesses. So far 54 women have taken out two­
year loans of about $400. The pilot project in Baghdad,, Basrah and Olyala govemorates 
Includes the rehabilitation of training and production centers of the General Federation of 
Iraqi Women, so that !his Important partner can continue to support and empower 
disadvantaged women. 

Vocational Training and Micro-Credit for Women Prisoners 

This $164,000 project includes the renovation of a WOf'ik area, equipment and training for 
Inmates at the Iraqi Women's Prison in Baghdad. Participants eam between 40-150,00QI 
($22-83) lraql dinars per month from the sale of their products. UNDP also renovated the 
health center and a cr6che for children living with their mothers at the jall. UNDP 
provides small Interest free loans for freed Inmates to set up their own businesses. The 
women are given help to create a sound business plan and counseling to ensure they 
reintegrate Into the community with dignity. 
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Introduction 
The work of the Iraq Development and Reconstruction Council (IDRC) has spanned a period of 

turbulent changes in the circumstances surrounding the existence of Saddam's regime in the past 

thirty.four years. The Iraq Economy and Infrastructure Development working group dated 

October 26, 2002 commissioned this study. 

The IDRC council was asked to examine all aspects of the Iraqi national economic development, 

infrastructure, reconstruction, important political conditions such as stability, political and social 

freedom, revitalization of private sector, and individual's economic freedom as part of free 

market economy. 

The IDRC council has addressed the most important economic development and reconstruction 

problems considering the future of Iraq after a regime change. We expect most of the anticipated 

changes arc required, rapid, and challenging. Moreover, our conclusions and reconunendations 

must fit into a future of Iraq that will continue to change in directions to benefit all of the Iraqi 

people. 

The IDRC council is mandated to identify and recommend development and reconstruction 

projects that are very specific and appropriate for the immediate circumstances for Iraq after 

Saddam and during the transitional period to meet future development needs that are politically 

feasible both domestically and internationally. 

IDRC Principal Purpose 
The IDRC is an independent council, its principal purpose is to set the development of sound 

public policies and promote public Wlderstanding of issues of national and international 

importance to the Iraqi people and to the transitional government to drive policies, programs, and 

structure. The IDRC must engage actively in the process of the development and supervision of 

the economic, social, and environmental infrastructure projects and determine specifically the 

types, resources and total cost of these projects. 

IDRC Mission 
The various advanced scenarios for the liberation of Iraq and the outcome, whatever the course of 

this transformation, will leave a Government power vacuum at all levels, financial and economic 

uncertainties: and general concern about stabilization and the organization of a new transitional 

regime to replace the old. A coordinating independent council, the Iraq Development and 

Reconstruction Council (IDRC), operating through specialized subcommittees, is proposed as the 
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focal point for resolving many of economical and social problems that must be dealt with 

coherently during the transitional period which is estimated to last between 24 and 36 months. 

The IDRC is to initiate the vision and set the framework for economic development and 

reconstruction of new Iraq, its governance, and its economic and cultural renaissance. 

Thc Council would operate through subcommittees dedicated to resolve serious and controversial 

economic and social issues and concerns and may inherit an implicit political role during the 

transitional period. 

Considering the wealth of Iraq in economic and human resources, its potential and importance to 

the stability of the gulf area, the middle cast region, and the economic and social dart;u'ges 

inflicted during two wars :and by Saddam's oppressive regime, a radical and aggressive measures 

must be planned and ready to be executed from day one to guide the transitional Government. 

During the transitional period, it is essential to establish the following: 

1· The IDRC should! derive its power from the highest authority established in Iraq after a 

regime change. 

2- The IDRC decisions must be fully transparent. 

3· The IDRC operates as an independent decision-making coW1Cil with specialized 

subcommittees that have the power to influence major decisions on economic 

development and reconstruction projects. 

4- The IDRC, in the short·tenn, should consider its mandate temporary; it should work to 

devolve its authority and functions to a more pcnnancnt structure in a new constitutional 

arrangement. The democratically elected government and parliament will modify the 

IDRC responsibilities and authorities. 

S· The IDRC responsibilities so as to focus on investment for developing the economic, 

social, and environmental infrastructure projects. 

IDRC Goals & Objectives 
The IDRC must deal with the various short and long tmn needs for coherent problem solving and 

provide coordination for the new Iraqi transitional Govcmmcnt, Arab and international agencies. 

It is clear that one of the IDRC functions is to deal, identify and anticipate infrastructure and 

economical problems as they arise. It will serve as an important interim coordinating body during 

the time when political and Govcmmcnt structures in Iraq undergo the process of regime change. 

Oil policy is an essential part of the economic policy and oil revenue plays a strategic role in the 

future development of Iraq. Any attempt to have sound and effective economic and development 
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policies should assume that oil policy in tenns of production, investment, and trade is an 

integrated part of the economic policies. 

The IDRC must take the lead on working with the appropriate Government ministries and 

agencies in the preparation of a two-year transitional development plan. Expert IDRC members 

and other consultants should produce seven main inputs into the development plan: 

I· Conduct a base-line assessment with full analysis of the current Govcmment structure 

and report on gaps and duplications 

2- Identify the most depressed regions of Iraq that require immediate development 

quantitatively and qualitatively 

3- Identify the dep11Csscd sectors per-region that requires immediate development and 

attention. Hence health services (including vaccination), food, education, electricity, 

clean water, irrigation & agriculture, relocation of families to their original towns and 

cities will have a high priority for all regions of Iraq and will require immediate attention. 

4- Identify and prioritize infrastructure and reconstruction development projects, assess 

needs, identify internal and external resources, and estimate time and cost required 

5- Conduct a full analysis of the competitive position of the Iraqi private sector and of Iraq's 

regional social needs, and identify priority areas foli growth 

6- Identify priority sectors for Government actions to encourage the country's competitive 

position regionally and stimulate investment and grrowth 

7- Identify major environmental and pollution clean up projects through out Iraq 

IDRC Structure 
Iraq is endowed with abundant economic and human resources. However, in the last three 

decades, Iraq experienced extraordinary economic deterioration resulted in acute political, 

economic, financial, sociial and environmental problems. Specifically, Iraqi economic, social, and 

environmental infrastructure heavily damaged after 1990. Jn addition to the political conflicts, 

bad government economic management at different levels has been major contributors to the 

current economic crisis. lberefore a strong and effective Iraqi Development and Reconstruction 

Council structure must be established with a clear defined mandate and responsibilities to start 

work immediately after a regime change. 

The IDRC must be composed of qualified Iraqi experts from inside and outside Iraq, many of 

whom may now be in exile or outside of the current regime, and must be assisted by experienced 

technocrats whom may or may not be Iraqis. It is urgent that the Council should organize its 

structures, subcommittees and responsibilities to be ready to deal effectively with the 

5 



F 11; i RJ I' I 1/23/2003 

circumstances of the regime change. 

The Council should elect its officers, establishes a small secretariat to coordinate its work, and 

empowers subcommittees that arc composed of specialists to identify specific infrastructure 

projects and provide a road map with action plan for each sector and region. The Council's work 

should be inclusive of all clements of the Iraqi society and impart a sense of "ownership" to those 

already familiar with the problems and likely to develop workable solutions. The Council, 

through its subcommittees should interface with international organizations and humanitarian 

NGO's to coordinate, utilize and focus the contributions of these entities on Iraq's development 

projccls. 

Several subcommittees have been established as part of the economy and infrastructure 

development of the future of Iraq and as part of the internal structure of the IDRC, and they arc: 

1- Oil for food subcommittee 

2- Electricity subcormnittee 

3- Media Communication & Telecommunication Subcommittee 

4- Econontlc Policy subcommittee 

5- Military Resource Recovery and Staff Conversion subcommittee 

6- Oil Revenue Strategy subcommittee 

7- Infrastructure subcommittee 

8- Oil Policy and Program subcommittee 

9- Investment and Privatization subcommittee 

10- Local Currency subcommittee 

11- Banking Rcfonn subcommittee 

12- Taxation subcommittee 

13· kaqi Debt Resolution subcommittee 

14- Environmental and Pollution Control 

15- Development of Tourism industry 

IDRC Structural Diagram 

Below is a draft diagram shows the proposed internal structure of the IDRC. To the left and the 

ntlddle. it shows the "operational" aspects of the IDRC structure, which includes the 15 

subcommittees and the appropriate Government ministries and agencies that will interface with 

(the diagram shows some but not all of the ministries and subcommittees). To the right of the 

diagram, it shows number of specialized departments that will assist the Council and the 

subcommittees in the "decision-making" process. 
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IDRC Duration 
The IDRC should accept its independent strategic role and perform its functions through out the 

specific subcommittees during the transitional period of transforming Iraq to a democratic 

country and reintegrating it into the community of nations. 

The IDRC must be in a position to perform its planning, operating and decision-making role 

flexibly and pragmatically. 

The anticipated duration of the IDRC is as follows: 

1- The IDRC will operate in a ''transitional" role as a council for a period of 24 months after 

a regime change to allow for a proper political transitional period to elect leaders 

2- The IDRC will continue to operate for unspecified period after to ensure proper execution 

of the development and reconstruction projects started during the first 24 montM and will 

transform into a "pennanent" IDRC with defined functions and roles due to 

parliamentary law. 

IDRC Activities 
The IDRC commission should immediately engage in developing a long range plans for the 

futw-e economy of Iraq by identifying several major projects. The IDRC should carefully review 

the availability of rcSOW'CCS, current Government structures and organizations, oil revenues, and 

the longevity of infrastructure development projects that are focused on improving the life of the 

Iraqi people long after the transition to a new elected Government. 

The IDRC through its subcommittees will focus on several important projects that have a high 

priority and require immediate actions. For example projects in the health services (including 

vaccination), food supply and continuation, education, electricity, oil for food, clean water, 

irrigation & agriculture, relocation of families to their original towns and cities. Other, economic 

infrastructure projects and investment and privatization activ:ities should receive special attention 

to encourage economic development, private iOitiatives, investment, and similarly broadly based 

employment and ownership programs. 

The IDRC will direct the transitional Government to organize its finances to promote local 

initiatives and encourage the entrepreneurial spirit specifically in the geographically neglected 

regions of Iraq during Saddam's regime. 

A strong and focused IDRC council can provide a viable blueprint for the future of Iraq. 

The IDRC identified activities require immediate execution plans: 
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I-Initiate a Policy & Strategy study 

The IDRC must drive an immediate plan to seek experts to conduct studies of the social and 

economic situation in the country. These urgent studies must be short and limited to three months 

at most with the following objectives: 

a. A base-line analysis of the social and economic situation in Iraq 

b. A need analysis based on supply and demand for the basic social and economic 

services in Iraq with forcseeabJe trends 

c. An assessment and analysis of the CurT'C'Ot Government institutions 

d. Analysis for development and relocation of existing services, creation of new 

ones, either through existing government structures or through promotion of 

other stakeholder initiatives 

e. The Identifications of depressed regions and public and private sectors 

These analyses should assist IDRC and its subcommittees in targeting major "Development 

Projects" toward improving the socio-economic opportunities in selected areas of Iraq. 

2- IdentijicaJion an1d selection of public infrastructure projects 
Although the Government of Iraq has failed to maintain economic growth and social 

development, the available technical capacities and accumulated feasibility studies arc invaluable 

in the process of identification of investment opportunihcs in general, and public projects in 

particular. However, since rational economic selection of public projects have to be made 

independent of the current conflicting interests of the Iraqi political parties or social group, the 

role ofIDRC is essential to undertake this task. 

Infrastructure projects may be classified into three main categories: 

1- The first is economic (physical) projects such roads, dams, communications, electricity, 

and water for drinking. 

2- The second is the social infrastructure projects such as public schools and hospitals. 

3- The third category is the environmental public projects such as sewage, sanitary, 

combating pollution of WMD, reviving the marshes of the south, clearing minefields in 

the North and the eastern border of the country. 

The role of IDRC is to identify and prioritiu these projects and determine the best 

technologically advanced and Iraqi-friendly vendors, institutions, and companies that are suited to 

execute large and complex projects. 
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Investment decisions in infrastructure development projects are one of the most important 

functions of the IDRC. The technical department of the IDRC should compile a list of highly 

specialized Iraqi-friendly vendors and companies with long history of successfully managing and 

executing large-scale projects and make the list available to the IDRC council and its 

subcomminees. 

3- Preparation of public investment guidelines 
Initial proposals of public investment should be emanating from the concerned ministries and 

government departments. IDRC should initiate directives to the ministries for assessment of the 

existing infrastructure and the required investment for upgrading and new ones. 

The IDRC should issue clear guidelines to assist the Government ministries in preparing their 

lists of proposed projects. (Guidelines should be in accordan<:e with the IDRC authorities- details 

have to be given later) 

4- Mobilization and ,allocation of f111ancial and human resources 
The development and reconstruction of Iraq after a regime change will require the mobilization 

and allocation of financial and human resources. Such resources as: 

I · Oil revenues, the main source of public finance and foreign currency, should be allocated 

mostly to finance major identified infrastructurc projects during the transitional period. 

2- The private sector should actively contribute to the financial requirements or invest in 

certain projects. 

3- The IDRC shouJd identify ways and means for more financial and investment 

contribution from Arab, regional, international financial institutions. 

4- The IDRC should have the capacity to negotiate with and arrange for the participation of 

private sector, domestic, and foreign institutions. 

S- The IDRC must: 

a. Identify methods for manpower development and benefit fonn the experiences 

of countries such the United States of America, Britain, Japan, Germany, Ireland 

and Korea. 

b. Identify manpower planning and investment in education and training programs 

that are essential to increase productivity 

c. Identify programs that will immediately impacted by such training, like public 

health, nutrition programs, vaccinations, famlly planning, agricultural 

development such as reconstruction of irrigation, and development of labor 

rights for men and women. 
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5- Preparation of indicative plans 
For Iraq, it is essential to implement a well-define economic and social development strategy. The 

IDRC must direct the new Iraqi transitional Government to the core of such strategy of diversify 

its economy and lessens its dependence on crude oil exports in the medium and long- run. Such 

strategy needs to be explicitly translated into sector wise development policies as well as the 

identification of investment opportunities and implementation of projects in different sccton. 

The Economic subconunittee is tasked with publishing such guideline 

6- Implementation of certain economic structural reform programs 
The IDRC cotmcil working with the transitional Government ministries should be responsible for 

the implementing of the Government policies including the targeted economic refonn programs, 

such as privatization program, where the IDRC will provide the essential independent, non-biased 

political power with impartial views and interests as well as the capacity of technical competence. 

The Investment and Privatization subconunittee within the IDRC is tasked with preparing the 

contents of the investment and privatization reform program and its aggressive pace of 

implementation. 

Resources 
It is a well-known fact that the Iraqi oil revenue is the main source of finance of almost all of lraq 

major projects. The following arc some of the resources that IDRC council and its subcommittees 

plan to utilize and recommend to the transitional Government after a regime change: 

I. The IDRC must relay on some early estimates of oil revenues to determine the number 

and total cost of the proposed infrastructure projects in Iraq for the first 24 months after a 

regime change. 

2. The IDRC will invite foreign capital to invest in the required Iraqi Infrastructure projects 

and will explore all Arab and international financial support. 

3. The IDRC will direct the transitional Government economic policies to reactivate "fr,ee 

market economy" and encourage private sector to increase economic growth and 

employment. Iraqi, Arab, and International {specifically American and British) private 

sector investors and financial institutions should be invited to participate in financing, 

investing, and executing these projects. 

4. The IDRC must prepare clear guidelines in acoordance with the Iraqi transitional 

government economic policy to conduct the required loans and joint ventures. 
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Decision making process 
The independent IDRC Council is an essential and strong part of the new transitional government 

institutions. 

The IDRC must participate in the development and reconstruction decision-making process with 

the following: 

1 • The IDRC should detcnnine the financial resources and capacity for the investment 

program 

2- The IDRC should initiate tentative estimates for the required investment and suggest 

sources of finance 

3- The IDRC direct the transitional Government on the type and total cost of the proposed 

infrastructure projects 

4- The IDRC through its expert subcommittees will submit a prioritize list of infrastructure 

projects taken into consideration the Iraqi financial limitations in the first 24 months 

S- The IDRC will be responsible for the implementation of irruncdiate economic refonn 

programs such as the privati:zation program 

6· The IDRC should have complete authorization to ·carry out these tasks and present its 

results and findings to the new Iraqi transitional Government. 

7- The IDRC will be accountable to the transitional Govcmmcnt for its decisions 

8- The elected Government by the Iraqi people after the transitional period may necessitates 

certain changes on the nature and timing of implementing the reform programs. 

Therefore, the IDRC should act accordingly. 

Short Term Plans 
The following is a list of the first and highest priority actions that will be taken by the IDRC in 

the first 180 days after a regime change: 

1- Identify, organize and assign responsibilities of the IDRC council board members 

2· Identify and organize the 15 major subcommittees identified 

3· Determine the IDRC major roles and r~sponsibilities to the transitional Govcrrimcnt 

4· The IDRC must conduct a full review of the Iraqi current "state of the country" status to 

include: 

a. Identify and prioritize major infrastructure projects that require "immediate" 

execution. The specialized IDRC subcommittees have identified several specific 

infrastructure projects. A detailed reports were produced from the following 

subcommittees: Electricity, Media CommW'llications and Telecommunication, Oil 
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for food, Economic policy, Oil Revenues, Military Resources Conversion and 

others. 

b. Select members from the IDRC and the appropriate subcommittees to oversee 

and supervise each major project and assign a time-table to provide solutions and 

reconunendations 

Conclusions 
The Iraq Development and Reconstruction Council (IDRC) is an independent Council comprises 

of experts from inside and outside Iraq and initiated as part of the future of Iraq project. 

The IDRC envisions the appointment of a specialized board and subcommittees to identify major 

infrastructure projects, and develop recorrunendations. 

A shadow IDRC board and members of the 15 subcommittees listed above in this report have 

been working together for the past six months to speed up the process, conduct initial studies, 

discuss and draft reports in advance of the anticipated regime change in Iraq and as part of the 

future of Iraq project. 

Existing Iraqi government structures, other qualified Iraqi experts from inside and outside haq 

must be included in the IDRC and its subcommittees to utilize their expertise. However, the 

selection of these individuals, as potential candidates for the Council and its subcommittees, must 

be determined well in advance of the regime's change to ensure the success of the IDRC 

operation. 

The IDRC should be the creation of the Iraqi's and the appointments perceived as originating 

from the new Iraqi transitional Government. The work of the various s1,1bcommittees, as general 

guidance, can be prepared in advance by qualified individuals, academics, technocrats, and 

politicians, both Iraqis and non Iraqis so as to accelerate their organization and effectiveness -

post liberation from the current regime. 

The IDRC can operate immediately, in a shadow mode, to make key decisions, in advance of any 

regime change, so as to fulfill, immediately, the critical components of their mission. 

Existing Iraqi government structures should be preserved and reformed, pending such 

restructuring as may be required by the transitional government and. the new constitution. 

The IDRC should organize its structute and subcommittees to deal effectively with the 

circumstances of the regime change. It should consider its mandate temporary and work to 

devolve its authority and functions to more permanent structures in a new, popularly elected 

Government operating under new constitutional arrangements. 
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The IDRC Council should elect its officers, establish a small secretariat to coordinate its work, 

and empower its spccialhied subcommittees to deal with specific infrastructure development 

projects and other problems and concerns that require immediate solutions. 
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Formal PropoP1 

Swmmary 

THE IRAQI DEVELOPMENT AND RECONSTllUCTION COUNCD.; 

Objectives: 
I . Identification of investment opportunities in the public infraslnlcNre. 
2. Preparing 1uidelines and investment criteria for public project's evaluation. 
3. Selection of public invcsonent projects. 
4. Mobilization and allocation of financial resources. 
S. Preparation of indicative development plans. 
6. Implementation of cet111in stn1crur1l reform propmmes. 
7. Initiate Iraqi thinking on fuNie vision for lraq. 

ActMda: 
I . Invitation for feasibility studies of public infrastructure projects 
2. Conducting investment promotion conferences and negotiations. 
3. Conducting investment capacity building programme 
4. Follow-up the implementation of the public investment propmme. 
5. Submitting aMual pro~ assessments rq><>n 10 the ~vemmcnt. 

Rrsourcn: 
I . Public oil revenues. 
2. Public sector. 
3. International. "ttional. and Arab ec0nomic and financial institutions 
4 . Iraqi private sector 
5. Foreil,!t\ financial institutions and investors. 

Organlzalioa: 
I. Decision makin~ board 
2. Technical secretariat 
3. Financial Dircc1ora1c 
4 . Administration dcpanmcnl 

Abbrr\•latioas: 
• IDRC: Iraqi Development and Reconstruction Council 
• TS: Technical! St.-crct.ariat 
• FD: Financial Directorate. 
• AD: Administration Depanmcnl. 
• IP: lnvestmcnl Programme 
• WMD: Weapon of Mass Destruction 

• Assump1ions :ind pn:ac1ical considcral.ions behind the i;i\'cn prop>sal ar.: r1:h1ted 10 1ht author 's views 
expressed In his paper en1i1led •• The Economic Project for Change in Iraq'. Three: prior assump«ion~ 
arc ncc:csury to mention. F1m, while the So\'emmcnl macro economic pol1cu:s and the required 
economic restructure re-form programmes should not be comprormsed: the prepara11on and the 
exccu11on of public 1nveS1:men1 in thc: 1nfta.S11ucturc projem should be ~ 1<>le responsib1lil)' of the 
IDRC. Secoodly, war repara11011 and non·commen:ial dcbc should be poliucally senled and must llOl be 
considered as inpu1 in10 IORC investment poht)' and cntena. Thirdly, ~reful and positive 
considerations should be given 10 1ht salien1 economic, social and political features of the: counrry 



Formal Proposal 

THE IRAQI DEVELOPMENT AND RECONSTRUCTION COUNCIL 

Why we need IDRC? 
Iraq is endowed with abundant economic and human resources. However, in the last 
three decades, Iraq experienced extraordinary economic deterioration resulted in acute 
economic, financial, social and environmental problems. SpccificaJly, Iraqi economic, 
social, and environmental infrastructure heavily damaged espccia11y after 1990. ln 
addition to the political conflicts, bad govenunent economic management at different 
lc\-els and widespread marltet imperfections has been major contributors to the current 
economic crisis. 
Until 1980, Iraq has developed good experience in the field of identification and 
implementation of public development projects. However, since then the government 
failed to maintain the benefits of past experience for their narrow political purposes. 
Rational and institutional public investment decisions have been gradually 
diminished. As a matter of fact, Iraqi governments failed, with different degrees, to 
establish constitutional and institutional apparatus for its economic and public 
investment policies. 
In (new) Iraq. the challenge is how to utilize public oil revenues for promotin~ 
economic and social development as well as ad\'ancing democratic practices in a free 
market economy. Since Iraq is in urgent need to erect and develop its infrastructure as 
weH as to re'·ive the economy, public investment constitutes the main engine for 
economic growth and social development. The vehicle of such essential endeavor is 
IDRC. 

Objtttlns 
I: ldeattficatloa of public Infrastructure projects 
Although the govemmenlS of Iraq have failed to maintain economic i,.'Towth and social 
development, the available technical capacities and accumulated feasibility studies are 
invaluable in the process of identification of investment opportunities in general. and 
public projects in particular. However. since rational economic selection of public 
projects have to be made independent of the current conflicting interests of the Iraqi 
political parties Of social group, the role of IDRC' is essential to underukc this task. 
Infrastructure projects may be classified into three main catei:tories. The economic 
(physical) projects such roads. dams. communications. electricity. and water for 
drinking. The second is the social infrastructure projects such as public schools and 
hospitals. 1be third category is the environmental public projec1s such as sewage. 
sanitary, combating pollution of WMD. re\'i\'ing t~c marshes of the south. clcaring 
mine fields in the North and the eastern border of the country. Th<.· role: of IL>RC is to 
identify these projects and determine its priorities. 
l: Preparation of public investment guidelines 
Initial proposals of public investment should be emanating from the concerned 
ministries and govemmcnt depanments. IDRC' should also initiate directives to the 
ministries for assessment of the existing infrastructure and the required investment for 
upgrading and new ones. 
This should be followed by clear guidelines to assist the ministries in preparing their 
lists of proposed projects. 
(Guidelines should be in accordance with the IORC' authorities- details have to be 
given· later) 
3: Selection of public infrastructure projects 

. Jnvestment decisions are the most crucial tasks of the. JDRC. Although, JDRC would 
invite highly qualified consultancy firms to prepare the feasibility studies of the 



suggc5ted projects in addition to the government departments. Prior identification of 
investment criteria should be prepared and circulated by the TS-IDRC to both 
government departments and private consultancy firms. The intended criteria have to 
be derived from the government economic and development policy. 
Also, IDRC should arrange overall priority list as well as sector wise projects 
priorities to highlight the allocation patterns of the projects. All have to be included in 
the IP's framework. IP should also include general assessment of the likely impact of 
the invcaimcnt programme on the economy. 
4: MobWzatloa aad allocation of Ouaclal resources 
It is generally accepted that reconstruction of Iraq needs huge amount of investment in 
the public infra.structure of the country. Oil revenues, the main source of public 
finance and foreign cuncney, should be allocated mostly to finance the infrastructure 
projects. However, since market economy would be the base for the government 
economic policy, private sector may actively contribute to the financial requirements 
°' even to invest in certain projects. Tbcrefore, IDRC should find the ways and means 
for men financial or investment contribution to the IP. ln this respect., IDRC should 
approach the international, regional, and Arab economic and financial institutions for 
men financial and investment input to the IP. Except full observation of the 
government economic policy guidelines, IDRC should have the capacity to negotiate 
with and arrange for the participation of private sector, domestic and foreign, and 
foreip institutions in the IP. However, no financial decision or commitment with 
fottttin concerns up certain limits could be made without prior appro\'al of the PM. 
5: Prqantioa of indicative plans 
For Iraq. it is essential to implement a well-define economic and social development 
strategy. 'The core of such strategy is that Iraq should diversify its economy and lessen 
its dependence on crude oil exports in the medium and long- run. Such strategy needs 
to be explicitly translated into sector wise development policies as well as the 
idcntificaaion of investment opportunities and implementation of projects in different 
scclorS. A medium-term indicative development plan would also serve the purpose. It 
is also necessary for the government to reduce the development disparities in tenns of 
GDP among regions and govemorates. This can be tackled by preparing a rcl!ional 
development plan associated with the overall medium-tenn development plan. 
6: lmptemeatatlon of ccrtalo ccoaomlc stnactural reJorm programmn. 
In principle, the concerned ministries should be responsible for the implementinl! of 
the government policies including lhe targeted economic refonn programmes. In some 
cases, like the privatiution programme, it is essential to have non- biased political 
power with no partial views and interests as well as lhe capacity of technical 
competence. The content.& of the privatization reform proL?famme and iL'> pace of 
implementation may nccessates the involvement of IDRC. 
7: haltlation or tbt fut .. re vlsloo of lnq 
Iraqi experience showed that long- tenn economic and social development planning 
was in the interest of Iraqi people. for the future of Iraq. the diversity of political, 
economic, social, ethnic, and sectarian interests need to be harmonised by dc"cloping 
consensus among Iraqis on the most important public objectives. Such endca,·our can 
only initiated by independent body with the government suppon. IDRC is the most 
suiiable agency for taking the initiati\'e and develop the concept of Iraqi Long - Tenn 
Future Vision. 

A'Ctivttits 
In order to achieve its objectives, IDRC should rigorously peruse many activities. 
Most importantly those related to the preparation of the IP. As usual, IDRC should 
invite the government dcparunents and private consultancy firms to submit their 
proposals. Direct dialogue with the concern parties would be preferable work practice. 
The aim is to prepare a n .. mbcr of economic and technical feasibility studies for a 



wide range of proposed infrastructure projects. Such target needs to conduct series of 
investment promotion conferences for domestic and foreign investors. 
It is also necessary, IDRC should undertake a programme for capacity building for the 
government departments in the fields of investment policies, identification of 
investment opportunities, and prq>anation of feasibility studies. 
IDRC should also follow-up the implementation of the financially sponsored projects. 
It is essential to have certain mechanism and rules for such a task in order to avoid 
delaying problems. 
AD a1U1ual report should also be prepared by IDRC and be submitted to the 
govenunent lhrough the PM in order to reflect on the progress made in the IP as well 
as the likely impact on the economy in general. The report should include detail 
accounts of the financial costs. obligations, plan and acillal expenditures on of the IP. 
Also, IDRC should submit its aMual expenditures and budget for running the planned 
activities. 

Resources 
It is a wellooknown fact that oil revenues would be the main source of finance of the IP. 
As experience showed, early estimates of oil revenues would be useful to determine 
the number and total cost of the proposed inftastNcture projects. However, allocation 
of the total oil revenues to finance IP may be necessary but such proposition in the 
short-run is not realistic in view of the current economic and financial problems. 
Hence, the need for international, regional, and Arab financial support. 
Since the ultimate aim of the government economic policy is to reactivate market 
economy and encourage private sector to increase economic growth and employment. 
The Iraqi private sector should be invited to participate in Onancing or investing in the 
projeclS of IP. Foreign financial institutions and investors should also be invited to 
contribute to the IP. IDRC' must have prior ~ide\ines in accordance with the 
government economic policy to conduct the required loans and joint ventures. 

OrgaolzaUon 
The structural organization of IDRC consists of three main depanment and the 
decision making board on the top. JDRC board members consist of the head of the 
IDRC, govenuncnt members, government and independent advisors. The head of 
JDRC should chair the meetings of the board and wilh the government representatives 
they have voting power. Government and independent advisor as well as private 
sector representatives may participate in the meetings and contribute if asked by the 
chairman and members of the IDRC. 
11le FD would be responsible for all financial matters related to the investment 
programmes. All revenues and expenditures are to be controlled by FD in accordance 
with the ~iven institutional regulations. 
The functions of the TS arc to cany out the technical aspects and provision of 
requirements for implementing the IDRC tasks. The perminant employees are only 
experts with high qualifications and practical experience in their fields. TS may have 
the support of advisors on short- term contract basis. 
Employees of the AD should be highly qualified and equipped with up to date 
administration technology and facilities. . 

Dcclsioo making process: 
IDRC is an essential part of the government institution. However, IDRC has no 
political power to exercise against the government economic policy. [t is assumed that 
the government in view of its economic policy should determine the financial 
resources and capacity for the investment programme. 



Therefore, while the IDRC should initiate tentative estimates for the required 
investment and suggest sources of finance, the government must direct IDRC on the 
total cost of the projects included and the financial limits to be considered. 
JDRC will send in due time the proposed list of the infrastructure projects and the 
financial requirements to the Prime Minister Office for its approval. The PM would 
present the proposed IP to the ministerial cabinet for discussing the financial aspects 
of it. Identifications of the proposed projects and the applied investment criteria 
assumed to be discussed within the IDRC board. 
(Details have to be given later) 
As for the implementation of some of the economic reform programmes such as the 
pri,·atiution programme, IDRC should be authorized to cany out these tasks - clearly 
defined by the government - without feedback of proposals. However, IDRC should 
present a periodical repor1 on the progress made and suggestions for improvement to 
the government to be considered in view of its economic policy. If the new 
1ovemmen1 policy necessitate certain changes on the nature and timing of 
impkmentation of the refonn programmes, IDRC should act accordingly. 
(Details have to be given later) 

lastilutloul arr.n1emnt: 
The establishment of IDRC doctrine should be made by the State legal department 
and approved by the go\·emment legislative body in the form of a govenncnt law. All 
necessary details have lo be mentioned clearly in the anticipated law. 



Oreaoizto& a new Iraq: Role and Functions of an 

Iraqi Developme•t and Reconstruction Council 

Purpose 

The various scenarios advanced for the liberation of Iraq from control by Saddam 
Hussein's regime differ in the likely realization. The outcome, whatever the course of 
this transformation, will leave a government power vacuum at all levels, civil unrest, 
financial and economic uncertainties, and general concern about stabiliz.ation and the· 
organization of a new regime to replace the old. A coordinating entity, the Iraq 
Development and Reconstruction Council, operating through specialized commissions, is 
proposed as the focal point for debating and resolving the myriad of issues and problems 
that must be dealt with coherently during the confusion which will dominate this 
interregnum. Through the IDRC, planning can be provided for a transition and provide a 
vision and framework for a new Iraq, its governance, and its economic and cultural 
renaissance. The Council would operate through commissions and committees dedicated 
to each of the major political, economic and social issues and concerns that the new 
interim regime must address, and dissolve once a new, popularly elected, permanent, 
constitutionally empowered, regime has taken power. 

Mission and Structures 

The IDRC will deal with the various short and long tenns needs for coherent 
problem solving and provide a coordinating forum, for both Iraqi and international 
concerns. Its functions and mission should be broadly defined to deal with anticipated 
problems and others as they arise. It will serve as an interim coordinating body during the 
time when political and govenuncnt structures in Iraq will be undergoing the process of 
regime change. The Council should derive it powers and authority from both the 
international community concerned with transforming Iraq and eliminated the threat of its 
weapons of mass destruction and support of destabilizing and destructive terrorism. as 
well as key officials of the new, interim Iraqi regime. It needs to be composed of a mix 
of qualified Iraqis, many of who may now be in exile or outside of the current regime, 
and assisted by experienced technocrats who may or may not be Iraqis. All clements of 
Iraqi economic life and ethnic regional concerns should be represented. The Council 
should organize its structures, committees and responsibilities to deal effectively with the 
circumstances of the regime change, be they benign or drastic. Its functions should be 
directed to problem solving and planning which the interim government arrangements or 
other traditional institutions and entities cannot perfonn given their operational 
responsibilities. It should consider its mandate temporary and work to devolve its 
authority and functions to more permanent structures in a new, popularly elected 
govenunent operating under new constitutional arrangements. Oil revenues previously 
diverted to Saddam Hussein and his family should pro·vide funding. The Council should 
elect its officers, establish a small secretariat to coordinate its work, and empower 
committees and commissions, composed of knowledgeable Iraqis to deal with specific 
problems and concerns. Working committees/ commissions could be asked to address 
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such immediate problems as removal of weapons of mass destruction. food distribution 
and transportation, oil refining and revenues, infrashUcturc repair, judicial reorganization, 
cmrloyment, banking. industrial growth. constitutional reform. etc., Existing structures; 
forums. or government entities who arc capable of dealing with current problems should 
tlC ct"ndinated by the CoWlcil work and made a part of its commissions. The Council' s 
" ·ork should be inclusive of all elements of Iraqi society and impart a sense of 
.. ownership .. to those already familiar with the problems and likely to develop workable 
solutions that will be widely accepted. The Council, through its committees should 
interface "ith international organiz.ations and hwnanitarian NOO's to coordinate, utilize 
anJ focus the contributions of these entities on Iraq's problems, whenever existing Iraqi 
c:'f'lt1t1cs are unable to deal effectively with the problems created by regime change. The 
Council ihould seek to reinforce or develop Iraqi structures that can be effective in such 
matters O\'Cf the course of time and under a new regime. 

Dt1ratioe 

The IDRC should accept its ad hoc functions as facilitating the transition between 
rc~imcs. the transfonnation of Iraq to a federal state wilh elected leaders, and the 
re· integration Iraq into the corrununity of nations. It must perfonn the planning and 
orcr.nmg roles inherent in this assignment. flexibly and pragmatically. It must augment 
tand build on the Iraqi experience over the past twenty years, rely on the work performed 
hy all. within Iraq, who have been concerned and involved in such problems and projects. 
It must f ocu5 its work initially on the dislocations, disruptions, and inefficiencies 
specifically caused by the change of regime After stabilization. the IDRC must also deal 
w11h the consequences of a transfonned Iraq and the involvement of the Iraqi people in 
J""tc:nnining the own destiny, govcnuncnt and economic system. Like a good doctor, the 
U>IK should commie itself to ''do no hann". 

Scenario's for change and resulting conditions 

Some observers and planners have assumed a war scenario, involving massive 
destruction. loss of life, dislocation of food distribution, water and all the necessities of 
hfc. as the predicate for regime change. An IDRC could play a role to alleviate such 
conditions. were they to occur, but a different, less desuucti\'e scenario for Iraq's 
liberation may transpire. It would be a mistake to develop the IDRC as bureaucratic 
machinery for an occupied Iraq, following a destructive, deadly war. The most likely 
scenario will be the removal of Saddam Hussein, his family and immediate supporters 
from power. A U.S. led, multinational force, will allow military and civilian clements the 
rrotcctions necessary to initiate their own liberation from the grip of Saddam and his 
followers - probably no more than 300-500 individuals. The Iraqi government 
institutions will be intact and available to their inheritors. The Council should gain 
control of all these agencies of government and direct their functions, in concert with 
such external fore.cs as may be deployed. 
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Weapons of Mus Destruction 

Thoroughly suppressed and terrorii.ed by Saddam Hussein's regime, the Iraqi 
people's past attempts to free themselves from this repressive gang have been futile and 
deadly. Given an umbrella of protection by international efforts to seize the weapons of 
mass destruction assembled by the regime, it is likely that Saddam will be successfully 
overthrown. The effort to find and destroy these weapons should become an Iraqi led 
effort in concert wilh the United Nations persoMel. An IDRC commission on weapons 
should be immediately Conned to assist the UN and identify all weapons, assist in th.cir 
removal or destruction. and identify individuals whose participation in these progruns 
may wamnt prosecution. This commission will give authority and recognition to the 
Council and the role it will play in the transition between regimes. 

Immediate Conceras aad Reactions 

The IDRC, its Council and commission must be organized and available to serve, 
together with existing ministries. as the de facto, new interim government to immediately 
assist in the economic stabilization and continuity of govenunern processes and agencies. 
It is a fallacy to assume that Iraqi public and private sectors are inept or inefficient. 
During the last 11 years of sanctions both have become adept at dealing with critical 
problems and problem solving with difficult circumstances and shortages. Those who 
now make these functions work, be they in government or in the private sector, are by 
necessity skilled administrators. politically astute, and place a high value on the personal 
sur\'i\'al. Some elements of the current regime's larger. economic development and 
governmental infrastructure projects can be addressed, in advance, by the IDRC to 
provide continuity and certainty for ongoing projects The government has extensive 
public works programs, apart from extensive military projects, cwtently underway, with 
numerous Iraqi and foreign contractors involved. These infrastructure projects must be 
continued and are key to regional employment opportunities and vital to economic life 
for many. Civil engineering projects, long delayed, in the North and South, must be 
reviewed and recommenced as quickly as possible on an accelerated schedule. The 
planning for most of these is largely complete within the existing government ministries. 
The professional administrators. responsible for these functions in the Iraqi govenuncnt, 
must be empowered and assisted in the implementation and realization of the plans for 
these projects. 

The private sector has developed a sophisticated distribution system to deal with 
shortages and the inevitable strains imposed by the capricious, irrational and venal 
realities of Saddam's regime. Successful revitalization of this sector in the transition 
between regimes will involve an acceptance of the status quo and pragmatic actions that 
facilitate and enhance the flow of goods and services. What is unappreciated by those 
outside Iraq is the entrepreneurial nature of the black market. The general population has 
learned to survive, and in some cases thrive, in the hardships imposed by the regime. 
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This entrepreneurial e<;tucation should be productively used to encourage economic 
activities. Regulations and impediments to the conversion of black market experience to 
legitimate busin~ activities should be avoided. A unifonn flat tax system should be 
introduced to legitimize activities, discourage racketeers and the conuption of 
government officials. The flat tax experience in Russia should be used to guide the 
conversion and nurturing of these entrepreneurial survivors of Saddam's era. 

Jasdce 

The dissolution of a conupt regime of such longevity will give rise to many 
disputes. between and among Iraqi• s, their previous government, those who have fled. as 
well as commercial and property ownership disputes within Iraq and foreign concerns. 
No existing judicial mechanisms will be adequate to deal with the claims and disputes. 
The IDRC should immediately mange for some special structures 10 deal with these 
disputes, on an accelerated basis, and so avoid the rancor and bloodshed that will result 
from long held grudges and ftusttation. Adequate funds for reparations, from diverted oil 
revenues, should be available to make restitution and resolve disputes. This program 
concept should also be extended to ethnic groups who were deliberated targeted by the 
Saddam regime and funds made available to address their claims. Key will be the 
provision of cash compensation directly to deserving families, rather than channeling 
.. relief' through NGO's. Respect should be given to the individuals and families 
disadvantaged by a despotic regime. No overt ethnic or religious identifications should 
be use for making restitution for hwnan right violations, etc., all should be compensated 
as Saddam's victims, without regard to his regimes motivations of genocide: or religious 
pogroms. This immediate and individual restitution program should be accompanied by 
the extension of insured banking facilities and micro lending programs in even the most 
primitive of villages. Credit education programs and micro economic development 
projects should accompany the disbibution of these funds. Key will be the delivery of 
these funds into private hands. The: IDRC should encourage distribution of consumer 
goods that may be in shon supply, along with medical supplies etc 

Prosecutions 

The IDRC should also organize the effective coordination of persecution of Iraqi 
individuals for crimes against Iraqi citizens conducted under the auspices of the previous 
regime. This work should be undertaken by a commission in concert with the 
lntemational Criminal Court and seek to organize the adjudication of such matters im a 
well-publicized and accelerated manner. 
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Asset Recovery 

The IDRC should also take the lead in the m:overy of Iraqi assets and revenues 
divcncd to personal control by Saddam Hussein, bis family, and other members of his 
regime. Immediately, a commission should be assigned to recover funds from foreign 
banks and expedite, through international agreements, bank cooperation, and the return of 
lhesc funds to be used for restitution and reconstruction. These actions should be swift. 

. effective and widely publicized to give the populace confidence lhat justice is being 
served. · 

Moaetary policy aad economic atabllizadoa 

The IDRC should have a conunission to deal with the Iraq Central Bank and act 
as interface with the international monetary fund and relevant international banking 
concerns. The Central Bank may require international expertise to coordinate 
settlements, deal with inflationary pressures and otherwise regulate the monetary supply, 
consistent with the scope of the conditions post regime change. TilC Dinar may well be 
under suc:h pressure that the use of the Euro or Dollar as interim measure of stability may 
be wamntcd. This commission could continue its w9rk to coordinate the monetary 
effects of restitution payments, micro lending and other economic development projects 
that will change the flow s of cWTCncy. Attention must be give to strengthening existing 
banking structure, providing refonns, and giving the general population confidence in th~ 
banking structures and their management. A great deal of Iraqi controlled capital is now 
outside lraq and special attention should be given to making conditions attractive for the 
repatriation of these fund!s. 

Coastitutioaal aad Government reform 

The IDRC could take a leading role in developing a structure for debates and 
plebiscites for a new federal constitution for Iraq. A constitutional commission could 
organize local, regional discussions leading to a national conference on the nature and 
structure for an elected regime. Discussions could center on an individual bill of righ.ts, 
an economic bill or rights and the legal structures for a new Iraq. This national debate, 
conducted both locally and regionally, supponed by plebiscites, would give all Iraqi as 
sense of participation in lhe development of their newly liberated country. Media organs 
should be developed at the local level to allow all to give voice to their frustration with 
the past and their aspirations for the future. The plebiscites will allow the fonnation of 
local political panics, grass root activities, focused on economic and political ideals, 
separate &om individual personalities. The election of politicians would thus await the 
development of the structures to which they may be candidates for election - avoiding the 
premature development of strongmen with personal followers who lack coherent visions 
for the structures through which they might govern. These debates on the structure of a 
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new Iraq should be orchestrated and conducted on an accelerated basis, following a 
common panem set by a commission of the IDRC. 

Media/Free Press aad the lateraet. 

The IDRC should review the public infonnation situation with a view to 
encouraging a free press, multiple infonnation channels, and the dissemination of a full 
picture of the problems of the past twenty years. A commission to facilitate the 
expansion of a free press and electronic media should be conunitted to bringing new 
sources of infonnation and education throughout Iraq. Internet capabilities and resources 
should be planned for a new regime and become a vital link for providing govcnunent 
services. 

National See•rily aad laternatJoaal al"ffmeDits 

An IDRC commission should be charpd with developing a new international 
agreement to safeguard Iraqi borders. The same commission should deal with 
international debts of the Saddam regime and widcrtakc to develop settlement agreements 
with creditors. Continuity of obligations, with appropriate modifications to settlement 
agreements to conform to current conditions, should be negotiated and fonnally ratified. 

Miiitary aad Sec•rity concerns 

A great deal of the Iraqi GNP has been devoled to military projects and the 
maintenance of an inordina1ely large number of military personnel, as we11 as intcmal 
securi1y police forces. An lDRC commission should deal with the suucrural problems 
posed by these maintenance costs and develop plans for a gradual planned restructuring. 
All persoMel affected should be given assurance that their compensation will be 
continued and that a formal structure for their separation ftom military or police service 
will pul in place. These individuals have the mosl at stake in a regime change, and while 
they may be quick to renounce Saddam and all his works, they must be compensated, and 
believe they will be fairly lJ'Catcd, or they will become a very destabilizing clement in a 
transitional Iraq. Military engineers should be encourage to develop civilian projects, 
road building, housing. etc., and funded for these projects which can occupy troops in 
constrUClion work while awailing the developmenl of a funclioning economy which can 
absorb lhem over lhe nex1 several years. Border security will remain a concern and plans 
for a new security force should be developed. To provide these functions, using 
reassigned and reorganized clements loyal lo their new commanders. Existing units and 
loyahics should be carefully dispersed to prevent their continuance as a threat to the new 
government. The securily police should be immediately screened for criminals and 
those unsuitable lo police work. A new national police struClUrc should be designed to 
u1ilize trained police personnel; those untainled by repressive activities, preferably in new 
geographic regions. Compcnsalion arrangements for such pcrsoMel should be 
guaranteed and continued so as not to crcaae an organized and disgruntled community 
who could pose a threat lo the new Iraqi government. Both these important clements of 
Saddam's power must be assured that they will be compensated, dealt with fairly by the 
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judicial structures and enjoy the possibility of a new life in a new Iraq. These elements 
are victims of Saddam. who must see opportunities beyond his demise. 

Future Economic Development 

The IDRC should empower a commission to develop long range plans for Che 
future economy of Iraq. The commission should carefully review the availability of oil 
revenues. the longevity of infrastructure development and focus on life in Iraq long after 
the ll'anSition to a new regime and its first five years are history. Tourism and 
commercial activities should receive special ancntion to encourage economic 
development. private initiatives. investmmi. and similarly broadly based employment 
and ownership programs.. Government finances should be organized to limit the amount 
of GNP controlled by government spending to promote local regional initiatives and 
avoid military spending and employment in the futwe. Careful consideration of regional 
economic development with neighboring states should be used to design enduring 
economic development plans. Gtnnent manufacturing and other low cost labor 
manufacturing should be avoided along with other temporary fixes. Education 
investments should be a priority and subsidized by government initiatives. Jraqi's can 
enjoy an exceptionally high standard of living, given the oil revenue available for the 
next 30 years, but employment opportunities must be developed to utilize the intellect 
and energies of the population. The new government should encourage the 
entrepreneurial spirit, which have aJlowed Iraqi's to survive under Saddam. The socialist 
trappings of the early Saddam years should be abandoned and free market initiatives 
encourages. An IDRC commission could provide a viable blueprint for the future of Iraq. 

Sttalarism Hd t:tbnk Autonomy 

The lRDC should create a commission to focus attention on the diversity of 
religious and ethnic identities in Iraq. In addition to making constitutional changes, 
through plebiscites, to allow regional political autonomy in some federal state, the new 
Iraq must give attention to once again becoming a secular state. A commission can help 
draw up the protections required for the free expression of religion, prevention of 
negative discrimination for all religious elements. Similarly special protections should be 
provided for languages and cultures. Media attention, throughout Iraq, portraying these 
cultural differences positively, should be an immediate action to counter the history of the 
Saddam years. Education efforts should allow Iraqis to identify a positive national spirit, 
along with pride in their diverse cultural and ethnic heritage. The aggressive nationalism 
of Saddam's era must be considered, particularly in the light of the massive death tolls 
from his foreign wars. and turned positively towards the f uturc of the newly liberated 
nation. Govenunent appointments should be made with a view to promoting individuals 
without regard to regional or religious background and prove, through example, the 
collaborative nature of the new, federal Iraq 
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Current Actions and Co111clusion1 

Inherent in the foregoing narrative is a program of work to be coordinated by the 
Council of the IDRC. It envisions the appointment of ad hoc conunissions and 
committees to develop solutions to the problems delineated. The list is not exhaustive, 
nor are the conditions that the Council will have to address post Saddam. Flexible 
responses to conditions as they occur, with the Council as a focal point, and source of 
funding, are contemplated. Existing govcrmnent structures, qualified Iraqi officials and 
experts must be incorporated in aJI the IDRC work and included in the work of its 
commissions. Selection, of these individuals, as potential candidates for the CounciV and 
or the commissions, wetl in advance of the regime's change, will be key to the success of 
the IDRC. The IDRC should be the creation of the Iraqi's and the appointments 
perceived as originating from an interim govcnunent. The work of the various 
commissions, IS general guidance, can be prepared in advance by qualified individuals, 
academics, technocrats, and politicians. both Iraqi and non Iraqi so IS to accelerate their 
organization and effectiveness -post liberation from Saddam. The IDRC, Iraqi led, 
conunission on Weapons of Mass Destruction should be sc)ected and ready to operate in 
concert with the UN activities. The Council can operate immediately, in a shadow mode, 
10 make key persoMCI decisions, in advance of any regime change, so as to fulfill , 
inunediately, the critical components of their mission post Saddam. All concerned 
should agree, now, on the general concept for the next Iraq: as an independent, secular 
nation, secure in its borders, operating under a federal system with regional autonomy, 
with an economy based on £rec market principles and a minimum of central, regulatory 
control. All should agree on an early plebiscite on the structure of the new constitution 
and government. with populu elections to follow immediately. Existing Iraqi 
government structures should be preserved and refonned, pending such restructuring as 
may be required by the new collllitution. Ara inunediatc public education campaign. 
explaining this vision and schedule should be undertaken immediately. All must agree 
that lraqis should liberate themselves and plan the future of Iraq. Neighboring states and 
the UN should endorse these concepts and be willing to assist in the realization of a new 
Iraq. without Saddam. 



Iraqi Develoment and Reconstruction Council 

Thank you Sadi for this very worthy effort. 

The sunvnary outline and formal proposal that Sabri suggested is very interesting 
and has helps to know and understand some of the factOfS to be considered in 
restructuring t~ process of reconstruction and development in Iraq. 

I have some remariics to make: 

1. One thing, I woutd fike to see at some point, before an IDRC goes into 
operation, a social and economic analysis of Iraq today and Iraq 
tomorrow with measurable indicators. Where do we want to go? 

We could adopt global goals on many issues and use the indicators 
used there. Like mortality and morbidity rate In a society and Ufe 
expectancy on health sector visioning, literacy rate and boys and giris 
enrollment to school at primary and higher education level on 
education visioning, liters of water per person per day for safe water 
delivery policy, income and GDP for economic prosperity. 

2. For us to accelerate reconstruction and development we need urgent 
professional analysis to help estimate the social and economic 
benefits, the winners and losers, anQ returns on investment of public 
projects. Wrth anticipated outstanding high debt, we need to spend 
available resources much more carefully than In the past. 

To illustrate, I recall being Informed that before the events of 1990-
1991 Iraq imported enough medical supplies that indicated it had a 
population of 40 miftion people. Obviously, such wasteful overspending 
needs to1 be avoided. 

3. We will need to modernize/upgrade/enhance/revise Iraqi public service 
institutions, I would strongly suggest the IDRC include top public 
service advisory qualifications and expertise from nongovemment and 
noncommercial institutions. 

I must betray my bias here because I do believe we need the latest 
thinking and expertise I was exposed to at Harvard's Kennedy School 
of Government. I am sure there are other institutions in the world that 
could be very helpful and supportive in this regard. 



4. Iraq is not a third wortd country. We can become one of the most 
dynamic, if not THE most dynamic country in our part of the world, 
living in security and stability with ourselves and everyone with whom 
we come in contact. But we wil need some degree of outside 
professional support to take off and get up to cruising attitude. 

I would prefer to have institutional involvement because we could 
develop legally binding terms of reference that are more likely to result . 
in the professional service we would appreciate and value. 

5. IDRC need to: 
i) identify and select infrastructure projects (including education), 
i) channel resources, 
iii) plan and implement activities. 

But before that, I believe we need: 
i) a professional comprehensive analysis of where we are at, 
ii) with recommendations of where we want to get to. 

6. Once discussed and approved, with broad participation, the analysis 
and policy basis will be helpful to guide evaluation and approval of the 
projects to be supported and the amount of resources to be allocated 
to them by the IDRC. 

7. And. it is necessary to evaluate the perfonnance of the IDRC itself. 

I hope these comments and suggestions are helpful and contribute to our 
dialogue to generate effective mechanisms that will change the course of Iraqi 
history. We need it. deserve it, and it's long overdue. 

Nasreen M. Sideek 
Minister of Reconstruction and Development 
Kurdistan Regional Government • Erbil 
Northern 1£!9 __ _ 
rr e1: 1oca1 fDX6> I intemationa1 -1(6)(6) ~. 
~ Faxf(b)(6) I ----------\·, 
'1\ e-mail: 1!6)(6> I J -



1-BASIC VISIONS OF IDRC FOR THE REQUIREMENTS NEEDED TO 
REHABILITATE & MODERNISE NEW IRAQ 

Considering the wealth of Iraq, its potential, its importance for the stability of the M. East 
and the Gulf Area, the damages inflicted during the two wars and finally what the 
original LRP (long rang plan) were to aim at; the following requirements are radical: 
-New political and ·economical atmospheres. 
-Detailed new SRP, MRP & LRP plans for all sectors. 
-Finding a solution for the external debts. 
-Funds. 
-Advanced technology. 
-Efficient management. 
The following winciples are proposed. as guidelines for any consulting study wiU be 
adogted bx IDRC in the future concerning the Rehal>ilitation Prows: 

• Politics and Economics 
Post war events in Iraq, the Middle East and the reactions of the Great Powers; has shown 
very clearly that the rehabilitation of Iraq cannot be achieved without major political and 
economic changes. Democracy must prevail, leading to election of the right government 
and restoration of civil rights and the constitution. Election of a true parliament should 
follow and changes in the constitution must be maid'. The political change and resolving 
the major problems of are not objectives but means to facilitate achieving prosperity and 
well being of the nation. 
Economic development should start with expanding the agriculture and industry sector to 
increase expon alternatives Oil revenues, we will find out, will probably be committed to 
paying off debts and provide some income for major infra structure activities. In, 
agriculture, measures should be taken to modernize all the activities to increase products 
quantity and improve quality. Such measures should take into consideration the 
decreasing water available for irrigation. In industry, there are genuine needs to establish 
numerous modem light and heavy local industries. 
• Plannlne 
Planning in Iraq has been a central government function, especially since the early 
seventies. The whole plan including SRP and RLP was considered strictly confidential 
and releasing information regarding figures, especially capacities and costs, was 
considered a national crime. Locked away from the nation were the annual national 
budget, the annual account report, foreign trade figures, and balance of payment, work 
manpower, salaries & wages. 
This has been a very S'erious problem and was .totally bjased government thinking. The 
process must be open and publicly discussed to allow all views .lo be taken into 
consideration. TRANSPERANCY WAS TOT ALLY MISSING, which meant absence 
of accountability for failures to mis~dle public money and government expenditure. 

• Privatization 
A basic necessity for effective economic ~cvclopmcnt ·is for the govment of any 
country to compliment the private sector and not to act agliost it An adoption of Market 
Friendly Approach is very important Government interference is necessary only when 



things go wrong. Government priorities should be part of the infrastructure, health and 
protection of envirorunent. The government. as witnessed in the free world. should not 
handle industries and services where the private sector does better than the government. 

• Man power development 
The experience of USA, Japan and Korea in manpower planning has shown how 
important investing into educational and training programs is essential for productivity. 
IDRC will direct the Govenunent involvements and! investments to be effective in the 
following areas: 

i- Overall education and technical training 
n- Public health 
iii- Providing complimentary services 
iv- Nutrition programs 
v- Vaccination 
vi- Family planning. 
vii- Equal civil rights for men and women. 

The results of the two Gulf Wars were most devastating on the human beings than any 
thing else in Iraq. Most of the generation res;ponsible for building a modem Irag before 
the war is not there amv more. The majority migratec:J to other CQ\Dltrjes while those who 
staved behind arc mostly worried, desperate and degraded. A lot of rehabilitation for 
the new genention Is needed. 
• Market environments 

Without the right environment, not much can be achieved. Law and economic reforms 
are essential but a free market is a must. In this respect a lot from the US experience 
from the application of the famous Marshal Plan may be learnt. 

• Foreign trade 
The import substitution plans do not work unless we have free marlcet. which stimulates 
competition. To be open to the international markets is the best way to succeed in 
competition. Government interference must be maintained minimum. 

· Unless Iraq exports, it cannot import. The export must be diversified and not limited to 
minerals only. whicb is the criteria in the undeyeloped countries. 

• Local flnancial policies 
No complete political.itldependence without stable gnomjcs and no stable economics 
without corTect financial policies. Uncontrolled government spending, inferior taxation, 
price escalation and bad allocation of financial resources can be worse than colonialism. 
the history of many developing countries with good oil income is the best proof. 

, • Type C>f eoun:try rille 
A. diSturbcd faln.ily is a product of a bad family head. Any thing is justifiable by the head 
if be is the only one in control. 
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• External debts 
The biggest hurdle to the development of the ocw Iraq will be the huge size of the 
external debts. These are of five classes: 
i- Debts due to purchase of civil goods 
11- Debts due to military purchases 
iii- Debts to the Arab countries 
iv- Debts/ compensations to Kuwait 
v- Debts/ compensations to Iran 

Iraq needs the understanding of the world to resolve this problem. The expectation is that 
political and economics changes in new Iraq will ensure better understanding and 
possibly waving out noticeable part of 1be debts. Class (i) is probably a must to pay, but 
the case may be rather different with the rest. Those who competed to sell the military 
equipment to Iraq had ethicgl rqpon.ribility towards what happened in the region. 
Mutual interests of the concerned co\Dltries of the Middle East especially Kuwait and! Iran 
shou_ld be taken into considerations. There must be a price (or stable Ing, As ~possible 
outcome to this prio.ciplc, classes (ii) to (v) become negotiable. However, regardless of 
the outcome a lot will be left to pay off. The obviious source of funds will be the oil 
export. 

2-SPECIAL OBJECTIVES FOR IDRC 
Some important objectives IDRC have to focus on especially in the interim phase arc the 
development of agrlcaltare, reconstruction of irrigatioa, and rehabilitation of 
Edµcatiooal sectors, these three sector has to be adopted fully and for long term by the 
IDRC considering th.em the most loveable babies which needs intensive eve. 
Developed and healthy agro-irrigation system in new Iraq will represent second finaclial 
resources after oil, and fair, modernized education system will represent the most 
transparent human resources. 
IDRC according to its structure and special position inside the new Iraq body will be the 
best organ to approach and attract the relevant international and regional organizations 
(Financially, technologies, researches, programes) needed and interested in investing and 
developing the above sectors, American companies will be a big player in such game. 
ltrtv:atiOfl & AJrlcSiltare Sector 
- lrd1ation 
Irrigation projects in Iraq have always been a priority, especially now. The amount of 
water coming to Iraq from Twkey and Syria has been greatly reduced due to the 
increasing activities in those two countries. Turkey has been active in construction of 
·dams during the last l S years. Iraq bas recently started conserving irrigation water by 
using spraying and sprinkling techniques. Center pivot irrigation equipment, and other 
kinds, bas been introduced to Iraq. Future plans are expected to inclqde: 

• Rehabilitation of ground water resources by drilling wells arid · practicing effective 
·water.management. 

• Rehabilitation of ptunping stations 
• Maintenance of irrigation projects 
• Expansion of drainage water projects 
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• Surveying and monitoring of water storage projects 
• Surveys of water 6 soil analyses 

- Aericultpre 
Agriculture has been the biggest failure throughout the life of the regime from the start in 
1968. Despite the vast amount of money spent in this sector, the two wars proved the 
intensity of that failure. Iraq would not have suffered that much bad the agriculture sector 
was capable of solving the food requirements of the country. The sector is in real need of 
revolutionary plans, to go band. in hand with the right inigation policy. The plan should 
include the following: 
• Expansion and div,ersification of domestic crops & vegetable production 
• Enhancement of vegetable and fruit production 
• :Enhancement & diversification of domestic animal production 
• Enhancement & diversification of poultry production 
• Enhancement of fish production 
• Establishment of Agro- based industry 
• Enhancement of Agro- meteorological research and monitoring 
• Expansion & Modernization off ann mechanization 
• Enhancement of forestry & plant protection 
- Education Sector 
The education sector is in desperate need for expansion and modernization in schools, 
colleges and universities. 'This includes laboratories, libraries, and considerable use of 
computers. 

3-WHO DERSERVE TO CONIUBUTE IN BUILDING NEW IRAQ? 
I suggest adding the following statement "especially the American comp. Or 
organization or Institutes" after every statement contains "international 
comp.etc"mentiond in our joint draft to show ow appreciation for the main roJe of the big 
brother to the new Iraq. Practically speaking we can tackle such subject by reminding 
the reader that many international potential companies and venders conbibuted in 
buildillg the main sectors in Iraq for the last 4 decades and IDRC strongly believes thai 
the Aineri¢ail cotnj)atleis .. institutions. and V ewiors will be the best bet for sucb mission 

·,. ih the new .IAQ era compared to other competitors. And the following are the main 
competitors as showed in·cacb sector: ." 

- Engineering and procurement of refineries and petrochemical complexes: Canada, 
Britain, Germaby, Korea and Japan. 

- Engineering and procurement for tile crude oil industry:, Canada, Britain, 
Germany, France, Italy, Japan, Russia, China and Korea . 

. Exploration and developments of crude oil fields:, France, Japan, South Korea, 
Britain, and Italy. . 

- Electricity: Britain, Austria, Germany, Korea, Japan and partly China and South East 
Asia:. . . ' 
:cotmhbhlcations and telecommunications: Germany, Japan and Korea 

- Car indUstry: Germany, France, Italy and Japan 
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- Steel industry: Germany, Britain, Russia, Japan, Korea and China 
- Irrigation and agriculture: Canada, Australia, Spain, India 
- Medical: Canada. Britain and Germany 
- Housing: Spain, Turkey, and selected countries from S. E. Asia. 
- Water and sanitation's: Canada, Britain and Spain 
- Food industries: Canada, Britain, Germany, Italy, Spain 
- Education: Britain, France, Japan, Germany, Italy and Spain. 
IDRC through its deferent departments will help the Americans to have the leading role 
in the rehabilitation and rcconstractiop of new Iraq. as a steering general contractor/ 
consulting fum/ co-coordinator. and/or to make them capable of giving some of the 
works to other international companies as a subcontractor especially to these companjes 
~their countries had good political stands toward the creation of the new Iraq. 
(Detailed plan can be doae upoa request) 

Sadl Aburkalbeh 
Virginia, Nov 16 2002 
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Other Infrastructure 



Inputs from UN reports nasreen sideek, Jan 2003 

Railways 

The Iraqi Railways plays a great part in the transportation of food and agriculture 
products, beginning with the first stage of farming by providing fertilizers, seeds, etc. This 
kind of transportation from most of the cities in Iraq to different parts of the country requres 
special wagons and roDing stock. 

Most of the transportation of food that arrive at Um.Qasr port under 986, especially grains 
and rice, are carried by railways to most cities of Iraq. The Iraqi Railways cannot fulfiH Its 
obligations~ distribute the required quantities of food due to the tacit of spare parts for 
locomotives and wagons, which are needed for this huge transportation task. 

The number of operating locomotives has been reduced to 65, and the operating number 
of wagons redue&d from 11000 to 1000, representing different kinds of wagons, because of 
this shortage of spare parts needed for major maintenance. 

The Iraqi Railways need 365 locomotives per day to be In a position to assure a minimum 
standard of transportation service. Moreover, the condition of the present railway track 
system, totaling about 2500 KM, is not In a state of repair which pemits the acceptance of 
this number of locomotives and wagons, because of the non availability of spare parts and 
materials for maintenance of the tracks, including spare parts for track-maintenance 
machines. 

This situation affects the capacity and the safety of the rail transport system, and will only 
deteriorate further unless urgent measures are taken to halt the decline. 

Ports 

1. The port of Um-Qasr is now the only port in Iraq authorized to receive commodities 
imported to Iraq under 986. Since 1991 the port facHitles have not been maintained 
and consequently they have now degraded to an exten~ wh;;h Is severely limiting 
the ability to handle humanitarian suppUes. To prevent further degradation In the 
situation ii is necessary to dredge the entry channels and repair the port facilities. 

2. Dredging. Prior to 1991, the channel and wharf could accept vessels with a 
draught of 10.5 meters. Today that draught has been reduced to 8.5 - 9 meters, 
and as result larger vessels dlschcrge in Jordan, (Aqaba), and goods are 
transported by road ~ Iraq a distance of 1350 KM. This adds 4 to 5 days to the 
trans~ time and increase transport cost by $38-40 per metric tons. Dredging the 
channels and port -Mii increase in the capacity of Um-Qasr wll lead to an increase 
in the capacity and result in more vessels using the port. This will increase the rate 
of delivery of Humanitarian Supplies into Iraq and reduce the landed cost of goods 
by $38 - $ 40 per metric tons. 



3. Port Facilities. The state of port facilities has similarty degenerated. Mechanical 
handling equipment is old and inefficient; safely equipment including fire fighting 
equipment, is obsolete and unreliable; auxiliary power, essential to provide 24 
hours operation and for safety and security, is oon-existent. The avaltabltity of tugs 
and pilot vessels Imposes delays on berthilg and accordingly on the speed of 
discharging humanitarian suppties. The speed of discharging has a direct effect on 
the receipt and ultimate distribution of humanitarian supplies, as well as the total 
cost of commodities. Any Improvement in this area wll have a positive effect on 
the humanitarian Programme. 

Land Transport 

To r,arry COfllnOdlties from Umm Qasr and Trebil, different trucks (flat semi trailer, 
refrigerants, open trailers lorries of different kinds and capacities are required for this 
purpose. More than 10000 (ten lhousand) trucks are required per year. 

Public Transport 

To overcome congestion In r.arrying public throughout the country (towns and rural areas), 
different kinds of busses are required (city and inter city mini busses, coasters, etc.). Since, 
trains could not meet the demand. 

In IK there are more than 5,000 old buses that need to be replaced, and more also need to 
be procured. Or private companies should be encouraged to run a service of offering 
transport. 



Economic Policies and Priorities 



Sinan Al-Shabibi, 24.10.02, Draft 

The Iraqi economy 

Restoring stability and resuming growth 

Some thoughts on the required Actions 

Iraq is the only country in the Middle East combining human and 

natural resources in almost an optimal way. The fact that growth has been 

retarded lies basically with development strategics, economic policies and 

regime's adventures. 

In the seventies and despite the development of infrastructure and 

the attainment of reasonable growth rates, militarisation of the economy 

wu a high priority for the regime for internal and external reasons. Iraq 

built a very sophisticated military industry but remained o~e of the highest 

anns importers in the world. The oil sector financed both military 

industrialization and military imports. It also financed most industrial 

inputs and most food needs. Therefore, Iraq ended the decade of the 

seventies with higher dependence on oil than in the beginning of the 

decade. But also ended the decade with huge financial reserves thanks to 

the successive increases in oil prices and the limited capacity to invest in 

the civilian sector 

Iraq started to develop a debt problem with the beginning of the 

war with Iran and the need to finance this war. This together with increase 

in military imports put pressure on the dinar under which case inflationary 

pressures were ·increased. Also with the diversion of resources to the war, 

the regime, in the middle of the Eighties, allowed the private sector to use 

its assets abroad to import civilian goods. But those assets were not 

actually used, instead, the Iraqi dinar was smuggled to neighboring 

·. 
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countries to be exchanged with foreign currency. This had further adverse 

effects on the value of the dinar amplifying the inflationary pressures. 

The war with Iran left Iraq with a serious need for financial 

resources. To get out of this situation, Iraq needed an increase in oil prices, 

additional external finance and debt relief. This provided the economic 

reason for the in1vasion of Kuwait in I 990 

But the invasion and the subsequent war resulted in the imposition 

by the UN of a comprehensive embargo barring Iraq from exporting oil. 

The war also resulted in the imposition of a huge bill of war reparations. 

Those e:vcnts caused an economic crisis cbaracteriud above all by 

a serious shortage of financial resources. The embargo reduced the 

purchasing power of the economy. leading to a shortage in the supply of 

goods and services. 

The introduction of rationing went some way towards meeting the 

need for food. But the provision of services - in particular those relating to 

health and education - has been severely undermined. 

The loss of oil revenues led, inevitably. to the weakening of the 

currency. Increasing the supply of money- money printing- makes matters 

worse. With a foreign exchange shortage, the currency collapses. 

This is what happened in Iraq, showing that money printing was 

not a correct response to the problem. The effect was soaring inflation, 

with severe social and economic consequences. 

Therefore the inflation in the country was the result of the embargo 

and the way the embargo was dealt with, especialJy the practice of money 

printing at least until the end of J 996, the date when the implementation of 

the oil-for-food started. 

., 
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Inflation forced people to liquidate their assets in order to survive, 

thus creating enormous disparities in income and wealth between the rich 

and poor in Iraq, and causing the middle classes to virtually disappear. 

At the same time, it is becoming obvious that the continuing 

deterioration of basic services will have a detrimental long-term effect on 

health and education in Iraq. The country's isolation from the outside 

world has also meant that Iraqis' access to modem technology has been 

blocked • another factor likely to cause Jong-tenn problems. 

Another facet of the long-tenn effect of sanctions and its 

inflationary consequences is the development among the population a 

sense of dependency and reliance, which had a severe effect on 

productivity. This dependence is seen in three ways. Dependence on the 

state through the ration, on relatives abroad and on the liquidation of 

assets. 

The introduction of the UN Oil-for-Food program helped in the 

supply of basic necessities and lessened the need for money printing. This 

stabilized the rate of exchange of the dinar and subsequently inflation. 

Any future government in Iraq will have to address the problems 

emanating from sanctions, inflation, debt and reparations, as well as 

putting the country back on the path of development. Moreover, a host of 

. social problems emanating from displac,ement, wars and sanctions will 

have to be tackled. 

There is a need, therefore, to find immediate solutions to ensure 

economic stability and reverse the deterioration of social conditions - with 

all the implications of its threat to political stability. But while these are the 

immediate priorities, longer-term macroeconomic policies and a 

development strategy need to be devised to allow the resumption of 

growth. 
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A programme for stabilization and growth 

The current situation is therefore characterized by high degree of economic 

instability, which could continue to afflict the Iraqi economy for years to 

come if it is not addressed and remedied. This instability is manifested in 

the hish inflation and the resource deficit and the deteriorating social 

conditions. The instability will continue to adversely affect the economy 

because of payments of debt and reparation if those payments are not 

restructured. Therefore for Iraq to resume growth it must first restore 

economic stability and creates the conditions to sustain it. 

1. Rgtortng Economic StabWtv 

Top priority must be given to raising the external value of the 

dinu' and controlling high inflation, because of the adverse economic, 

social and political consequences of this. Jn other words, the immediate 

priority is to restore macroeconomic stability. 

With high inflation basically engendered by the collapse of the 

currency, it is almost impossible to implement macroeconomic and 

development policies effectively. The private non--oil sector will see the 

resources that it wants to use fot impons continuously declining in real 

terms thereby ruining development prospects. With high inflation, it is 

always difficult to maintain a budget surplus (something important in the 

first stages) because government expenditure is detennincd by the high rate 

of increase in the price level, while revenues keep losing their real value. 

' In KurdiS11n, the \'lllue of the Iraqi dinar is very much higher (The Dollar equals 11 dinars whcru m the 
rest of Iraq 11 is almost 2000 dinal'$). While the fact that 1hc: true Iraqi dinar" used 1n Kurd1S11n has 
something to do wnh this dirreren« in the value, n is also rcl&llN to Ille f1e1 that the 1uthor111cs do not 
print money (the quanttty in c1rculat1on docs no• c~ni;c) and also 1hc region v.·11 rccct\•tng financ:1al 
nows from UN 1i;enc1es since: 1991. 
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High inflation also cripples, to a greater or lesser extent, some 

important tools of monetary policy because the cost of capital is high. This 

is detrimental to investment in the private sector, which finds the 

purchasing power of its cash flow being continuously eroded by inflation. 

High inflation will also make it difficult to establish guidelines for wages 

because of the indexation problem. Wage levels will contribute to the high 

cost of production. Needless to say, inflation buns the poor and fixcd­

income earners. The high inflation in Iraq at present is causing enormous 

social problems, such as increased crime and is creating a new social 

situation under which savings and real assets are being liquidated to meet 

immediate needs. There is also a widening gap between rich and poor in 

the distribution of both income and wealth. 

If inflation is not reduced, it is likely that political protests will 

take place. Repiasive measures must not be used to quell those protests. A 

resolute effort to address the question of inflation, as explained below, 

should help stabilize the situation. 

It should be noted that once a political change takes place there 

would be a sudden favourable effect on the value of the dinar since the 

maricet will expect that sanctions will be lifted. However, it is the 

behaviour of some additional market fundamentals that will also detennine 

whether that favourable change will be maintained. 

So, what are these fundamentals and what are the actions needed to lift the 

dinar and reduce inflation? 

I) The mobilization of substantial volume of financial resources. This 

mobilization has two dimensions: international and regional , and domestic. 

It is of course very difficult to ascertain the level of reserves and 

the budgetary situation of the country due to the lack of data. Such 

information is important for estimating the financial assistance needed. 

However and irrespective of this the following steps are urgently needed. 
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a) On the international and regional level: 

i) The release of Iraqi assets abroad. Available data indicate that those 

assets amount to USD 2 billion in the US and USD 1.8 in Arab countries. 

As pan for the relief efforts for the Iraqi people the settlements of any 

claims on those assets must be dealt with later 

ii) The immediate approval by the Security Counci I of the contracts 

approved by the sanction committee as part of the oil-for-food programme. 

Moreover, all the contracts put on hold should be expedited. In addition an 

the unspent balances in the escrow account of the UN must be made 

available to the new Iraqi authorities. 

iii) Iraq should be aUowed . to reach or approach its maximum oil export 

capacity. Its re-entry into the oil nwket should be accommodated without 

adversely affecting the oil price level. This wilJ require maximum 

cooperation by OPEC members, even though many of them are suffering 

from budget deficits. These countries are certainly aware of the suffering 

Iraqis have gone through, and should also be aware that the economic and 

political stability of Iraq will have favorable repercussions on regional 

security. Agreement on a new oil production Jevel in Iraq should be a 

process of dialogue and negotiation with other OPEC members, a process 

by which Iraq can reintegrate into the region and the international 

corrununity . 

.Jn any case the entry of the Iraqi oil will not affect OPEC or the· 

share of Saudi Arabia in OPEC at least in the short run. In the medium and 

the long run it is expected that demand of petroleum will increase 

especially from developing countries. There will therefore be more 

flexibility in production sharing decisions. 
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iv) Standstill2 should be granted to Iraq on the payment of debt and 

reparations. If this is not done then Iraq may remain in deficit. (While 

sanctions used to cause the resource deficit, payments of debt and 

reparations may later become its principal cause even if sanctions are 

lifted). Experience shows that high debt service payments engender 

economic instability and f ucl inflationary pressures. 

v) The regional and international conununity should extend financial 

assistance to Iraq. This assistance, which should be on concessional tenns 

or preferably in the fonn of grants, would assume panicuJar im~n.ance in 

the event that the re-entry of Iraq into the oil market was only panially 

accommodated. 

Aid donors (bilateral and multilateral) prefer to work in a 

coordinated manner. The new Iraqi authorities should organize an 

international conference to be attended by Iraq's creditors and potential 

donors (bilateral and multilateral). In that conference an estimate of the aid 

required ~nd the relief needed is presented. But the conference should 

listen to Iraqi policy makers outlining their vision about the future 

development strategy and its orientation. The conference should also hear 

the various financial institutions giving an idea about their possible 

contribution to the implementation of the development strategy in Iraq. 

These measures, if unden.aken, would indicate goodwill on the part 

of the international community towards Iraq and would contribute, in an 

important way, to its stability. Success in the mobilization of resources 

: A stands1ill 1s an • lll'eement bct .. ·ccn the debtor and us crednors 10 1cmpor11nly defer pa)mcnt or Ion~· 
tc:nn dcbl and freeze shon-tcrm debt. The agreement normally stipula1es 1ha1 the cx1cmal pa}mcnlS 
pos111on docs not worsen during ncgo11111on. A mon1onum ma1y 1akc the form of unilateral acuon. In 1u 
ancmpt 10 rcintesratc 11nto the intem1111on1l community, Iraq should op1 for a standstill . 
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depends on Iraq' s creditors in the region and/or outside the region, the UN 

and other oil exporting countries. 

bJ On the domestic level, Iraq should complement the actions of the 

international community by refraining from money printing to finance its 

expenditures, since it does not have at this stage (the shon run) the 

productive capacity to back this additional money supply. Money printing 

can, however, be tolerated if foreign exchange flows into the country, but it 

should be carefully synchronized with the growth in domestic production 

and foreign exchange. 

Government expenditure should be tightly controlled, but suppon 

for agriculture and other essential services will remain imP9rtant during 

this period. Agriculture, for example, is a labor-intensive sector and 

employment will be a serious problem facing Inq, especially when a large 

pan of the army is demobilized. 

These actions by Iraq, regional states and the international 

community should be undertaken rapidly in order to arrest any sources of 

economic or political instability.3 

At this stage it is not advisable to manipulate with the nominal 

exchange rate in an administrative way. Doing this will exacerbate 

instability. The best way is to help create the fundamentals that will affect 

the exchange rate. This means that the Iraqi authorities with the help of the 

international community must try their hardest to mobilize the necessary 

resources especially those emanating from increasing oil exports and the 

. suspension of payments of obligations. An administrative decision about. 

J Some expcru. while analyzing 1he pocen1ial fae1ors for pohuc:al instability in Iraq after a polnic:al 
change has iaken place, as.sen that "1hc political stabilily of any poS1°Saddam government will be 
detennincd by the ec:onomy ... and if1hc Uniled Siatcs. Kuwait andl other& do not show goodwill towards 
1his aowmment, lhrough generous and immediate economic: assisiance and relief, we could rac:c a 
revanc:hiSI Iraq" sec Parasiliti, Andrew, "Poli1ical R11k in Iraq", Middle East Economic: Survey, 24 May 
1999. 
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the exchange rate that ignores the market fundamentals will help create a 

black market exchange rate. There might be some political temptation by 

the new Iraqi authorities to adopt a new exchange rate, which, in all 

likelihood, wilJ not reflect the market fundamentals. This should be 

resisted. That does not mean however that if the market value of the rate 

stans to improve then a new exchange rate is not adopted. The decision of 

the monetary authorities should be to a large extent market driven. 

· c) Th~ resources thus accumulated should be used immediately: 

- For imports, especially of consumer goods and food as a matter of 

priority. This is not inconsistent with the aforementioned policy of 

supporting agriculture. The latent demand for agricultural products and 

food in Iraq is almost certainly so huge that supply from imports and 

domestic production will be needed during the short term. 

- For the provision of social services, 'especially in the fields of heaUh 

and education. UN repons stress the poor state of hospitals, and the 

shortages of medicine and medical equipment, and school materials. 

- For reconstruction and rehabilitation, especiaJJy of power and water 

plants, sanitation, sewage facilities and telecommunications. 

- For a new program of human development and technological 

rehabilitation so that Iraq can bridge the technological gap as far as access 

to information technology is concerned. This gap has been caused by 

sanctions and government policies, which prevents access to infonnation 

in general. Information technology wiJl be an essential prerequisite for 

·. growth in the next decade. 

Those policies and measures, especially the import of essential 

goods, should help stabilize the economic, social and political situation, 
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and put the country back on the path of development and growth through 

the implementation of macroeconomic policies and development strategies. 

It is therefore clear that our main concern is to regain stabiJity 

through economic measures, which are to be implemented as quickly as 

possible. The package suggested above can indeed be initiated rapidly 

because it does not depend on production or trade. In correcting their 

external payments position, many countries resort first to external 

financing, which provides a breathing space to stan adjustment policies. 

2. Maintaining Ecooomlc Stability 

When the countty succeeds in mobilizing the resources to finance 

the deficit and the situation now is relatively stable, Iraq should exert every 

effort to control the deficit and maintain this stability. It is therefore 

essential that it does not slide back into a situation of large deficit in 

resources. If the deficit recurs, it will again lead to a lower value of the 

dinar and inflationary pressures. Maintaining stability will depend more on 

domestic effort and macroeconomic policies and less on the infusion of 

financial resources, as in the period of restoring stability. The 

macroeconomic policies, however, do not need to be excessively restrictive 

since they can be complemented by infusion of resources from the crude 

oil sector, which, it is hoped, will regain the level that Iraq is able to 

produce. Here again the importance, once more, of Iraq's regional and 

international environment should be emphasized. In other words, for the 

smooth working of the policies to maintain macroeconomic stability, Iraq 

needs to avoid external shocks (such as an oil·price collapse), and the 

purchasing power of its expons must be maintained. 

Therefore a friendly and favorable regional and international environment 

for Iraq remains essential. Jn this regard the following are imponant: 
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i- Iraq should cooperate with other oil producers to bring about a price 

level that guarantees it the required level of revenues, but at the same time, 

Jocs not unfavorably affect the economic prospects of oil-importing 

countries. developed or developing, whose demand for oil Iraq, like other 

oil exporters, has every interest in maintaining. The most important point 

m this respect is that for Iraq to secure to ·the maximum extent possible 

some son of stability and. predictability in the oil price behaviour. This 

however is. not easy since oil price increasingly depends more on market 

forces and Jess on actions of OPEC members. Dialogue between oil 

producers and consumers is thus essential to ensure security of the supply 

of oil and the demand for it and to reduce the fluctuations in oil prices. 

Stability and predictability of oil prices is essential for the implementation 

of development objectives. 

ii- Having agreed with its creditors and the UN on a temporary 

standstill on the payment of its obligations, Iraq should propose their 

renegotiation. Without going into details, many initiatives have been put 

forward to restructure the external debt of developing countries. These 

range from forgiveness to mere rescheduling. It is, however. not easy to 

suggest any specific solution or initiative without having a clear idea about 

the structure of the debt. What is certain, though, is the need for debt reli"ef 

to ensure that high debt service payments do not restore instability and 

impede the growth prospects4
• 

External debt management aims at resolving the debt problem 

without adversely affecting the growth prospects of the economy or 

worsening the social situation. This management requires, as a starting 

• Iraqi dtbl 1s mos1ly b1la1cral. h is owed to Govrmmcn1s or euuan1ccd by Go"cmmcn1s. In general 
bilateral debt is more easily restructured 1han multi lmcral debt. · 
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point, defining a debt strategy with a view to closing an external financin,g 

gap supposed to have been caused by, among other things, debt payments. 

Fonnulating such a strategy requires building a centralized debt database 

(This database does not exist in Iraq at present). This database will record 

all Joans, terms, sectors and balances. The debt strategy is composed of 

two components, debt restructuring and new financing. Jt is difficult to 

know before hand whether debt resuucturing as such is enough to close the 

gap or the country may also need new financing. Therefore the first action 

is to negotiate for restructuring the debt since new financing may incur 

new debt on the country. The restructuring is nonnalJy effected through 

various operations like rescheduling debt flows or stocks, debt swaps (for 

equity or new debt}, and forgiveness. All of these operations will 

connibute to narrowing or closing the financing gap mentioned above. 

However, the debt negotiator will opt for a certain operation taking into 

account the specific characteristics of the economy and the contribution of 

the operation to the closure of the gap. 

The negotiations of these operations may need to go through the 

Paris Club for debt rescheduling and restructuring. This requires a reform 

programme supported by the IMP. Iraq therefore needs to build capacities 

to. enter into negotiations (with the IMF and the Paris Club} since 

experience is lacking in this regard. It is possible that through the UN or 

the Brenon Woods institutions, Iraq can obtain the relevant expertise. 

There arc also historical precedents as far as the war reparations 

are concerned. Lessons can be drawn from the Gennan experience after the 

First World War. Also, the claims on Iraq submitted to the United Nations 

Compensation Conunission amount to more than S300bn but the vast 

) Debi stnuegic:$ ar~ no1only 1he ones that i re mentioned in the: text. In a paper pubhshcd by the Middle 
Eu1 ins1ilu1e (Prospects of Iraq's l::conomy, Facing lhc New Reali1y• in Fuuirc of 1..-q, Calhrcsc J. (Ed .>. 
Middle East lnsututc:. Washington D.C., 1997) I $Ug&estcd that one of the scenarios should be thal Iraq 
pays neither debt nor rq>1n11on if 11 docs no11nain ndc surphu. This assumes 1h11 1mpons have pnonly 
on paymen1s ofdeb1 ind reparauon. 
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majority of those claims are those of governments and corporations. 

According to UN Security Council resolution 687, the payment of 

reparations should take into account the needs of the lraqi economy. 

Gennany, after WWI, received financial assistance enabling it to reduce 

the burden of war reparations. 

The last thing Iraqis want to see is the return of a resource deficit. 

While the deficit has resulted from sanctions, when sanctions are lifted it 

could also result from payment of debt service and reparations. And it 

should be clear that Iraq' s economic problems such as inflation and 

shortages arc directly related to the deficit. In the final analysis, it is the 

adverse effect on the importing capacity of the country that needs to be 

addressed. This import capacity can be negatively affected by a shortfall 

in, or collapse of, export earnings or by claims on those export earnings 

through payment of debt and reparations. 

If a situation of resource deficit returns, then inflation will also 

return together with macroeconomic instability. History provides many 

examples of deficits accompanied by inflation. Many Latin American 

countries experienced hyperinflation because of debt crises in the 1980s. 

Gcnnany's hyperinflation period in the 1920s was panly the result of it 

having to lower exchange rates to generate a huge trade surplus to meet 

reparations payments. 

The above shows that a solution to the problem of external 

obligations of Iraq must be found. lt can come through negotiations and 

agreements with the international community and the UN: 1t is not in the 

interest of Iraq to take unilateral action. 

Despite the negotiations efforts, a,ppropriate policies must be 

followed. Those policies should help in the control of deficit and perhaps 

eliminating it. If Iraq succeeds in increasing its oil production and exports 

and have its external claims negotiated, then with a prudent fiscal policy 
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the deficit can be controlled and a surplus possibly generated. The fiscal 

policy should concentrate on the expenditure side at this stage. Military 

expenditures should be greatly reduced. Expansionary fiscal policy should 

however remain necessary especiaJly for essential services and for the 

agricultural sector. 

Although the immediate objective in the short run is to restore and 

maintain economic stability, this is not the only goal. A lot of work needs 

to be done to design policies for implementation at a later period. There 

should also be an initiative to draft a new constitution and laws to ensuTe 

democratic rule,. including electoral and press-freedom legislation. Also, 

work should be done to prepare progrum to ensure the resumption of 

economic growth and provide solutions to the huge social problems caused 

by wars, sanctions, displacement and re-allocation of Uie military 

workforce to the civilian economy. While these programs must be 

vigorously implemented once economic stability is ~ained and 

maintained, this does not preclude the provision, at this stage, of financial 

resources to agriculture and the social sector, because of their obvious 

contribution to stability. However, the real, and the most efficient solution 

to the displaced population and the released military workforce lies in 

achieving high growth in the civilian economy, since this will determine its 

capacity to absorb additional labor. 

In the shon run, therefore, while stability is a priority, designing 

policies and programs and paving the ground for building institutions is 

also imponant. 

3. Resumption of Growth 

When the economy attains economic stability, is able to maintain 

it, and gets reintegrated into the world economy and community, Iraq can 

proceed to implement an orderly development strategy that ensures faster 
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growth. At this stage one can only outline the overall policy prescriptions 

and the orientation of future development strategy. The recent experience 

of the Iraqi economy is one of mismanagement, wars and comprehensive 

economic sanctions6
• Therefore the development strategy should be based 

on a new orientation. 

Development policy in Iraq has always stressed the importance of 

diversifying the economy by lessening the dependence on oil. The 

achievements in this regard arc far from impressive, but this objective now 

assumes greater relevance and importance. This is due to the fact that there 

is now doubt that the external sector, especially if relief. from external 

obligations does not come about, will still be able to finance the domestic 

sector. There is a pressing need to increase the efficiency of the non-oil 

sector so that its contribution to ovcraJI output and growth is increased. 

Based on this, the emphasis of the new orientation should be: 

- On the intenSive use of economic policies to mobilize resources· 

for development, not merely to attain and maintain economic stability and 

- On redefining the sectoral priorities both in terms of production 

structure and of ownership. 

The use of macroeconomic policies in economic management of 

the non-oil sector will involve a different relationship betw~n the state 

and the private sector. Jn the past state intervention in Iraq was driven by 

ideological motivations, giving the public sector the leading role in the 

development process. This Jed the state to establish many enterprises in the 

productive sector and to become involved in smaJI operations in the 

distribution sector. But the state ended up financing those enterprises 

because they operated inefficiently and at a Joss. The state, therefore, 

' Sec al·Shabibi. Sinan "Prospects of Iraq's l:'.conom)'. FacinG the New Reality" in Future of Iraq, 
Calbresc J. (Ed.), Middle East Institute. Washini;ton D.C., 1997. · 
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intervened through microeconomic as much as macroeconomic 

management. Moreover, because of the ideological nature of the 

intervention, the state's relationship with the private sector has often been 

confrontational. FinaJJy, the state was unab]e to rea1ize the advantages that 

could be reaped through combining ample resources with good 

macroeconomic policies. The potential contribution of the availability of 

financial resources to effective and development-friendly macroeconomic 

policies was not realized. 

Direction Of Macroeconomic Policies 

The objective of fiscal policy is, in the long run, to diversify the structure 

of government revenues in order to reduce the dependence on the oil 

sector. On the revenue side the govemmertt will have to establish an 

efficient tax system. Without going into detail, government expenditure 

will have to be rationalized and ~e ratio of military .to total expenditure 

substantially reduced. The development dimension of fiscal policy 

involves, inter alia, granting incentives to suppon development in the non­

oi l sector, especially of the private sector, including policies for regional 

development. It is, ·of course, impossible to have a budget surplus or even a 

balanced budget excluding oil revenues. But the budget deficit must be 

minimized. This is because the financing ability of the oil sector will, from 

now on, be weaker, since it will also have to finance debt service and 

reparations claims .. Under these conditions the government will have to 

rcson to deficit financing, thus reducing the latitude for monetary policy. 

Monetary policy needs the right infrastructure, in particular rcfonn of the 

financial and banking system and, more importantly, independence for the 

Central Bank. Otherwise, the Central Bank .will end up financing the 

budget deficit. But the independence of the Central Bank does not imply a 
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neutral stance vis-a-vis the development process. The Bank's policy should 

be to ease credit to the non-oil productive sector, especially the private 

sector. Resources for this purpose can be generated from the reduction of 

military expenditure and the relief from external obligations, should this 

· materialize. The channeling of resources to society wiJJ be through the 

specialized development banks, which means that these should be assisted 

for a period by the government. 

Exchange-rate policy was never adopted in Iraq before. The exchange rate 

was historically detennined by the surplus created by the oil sector. 

However, the real economy in Iraq is the non-oil sector, and an oil­

dominated, overvalued exchange rate might be detrimental to its prospects. 

It is very difficult to form an opinion on this issue at this stage. but a 

realistic exchange rate for the non-oil tndable sector may improve its 

competitiveness, given that the diversification of sources of foreign 

exchange will, from now on, assume a high priority. The realistic exchange 

rate will not affect oil exports because these are doJlar-denominated. As a 

result, the government's impon capacity will not be affected by a change 

in the exchange-rate policy, as long as imports are paid directly or 

indirectly through oil revenues. However, the government should use its 

oil revenues to mitigate the harmful effect of a more realistic exchange rate 

on the impon 1capacity of the private sector. 

Sectoral Priorities 

Sectoral policies have two dimensions, ownership and productive 

structure: 

As far as ownership is concerned,. the private sector should play a 

leading role in the development process. This is one way of developing the 

non-oil sector. The state should play an important role in the provision of 
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an enabling environment for the private sector so that it can assume a 

development role through its macroeconomic policies. Apart from 

efficiency considerations, emphasis on the private sector will be a matter of 

n1.•ccssity. The government has limited choices in this respect, since it will 

he burdened by the payments of debt (which is public in Iraq's case) and of 

reparations, if relief qid not materia1ize. Privatization is one way of 

encouraging and developing the private sector. However, privatization 

schemes undcnaken in Iraq in the second half of the J 980s were driven by 

the need to finance the war with Iran, and efficiency considerations were 

secondary. In addition, many of the state enterprises were sold at book 

value to the government-Jinked private sector. The sb'ategy governing the 

reliance on the private sector will have to be reconsidered and reevaluated 

with a view to putting efficiency considerations first 

With respect to the productive structure, the priority should be on 

human development and agriculture, especially after the economy regains 

stability. The economy suffered, as mentioned earlier, from isolation 

because of ideological reasons and international sanctions. It was therefore 

unable to reap the benefits of new technology, especia1Jy in the 

communication and information sectors. Thus, at present, Iraq is not we11 

placed to reap the benefits of globalization and meet its cha1lenges without 

serious cff ons to enhance its technological base in these areas. Another 

productive sector that should receive considerable attention is agriculture. 

Its development should save the country substantial amounts of foreign 

exchange, a precious resource in a future Iraq. Through agriculture, Iraq 

can generate foreign exchange through expon earning and/or import 

.saving. Jn addition, reviving this sector does not require substantial foreign 

exchange in the first place. In the industrial sector. light industry, 

especially food processing, should receive priority because of existing 
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domestic demand and its export potential. Development of other sectors 

should be based on careful market studies that take into ~ccount domestic 

and foreign demand conditions and existing supply capacities in the region. 

The development of these sectors and any other sectors, which can 

generate in a short time the required foreign exchange, can also be 

financed by foreign direct investment (FDJ) by Arab and multinational 

corporations because domestic resources may not be sufficient for 

consumption and development purposes. FDI, which can be undertaken 

within the development strategy of the country, is a source of finance and 

technology. Another source of finance is Iraqis resident abroad. 

The development prospects of the Iraqi economy wiJI depend to a 

great extent on its integration into the world economy and the global 

trading and financial systems. 

The objective of this integration is to enhance the growth prospects 

of the economy especially its non-oil segment. As far as trade is concerned 

it is imponant that Iraq diversifies its export structure through maximizing 

exports from the non-oil sector. While this requires that policies be 

designed to achieve this objective, on the international multilateral level, 

market access is very imponant. The rules for such access are negotiated in 

the World Trade Organization. When accession by Iraq is contemplated it 

will have to take the development dimension into account. Iraq will have 

every interest, together with other developing countries, to enhance the 

concept of the special and differential treatments so that the rules of the 

WTO accommodate the concerns of developing countries including Iraq. 

Iraq will' also need to integrate in a development fashion into the 

international financial system. This will involve renewing dialogue and 

negotiations with the Bretton Woods Institutions. When the magnitude and 

the structure of external debt becomes known Iraq will need to deal with 
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the debt problem through, inter alia, the Paris Club given that Iraqi debt is 

a government one. But this entails dealing with the IMF to construct a 

reform program. Iraqi economists will have to equip themselves for the 

negotiations with the IMF so that the reform program does not adversely 

affect the development prospects of the economy. The financing of the 

World Bank will also be needed especially for reconstruction, education 

and poveny reduction. 

While the integration into the international financial system will 

give priority to the providing a solution to Iraq's debt problem. it should 

also result in the attraction of FOi. Financial deepening will be important 

through the establishment of capital markets altho.ugh this requires 

developing the domestic financial infrastructure and refonning the 

financial system. 

Iraq will also need to strengthen its relations with the network of 

Arab financial institutions basically as a source of finance. 

While the integration of the Iraqi economy into the world economy 

requires restructuring Iraq's external economic relations this should 

include reviewing Iraq's bilateral economic relations with a "iew to 

reorienting those relations to serve the growth prospects of the Iraqi 

economy. 

From the practical point of view, the integration of Iraq into the world 

economy can be effected through: 

I . The panicipation of the relevant Iraqi officials in the 

various capacity building prgrammes such as train ing sessions, 

international seminars and workshops and the active 

panicipations in the meetings and sessions of the international 

organizations. 
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2. Exchange of experiences with other countries on problems 

of reconstruction and debt management 

3. Technical Assistance from international agencies such as 

UNDP, UNCTAD, WTO, IMF and the World Bank in the field of 

trade, debt, finance and development. 

Conclusion 

Based on the above agenda and strategy some projects needs to be 

implemented. One can now define the broad areas around which the 

projects will revolve leaving the actual design when more data and 

infonnation become available. The areas suggested arc as foJlows. 

1- A project on the current state and prospects of the external sector in 

Iraq. The objective is to identify the factors that couJd constrain 

stability and growth. 

2· Inflation and how to combat it 

3- Economic policies under a federal state with emphasis on the fiscal 

dimension. 

4- Absorbing the labour force from the military sector. 

S- Development of the non-oil sector with emphasis on productivity 

and competitiveness 

6- The reorientation of the development priorities. The potential of the 

private sector. 

7- The preparation for accession to WTO: 

a. Understanding of the various agreements and how the 

WTOworks 

b. The development implications of accession with emphasis 

on negotiations on special and differential treatments. The 
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project should identify the areas that need specially treatment 

while joining the WTO. 

c. The membership of Iraq in regional trade arrangements 

andthe WTO 

d. The implications of accession for Iraq as an oil exporting 

country. 

8· The management and the sequencing of capital flows to Iraq 

e. Ways and means to encourage FDI and its relation to the 

development orientation in the country. 

f. A project to evaluate the contribution of portfolio capital 

to the Iraqi economy. 

g. A project on the detcnnination of exchange rate taking 

into account the dependence of the country on oil and the 

need to enhance competitiveness. 

The above proposals indicate that for Iraq to get out of its economic 

problems, the international community should help, in the provision of · 

financial assistance and relief from external 1obligations. On the domestic 

side, Iraq economic prospects will depend on the correct economic policies 

and the relevant sectoral priorities where the private sector is expected to 

play an important role. 

But the implememtation of the above package requires the existence of a 

stable political environment both inside the country and a stable and 

friendly relationship with its neighbours If Jraq wants its citizens and the 

private sector to generate the necessary resources and shoulder the 

reconstruction and development efforts, then the rule of law must prevail 
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under which case the economic rights of that sector are protected and its 

duties are defined. The government, while allocating its expenditure, must 

also be accountable to legislative bodies. 
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bcaallC o( lhe Rleation problem. Wage~ will coma~ to the high cut of ptOd~ ~,to ay, infla· 
oon hunl lhe pooc and fmd.income·eamea. The bi.gh inJWian in laq at paent is ~ ~ .socill prob­
lcna. adl • inaased Clime and is aiming a new' social silmliah Wider~ &a9'inp and ial assets ~being liq­
Uldaeed ID meet ilmnec:liat£ needs. 1beR is allo a widening pp between Deb Ind poor in the disuibution of boch in· 
camt Ind wnlth. 

If dm:la ii ncx reduced. it is raidy that politic:ll pcocacs wiJ cake plllz. Repa:um measua:s rqusr AOt be used co 
qudl dlOK pcocaa. A cesolute dbt ID 9ddcess lhe queslian of in8aDoo. • ezplained below, should help 1abiize 
tht Ml\lltlOn 

Tht mobdazacion of a subscancial. J'Olume of financial iaourccs. This mobiJiz:acion has two dirnenaions: inte1NDonal 
Ind ,..w. Md domescic. 

, ; On ltw IRtaNDonal and rcg;onaJ level: 

• Aha h lifiing of che sanctions, laq should be allowed CD rach or appt'OKh iu muimum oil cxpon cap 
Its rt-a\tfJ into the oil muket ahou&d be .ccommocbted without adveady affeaing 1he oil price level. This wall 
rcquatt maximum cooperacion by OPEC memben, even though many of dtem are suffering &om budget dcft­
CID ~ couna:ia 1tt cenaialy awatt of the- suffaing lnqis haft gent tbmugh. and should also be innre dist 
dw uonomic and polirial sabiliq of haq wil ta.ft &wable repen:uuions on regional secmity. Agc=nmt on 
a new oil production JeYd in laq ahould be a pcoceu of dialogue and ncgociaOon with ocher OPEC membess, a 
procas by which Iraq can rtinqace inlD lhe ~and the incieawioml cormaanity. 

• A atnisalJCll 5houJd be gnnaed ID Iraq on lhe payment of debt and rq>imbons. If dU5 is not doae then lmq may 
remain in deficit. (While unaions are a.amody causing che resource de6c:it. payments of debt .nd 

0

cq>eations 
may later become its principal cwse). Espcrie:ncc show5 that high debt service paymenu engmdcr cc:onomic in­
stability and fuel anlationaty pcasures. 

• Thr qionaJ and inran:ational cxxnmunity 5hould utend subsimbal fimnc:ial wistance U> Iaq. This as5isance. 
which 5hould be on concenional 1mns or preferably in the form of gants, would auume panicular impon:ance 
in the evuit that che n:-entty of Iraq into che oil market was only panially accorrmodah:d. 

~ measures, if undemken, would indicate goodwill on lhe pan of the incematJonal communiry towards Iraq and 
would contribute, in an imponmt way, to iu 5tabWty. Success in 1he mobilization of resources. depends on Iraq's 
cttduon 1r1 1he n:giocl and/or ouuide che region, the UN and other oil exporting countries. 

' 
b) On tht domestic level, Iraq should complement the actioN of the inteaubocul community by n:fnining from 
moMy pnnting to finance ia expenditures, since ir does nor ha.w it this sage (lhe short run) 1he producrivc: capacity 

m A stMcbriU is 111 agnem~r b£rwcca die debtor llld ir:s C«diton to ICD'lporatily ddcr payment or long-tam deb1 met fn:eze 
shor1-11c:an debt. 'The apr:menr CIOllDlly a~s tb11 die a1UDll p11mc:sus positiao does ISO( woam dwiag aegociatii 
1110raioaum may take: the foam or miinenl Ktion. Jn ir:s •ttmlpl 1e rcintcgnt iaio lbc: iDamalioaal community, Iaq sh .. ....J 
opt for I ltlNb 1111. 
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·'Thetcfott a friendly.-nd &voable:cegional mc!"inumatiOnal environment for laq remains_'aieiuial. In this re, • 
the fallowingarc,iniportant: ' I ' I • : .' • , " ' I' ". l ' llJ'(,- • ' ' • • ·; 1 • .,· ' '~ ' ".', ,. ',, ;, \ t ,. , l l ! ' ' • ' ... ~ · 

• Iraq sbcdd mopenie widl ·other~ pOduceis:ID.~ lhout ~ p:icc levd dw ~..i~ me. ieq~ iCvel ~f 
~. but tt the umc time. does not ~1 affect the economic. ·pt:05pecu of oil~ig ·countries. 
deftloped or developing. whose demand for oil l.Qq; like Olher oil ezponm. Im eveiy·inceiest in rriainaining. 

• Hmng agreed widi its acclicors IPd the UN on a rempoaiy standstill on the paJmMt of its oblii;a~. Iraq 
should propose dlCit imegoliaban. Without going into details. many initiatives have been put fonnrd m ie.. 

sauaure lhe mam1 debt of deYdoping counaies. These range from focgi9eness to mete ~ It is. 
howe•er, not osy to suggest any specific solution or initiatift Without having a dear idea about me· sUuc:lure of 
the debt. What is cemin, lhougti. is the need for debt relief, to ensw:e dw high debt service paymen11 do not re-
1tott instablity and impede lhe growdl pa)Specu.f4> 

• Thaie m also h&slOricll prec:edcria u &t as the w repmtions ait concaned. Lessons can be ~ &om the 
Gamin apaience after che F'ust Wodd 'War. Also, the daims on haq submiaed to the Unio::d N&Oons c.ocn­
penwion Commission amount to n.- dwl $300bn but the nst ma;oriry of dlOle claims ~ cbose of govan­
men11 md axpomions. Aa:oaling '° UN Secusity Councill resolution (81, the payment of a:pacations should 
..U inU> account che·needs of the 1aqi ecouomJ. Geanany. after WWI, received 6nanciaJ usisance enabling it 
'° reduce che burden of war repaations. 

The lut thing lnqis want to see is the mum of a rcsourtt deficit. While che deficit at present is the result of sant­
tKIN, when sll'ICtlons are Jifled it could also result from ~yment of debt service and reparations. And it should be 
dear that laq'1 cc:onomic problems such as in6at:ion and shonages are direcdy related to the de6cit. In the final 
anilysis, it is lhe .dvase effect on che ~g capacity of the country that needs to be addressed. This import~­
pacity can be neptiftty affected br t shonfall in, oc coU~ of, expon eam'ings or by claims on those expon ca 
ings through paJment of debt and reparations. 

If a litua1ion of raowc:e deficit mwru, then inflation will also mwn together with rmaoeconomic: instability. His­
tory provides many ezamples: of dc6ciu acxompanied by inflation. Many Latin American countries esperienad hy­
pennOation because of debt aises in the 1980s. Gcanany's hyperinOation period in the 1920s was p,anty the rault of 
1t having to lower exchange rates to generate a huge trade surplus to meet reparations paymcrus. · 

The above shows dw a solution to the. poblem of extanal obligations of Iraq must be found. It can tOmC duough 
negotiations and tgm:mcnts with che imanacional community and the UN. It is not in the intaeSt of Inq ro take 
unilateral action. 

Although the immediate objective in lhe short run is ro restore and maintain economic stability, this is not che only 
goal. A lot of wotk needs to be done to design policies for implementltion at a later period. 1llCl'C .should also be an 
inatiatift to daft a new ClONDtution .nd bwa to ensure demoaslic rule, including dectoral and pias-&eedom legi.s­
tatJOn. Also, 90Ck should be done IO pcepaie proepins ID ensure the n:swnprion of economic growd> and provide 
solutions ID the huge social problems caused by waB, sanction~. displacement and re-allocation or the militaty 
workforce m the civilian economy. While these programs must be vigorously implemented once economic stability is 
regained and maincsined. this does not preclude the provision, at this stage, or financial resources co agricuhure and 
the social sector. because of their obvious contribution to st2bility. However, the real, and the most efficient solution 
to the displaced popubtion 2nd the releisecl military workforce lies in achieving high growth in the civilian economy, 
s1nc:e chis wat detcnnine ics capacity to absorb additional labor. 

In che short Nn, chcrcforc, while stability is a priority, designing policies and progmns and paving the ground for 
building institutions is also impon:ant. 

I•> lnqi debt u snosdy bilatcsal. It is owed to Go"'mmenn or guanntced by Go~mmerus. In general bibtenl debt is mo~ eas­
ily ~bUCtucul tban multilatenl debt. 
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3) lletumpdoa ofGtowth 
When-lht ecaiomy attains economic stabiliry, is able lO maintain it, and gets reintegrated into the wodd economy 
and c:onxnunity, lnq an proceed to implement an ocdedy development ~t.rategy that ensu1'CS &stu growth. At this 
'ti&" one can only oudine che overall policy prescriptions and the orientation of fututc development strategy. The 
nan1 experience of the Iraqi economy is one of mismanaganent, wus and comprehensive economic sanctions.CS> 
TheRf0tt lht dewlopment srratcgy should be based on a new orientation. 

Dewlopment policy in lmq has always suessed lhc imporanc:e of diversifying lhc economy by leuening lhe depend· 
ence on oil. The IChievemenrs in this regan:I are far from impressive, but th.is objective now assumes greater tele· 
vance and tmponance. This is due to the &ct lhat there is now doubt that the external sec:u>r, especiaUy if relief from 
eltnnll obliplioru does not come about, ~I still be able to fll'Wlce the domcsric sector. Thcce is a piessing need to 
lnCft:IK che d'ficiency o( lhe non-oil secu:n so that its contribution to ove.rall output and growth is inaased. Based 
on Iha$, cbt emphasis of lhe new orientation should be: 

• On cbt inla\S1ve use or econonlic policies to mobilize rc~nurccs 1:1r dl!\•elupmcnr, not merely tO attain and 
m11n111n emnomic si:ability. 

• On redefinS1g cbt ICCtOCIJ priorities both in tCOT\$ !-'f pnx.luc111iin .• mu.:nm· And of owncnhip. 

The USC of macroeconomic policies in economic management of the: non·oil ScctOr will involve I diffemtt relation· 
stup between the IClte and lht private sector. Jn lhc past stare intervention in Iraq was driven by ideological motiva· 
hons. giv1ng lhc public l«tOr lhe leading ~In the dcvclopmen1 process 'llli~ led the stacc to establish tNny en~· 
pnKS an the producti~ sccror and to become involved in small opcrarions in the J1stribution scc1or. But the state 
ended up fananc.,g those: enterprises because they operated ineffic1cndy and al a loss The Stale, cherefon, inter· 
vmed through microeconomic as much as macroccononuc managcmcn1. Moreover, beouse of the ideological na· 
Ntt of cbt incavermon. the state's td1tionship with the private sector hu of1cn been confronurional. Finally, the 
'tatc was wubk IO rcalazc the advantages that could be reaped through combming ample l'C50Urces with good mac· 
rocconom.c: policies. The p:>tential contribu1ion or lhc availabihry of fimuicaal resources to effecove and develop· 

., menr·fnendly mac:roeconomic policies W2S not reali7.cd. 

Direction Of Macroeconomic Policies 
Tht obt«nve of fiscal policr is, in the Inn~ nin. to d1versafv the ~1nicturc of grl\'emmen1 revenues in order to reduce 
the dependence on the oil sector On the revenue i1idc the govemmrn1 will have to establish an effiaem cu system 
\\'athout going l'lto detail, go'•emmen1 cxpendiNre will have to he ra1aonali;,ed and lhc ntio of military to total Cl· 

pend1Ntt substantially reduced. The development dimension or fi~al policy 10\·olves, inter alia, grwiting incentives 
to suppon ~' in the non-oil sector, especially of the private sector, including policies for regjonal devel· 
opmmt h is, of course, imponible rt> have a budget surplus or even 1 balanced budget exduding oil revenues. But 
the budget deficit musr be minimi~. This is because the financing ahiliry of the oil sector will, from now on, be 
weaker, since u will also ha,·c to finance debt ser\'ice and reparations claims. Under these conditions the govemmenr 
wall have 10 rcson to dcfic11 financing. thus reducing the laurude for monetary pohcy 

Monetary policy ntf'ds the nghr infrastructure, "' pamcuhir reform or the financial and banking sysrem and, more 
1mponandy, 1ndcpendencr for tht· Centul liank 01h<'rw1.,1·. rlw C '.c:ll'ral llank will end up financing lhe budget defi· 
cu 8u1 the andcpendencc of the Ccnrr:1I lh nk dues ""' 1111p11· a 1w: ur.11 • 1:mcc \'rs-a-,·1s the development process. The 
l\an\() p:>hq should he: 10 ca$c crcd11 10 rh,· nrnH 111 pr0th:.:11·;,· .,cn11r. c:~JleC•all)' the pnV2te sector. Resources for 
this purpose can Ix gt.•ncr~tcd '"'m 1hc rcdu..:11... o f 1111l11ar~- t•x1~·11,111111l' :111d thr rclter from external obhga11ons. 
should this rna1cc1al11.(.: 'Ille cha1111clmg of rcsrnut:\'" 111 Stll' n-1\' will ;>t. rhr1111~h the spc:caahzed development banks, 
which mean~ th21 thcsr should hi.· :l~~rsrc:d ford ;wruul ii,· 111,. J.!/l\'1-rnmt'lll 

ExchN1gc"rarc policy,,.~~ fl<'\'C'r :1doptc:d m lr:1~ hctor\· I hL· c:xd1:111~1· ratt· wa~ h1~tonc:ally detemuncd by the surplus 
created b)' the oil !';CCtor H''"'cvcr, the: real cconnnw m i .1111s the: 11CJ11-t11I sc:cwr. and a.n oil-dom.ina·ted, overvalued . 
!5; Sec aJ.Shabibi, Sinan "Prosrccts of lrtq'~ Economr. F11Crng 1hc New Rc~Jir~" an F11111~ of Iraq, Calbn::se J- (Ed.), Middle E.asi 
lnst11u1e, Washington D.f.., 1997 
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exchange me might be dctrimencal to its prospcas. It is vety dif6cult to form an opinion on this issue at this st1gt!, 
but a IC3listic exchange ale for the non-oil tradablc sectoc may improvt its cooipetitivencss, given that the diver. 
cstion of 50UCCCS of foreign exchange will, from now on, assume a high pcioricy. The realistic exchange rate wil •. 
affect oil exports becawe these arc dollar-denominated. ~ a CC$ult, the govemment's import capacity will not be af­
fected by a change in the cschange-ate policy, as long as imports uc pa.id dim:dy or indirectly duough oil re~. 
However, the government should use iu oil revenues to mibg;ate the hannful effect of a mocc tnlistic exchange rate 
on the impon capacity of the private sector. 

Seaoral Priorities 
Sectoral policie5 have two dimensions, owncnhip and productive stNCNtC: 

As far as ownership &s concemed. the private scctof !lhould play a lo<ling tole in the development process. 'l'his 15 

one way of developing rhe non-o il s~-ctm. 'll1.e 11ta1c should play an tmp-•mnt rule in the provision of an enabling en· 
\•ironmcru for the private 5CCtoc i;o that 11 ci.n asMmw :a 1k·nfopml'lll mlc thmufJ\ iu. mllcr<M.-con111111' poli1·i1"t. l\rari 
from efficiency considcnirions, cmphiK~ on tlw J'f"'lltt· 111r will hr :1 mancr of nCC<'!ISitr '1111· i~nvc'f11110tt ~s 
lunited choica in dus rc.spcct, since n wdl l:ic hmdcm:d hy tlw p:.1·11 :··m~ 111 dc:l>t (whir.h i~ f"lhli' in Ira~'• asc) and 
of repinirions, if relief did not matcriali1.c. Pri\".lhQUOO IS (Jn(' w:ay ul l'll\.'f~ng i.nd dcvdup•ng che rrinft: aecmr 
However, privatizacion schemes undenakcn in Iraq in the scco1~1t half of the t 1J1IO!. wef'C' drivc:11 by the ntoed 1u fi. 
nancc lhe war with Iran, and cffacienq considc:ntions wen: sccondarr. In addinon. many of the scate c..-nterprilC$ 
were sold 11 book value to the govcmmcnt·llnked priv.au: sector. The: sttategy perning the reliance on lhe private 
sector will have to be: reconsidered lll\d cccvaluated with 11 vlC'W tu putting efficiency considcnitions first. 

Wuh respect to the productl\'C structure, dac pt10ncy should he un hurNn development and agricuJNre, cspecWly 
after the economy rcgams St2bility. ·n1e economy s~ffotcd. as mcntionc..'tl earlier, from isolation hccausc of ideologt· 
cal rc1t.~ons and intemanonal 1anct1om1 It was rhcrcforc unable t·u tnp the bencfi&s of new tc.-chnology, especially in 

lhc communication and 1nfonnation secton. Thus, :u present, lnq is "°' well placed 10 ceap the bencfica of global· 
1:atl0fl and meet ns challen~ wuhout serious efTons to enhance: its rcchnologic:al base 111 chcse ueas. Another F 
ducnw llCC: tor !hat should n:cc:l\'C \:on:udcra\Jlc a11e111ion 1s agricuhurc. In dcvdopmcnt should save t:he country 1U1•· 
stannal amounts of foreign cxcl.iangc, :i precmus resource in a future Iraq. Through agncultun:, Caq can generate 
foreign uchangc through cxpon can\m~ and/ or imron savins \n addition, reviving this acctor does not require: 
sul>st;ui11al foreign exchange en tll(' fim place In the industnal scc1,.r, light industry. cspec1ally food proces•inJ;. 
should cecc:1ve prionty l~ause of ciusung domestic demand and, us c:xron potennal. Dcvclc.ipmcn1 of c.&hcr ICCt<>fS 
should l>c hued on careful market studies that take 1n10 account domestic and foreign demand condicions and U · 
1sung suppl)' capacmes in the t'Cg'ion. 'l he devdopment of t:hne sect0rs and any other sectors, whic'h can gcncrace in 

a shon time the rcqU1red foreign exchange, an alw be: financed by f~ign direct 111vesiment (fDl) by Arab and 
muhinatlonal cocpoations because domestic resources may not be sufficienr for consumption and development 
purposes FOi. which can he under12kcn Within the development strategy oi the country, IS a source uf finance and 
tcchnolugy . . A,nother soun:.: of finance: '.s Iraqis resident abroad. 

Conclusion 
The :ahove pn>pos..is imltciuc tlu11 for lrAq ru ~· out of 1t\ cc1111uml\: pruhk1n.-i, the 1ntemat1onal communiry should 
help, 111 tlll' pm1·1Mo11 o f itmuw1.1I :t'\w•1.11icc :and 1rlll'f fri1111 1·i..11·m.1I nlil11',:1111ms On the domcst1t: ~ide, Jr11q cc11· 
numu: prOSp<'\:I~ will !,·p,·nd 0 11 1hL· l.'o~:'": 1·1.1111111111 polu " • .1111•1 :h ... :n·.1111 Sl.'\:tornl pnor111cs where dlC pn1•;11c· 
~ector 1..; exrx-ctc:d to pby :111 11 np11r1;1t1t roll-

l~ut lhl' m11\lcmcn1;111n11 ol 1lw .11:1 ·1·:· :' •1.k.,,.,. ·1·•1 ., .. , 11 .• , ... :,11·rn " ••I '" .1pp1op m11c pol111cl&I enviro nment for Ir~ 
~ll:'h .111 l ' lll'lf"llllll'lll h .1· • .I •, I I. o:lll" :t H "l.' ll.1 ., , . ; • I 1111 ' h 1 I' 11111- Iii.ti Jr;il.f Clln fll'O~e lhe tmq;cltlllllHICl 

11: "' rx11·111.1I .; !:11111,; wl11! :' .. ,, 1~1: · · ''· .. . : · 1: · ·. · ......... ·: . . · .,;,, . 11' l r.1~1 w;cnt~ us cltl:tc:ns and che prl\-at1· 
•ccrq1· 111 ~1·11rr.111· till' n 1".'\'''"' " ' rcs111 .. . · .. , :11111 , . · ·11. r: ''"" '""' .. ' ""' ~nci tlc·1•c:loprnc:n1 effon!'>, the n the n1l1· 01 
l.tw m:1>! prl'\·.nl unJn wh:d1 1.1" 1h1 1·1." .. 1::mu. 1~11: .. .:.ll , .. ., :. 11 .1 pnncctcd ;cn<.J its duti~'S arc: defined. llw 
~on-m:111·111. ,~ 1 11k .1ll»ra1111~ 11 ~ 1·:.p.:11·1ir11:•. 11 ... 1 .•i"· :w 11-.:11u111.1l1I\· •· !cgt!>llnivc bodies. In sum, a precondir""· 
for 1hc ~olt1111m Ill lta<1·~ c·"rnom1c prol>km~ 1s 111 11 l\'C a pohric:;il 1·11\·1ronn'lt.-rH rhat combines democracy and 
n1k of li1w 1l1111)(·m.::ilh- and~···" ' rcl;11 11>11.; t·x11·m.1!h· 
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Dear Sinan and all IDRC Members, 

RE: Working Group on Economy and Infrastructure {Economic Policy Subgroup) 

I have read the Working Group on Economy and Infrastructure (Economic Policy 
Subgroup), white paper; Sinan has taken a bird's view approach in his paper and bas 
covered many valid aspects of the overall economy. I believe that we must narrow the 
focus of this paper in order to make it workable in a timely fashion. The underlying goal 
is to prq>are ourselves with a program that is workable and relatively simple to 
implement. My approach will be to outline with comments and solutions in a bullet point 
fomw that will complement Sinan's paper. This will allow for full panicipation ofaJI 
members o(lhe working group as all members have experienced different working 
enviroruncnts during their careers which will provide a great benefit to the potential 
solution of a New Iraq. 

Go\'cmment role is to create a Pro Business stable envirorunent in which companies can 
operate efficiently. Sound macroeconomic policies jncluding fiscal policy- the 
government budget and monetary policy- the exchange rate. The tax burden must be kept 
as light as possible. The govcmment must rely less on direct taxes and more on indirect 
laxes. This will encourage people to strive & create wealth. It is the private sector that 
creates wealth; hence the strategy should be to develop a vibrant private sector. 

Financing policies would be the first step; this would include grants from major world 
powers as any new debt would be a negative for the future. I agree oil is the key industry 
and there are plenty of wiJling participants to invest in the new infrastructure in order to 
receive some preferential treatment for oil development. The key point here would be to 
not let these potential investors gain majority control of any particular aspect o(the oil 
fields. I believe there will be vast sums of new capital available for investments into the 
new Iraq. 

I will elaborate on s.ome of the points that Sinan has made in his paper. The question we 
ha\'c to ask now is where will Iraq be in I 0 years and we should consider the following in 
order lo adopl a sound economic policy: 

. I . Politics: Fundamental Challenges: Leadership, Legitimacy and Law (rule o:f) 

2. Economy: Transition to market economy 

3. Demographics and Health 

4. Environment 
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1. PoliUcs: Fupdameotal ChaUeaces: Leaden~lp. Legitimacy and Law (rule oO 

The role and the structure of the new Iraqi leaders arc to be ready to deal with the 
demands of more decentralized, market-influenced economy where flexibility, efficiency 
and encouragement of private sector and initiative are paramount. 

The new govenunent of Iraq must represent all Iraqis and must be stable, predictable, 
efficient and honest. Iraqis must have trust in their new government and the economic 
policies that the new government proposes. 

-I will not elaborate on the politics more than this since we are focusing on the economic 
policy. However, we must consider the political environment of Iraq in order for the 
economic policies to be implemented successfully. 

2. Ecomomy: IraHltioe to market m1omy 

There are four types of economics that we need to look into and analyze to create an 
economic policy for the country all of which arc intcrcoMcctcd. 

A. Defense Economy: This economy is strong politically, but contributes very 
linlc to th.e overall economy. If we look at it historically, in the 1900s, defense 
and manufacturing contributed 80% of the economy; today defense 
contributes less than I 0% of the economy. 

B. Dual Use Economy: Heavy manufacturing (cars, trains, planes, steel), 
chemical, basic economy. etc. 
This economy can be easily converted to war time use. 

C. Peace Economy: This is extremely important economy since it is sensitive to 
consumer confidence. It reacts negatively to war and political uncertainty. 
This economy, today, is the major contributor to the economy, but politically 
is still week. This economy includes: 

• Tcleconununications 
• lnfonnation Technology 
• Consumer Electronics 
• financial Markets and Providers: Banking is not just for banks 

anymore. Banks these days vigorous competition from a wide array 
of non-bank suppliers that have found new ways to meet the needs of 
financial consumers. Traditional banking is shrinking and it will 
account for a smaller and smaller proportion of the financial assets of 
the economy. Economics,' demographics and technology haye 
teamed up to create a whole new genre of financial consumers. We 
should encourage financial companies, insurance companies, 
security firms and diversified finns to compete with the traditional 



banking. In order to meet the demand of today's. financial market, we 
need to modernize O\D' financial structure. It is important to 
recognize the tremendous impact that technology and competition 
have had in the financial market. 

• !Insurance 
• Tourism and Service: Biggest industry since it brings in hard 

cWTency which will finance better service and in&asttucturc for the 
country. Tourists usually demands stability and good infrastructure 
and services. Service is about 7S% of the economy 'today. 

• Travel: Brings in hard cwrency, demands stability, and advanced 
infraStructlU'e. 

• food 
• Entertainment 
• fashion &t Retail 

D. Political Economy: Obviously, th.is concerns all economical sectors, but 
specifically to the state owned enterprises (SOE). We need to encourage and 
discipline political economy, basically educate the SOE workcn and prepare 
them to become competitive in the market, especially when these SOE go 
through privatization. 

< 'ummL'nts Bnd suggestions on Sinan's paper: 

Financial aid to developing countries: 
Sin~ in his paper talks about financial aid, I think we should call it grants. Financial 
iaiJs do not usually contribute much to the enhancement and producth·ity of the 
country. Therefore, the economic policies of Iraq should distribute the aid among 
man)' sectors of the economy to improve productivity. 

Followin8 three points should be taken under consideration when accepting financial 
aid: 

a. Growth and Saving: Since financial aid is a temporary solution. this will have little 
effect on the productivity. 
b. Technical Assistance: We should educate the agencies to meet the demands of that 
come along with financial aid. · 
c. Absorptive Capacity: We should make sure that the counr.ry is ready to absorb such 
aid by distributing it to various sectors rather than one specific sector 

., IMF/Worldbank and FOREIGN DIRECT INVESTMENT (FOi): 
In this section I would like to discuss the Washington Consensus since IMF and 
Worldbank base most of their policies on this until recently. You will then find an 
analysis of the Consensus and the 12 Commandments of foreign Direct investment 
since I believe FDI is an imponant element of economic growth. The 12 points below 
apply to FOi. 



Institutions like Worldbank and IMF have long followed the Washington Consensus 
when giving aavicc and funds to developing countries. Unfortunately, the Consensus 
has been wisucccssful in many countries where poverty was still a major problem that 
has not been solved by growth and development. This bas Jed today these institutions 
to reevaluate the Consensus, which is reflected in Monterrey Consensus. 

Although the Washington Consensus is based on free market and focuses on 
stabilizing the economy and structural adjustments, it fails because it disregards the 
institutional economics, which actually is the tool that supports stabilizing the 
economy and the structural adjustments. 

The Washington Consensus will help to achieve the 12 Commandments offoreign 
direct investment to a cenain extent which is analyzed u follows: 

I. Stable, predictable macroeconomic policy: This commandment is based on 'the 
rules of the game like the conatirution which is not addressed in WuhingtOn 
Consensus. In the short·nm. Washington Consensus may be able to provide: a 
stable and predictable macroeconomic policy with its fiscal discipline, but in the 
long·run it will not because of the above reason. 

2. An effective and honest government: Washington Consensus does not address the 
nonns of the country. In a country where trust is viewed differently than here in 
America. to have an effective and honest govcnunent will be difficult. 

3. A large and growing market: If the country does not institutional policies sooner 
or later its economy will sooner or Iller start to slow down and even collapse, and, 
Washington Consensus docs not necessarily help with this commandment. 

4. Freedom of activity in the market: Washington Consensus docs encourage 
pri\·atization and deregulation to attnct more investment and trade policy that 
injects competition to the market, thus, give freedom of activity in the market 

S. Minimal sovemmcnt.regulation: Deregulation polnl of Washington Consensus 
docs take a step towards minimizing govcnuncnt regulation. 

6. Property rights and protection: Although Washington Consensus took the first 
step for the property rights and protection, this commandment requires a much a 
more institullional implementation. 

7. Reliable "infrastructure": Although Washington Consensus docs try to provide a 
reliable infrastructure, it lacks since it docs not cover the rules and regulations and 
governance aspects of it. 

8. Availability ofhigh·quality factors of production: Washington Consensus 
disregards resource allocation; therefore, if the country docs not have the 
workforce with the right skilled, foreign investors will shy ,way from that 
country. 

9. A strong local cuncncy: In countries where Washington Consensus was tired to 
be implemented, it has been the case that the cWTCncy of that country has 
weakened even more because of inflation. 

10. The ability to remit profits, dividends and interest: The Washington Consensus 
certainly did not help foreign investors in Argentina about this commandment -
lack of instit,utional policies. 



I I. A favorable tax climate: The tax reforms of Washington Consensus can actually 
help create a favorable tax climate, but it fails in the sense that it does not cover 
the transaction cost sucb as customs taxes etc. 

12. Freedom to operate between markets: Since the Washington Consensus have a 
trade policy that is so consumes with the domestic policy onJy, companies may 
find it difficult to export/impon their goods across borders which obviously does 
not encourage foreign investment. 

The fact that Washington Consensus is based on the neoclassical policies and not on 
the new institutional economics, it, therefore, does not take into account norms, rules 
of the game like the constitution, governance like the laws and regulations and 
resource allocation of the panicular country rather assumes that institutions are 
market system and transaction are costless. Since the twelve commandments of 
foreign direct invesbnent heavily depend on institutional policies as well as structural 
policies, the Washington Consensus will help these criteria only to the structural 
extent and fail at the institutional level which I believe therefore we sec Washington 
Consensus being not so successful in many cowuries that IMF and Worldbank try to 
implement. 

As you can see the economic policies should take into account political, economical 
and social components in order to be successful and attract FDI. 

3. Iraqi Dinar: 
In order to stabilize and adjust Iraqi dinar ro a higher value, Iraqi dinar should be 
backed by oil. and have US, possibly other countries to be the guarantor as they did 
for European countries after the Second World War. At rhc same time, the printing of 
additional Iraqi dinar should be stopped immediately. 

4. Regional and International Response: 
A very important for today' s developing countries is that today's developing nations 
arc a pan of a highly integrated and complex international system. Therefore, external 
forces will have affect on the coWltry' s economy. Iraq should establish a good 
relationship with her neighbors and build a good communication and transportation 
system between lraq and those countries. Careful consideration of regional economic 
development with neighboring state should be used to design enduring economic 
development plans. 

S. Private Sectors: 
Economic growth of any economy depends mainly on the private sector. The private 
sector should be one of lhe first priorities of new Iraq. To revitalize private sector we 
first must understand the informal economy that currently exist The informal sector 
has developed a sophisticated distribution system to deal with shortages and the 
inevitable strains ·imposed by the capricious, irrational and venal realities of Saddam 
regime. Successful revitalization of this sector in the transition between regimes will 

- involve an acceptance of the status quo and pragmatic actions that facilitate and 
enhance the flow of goods and services. Those who now make these functions work, 



be they in government or in the private sector are by necessity skilled administrator, 
politically astute, and place a high value on the personal survival. 

Economic policies that encourage small and medium businesses both structmaJly and 
institutionally wiH as a result promote competition and at the same time, initiate the 
tnnsfonnation of informal sector into fonnal sector. Tax incentives should be 
introduced to legitimize activities, discourage racketeers and the COITUJ>tion. Possibly, 
the f1al laX experience could be used to guide the conversion and nurturing of these 
entrepreneurial survivors (informal market of Saddam's en). 

Some of the policies that should be taken under consideration arc as follows: 

a. Economic Bill of Right. This will guarantee all people to have access to 
credit facilities and govenunent grants, specifically women and small 
businesses 

b. Tax incentives 
c. Create credit guarantee agency to provide guarantee to the banks in order 

for encrepreneurial to obtain loans 
d. Small business auociation 
e. Build strong corporate governance and antico1TUption system 
f. Transparent shareholder registries 
g. Develop proper and legislation that protect inv~tors and shareholders. 
h. Eliminate duplicative and superfluous laws. 
i. lmplernent and transparency lntemationars government procurement 

code. 
j . Adhere to the Organization for Economic Cooperation and Development ( 

OECD) for both corporate governance and anti corruption 
k. Clarify laws on conflict of interest 
I. Micro lending policies 

6. Privatization: 
It is understood that privatization promotes greater efficiency and higher output. 
lower costs, broaden the base of ownership and participation in the economy. 
However, we sho·uld be aware of the risk of increasing the concentration or wealth 
with privatization where institutional UTangemcnts are weak or vulnerable to insider 
pressure. There should be a system to monitor the distribution of capilal more broadly 
to avoid monopoly and conuption. Since we are privatizing the state owned 
entctpriscs, most of the workers, including the decision makers arc not educated and 
familiar with the privatization process. Therefore, education and training are vital, 
specifically, prior to privatizing an entctprisc, otherwise, it will have a negative effect 
on the GDP. Proper policies and institutions must be in place to carry out the 
privatization as planned and in order to achieve the set goals without having a 
negative effect on the economy as well as the society. After all, privatization 
represents a potential revolution in the role of govcnuncnt in promoting economic 
growth and development. 



7. Population Growth: 
When we develop our economic policy, we need to take into account the Iraqi 
population growth. 

8. Women in Business: 
Our strategy should be to promote the inclusion of Iraqi women in the process of 
democratization and economic opportunities. We should form organizations that will 
deal specifically on the issues of strategic planning. communication techniques. 
advocacy, and role of women in the conunun.ity development It is essential to have 
special policies to encourage and integrate women into business community. 

9. wro and Integration oflraq into World Economy. 
In order for Iraq to integrate into world economy, lnq should reform institutions and 
policies 11 the same time as these two go hind in hand. Below few points to be 
adopted under Iraqi economic policy: 

A. Financial flows 
-Foreign Direct Invesunent (FDJ) Please refer to the FDl section for 
details 
-Portfolio Investment 
-Debt Financing 

B. Transfer of know how and technology 
C. lnlellcctual property, copyright, licensing 
D. Trade liberalization 

-Lower trade baniers 
-Increase competition 

E. Labor force and population mobility 
F. Communications 

-Media 
-Internet 

G. Technological advances in 
-Electronics 
-Transportation 
-Bioengineering 

H. Develop friendly rules and regulation 
I. Reform both institutions and policies at the same time 

J 0. Free-trade zone 
11. JV Laws 
12. Marshland and water policy: 

A comprehensive water policy and restoration of marshland need to be included in 
the economic po,licy. 

J 3. Education and human development 
14. Macro and micro economy: 

Macro economy alone is too comprehensive and does not address the daily needs of 
the people. Therefore, we need both macro and micro economic policies at the same 



time. We need to have policy that will create jobs at micro level and empower smal I 
entrepreneurial people, which is the bottom up approach. 

J 5. Economic growth and economic development: 
Our policy should be to pmsue both economic growth and economic development at 
the same time to achieve a sustainable economy since economic growth deals with 
the total output of goods and service which focW1es in qU1ntltadve measures. On the 
other hand economic development is economic growth plus improvement in 
materials, weU being of the poor population, increase in the education and skills of 
the labor force, increase in the technical advance within the country, etc. So as you 
can see economic development focuses on qHUtadve meuurea. Therefore, the 
policy should adopt both economic growth and oconomic development to sustain the 
economy. 

16. Build Operate Tnnsfer (Bon: 
This is a good policy to adopt as it will case the burden of the financial debt on the 
country and will ·put the responsibiliry on the foreign investor. 

17. Foreign industry establishment: 
Encounage developed countries to establish some of their industries in Iraq such as 
ta tile, low tech jobs, but most imponant high tech industry. This will create export in 
goods and services, jobs and also educate people. Especially from the high teeh 
industry, the Iraqi labor force can learn 1nd be able to stan developing some oftheir 
own technology. This is what Japan did for Korea in 1960s and this is how Korea 
learned and developed its industry. 

Last but nol )cast.. whatever model we adopt whether it is the linear stage of growth 
model, neoclassical free market model, institutional economics or others, I believe we 
should adopt a policy that will be the mixture of various of economic models. It 
should be flexible and changeable to meet Iraq's needs, but regardless, we have to 
prepare Iraq to meet the demands of 2111 century civiJ society. We cannot have Iraq 
adhere to rigid economic standard since Iraq is not only a developing country, but 
also a transfonning country and lacks many of the following elements which we 
should work and develop a policy to enhance them: 

• Mobile and highly educated labor force 
• A high level of technical knowledge 
• Small and medium enterprises 
• Good governance 
• Well established institutions 
• Micro financing 
• Refonned tax system 
• Local ownership 
• Favorable climate for cntctpriscs 
• Transparency 
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• W eJI developed capital marltet 
• A large nwnber of responsive entrepreneurial 
• Large nwnber of export commodities 
• Anti~rruption 

• High level of capital goods 
• Managerial competence 
• Ability to plan and administer a wide assortment of development projects 
• lnformation 
• Education and human development 

I hope that trus paper is most beneficial and productive in developing economic policy for 
new lnq. The points th11 J tried to cover in this paper are for discussion and you may use 
them for IDRC if you find it fit. Please keep in mind that the paper has not been edited. 

I look forward to hearing from you all. 

Besa regards, 
Ru bar 

PS: I should have a full draft for the economic policy by Friday. 



ECONOMIC POLICY GUIDELINES FOR IRAQ• 

\\'ta,· ttODOaUC: policy guidelines 
For an elected (new) government of a democratic Iraq, there is no justification to impose 
or excn exaem.aUy certain economic policies on its c;>fficial agenda. However, in the 
curre1u extraordinary circumstances, Iraq needs a transitional non.elected government 
1mmed1atcly after the fall of Saddam regime. Hence, the necessity for clear policy 
~u1dclinc:5 that may reflect the common economic views and wide interests of the Iraqi 
rrorlc: and their political parties. Such guidelines may facilitate the implementation of 
~lrcady identified paniaJ remedies llld piece-wise solutions by some Iraqi professionals '°' the outstuding problems. 
It 1s the fast mo\'ing and serious events surrounding Iraqi crisis that cl'Qlcd the need for 
«ooonuc policy guidelines as a yardstick 10 avoid any future misunderstanding unong 
the concerned parties. Specifically, the idea for having economic policy guidelines was 
!>U~Fntc:d lo balance llhe "issue by issue" approach advocated among a group of Iraqi 
rrofcssionals for dealing pragmatically with the prevailing economic, political, and social 
rrohkms facing (new) Iraq. In this respect, the urgent need for political stability that 
might require adhoc: measures should not overlap the necessity for the government lo 
1dcnt1 fi~ing priorities within a framework of consistent and efficient economic policy. 
c· ••1n or tbt economic: crisis 
Smee lhc establishment of modem lraq in 1921, clear polices for economic development 
ha' c noc been practised by the governments. Instead, public expenditures and finance 
"'ere major instrument to operate public services and influences the economy. Until 1953. 
0 11 rc\"C~nucs were limited and spent through the govenunent annual budgel on few public 
"'"rks and the then new army buildings. However, since 1953, oil revenues played a 
'1l-'J11ficant role in the economic and social development of Iraq. Also, oil revenues 
crc.11c:d political power for the governments. During the 1950's. the implementation of 
development programmes was necessary but not sufficienl to establish the foundation for 
further economic. social, and political development. In the early I 960's, the centralised 
economic:· planning has begun without fundamental and positive change in development 

' Thu document is prepared for the sub- group work.in,; IS pan or the 1ctivi1in or the economy and 
mfrastruelutC group of the Funuc or Iraq Project. All given ISS11ft1>tions. rwl.ina;s. and analysis ~hind the 
rn'f'OKd policies arc ~lated to the author's views eXJnssed in his paper mtitled M The Economic Projec1 
for Chan~e in Iraq', daced 23". Oct. 2002. Two prior assuq>tions an necessary to me-nt.ion. Fim , war 
rt'f'lraUon and non<onmcrcial debt should ~ politically settled and rnias1 l'IOf ~ con1idered at this stage IS 

1nru1 mto the econonuc policy and in,·eslnl(nt policy and criteria of the ttansatlonal government. Secondly, 
in 1dcncifrm.: detailed me-asures for the ift1>1emcncation of the proposed policies. careful and positive 
con.~rdcrarions should~ i i,·en to the salient economic, social. cuhun:, and political features oftbe COW1try. 
' This document is prcpa.rcd for the sub- group working IS pan of the activities of the economy and 

111f1as1n1Clutc group of the Future of Iraq Project. All given ass~iollj. randmgs. and analysis ~himd the 
rrorosed policies arc related 10 the author's views expressed in his paper entitled " The Economic Project 
for Change in Iraq', dated 23"'. Oct. 2002. Two prior ass~tions are necessary 10 mention .. First. war 
rcp;a1111on and non-<:omrnercial debt should be politically settled and must not be considered at this stage IS 

input into the economic policy and investment policy and criteria of the transition.al government. Secondly, 
111 idcntifyina; detailed measures for the ift1>lemenurion of the proposed policies, careful and positive 
cons1<krations should be given to the salient economic, social, culture, and political features of the country. 



conditions and prospect. In the early 1970's, the role of the State and public sector in the 
economic, social. and political life of the count!)' were dominant. Since 1974, the 
substantial increuc of crude oil exports and revenues were behind the govenunent's 
economic expansion policies. In tenns of GDP growth rates, the economic achievement 
during the J970's was impressive. However, the real engine of growth was oil' s export 
revenues rather than the efficiency of government economic management. As a matter of 
fact, the govcmmcnt substantiaJly restricted the economic freedom of the individuals in 
the property ownership of the means of production, trade, competition in the labour and 
commodity markets. As the long war with Iran begun (1980-1988), the economic 
recession and the huge exhaustion of the financial and human resources became apparent. 
Then. the economic situation rapidly and sevcrel.Y deteriorated immediately after the 
Kuwait crisis in August 1990 and the imposition of the UN sanctions. Restrictions on oil 
exports resulted in huge economic, social, and environmental problems for the Iraqis. 
Analysis of Iraqi experience revcaJed that only oil revenues could not sustain economic 
and social development and the targeted economic growth and incrcuing employment 
could not be achieved through public finance. Oil revenues have been the major 
conaibutor to finance govenunent expenditures, both cWTCnt (consumption) utd 
investment, as well as provide foreign currency for increasing imports. Public revenues 
generated by non· oil activities, contributed very little to the government budget. The 
only impact of oil revenues had on public finuice been sustaining the govcnuncnt 
economic and politfoal power to control the economy and individuals. It is because of a 
one pany govenunent that allocates oil revenues; Iraq lost individual economic, political, 
and social freedom and democracy. 
Ne"· ttoaomlc poliq· caideliaes 
Iraq needs a well-defined economic policies and dear public investment criteria. During 
the last five decades, governments failed to have cohcmu. consistent, uid e.fficient 
economic policies. This shoncoming facilitated the miss-use of public revenues and 
creates the appetite to ignore wide political participation in the economic dccision­
making process. Indeed, the absence of committed economic policies enhanced one pany 
system and ultimately led to the existing indi\'idual dictatorial ruling regime. 
As part of the Economic Project for Change in lraq (EPCI), the suggested economic 
policies adequately compromise between public objectives and the interests. It comprises 
the policy alternative that would save the country from the consequences of the prevailing 
economic and financial crisis within a framework of balanced shon-tcrm urgent needs, as 
well as improving the public social services in the medium-tenn. At the same time, the 
proposed policies preludes the implementation of the targeted economic and social 
development strategy which is based on maximum utilisation of oil revenues and lessen 
the State' s dependence on crude oil exports through undenakin~ economic structural 
changes in the long- run. 
The suggested policy peruses effective and timely balanced application of an integrated 
package of macroeconomic, fiscal, and monetary policies in order to ensure economic 
stability and control inflation arisen from the existiing economic and financial imbalances 
as well as to undertake structural economic reforms. These policies should be 
accompanied with the implementation of a huge government investment programme for 
the completion and upgrading of the public infrastructure projects. 
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The implementation of the macroeconomic policies will pave the way to execute a 
number of economic refonn programmes, i.e. privatisation and ex-post evaluation of 
public enterprises, rcfonn of the banking system, public health services, social security, 
and government administrative rcfonn programme. Also, it will serve the identification of 
the sector-wise strategies, objectives, and development policies and investment 
opportunities. The suggested policy responds adequately to the prevailing political reality 
by dealing quickly and directly in a considerate way with the urgent problems such as the 
high prices of stable foodstuff and the cost of Jiving. Also it considers the buJiden of 
foreign loans, the need to increase revenues of p,ublic finance and crude oil exports, 
increasing employment. and the reduction of grave disparity in income distribution and 
wealth accumulation. The suggested policy also responds to the economic reaiity by 
ensuring the effectiveness of the macroeconomic policies in conecting the price structure, 
especially the exchange rates, interest rates, and wages, as we)) as in reducing the deficit 
of the government budget, the trade balance, and the balance of payments. 
Due to its expected effects, the application of lhe proposed policy would help to sustain 
the interrelationships between the economic interests of all regions as well as accelerating 
the development of Kurdistan and the south govemcrates through the use of oil revenues 
in fil'Wlcing the in&utructurc projects. 
Political coadldoas aad democracy 
The successful implementation of EPCI is subject to suitable political cnvirorunent. 
Given the political and securiry st.ability. the (new) regime should be constitutional and 
democratic that protects the personal liberties and basic civil and political rights for all 
citizens. The (new) regime should reflect the economic interests, social values. and the 
culture of all-social groups and individuals regardless of their religious, sectarian, tribal. 
ethnic and racial origin. The (new) regime should be institutional that allows the freedom 
of forming political panics and groups and the establishment of social organisations. It 
should also practise general election to choose the people's representatives (parliament} 
who would take care of the legislation process and monitor the government performance 
according to lhe constitution, law, and pre- determined procedures. It is also assumed thal 
the government, a one majority's pany or collation, and all other political active panics 
should present their political, economic, and social programmes for democratic public 
debate before assuming the responsibility in the govmuncnt and participate as an· 
execution partner. All political participants should accept lhc government and public 
rights in having full access to the information. data. and indicators relating to their 
programmes and economic policies. Also, the civil servants should pcrfonn their duties 
far from bias to the interests of the political panics even if their views are different from 
the government policies. Jt should also be emphasised that the political representation in 
the parliament is not enough to reflect the interests 1of various groups of the society. Such 
representation must be extended to the public institutions. military and civil. as well as 
the economic, culture, social, religious private institutions and organisations. 
In line with lhe need for more decentralisation in the management of the govemaratcs 
and local communities, the proposed policy assumes that the local governing bodies 
should be responsible for the identification and finance of their local small projects. 
These bodies are also responsible for dealing wiith the local economic and financial 
affairs of the govemcrates through their budgets. The govemeratc budgets should not, 
however, overlap with the government regional planning prepared as part of the national 



development plans and the umual investment programmes. The latter would consider the 
reconstruction of Kurdistan in the north and the marshes area and other governartes in the 
south. 
Ecocaonllc pollc)' and the Fedenl system 
The political issue of Federal system proposed for Kurdistan of the north has two main 
economic implications. The first is related to the State's sovereignty as far as the 
ownenh.ip and utilisation of the country natural economic resources. These public 
resources such as crude oil and gas and minerals, water, land and the rent of using Iraq 
space and relllcd public utilities shall be public and all its retwns belong to the State. The 
exploiwion of lhese iaources by other parties should be arranged on the bases of a 
unified SI.ale's law and regulation to be applied in all parts of the country without 
prejudice based on geography, ethnic, sectarian or religious criteria. The second 
economic implication of the suggested federal political system is related to the 
conditions for effective macroeconomic regulatory policies. These policies should be 
undertaken and implemented by the central govenuncnt without geographic and 
economic bias except for reducing the disparity in public wealth· s distribution and 
development indicators when necessary. · 
Oii polky pldeUaes 
The strategic: importance of crude oil and gas resources with their abwulant reserves 
require that oil policy should be pan of Iraq sustainable development long- tenn strategy. 
One of the main objectives of this strategy is to lessen the existing high dependence on 
crude oil exporu. This objective can be achieved by implementing two sets of integrated 
policies. The first is to maximize utilization of oil revenues in erecting and improving the 
economic, social, and environmental infrastructure of the country. The second is to 
encourage development of oil products industry and the use of gas as energy source and 
incRUC their forward and backward linkages wilh olher scc1ors. 
Oil industry has been damaged as a result of the war wilh Iran and the second gulf war. 
Also it is damaged because of the government bad managemenl and over exploitation of 
the oil wells. Hence, the industry needs huge investment to retain the capacity for 
increasing oil expons to pre gulf war levels. However, it is essential for Iraq to increa5e 
oil revenues in order to meet the required financial and foreign cum:ncy resources for 
implementing the (new) public investment programme. Therefore, it is anticipated that 
during the first few years of embarking on the proposed economic policies, the 
government should pursue the policy of increasing oil production and expons as well as 
improving lhe investmenl agreements with the foreign concerned in the field of new 
discoveries and development. 
Fonunately, the low production cost of Iraqi oil as compared with other producers. Iraq is 
also lucky to have huge oil reserves. Both low cost and high reserve capacities would 
maintain Iraqi export interest against the risk of price reduction due to competition and 
market factors fluctuations. 
Significantly, call for privatization of the industry must be avoided in the com•ng few 
years. Also, il should not be justified and linked to the problem of foreign debts. The oil 
industry has a long - term strategic role in future economic and social developmcnl and 
can not be taken out and put under foreign companies' control. Hence, oil investment. 
production, industrial, and marketing polices should not be influenced by the current 
financial problems nor by the foreign and domestic political pressure. U ntil the new 
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regime is well established and regain the necessary economic and political bargaining 
power, proposition for privatization of the oil industry may acts against Iraqi interests. 
In principle, optimal oil production and exports should be determined by the absorptive 
capacity of Iraqi economy. However, it is essential for the government to coordinate its 
oil policy with the current economic, political, and technology developments in the world 
energy marlcet. It should, however, maintain the flow of oil in the market in view of the 
supply and demand rules as well as its financiaJ requirements. 
Economic and fhumclaJ reform 
To deal with the prevailing difficulties, effective application of the macroeconomic 
policies should be undertaken alongside with indicative development plan. The 
programme of action has two S1ages. Each may l~ two years. In the first, a public 
investment progrunme for erecting and improving the required infrastructure projects 
should be implemented. At the same time, for maintaining overall economic equilibrium, 
the government should undertake active policies to regulate aggregate demand, especially 
government expenditures, to reduce public finance deficit and the deficit of foreign trade 
balance and the balance of payments. 
In the second stage, public invesbnent expenditures should continue. Also, price 
liberalization policies should continue. In this regard, taxes and improving the efficiency 
of public enterprises such as oil products industries and public services have to be used. 
In this stage the privati7.ation programme should be completed. The government should 
give special consideration to link wages and salaries of the civil servants to the 
productivity and inflation criteria. It is expected that at the end of this programme 
favorable economic enviroMlcnt would be established. Such envirorunent would greatly 
help to increase investment and production activities of the Iraqi private sector and would 
encourage foreign investment in Iraq. Big manufacturing industries, tourism. banking and 
financial services may attract foreign investment. While opportunities in construction 
sector, housing in particular. agriculture, banking and insurance, trade and services may 
be the focus of domestic pri\'ate sector. 
Economic: tasks or tbe aew aovernment 
For the implementation of the proposed economic policies and the programme of action, 
many institutional changes have to take place at the ministerial level and other 
government economic and financial departments. Also, it is necessary to lay down 
detailed administrative and legal measures for defining the new functions of aJI 
concerned institutions. The anticipated changes should be pan of the overall execution, 
judiciary, and legal system of the new State. The quick pace of implementation will 
depend on the available informaiion· at the time. However. it is essential to initiate the 
required changes as govcnunent guidelines for the new administration, economic, 
financial. and development planning departments. 

Prime Minister"s Office Announcement of the political project for change 
Announcement of the economic project for change 
Taslc I: end of UN sanctions. food for oif programnc, and war reparation 
Task 2: abolition of all sectors planning councils and economic and financial 
commissions and institutions linked to the old MC. Their functions should be 
added to the m&nislries 
Task 3: establishment oflraqi Development Council 
Task 4: establishment of Ministry ofEnviromnent 
Task 5: cbanizc the functions of the Ministrv of finance to be MinistrY of 
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Muusvy of Labour and 
Socaal Affain 

Muuatry or Tr.de and 
lmcmauonal Coopcratioo 

Iraqi On·elopnent and 
kecomtrucllon Council .. 

Muustry of Health 

Ministry of Education 

Muustry of Finance and 
Economy 

Finance and Economy 
Task 6: change tbe functions oftbc Ministry ofTnde to be Ministry of Trade 
and lutematiooal CooperatioD 
Task 7: all specialized agencies such as administration developJDCDt, national 
planning, computer, Arab statistical instiMe should be re-Jinked to the 
universities or ministries in accordance with their ftmctiom 
Task 8: request all Ministries and goveramem depanments and ageACies to 
pmeot propoub for U.Ovmc and developiD& tbcir fuoctioas according to 
the DeW comtitution and tbe political and ecoaomic projecta for chlnge 
Task 9: review all coua11ercial, fiDanc:ial, and economic qreemcDIS signed 
between Iraq and foreign govermneucs, organizations, and co~es since 
1990 
Task 1: abolition of all wort permit visas given to f0teign eq»loyccs 
Tut 2: prcpmtioa and eueulioa of rebabilitatioG of manp>wer propunme 
Tut l : maintain food ratioa 1yi1em and iqllovc its tncdlanism and rmcw 
of aoods list durina aix months 
Tut 4: aecbng· up criteria and procedurn required for mininalm waac level 
ill all sectors 
Task S: execution of the Social - ,:., FUDd as Dirt ofSSWS 
Tuk I: lbolitioa or all oil puau and prcfcmatill agrmneats 
Task 2: maintain food ration system and m.>rovc its mccbaaism and review 
of goods list during six moolbs 
Task 3: rrvicw 111 corranercial, rmancill, and economic 1pecmmts signed 
betwmi lnq and foreign govcmm:nts. organizations,. and corr.,anies, 1iace 
1990 
Task 4: preparation of follow-up repons for MC on the foreign trade and 
balance of p1ymmts situation 
Task S: preparation or foreign trade forecu1 and pttdiction of economic 
relations devclopmenr with foreign govcrumeDll 
Task S: cxeculion of the economic vroicct for chaue 
Tuk 1: ideutilication of invesunmt opponuniues iD iafrul1\IC1Urc, 111gcstion 
of public investmm& critma , projects selection. and imurin& iu flnlllCC 
Task 2: prcparatton of indicauve economic and dc\-elopmcnl plan on national 
.and regional levels 
Tuk 3: execution of some economic: struclUlll reform prograrrmes such as 
priva1izarion 
Task 4: r· future stra1eiic vision projcc1 
Task 1: prepanition ofr~uircments for bencr public heahh management and 
services 
Tuk 2: execu1ion of Public Health Fimd as pan ofSSWS 
Task 3: maintain health standards to domestically produced medicine and 10 
~ned medicine and medical eauiDmml 
Task I: prepara1ion ofrequircmcnts for basic educa1ion 
Task 2: exccu1ion of Basic education fund as pan of SSWS 
Tasl I: execution of EPCI 
Tuk 2: preparation ofsn urly Economic Warning Sys1em for MC 
Task 3: preparation of follow up economic, fmancial. and monetary indica1ors 
monthly rcpon for MC 
Task 4: prrparalion of microeconomic and financial forecasts for the 
Ministries, politic.I panics, and privlle sector institutions 
Tuk S: establisbmcot of new Baihdad Financial Markel 
Task 6: arrangement for foreign· debts senlemcnl with IMF, WB, Arab. and 
regional institutions 
Tuk 7: · arran2emen1 for senlcment of lraai Joans ttiveu to foreiim 

•• A fonn.11 and detailed proposal for lhe lDRC was prepared for the IDRC sub-group. 
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Ministry of ApicuJturc 

Ministry of Foreiip 
Affairs 

Mumtry of Jmttct 

MUUJtry or Construction 
and Housing 

Muustry of Trusport and 
CornBllUCatiom 

M1n11try or Oil and 
M111ml 

Minisiry or En\'ironmm1 

Tht Go,·cmorates 

Mirustty or Industry 

sovernment, imtitutions, md complllics 
Tuk 8: ~ IDd executiou or tax reform programme 
Tult 9: prcpuation mcuma for rcduciJI& the size of informal sector 
Tuk 10: in¥ovin& lax collection procedure 
Tuk 11: prepamioo and executi.on orbanJcillg system reform 
Tuk 12: : tioo IDd execution of vermnr:llt fimncial reform 
Task 1: liftiD& mtric:1ions 01I agriculture product tncle except for health and 
enviroameul cooditiom. 
Tuk 2: review and esmblisb new stntegy IDd policies for agriculture 
development 
Tut 3: ICU the role oh 'culture deve bank 
Tuk l : arrupmcnt for fomp debts llld war rcpanlioo senlcmcnt wilh the 
cmr:aucd foreip pertia 
Tuk 2: c:oordimlion cffons lo rttSUblisb lnqi pcrsonncl and prof cssional 

11 m Anb. ioaal and Ullnmtioaal o · 'oas and instituliom 
Task I: anu,cment for return of public and individual propmics and wcta 
1akco by die previous rqjme laden. miniltm. and ICDior oft"tcials, pany 
leaden and all coocCTDed coqianics and pmonas 
Task 2: prepanticm or criteria for 1'w'Uhh and propcnin w system 
Task 3: prq>aration and execution of Nles for the cases of conflict or public 
intcTau with I ccooomic and fmanc:ial intcrats or lhc liriciam 
Task I: follow-up of the ~lcmeolatioll or lhc public: in&aslrUCturc projects 
Task 2: citecution of rcfonn prosr-nim: for rcbabtli1a1ion and maintenance of 
the c . . infnstn&ctwc 
Task I: prcperation and ~IC'lllelllllion or 1 coa.,rchcnsi\'C and modem 
corrwnuDication network and public transponation 1ys1cm 
Tuk 2: follow-up the ~lcmncat.ioa of infraslnlcn&rc pro1ccts cspc:cillly 
roed5 
Tut 3: preparation and uccution of rchabilnation and maintenance 

for lhc cm . infru1111C'bft 
Tut I: prcparatton and execution of irwcs1men1 projects fOf crude oil 
production capaciry to incrclK to 6 mbld 
Task 2: preparation and uccution or mvcstmmt prOjeclS for ps producuon 
ClplCll)' increase 
Task ): prepanrion and execution of au liquidation pro]CCt for domestic use. 
Task ~ : revive and modcmiu sulf\11, phosphate. and renilizcr production 
industries 
Task S: opcntion or oil rcfancrics and m1in1.1min1 lhltt mondu stock 
apacil)' 
Task 6: uecute a proparrmc for rehabilitation and maintc~c or oil 

o· 
Task I: preparation and UCCUlion or marshes fCVl\'ll project 
Task 2: pnpvarioo and CltCCUtion or desertification project 
Task 3: preparation and execution or sewage and san1wy systems 
Task 4: prq>aratJon and execution or mines clearance proJect 
Task s preparation 8Cld CX«U.lion I proj ect for elim1111tion or chemical. 
biolo 1cal. and nuclear effects 
Task I: exccuuon or to•11 planning. disaibution of land for housm' aJ guided 
bythclDC 
Ta.sk 2: I.ion and execution ofunual ovcmoratc bud cts 
Tm I: preparation and execution of projects for clcclriciry increase for civil 
and industrial USC 

Task 2: preparation and execution or projects for drinkini; water ind for 
industrial USC 

Tulc ) : ration and CX«Utioo or 
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procmction capacities to civilian use 
Task 4: licenses for new indusuies should be subjected to only health and 
enviroama:it cooditiom 
Task S: erec;t ud develoo indus1rial zones 
Task l : comrol of money supply ud give advice to the government on 
inflation and other ecoaomic and financial issues 
Tuk 2: maintain stability and follow-up foreip exchanae rates developments 
Task 3: maimain enough reserves of fomp cumac:y and assets 
Task 4: preparation of criteria for tbe 1ettlemm1 of old forri8Jl :fimsx:ial 
obligations 
Task S: prepu111ion of aa ecooomic Earty Wanuog S)'S1em for MC 
Tuk 6: full comidmtion oftbc EPCI 
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EXEClmVE SUMMARY 

Iraqi polidcal eeoaomy 
The current intacst in the ccooomic prospects of Iraq is arisen by the likelihood of 
changing the ruling ruthless dictatorial tegime. Indeed, a lot of foreign interests are 
focused on the present acute IDd chronic political md economic crises oflraq for a 
number of different reuons. For the Iraqis, there are distinct and iw:pelative needs to halt 
the rapid deterioration oflivin& SllDdards in tams ofmalnutritioa, poor health conditions 
IDd education services. widespread unemployment IDd enviromnc:nt pollution. Hence. it 
is nee c ssary to ~ve the eoonomy by iDcreaina production, iDveslment, and 
coasumption. While mmy poli1ical and economic iDdige:nous factors have CODDibmed for 
more thlll three decades to the praent aate of a1fain. especially the war with Iran and 
the second Gulf WW, the UN economic and tnde lllDCtioas imposed OD Iraq since August 
1990 ~ agnvmed tbe situation. However, the country•ubundance economic and 
bumlD J'e90lRCS. which me likely io be mobilised, provide may promising opportunities 
for lbe lnqis a wdl u foreipi business concerns. 
In dealing wi1h the Iraqi crisis, the role of the USA is of special imponancc. As it is well 
known. it bas pall interest in the CNde oil oftbc Gulf c:oumries including Iraq. The 
present USA policy of ,egime cbqe in Inq and eft'oru of the opposition Inqi political 
pll"lies md groups associm.ed with tbis policy me necessm y but might not be sufficient to 
bring the aqeted democratic dllnges in Jr.q. It also needs the implemenwion of new 
economic project for cblnge. 
Iraq is wegoriscd among the group of the developing crude oil exportina cowitrics. It is 
typical of the model marked by rellbve lbamdance of economic, natural and human 
resources as weU as vast capabilities to benefit from crude oil 4' ps in achieving biab 
rates of cc:oqomjc: growth and 11CCCJention of social development. Despite of the radical 
chan,e of political ciraa:ns1ances over the Jut five decides, the essential requirements of 
economic growth, social. and political development remained without fundamental 
change. The country's economy still continues to depend substlntially on oil revenues for 
financing current and invesunent public expenditures and provide the requiied f oreipi 
currency for imports. Therefore, the two primmy c:oodi1ioas of ec:onomic growth have to 
be satisfied. The first is to iDcreue non-oil exports. Secondly, for public finance it is 
essemia1 to increase taxes generating &om non- oil domestic activities. 
Analysis of Iraq's past experience shows that oiil, development. and democracy are the 
main elements of its political economy. Also, the experience reveals that since the 
establishment of modem Iraq in 1921, coherent or effective ec:onomic policies were 
missing. In the early I 950'a. the pabstantjal increase of oil revenues bas resulted iin a big 
but inefficient economic role for the government. For many interrelated political. social, 
and economic factors, the conc:cpt of government's unified economic policies never 
materialized. During the last five decades, public expendinues financed mainly by 
incrc:asin& oil revenues were the only instruments of the government to influence the 
economy ·and increasingly became the main engine of economic growth. employment. 
and contt0lling inflation. Significantly, since the early seventies, the allocation pattern of 
oil revenues through government expenditures coupled with wide political oppression 
practices of the ruling Baatb party greal)y contributed to the present acute political, 
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economic, social, and environmmtal criseS. The role of the public sector sobstaotially 
increased as a result of both oil revenues and the vague socialist ideology of ibe ruling 
regime. On the other band, the activities of the private sector have been weakming md 
the prevailiDa mmtet impcrfectiom dominated the economy. As a result, Iraq 
experienced differc:at degrees of the hiddm economic crisis. i.e"7 high dependence on oil 
reveaues for public fimmce and the ttttding impor1aDce of private sector activities. 
While the aovemmcm depmdeoce on oil revenues padually increased, the economy md 
the lnqis dependence on public expenditures allo incrcucd. Unfortunately, the dynamics 
of lea relilnce on 1U.es amended from domestic non.- oil 1Ctivities IDd more dependence 
OD oil revawcs led, in the fiDll IDll)'lis, to the present tynnt ctictaroriaJ rqime. Wrth 
heavy dcpmdence oa oil exports ad tbc absence of relevmt economic policies, the 
economic p>Wlh IDd democ:ncy baw been crippled. 
After Aupst 1990 UJd the Gulf war 1991, the cxistin& hiddea economic crisis exploded 
u oil export& ad all lnq'I commercial, fimncial, lad eoooomic tdaliom have been 
laC1ioDed by 1he lJnitCld Nations. Tbe role of aovemmcmt ad the public ICClor IS 
economic and politiCll powa"S ltlrted to collmpsc. And despite of the implementation of 
1he cun:cnt ration food sysacm, the economic IDd IOcial blldsbips oftbe Iniqis have 
iDcrcued. Since 1990, lbc aovernmcnt lost huge .mounts of oil revenues and its 
ecoaomic IDd political pip OD powa' ha been weakening. AJ time IOCS Oii, the 
economic crisis becomes deeper llDd wider and the lnlqis become poorer. To alleviate the 
crisis and deal witb iu grave consequcnccs, there should be mdical political dumec. The 
application of wcll«fined economic and suucturaJ refonn as well as development 
policies is also necessary. 

Tlte eceaomic project rer daaap 
Tbe pcoposecl Economic Project for ChlD&e in ll'lq (EPCI) is bwd oo the recoplitioo of 
individual economic. social. and politic:al freedom. Its immediate objective is to 
implement sets of iDaqraud finlncial. ec:ooomic. IDd lldministPtive measures to deal 
qcntly witb tbe problems of poverty, uncmploymc:nr.. inflation. and provision of 
essential goods md lel'Viccs in the short- nm. In 1bc medium- term. EPCI aims to apply 
two lelS of policies simultmeously. The first is a package of macroecooomic, fiscd. and 
monmry policies to maintain economic stability and control inflation. These policies 
should be coupled with institutional measures 10 f'acilicate the implementation of the 
required suuctural economic reform. The details of the financial, investment. 
consumption. f orcign trade, md oil policies arc formulated in consideration of the 
prevailina circumslanecs. Tbe scc:ond set is to embuk on a buic govcrmneot investment 
progruunc including only the ecooomic (physical), social, and environmental 
infiasuucture projects. The aim is to expand production capacities for increasing 
ec:ooomic growth. employment and sustain private consumption. 
The social objectives of EPCl are to be met through the proposed invcstmcot programme 
that would expand basic education, public health services and improving the distribution 
of public wealth and revenues. Also, EPCI shall comribute to the proposed unified Social 
Security md Welfare System. 
In (new) Iraq, sustainable economic growth demands more than liberalization and 
privatization. Realistically, it needs structural econonUc, social. and political changes as 



~u as expending production capacities. Explicitly, EPCI aims to increase output, 
employment opportunities, and rehabilitation of immpower skill and capacities. Also, it 
Dintains active role of the privmc sector, reappraisal of public c:ntcrpriscs as part of 
privmizatioll popamme, and idmtifyiDg new investment opportunities. EPCI shall 
c:onsidcr the need for modifying the publicly owned militmy industry for civil use, 
pl'O\isioa of electricity, drinking water, constructing sewage systems and sanitary 
f.cilities in the cities ad main towns, building schools, hospitals and clinic cam:n. 
EPCI lpplies rcaJisljc 1pp10ICh with pnclical meas. RderriDg to the suggested 
nec:utiaa timdable ad mec:hanism CID sbow this. E.g. Syncbronizcd lleps have to be 
1akcn ID rmew the current food ration system, to reform the banking system. tbcn to 
reform the fiund.IJ market, then the implemeotatioo of priVltizllion before liberalizing 
fottip nck llnd flow of capdal. 

Sb-81esk prlorttiea 
EPCI comiders clciceanl.izltion of public economic decision processes • the 
,ovanon11cs level as essential way to improvina ecoaomic decisions IDd development 
conditions in 1be cououy u well as to support democncy practices. Specifically, EPCI 
mticipa&a the proposed Federal sys1e111 for Kmclisuo · repm tba1 would maintain the 
Staae IOYCl'Cipty over the natural economic resources. Oil IDd ps. llDd and wascr, the 
ripu of utilizing the IJ*C md W8ler' and ocbcr sources ca not be CUSlOIDized for partial 
seopapbical or populmtion benefits. Thus, there is uraent need 10 alloca1e oil revenues 
onl)· to iDfrastructure projects. Also in this respect. EPCI considers the formulltion and 
implementation of the macroeconomic policies u the sole responsibility oftbe central 
JO\'cmmml It is by definition. the macroeconomic policies can not be dis- aggrepied to 
fit pctial needs. 
Since EPCI asccnaim lbe stratcp role of oil sector both in providina lhe financial 
resources required for erecting and developing the inftastruc1Ure of the country and the 
foreipi currencies for the anticipeaed hip level of impons. EPCJ fully appreciates the 
fact lhat oil is a strategic international commodity that need not be monopolized by the 
producers. The flow of Iraqi crude oil in the world market should be maimained. 
Also, it is strategically important that lnq pursues its economic powth on the basis of 
me awtet economy thouati it should maintain the fmiction of the Swe in achieving 
public social development objectives. 
lo ltCneral, EPCJ assumes those close economic relations between 1nq end Arab, 
reltional. and foreign countries would g:rca1ly benefit aJJ. Jo pan.icular, the relations with 
the main oil consumin& couatties such as the USA are essential and \'CT)' useful for the 
future of lnq. 

Tiit cbaUea1r 
\\.'hilc war reparation and non- commercial debt should be politically settled, some 
suggest only financial remedies to the prevailing economic problems. However, as 
history revealed, lhc government in manipµlating non- economic foreign policy and 
influencing domestic po~- game politics should not exploit oil wealth. Instead, public 
oil revenues must be aJIOC81ed to finance public infrastructure projects. Alongside, a 
power· sbarins. political system should be established and the public decision -making 
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process must extend to include all political parties, govemorates and local communities, 
and the (proposed} Kurdistan Federal region. 
The challqe facing Iraq is bow to utilli:e public oil revenues for promo1iDa economic 
and social development as -well as advancing democratic pradices in a &ee marltet 
economy. Unlike 1he weJJ.Jcnown economic ad fuumcial refonn paclcage of 1be IMF and 
WB in terms of scope, priorities, and social contents, EPC1 provides comprehensive. 
consistent, and future visionary policies to respond to such challenge. BPCI policies will 
ensure positive dynamics of the main driving forces in lnq, i.e. oil, development. and 
democracy. 
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THE ECONOMIC PROJECT FOR CHANGE IN IRAQ 
ECONOMIC POLICIES AND A PROGRAMME OF ACTION FOR THE NEW 

DEMOCRATIC REGIME . 

Summary 
The far-.read>ine objective of this document is to establish new fo'IUldatiom and policies 
for the IDIDlgCIDeDt of the Iraqi economy bucd on economic, social, and political 
freedom in order to cmure biaber smndard of living and improviD& the quality of life in 
the country. For this purpose. it PfOPOICS an integnded seas of economic md public 
fimnce policies and institutional ammgemems based on Radivating market zned>anism, 
to be implemented by the new democratic govermnent within the fnmewott of the 
required economic reform, growth, and social development RqUircmeD1s iD the sbcnt and 
medium.cam. 1hc role of the Staie is outlined to include the impleme111ation of a wcJ.1-
ck:finM inva1meul programme conskring of a laqe number of physic:al. IOCial, and 
cnvironmcDtll iafruttuctme projects. The investment prognanme is assumed to 
be6n•rwd by public oil revenues. A social security and welfare system is also suggested 
for its imponance in the medium and long· tenn remedy of Iraqi development problems. 
Signific:cJtly. in deeling with the Iraqi complex crises. it should be realized that oil, 
development, and democracy arc the main inb:n'Cla1:cd elements of the political economy 
of Iraq and have to be considered together in formulating and implementing the policies 
of the new government. The given conclusions and propositions are derived. on one band. 
from a unified and consistent analysis of the Iraqi experience over the last five decades. 
On the other hind. it is based on a fu&ure vision that Iraq should play a positive role in the 
Middle East region and in view of the international coatemporary ecooomic. 
techooJ()lical, and political developmCDl 
Iraq is endowed wieh abundant nawraJ and human resources2 as well as the desire for 
work and political \\ill of the nation for radical change. Such endowment and 

2 
Cultlvamble agricultln llDd iD lnq WU esrinMted 11.CI mi1lioo 0oacm (Doaem-o.25 Hectue-2500 sq. 

meters) md oaJy I 1.3 millioa Doaem were med iD 1960. Tiie donelll ulilizied ._ iraaased to about IS 
mmion Dooem io 1be emrly ~eoan.. While DO recat smistics ue 8'/ailabk. from our obscrvlboas so the 
'hinle of land *lamation policy duriDc the seventies Ind eighties we may 'oaclude thl1 cu!Qvatablc: land 
has not incrased. In fa.ct. lnq followi a low productivity cultivalion sysum c:aUcd Nair and Nair where 
balf of die land (23-26 million Dooem) is. cuJtivacd wbile die raa will be used die leCODd yar in order to 
keep the laDd fatilicy. Uaril Tartcy p>wnunems si.ted their policy of self-me ....-resourca of Tip-is 
aDd Eupbrlles, IOcaJ 11111.W Wllft l'C$OUl'CIS was esrimat.ed 11 about 10 billioa cubic: metcn. Tbis was 
recently reduced to about 63.9 blUlon cubk ~ ofwbicb the aroo11111usediscstimlted11 about 49.11 
billion cubic: lnC'leT$. Source: The Unified AIU Economic Report. 1999. W11.er resources cm bt used 10 

irripi.e 1be avait.ble lp1culnnl land subject to developmem. m>rpnizatioo. Ind redistribution of~ 
moun:cs. Iraq bas crude oil proven resava esrimated ll about 112.5 billion t.nel iD 2000, i.e. I0.991t of 
lhe world 10ca1 n:serve. Iraq produced ID avcrqe of2.119million barreL'day ill 2000. Source: The Unified 
Arab Ecooomic Repon, 2001. Siplfic1Dt!y, lr8q bas tbe QpaCity '° iDcreue tu productioo to more lhaD 6 
naillion buTellday if cm finance the required invcsanent in the oil industry as lnqi advisors anticipales. 
Soutccs: . . Iraq is abo bu JWural ~ ~ csti!Dlted at about 3109.0 billion cubic snetm. It produced 
only 4310.0 million cubic meters In 2000. Source: Iraq also endowed with '°"11Jlercial quantities of sulfur 
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~ qualify 1he country for high rates of economic growth and employment, 
and r1Pid social and enviJOnmen1al development 
Since the establishment of the Modem S1az oflraq (1921-1932), the Iraqis have been 
Kti''C. workin& bard and experiencing many ways for the managancm of 1bcir politics, 
economy. and toeiety. In the 1930's and 1940's 110 economic progras was made. Ju oil 
m-enues increased in the early fifties, the hopes wae high for economic and social 
de\·clopmenL Uatil the early semitics, there was no anticipation that 1hc bright prospect 
of drvelopmcat would be set beck coatinuomly to reach 1bc existing political 
dicw.onbip. widespread economic hlrdship 8Dd miseries, social suppiessiao. and far, 

CD\"iromneat ad security cb8os3. Since tbm. the counuy ~much of its reaoun:es 

Ind the lnqi people lost tlW buic rip and their economic, social. and political 
liberties beclnsc of the blckwmd and irrational policies, corruption and terrorism of the 
pram1 dic:worial rqime. 
N a result of imUtulional deteriontion and DOD- adbetaace to law, and ~0se of the 
prevlliliaa deep rooted ad complex crisis, there seems to be no solution but the ndical 
cbansc of the present repe, as almost all Iraqis and IDIDY COUl11ries believe. In the 
ecooomic sphere. there should be a package of effective new economic policies to 
~acomc the crisis md maintain growth and social IDd euviromnemal development. 

llld ~ wtUch procb:ed J 300 meaic 10m ill 2000. nae mourecs qualified 1nq 10 eslabliab 
~ iDddry liDce lbc Ille aewatics. 

T.S popullDaD of lnq WU atim_, c.,., 22.1mWiclllill2000. lt WU 15..SIO millioa in 1985. baq 
IU)' tic eamidcnd densely popallled CXIUllll)', II tbc populaticnlwa WU 52 individual/ lq. Jdlomeun in 
2000. focal llDd oflnlq iJ 431317 *I· kilameem 
l A»nsing • economic crisis ud d>e deca iontioo iD die l1Udlrd of living in terms of GDP growdl llld 

pcT tiplWGDP ind.iCIUll'S is DOC reliable ad relWsde. In fact. tbc IOYCl'DDM:1ll utional 1CCOU11tS smistica 
ft IHlt.adin&· . 
1llC ao••DIDClll smistics csriimted tbc VI.Ne or Gross Domcslic Product (GDP) at curn:at prices iD 2000 • 
USS 13544 IDillioD apinst USS 66130, 74933, IDd 67631 million a tbc yan 1991, 1999, llDd 1919. 
Ho.ncr, our esrimetes adjuaod by die a.I values of tbc hqi I>illlr ncblnp nte in tbc free market 
{Jl9rallel mlrtet value) shows that the GDP value of2000 is USS 6597 million aa.ly. For 1991, 1990, llld 
tm the ninm"' (..Sjulted) values ofODP's are USS tl09. 12975, IDd 16975. Ta.is aam that die real 
Clidjuud) GDP per c:apiu in 2000 is CIQly USS 219. lu real val\llC wu USS 2142 md 711in1980 IDd 1990. 
Howcw:r, rcalily iD lnq Sbo1" 1blr lbe praea1 IDODdlJy ,.a.y or a UDiwnity pduaae civil ICl"VllDt baviDa 
man tbaD ftftoca yo1r1 iD Ml'Vicc is only 6000 (silt tboumld) bqi Dinar (ID) wbicb ii equivalent to only 3 
(dine) US Dollar. Tbls Is &r below lhe poveny line in Middle Eu coamries at even in LDC of Africa IDd 
AAa. 1bt minimum cost of aaemial food requirelDems for a flDIUy or four mcmben is DOt less Iba My 
USS. Addia& to it the COit or clothes, tnmspOn. and the accommodaboD rem. tbeD ioW minimwn COSl of 
livil!J 11 pmCDI prices is aboul 100 (one bundred) USS. Comperina tbe pmem roomhly sa1lry i.e.USS3.0 
with the 11111e salary level in die 1979 which was about USS 330 and m 1989 which was mbout USS ISO, 
1he gnvtty of economic crisis cca be easily assessed ad me dl:laioralioD in die SllDdlrd or living CID be 
judpd. Abo, the del.eriulatioll of tbc cxdmlp nac oftbc ID ~to a pal CXICDt the IG'iousness of the 
problem. Jniqi Diall' in 1979 was equal to USS32J while .a praait die USS is equal to 2000 ID. Needless 
IO mention tbc deterioration of public beaJth, basic educarion services, and I.be eoviroarnent pollution. Such 
well-known facts and obvious Indicators assess the heavy economic and sociaJ burden of Che lnlqis. ID · 
coatns1. Saddam's govmuneot, bis relatives ·and few thousands of beneficiaries. and b.ish rank B&'ath 
pany members enjoy the privilege of co11SU1Ding the bi&b price laxury imponed &ood5. 
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Hence, a (new) government in Iraq will face wide range of difficult challenges. In 
searching for ureezrt and practical remedies with implemeotation mcchamsm, it is 
necessary to consider the people's objectives as well as the historical experience of Iraq 
sustained by clear vision for economic and social ~lopment. The absence of such 
policies" and vision for the management of the economy may partially explain the 
weakness of the Iraqi political parties due to their 'lack of experience and misplacement of 
their piorities. N; the experience showed. any proposed policies should avoid the 
tendeac:ies for over-aeoeralisation and linguistic non- viable compromises between 
cootradictin& objectives on the discussion agenda. 
Teck1ing the economic crisis in lraq can not be limited to the relevant economic, fiscal, 
and monetlry measures. as usually debated during the · government annual budget' 
discussion in politically stable cimmstaorn. Tbc d.imemions of the prevailing crisis 
eXleDd beyond the mere definition of the stabilisation macro policies and asteSSiug its 
fimncial requirements. It basically needs 10 deal with the absence of economic, social, 
and polilical freedom as well as tbe uraent need for c:mbuking on huge in\IC5bDeDt 
programme in the c:ounuy's pbysiQI and social in11aslructure. 
In this document.. however, issues related to the role of economic factors behind the 
political and social crises, democracy and the government economic mismanagement, 
ad the implication of the exis:ring market imperfections, shall not be addressed. Also, no 
formal dircussion is given 10 the controversial implications of the widely known fiscal -
monetary oriented reform policies against the need for public investment, and the ripe 
conditions for the inlcgration of the Iraqi economy with the world capitalist markeL 
1\e sugested Economic Policies and the Programme of Action (EPPA) are based on th~ 
individual economic freedom - ficedom of property ownc:rsbip, work.. 1nlde, and 
competition - and social freedom - freedom of speech. expression. culture uad social 
values practices - and political freedom. EPPA is also based on the efficiency of the free 
market mc:ch•nism for mobilising and distributing the economic resources, the important 
role of the private sector for increasing economic growth and employment. and the State 
function in erection and financing the infraswcture projects as well as macroeconomic 
reaulation. Alongside with the economic diversification svategy, EPPA aims at 
improving the living standard in terms of income, employment.. and the provision of basic 
health and education public services and social security. EPPA also aims to improve the 
competitive capacity and gradual integration of the Iraqi economy in the world market. 
These objectives can be achieved by dealing with the current w-gent economic and 
financial ·problems as well as maintaining the development requirements in the longer 
tcrm. Such tasks n:quire immcdiale and near fuhD'C institutional changes in the Collllcil of 
Ministers and the goverument economic and fiscal departments including public sector 
enterprises. 
Sttategically, the security and political stability in Iraq and the Middle East. depends 
heavily on the success of the (new) regime in securing economic and social freedom and 
progress as well as maintaining the management of the economy within the democracy 
endeavours. Equally important.. Iraq is a major crude oil exporting country in the region 
with significant oil proven reserves. Yet, Iraq is in dire need for oil exports revenue for 
financing its economic, social, environment, and technology requirements. The interests 
and the will of the Iraqi people arc con.fined to the utilisation of their resoW"Ces for the 
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erection ad modaDiadon of 1bc physical. social, and environmeDtal infrastructure 
projects and improWlg the standard of liviDa IDd the quality of life. Hence. for the 
intcmltiona1 community in pncn1, IDd the Ulli1ed SUlleS of America in particular, the 
flow of lnqi oil mpons into 1bc tD:1JY world mmk.et am be pmauteed for a long time 
to come. ID a wider coatat, lnlq sbouJd haYe full ad positive political. economic~ social, 
tedmoJogical. scic:ntific, and cultun1 rellsions wi1h the developed countries. Such 
economic studegy 'bucd on the individual economic freedom is relevant to the existing 
cballenaea of the eoded•JIOOIY globllisltion ml 1be imep11tion with world capitalism. 
Far lnq, it ii CX1remely .impm1ant to llCquire and utilise modem knowledge, scieoce, and 
ldvmced 1edmologies for iucaeaing production IDd productivity a well u to benefit 
from the wrieties of culture ad IOCia1 value pncticcs. 'Ibis is a muiual benefit strategy 
for Jnq Yil+vis the Anh.. RcaiODll. IDd imaDlltionaJ community, IDd the only option 
availlbk for the succea of tbe (new) political rcpme in lnq. 
Prospect of EPPA Is in line wida1be inlenwtjona1 C0111miJu11y ccooomic and political 
developmen•• lt Ibo rdlecu tbe poUrictl will md desire of the 1nqis for peaceful IDd 
comuuctive rclalions wi1b i1s ncipboars, Anb IDd foreign coumries. Therefore, the 
sugcsted praparic measures in min& oil revenues md I or forcip loas to deal with the 
C\llTCllt economic crisis, IS defined oaly by tbe aovemmcnt budget deficit md tbe deficit 
of tbe be'enc:e of paymms, me DOt sut6cient IDd would not be suitable. They need 
-.a~--· . _.. --.!-1 qualf6Clltious -"'1UIU econoauc _, - • 
EPPA is di1rcrcat. in IODle aspects. .&om tbe widdy advocated economic;., fiscal, 
IDODd&l'y and edminimative stabililltioo and reform policies in the developing countries 
due to the diJtinauisbed economic, IOciaJ ad political features of Iraq. In Iraq, there 
exists cooscrvative Islamic values, • likiD& for social justice and solidarity, sympalby for 
tbe poor, strong family ties. tbe w:astable IDd limited role of the political panics. Also 
prevalent ue; widesprmd mmk.et imperfections and lllCk of infrasaucturc, a significant 
economic role of the State mi public sec:tor oripwing from public oil rent. a weak 
priVllC sector and cntrepn:::DeUri, mad abundance of naNral economic and human 
resources. lt is also essential to expand decen1ralisalioa of the decision making process 
llDd the Wluence of the govc:morau:s and the local communities in nmnma their 
economic and finaacia1 aft'ain.. TbclC femures make it difficult 10 assume effective 
impact of the macroeconomic policies without qualification. However, economic, social 
and political freedom IDd the availability of resources provide ample opportunities to co­
ordinale between She conditions of cc:oaomjc growth in free market and competition and 
the functions of the State in utilisjng public rc:soun::cs. Also, the available abWldaot 
resoun:es am IChieve an acc:cptable depee of social justice in the distribution of benefits 
of pUblic wealth among the citizens. 
As for tbe significant political proposition for Federal system in Kurdistan of north Iraq, 
EPPA sntcgy and policies are in line with the principle of maintaining the State's 
sovereignty on the counay naruraJ economic resources and satisfying the conditions for 
effective macroec:onomic policies. That is to say, 10 ensure the application of a unified 
govemment ccooomic policies. 
Of special importance, the macroeconomic policies of the (new) government should 
consider the liberalisation of the economy from unnecessary State administrative 
regulations as well as considering the strategic role of oil revenues in financing the 
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infrastructure projects. More specifically, EPP A also. targets the reduction of the State 
high depeDdc:nce on oil sector in fimmcin& its expenditures and ~· The State should 
iDcrcase its reliance Oil taxes gmaating from the econmmc activities of the people. This 
is why it is impottaut 10 link the future oil exports policy with the absorptrYe capacity of 
the economy. However, such emphasis should not be interpreCed as refraining from 
acknowledaing the implications of the crude oil world mmtet conditions on the Iraqi oil 
policy. It is simply a matter of national deve)opmmt priorities. 
The implcmenranon of EPPA would facilitate the establishmmt of an ccooomic ad 
political system dmactaUcd by wide practice of decenttalisation in the public decision 
manna praca1et ., as to improw the living standard especially in the less developed 
1ovanonaa ad emuriDa the politiCIJ stability. 
Since EPPA is baed oa COIDJftbensive malysis of tbe exicrin& Iraqi crisis and past 
cxpericDcc. IDd they are cmsistent and economically efficient, it is DOt advisable 10 
paerlle m1DY options OUl oftbcm. Such claim, bown:er, docs not restrict 1be dialop. if 
diJJcrem. poups may come out with a vcrsiao which serves ad beocfiu all lnqis. 1bis is 
My it ii DDl suitable IO assign the l'ClpollSlDi.lity for defining and formulating the 
ecoaomic ad social policies, such as EPP A, 10 Id hoc joint politic.I commiUees. 

1-1: TIM EcHoaic ud PoUdcal Coaclldou for Cbaap 
The ...,,...ec1 ccooomic project for cbanae is based on the prevailing cblrecteristics of 
the 1rlqi economy and the &Vlilable resources. It comidcrs the variant economic 
experiences of lrlq. ln 1be J 930'1 and the 1940's. the economic development cffons were 
very limited. Durina the J 9SO's, the implementation of development programmes was 
sipificant but not sufticiCDL In the early 1960's the can:nlised development planning 
ha bepn. In the emly 1970's, the role of the State and public secior in clevelopmc:at 
plannina were domiDmlt. Since 1974, tbe substlmtiaJ increase of crude oil exports and 
rnaaues were behind the govanmcnt's economic exp1DSion policies. ID terms of GDP 
.,.Ov.1.b nt.es, the economic achievement during the 1970's was impressive. However. the 
real enaine of growth wu oil's expon revenues ralber than the efficiency of aovmunent 
ecooomic managemcaL As a maaer of fact, the go\lcmment substantially resuicaed the 
ecooom.ic freedom of the individuals in the psopaty ownership of tbe means of 
production. trade, competition in the labour and commodity markets. As the long war 
with Inn bq\m (1980.1988), the economic recession and the huge exhaustion of the 
famnc:iaJ and human resources became apparent Then, the economic situadon rapidly 
and severely deteriorated immediately after the Kuwait crisis in August 1990 and the 
imposition of the UN sanctions. 
While we advocatc ~ implementation of EPP A, iit is necessary to ascer\lin thal the 
differences among economic interests and social classCS ilod groilps should be reflected in 
the policies md manifestos of the political parties. The conflict of interests ·anct 
competitions is not somethin& strange and improper even in the current difficult 
circumstmces wbich need more co-ordination and co-operation between the democratic 
political ICtivities. It is the essence of the targeted political. economic, and social 
democratic process. By expiessing the various interests we in fact establish and practise 
the long awaited democracy that maintain free expression. the majority rule, and the 
peaceful compromise among thc5c interests. Such a step is also necessary to defi.ne 
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clearly the position of the political parties as far as their domestic interests and the lnqi 
COllUDOD inleresls •gainst the objcictives of the regional and imematiooal' conflicts to 
obtain un&ir cc:onomic IDd po-political benefits. It is abo necessary to ascenain 1be role 
of law in pmteding the economic ftcedom. 
Since EPPA refJOCCI the interests of the majority and (may) gain the 1JUSt of the 
politicians, it will succeed in having the people's support. Needless to say, the absence of 
such policies in the manifestos of the political parties makes EPPA endeavour more 
viable. EPPA ldcqualdy compromilcs between the interests of the Iraqis. It comprises 
the policy alt.emllive that wouJd save the country from the consequences of the current 
economic IDd fuvniKW aim within a fmnewodc of ballJ!Cfd short-term urgent needs, u 
weU u pcrformiaa tbe tatb for impoving the public social services in the medium-term. 
At lbe same time. EPP A preludes the implemeutation of 1bc maeied economic wt social 
dnelopmmt stndeSY which is hued oo maximum utilisation of oil revenues and lessen 
1be State's ~ on crude oil apons tbrouab undaWina economic ltrUct\nl 
dwnps in tbe Iona-nm. 
Tedtnic:ally, EPPA peruses dlec:tivc ad timely baJ"DN'd application of an inlepated 
packaae of macroeconomic, ~ and monetary policies in order to ensure economic 
mbilily mJd control inflalion tbll arise from the existing economic and financial 
imbelanca a wdJ u to 1IDdc:mke ~ ecooomic reforms. These policies should be 
~eel wi1h the implcma:n••ioa of a buae 1ovcmme:m investmcot programme for 
the compleliou ad upp1ldina of lbe public infruttucturc projects. 
The successful implementlltioo of EPPA is subject to suitable political environment. 
GiYCD tho political and leCUrity stability, the (new) regime should be constitutional IDd 
dc:mocntic that proCec:1S the persoaa1 libatjes ad basic civil and political rights for aU 
citi1.cm. Tbc (new) regime lbould reficct the economic interests, social val~ and the 
c:ulbft of all-social aroups md individuals repn:Uess of their religious, acctarian. tribal, 
ethnic and nciaJ oriaiL The (new) reaime should be institutional that allows the freedom 
of f onnina political penies and sroups and the establishment of social oraanisadons. It 
should also practise gmeral election to cboo!le the people's representatives (parliament) 
who would take m of 1be lcgisletioo pocess md monitor \be aovcmmcnt performance 
KCOrdina to tbe comtitution, law, and pe- determined procedwes. It is also assumed that 
lbe government, a one ~rity's party or collation, and all other political active parties 
should present their political, economic, and social proerammes for democratic public 
discussion before assuming the responsibility in the government and participate as an 
execution panner. All political participants should accept the government and public 
rights in having full ~ to lbe information, data, and indicators relating to their 
progrunmes and ccooomic policies. Also, tbe civil servants should perform their duties 
far from bias to the interests of the political parties even if their views are diff crcnt from 
the govemmeot policies. It should also be emphasised that \be political representation in 
the parlimnent is not enouah to ~fleet the interests of various groups of the society. Such 
sepiescntanon mUSl be extended to tbc public institutions, military and civil. as well as 
the economjc, culture, ~ religious private institutioas aod organisations. 
In line with the need for more deoentralisalion in the management of the govemaratcs and 
local conummities, EPPA assumes that the local governing bodies should be responsible 
for the identification and finance of their local small projects. These bodies ue also 
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responsible for dealing wi1h the local economic and financial affairs of the .govemerates 
through their budgets. The governerate budgets should not, however, overlap with the 
government regional planning p1epared as part of the national development plans and the 
mmual investment programmes. The latter would consider the reconstruction of Kurdistan 
in the north and the marshes area and other govemartes in the south. 
Specifically, the political issue of Federal system proposed for Kurdistan of the north bas 
two main economic implications. The first is related to the State's sovereignty as far as 
the ownmbip and utilisation of the country natural economic resources. These public 
!e90UICeS such as crude oil and gas and minerals, water, land IDd the rem ofusina Iraq 
space and related public utilities shall be public and all its returns belong to 1bc State. Tbc 
exploitation of these resomccs by other parties should be arranged OD the bases of a 
unified State's law and regulation to be applied in all parts of the country without 
prtjudice based on pograpby, economic, ethnic, sectaria or rdipaus criteria. Tbc 
sccood economic implication of 1bc suggested Federal political l)'ltaD is relmed to the 
conditions for effective ~ n=gu)llOry policies. n. policies mould be 
undercabn and implemented by the central Govemmcnt without geographic IDd 
economic biase except for reducing the disparity in public weal1b's distribution and 
development indi<*ors when necessary. 
Tbe implemem.Don of the macroec:onomic policies will pave the way to execute a 
nlDDber of economic reform prognanmes, i.e. priVltisatioa IDd ex-post evaluation of 
public eaterprises. reform of the banking system. public heal1b KrVic:cs, socials~. 
llld government administrative reform programme. Also. it will serve the identification of 
1bc sector-wise sntcgies, objectives, and development policies and iDves1ment 
opportunities. EPPA responds · adequately to the prevailing politicll reality by daling 
quickly and diJectly in a c:onsiderale way with the mgent problems such as the hi&h prices 
of stable foodstuff' and the cost of living. Also it considers tbe burden of foreign loam, 
the occd to increase revenues of public finance and crude oil exports, incacasing 
employment, and tbe reduction of grave disparity in income disuibuaion and wealth 
accumulation. EPPA also responds to the economic reality by c:murina the effectiveness 
of the nw:roeconomic policies in correcting the price structure, especially the exchange 
rates, interest rates. and wages. IS well IS in reducing the deficit of the govemmem 
budaet. the trade balance, and the balance of payments. 
Due to its expected effects, the application of EPPA would help to sustain tbe 
interrelationships of the economic interests of all regions IS well as accelera.tina the 
development of Kurdistan and the sowb govemeratcs tbrouab the use of oil revenues in 
financing the infrastNcturc projects. 
Since the issue of bow public oil wealth wilJ be utilised in .ICbieviJJ& ecoDomk:. social, 
and environment development, is essential in dealing with the aisis. EPP A clearly 
determines the requited ways of allocations and the responsibility of the aovemmenL In 
this respect, it is necessary to avoid any hasty strategic cbanae in the public ownership of 
oil and gas industry until the (new) government succeeds in Rducing the State 
dependence OD oil revenues and the completion of the required · structural economic 
changes. Therefore, oil wealth power and/or the pennission for new concessions to 
foreign concerns and/or the Iraqi private companies, necessitates the State's monopoly of 
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oil sector. More dearly, the ownership of oil industry should stay public at leut for the 
time bein&- . 

2-1: ..... llid4lal - Appanat F.eoaomit Crtsil of lnq 
The period following 1he implc:memldion af the UN Food for Oil Prognunme io 1996, 
mad 1be incrasiD& revenues auociated with it, wi1nessed a growiq Arab, regional and 
ill'en.Ooaal intaesls in the comprebm.iive crisis oflrlq. As in the stands taken in the 
wake of the Kuwait criais ad tbe economic md trade bJocbde imposed on Iraq in 
Aupl 1990, lbe rc:aom for 1bis CODOC!l1l were wried, reflectina ~ financial, 
CICOllOIDic, polil:ical md lllegic illtaesu of1be wrious parties. 
Domesiiet!b', lbe crisis ii becoming more complicated. It takes 1be form of unbounded 
l)TIDDy ad terror apimt the penonal IDd public ripu of tbc people. IOCiaJ IDd cultural 
-5 illldJectuaJ pcneculiOD ml tbc iDcrcuina bcavy economic: burden OD the people. The 
ailil Jod to aap...-.od detaicndou ill living mndards ad the quality of life, 
bam•itrim md impainw of the dipity of tbe people. 
ID ID)' evmt. al iue:speethe of the immedille ad future interests of the neigbbourina. 
Arab IDd foreip eouldries vis+vis Iraq md their political view of the preseut regime, 
tbe C8Ulel of lbe currc:nt emoe c:ri.lis are still in pl.Ice. h is tbe lnqi pcopfe alone who 
.mrer tbc dire c:omcqumca of it ml it is they who sboulda the responsibility to bring 
1be crisis ad tbe prevailina mte of decline t.o 111 md. 
Tbe fonmdon oftbe modern lnqi St.lie in 1921 bas been fnugbt with aCnenJ problems 
tbll c:ontimwt in conjuncdoo with tbe inability of the first govcmmenu t.o improve the 
eccmamk conditions of the people. Also appu-eot. 1heir failure t.o teeme political stability 
tbrouab co-opeaatioa with the political parties mnd forces to govern the comauy 
danocncically. Evidmdy, the newness of tbe State and the need t.o c:rade its institutions. 
coupled with ocbr:r domestic reuom, "Mn: behind the COll!im.latioa of the problems. Tbe 
limi1cd social llld political aw11eoeu at the popular level, the low level of economic 
ICtivity rcpresaned by few t.mncsses, backward qriculture and primitive bandic:nft 
indusuy. Also, the limited financ\al ta0urces of the State. the narrow parameters applied 
by aovamuents in the formulations of their policies, have all sustained these problems 
before and after World War Two. 
Since the bqinnina of tbc 19SOs, tbe .poli~ economic and IOcial problems worsened 
t.o the point of crisis despite the huge iDCTeaSe in oil revenues and the Jaunchin& of larJe­
scale State investments as pm of few developmeot programmes. There has been npid 
dcvelopmeot of social and political consciousness OD the one band. and on the other. the 
ba&btened imamtinul -duh •pinst the hlckp>und of ronflicring oil imcrcsl. the cold 
Wlr and the fear of nationalist and socialist Uberalization ideas spreading in Iraq and the 
Arab coumries. In those years, while the Governments' interest waned in expanding the 
participation of political parties in power and tended towards eca>mmodating political 
pacts with allied collotticis. Rural developmeot continued to be oealected. particularly 
their failure in addressing the deleterious social IDd economic:: cooditiom of the peasantry 
in tbe southern pan of the country. The benefits of the Swe 's investment and 
Govemment current expenditures, however, were limited to urban areas. foreign 
companies enpged in the construction of public projects and the activities of the 
commercial sector. 
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After the 14th July 1958 revolution, anddespite1he encouraging promises, the call for 
democracy re.ceded. There was a political failure in form.in& broad coalitjons and/or 
accepting the principle of political opposition by parties and social and economic groups 
to government policies. The results of1he economic develop:nart plans, implemented 
thereafter by succeeding governments, were not more than the direct upshot of oil 
revenues which continued to be used in the construction of slow·retum infrastructures 
end financing curreut expenditures. 
Since 1beD the negative consequences of the policy of relying heavily on oil reveoues to 
increase economic ICtivity and employment bepn to escalate. Such a policy was 
incapable of crating economic surpluses, i.e. iDcrcasiDa production md produc:aivity and 
financial surpluses. i.e. increasing domestic saving for ioves1meDt purposes, outside the 
oil scctor. With the beginning of the 1970s and in spite of the Datioulisation of the 
foreip oil companies. the nature of oil revames did not change except iDcreasin& their 
~hane. llld improving the govemmeat•s •mintelligeat capecity to bide their neptive 
comequences by m.eans of rapid Wp-scale public sedDI' imports. Indeed,. the grave 
consequences of die neglect. consciously or unconsciously, of the strategy of diversifying 
the sources of national income bad iDcreascd and the policy of increuina dependence on 
oil revenues to finance consumption and imports. investment ad employment by the 
Alie continued. Duriq the same period, it became clear that the regime rejceled the 
principle of circulation of power and/or sharing with the political parties the working out 
of economic development strategies, targets md policies. 
ln the case of Iraq. economic development presupposes maximmn utilisation of oil 
revenues in financing State investment in the economic infras1ructure (roads and dams), 
the social services (basic health and education) and the enviromncnt (development of 
natural resources llDd protection of public wealth) needed by the country. However, the 

· Slate expenditures and the paaem of relatioo betwceo public oil revenues and the 
political, economic and socill development in the 1970's, and the 1980's reveals the 
gr1ve role of the expansionist economic and fiscal policies pursued by the sovemmeots in 
the CRllion and complication of the present crisis. 
ln 1953 oil revenues contributed around ID 3.2 million to the ordinary annual bud&et of 
the state with allocations of approximately ID 31.S million. That coottibutioo iDc:reased 
in the years 1958, 1963, 1968, 1971, 1974and 1980toID26.I million,57.2,91.6, 179.3, 
1,123.4 and 5,556.2 respec;tively, to finance the annual ordinary state budget for which 
the foJJowing corresponding allocations were made: ID 75.6 million. 126.8, 220.6, 344.8, 
l ,400.3 and 6.261.S. 
For the purposes of financing development projects under the Development Programme 
(1951-1959) ID 338.5 million was alJocated out of oil ~ues out of the total allocations 
of the programme amounting to ID 347 .1 million. In contrast, the total oil revenues 
allocated in the state economic plans during the 1960s amounted to ID 661.3 million 
against ID 749.8 million being the total of allocations under these plans. 
In the 1970s, the f\md earmarked out of oil revenues for the financing of economic plans 
was ID 8,810.9 when the total plan allocation was ID 9,683.3 million. 
The total oil revenue of Iraq from 1968 to 1979 was estimated at USS 145 billion 
(approximately ID 45 billion) out of which ID 7 ,63 J.6 was allocated to financing the 
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mmual ordiDmy budgets and ID 8,978.5 to finance the 11111ual state iDvestmart 
programmes. 
The value of imports of foreign goods incrcued from ID 37.6 million in 1950 to ID 61.8 
millian in 1952; 121.8 million in 1957; 145. 7 million in 1961; 247.9 million in 1971; 
773.4 million in 1974; 1,426.9 million in 1975; 1,738.9 million in 1979. Apimt 1bst tbe 
non-oil exports of 1raq MR estimated at 20.t. 18.8, 12.9, 7.9, 36.0 llDd 84.0 in the 
conesponding yean. Tbcle fipa reflect partly the grave neptivc economic 
comequeoces of increuiDa ~ OD oil revenues. ad tbe failure to reali1e 
econcaic md finmcial surplules out of tbele revenues as the deficit of the bellftC'#: of 
tnde and heJ"R of P9)'madS sbow wbm tbc value of DOD-Oil c:xpons 1re excluded. 
While it was possible in the 1970s to Jepress intlationary effects iD the economy and bide 
1he l)'IDptomS of the crisis. the exbl•ntion of public finmci1I revenues, most of which 
MR derived from oil, in the war with Inn. bas ·publicilcd tbe econcm.ic crisis. In 1his 
COlllal, it ii Yf10llb DOiing tbll lnq'I foreip cunaM:y iaerve1in1980 WIS estimued It 
USS 32 billioD (1pp1oximmly ID JO billion). 
Knowiq 1bat the tot.II value of oil expons during tbe war yars (1980-1988) WU 
estiptcd Ill USS 223 billion. Ill a time when the S111le'1 ordinary budaet expenditure IDd 
mmuaJ invatmcnt propammes wa-e reduced. 1bc politically legitimate wt economically 
vital question of where and bow this huge DltiomJ weaJdi MS disposed of becomes 
patently obvious. 
On the plane of political economy, tbc rd.mom.hip of1he public sector with the increased 
oil rcveoues is quit.e signifiClllL The percentage comribution of the public sector (or the 
•socillist' ICClor) to the poss domestic product iDcreued from 11.75% in 1953 to 
14.21¥.. 18.59%. 21.93%. 23.47%, 2S.31%, 34.69% and 80.94% in the years 19S6,1960, 
1964, 1966. 1971, 1972 md 1979respec1ivcly. lfthe crude oil poduction sec:aorpublicly 
owned since 1975 and constitutes 61.9% of GDP, b excluded. the public sector's share in 
the llUUlufacnuing iDdusay iD the domestic product iDcnued from 11.65% in 1953 to 
32.22'/e in 1964, 47.6,..4 in 1971 and 53.04% in 1979. This is iD line with the oil revenue 
inaase. In qriculture, it iDaeascd &om a m~ 0.26% during the 1960s to 4.52% in 
1979. In wbolCSIJc and reaai1 U1ldiDg ad hotel scdOr, lt increased from 1.12% in 1953 to 
11.89% in 1965, 2S.12% in 1970 IDd 32.36% in 1979. 
The N1ina regime bad failed in man•ging the economy yet it remained in power throuah 
organised tenor apinst its people coupled with the excessive waste of oiJ reveuucs iD its 
repeated aaempts to overcome the rising economic, fiscal ind social problems in the 
manner of trying to put out fire. lbe vasi oil revenues. ~ the main source of public 
finance owi~. ~ oo ciconomic ac:tivmes and exports. helped the regime to justify its 
political slogans and to siafiii.power:These rrienues led the regime10 enamgle inimae 
useless armaments projects. launch war oo Iran tba1 lasicd eight ycms (1980-1988) md 
the invasion of Kuwait in 1990 and its dcsttucUve consequences. 
In the 1970s, SWc expenditure on consumption. investment. import fimmce,and supply of 
a few ~c consumer goods Ill affordable prices was sufficient to promote economic 
activity IDd achieve sipificant increases in cmploymem and income of tbe poorer 
sections and improve their saandard of living. These pins wa-e made despite the 
frequent shortages in food supplies, consumer goods and inputs required in production. 
The period also witne5sed the rising price of houses and public services; the crowding 
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and queuing in front of sbOps for vegetables and milk or in front of shops s;ellina &oods 
imported by the public sector; and the faltering of productive and investmmt processes. 
The widespread construction activity and the vogue of foreign trade activity superficially 
appeared as though Iraq was ~ a aigantic dm:lopncDt leap and actually 
achievin& high mt.es of economic growth estjmated at ll.S% in the 1970s dealde. 
However, the iacreases in the domestic value of crude oil had always underpinned the 
increases in economic growth (ODP). It was the major constituent of income for the 
government's ordinary budget md the IOle 1e>urce of revenue for financiq the 111Dual 
investment prognanmes u well u the IOUl'Ce of foreign currency ocedcd for the huae 
impor1s. These facts refute the superficial impressions on the same of the cc:onomy and 
confbm the exisrence of a hidden economic crisis. Of equal importaDce is the economic 
fict that tbe percentqe ccmtn°bulion of crude oil production to GDP bad increased from 
3:29A.in 1968to44%in 19701Dd62%in 1979. 
In the J910s, tbc Iona war with Inn dnliDed Iraq's humln. finmcial md economic 
raoun:es. Ris1Jt from the fint )'air of wm, it was ao lonacr possaDle to CODlrol the 
suueturaJ economic imbalance IDd the S!m's fiscal deficit nor was it poml>le to bide the 
symptoms of the explosive crisis despite resorting to oil revenues, finencial racrvea and 
foreign lous. With the &Jtering of oil exports at the beginnin& oftbe war, tbe s)'IDPWIDS 
of tbe hidden crisis, repraented by filling production ad productivity, steep rile af 
prices and unemp)oymeat for tbote wbo did DOt join the Wlr, swiftly surflced. The 
burden oa tbc majority oftbe people of1bc iDcn:asiD& current expendjture by tbe Slldc, to 
secure the demands of the war, and the fall in public investmeDt and expons had become 
obvious. · 
1mrnedi11ely after tbe Wlr with 1ran, the submer&ed economic crisis emerged to the glare 
of publicity. Yet. the search for radical JOhaions to tbe real ccoaomic md developmeDtaJ 
problems did not occupy 1bc attemioa of tbe regime. It was aot only the biab policicaJ 
costs and the difficulty of m1Mgjng lhem tbl1 explains the lack of such solutions. In fact. 
the regime considered the manifestations oftbe Staie's fiscal prosperity and its poliacaJ 
uses u evidence on the success of its policies IDd their lpprOVal by the people. However, 
as our experience revealed, the regime bad no petspective IDd sufficient knowledge of 
the conditions necesmy for economic growth IDd the requirements of social 
development 
As to the effects of the UN economic IDd trade sanctions, politically imposed since 
Aupst 1990, they have contributed, with astonishine speed. to deepening the economic 
aisis and intcnsifyina its damaginc impact IS it bas always bcco expected whenever there 
is large~scale fall in oil exports. 
The danger posed by the contin'Ult:ioo of the sanctions then. simultaneously with their 
massive contribution to the detenOfatioii of the baSic Sod~ economic IDd environmental 
structure, especially during the period prccedllig the implementation of the •food for oil 
proeramme • under the supervision of the UN, coupled with the erosion of savinas IJld 
wealth of the people and the State. have also exposed the false claims of the regime of its 
success in mmagjns the economy and developmeot before 1990. The survival of the 
regime then and now is binged on the revenues generated by oil. Unfortunately, in 
reality, the continuation of sanctions and implementation of the food for oil programme 
have helped the regime in consolidatine its political absolutism, controlling the lives of 



the people and v.akerdng the limited economic independence that they have enjoyed 
away from the St.ale's direct influence. 
On the finmciaJ level, and concum:otly with the Utj\IS1ice m=ci oat to the Iraqi people as 
a result of sancti~ and the orpnis.cd plunder of their oil wealth on scandalous political 
and immoral pounds, IS evidenced by the compensations paid to States llDd foteign 
nationals and meeting the expenses of the UN agencies engapi in Iraq, the lifting of the 
sanctions would not greatly reduce the suffering of the people nor would it chln.ge the 
prevailina milerable conditions. 
The etJects of liftin& the sanctions are limited to the volume of revenue aeoend:ed by 
c:nadc oil exporu. IG4Uiml Ind disposed of by the rqimc without national comrol. 
Ahbougb llDCtiom bring benefits to some intemltional, rqioaal and Anb parties as well 
as the lcadin& fiaurcs of the rqime and their supporun. the political and fjMncial 
implications of the sanction for the regime will remain inespeaive of their lifting or 
coadD,ll!iOQ. tntilPlllely, dleie implications will be the IDOSl imponant .-nd not their 
social ad eConomic impact which, as far as ordinary people me concerned. shall mnaio. 
Al presem. and imspective of the new forms of sanctions intended to prevent 
rearmament. the daily talk about t1'ldiDg oil under the trusteeship of the UN or smuaiin& 
it by the regime, md 1he nature of sale contractS with companies and trade agreements 
with States ad individuals; there is obviom llDd urgent need for investing oil revenues to 
abmt the exishna economic and financial crisis. as it bas always bec:n, dependent on the 
proper way of IDllMging the economy ·a practising democracy in the policy and 
decision making process. The mere accommodation of cxpcc1ed oil revenues to the 
fimncial needs oftbe country, a COlllJDOD solution, is not sufficient to deal with the crisis 
ahhoush it temporarily lightens the present suffering of the people. Equally' the planning 
of development by giving priority to the prevailing 1nding comiden.Uons in the 
iDtamtiona1 oil markets, and enb'cndJiog the depeodcnce of people in their economfo 
activity on the swc, is insufficient to meet the imperatives of solutions in the Jong nm. 
As they have led to deepenin& the dependency of the regime on oil production and cxpon 
sector, the sanctions have deepened the economic dependency of citiz.ens on oil revenues. 
These economic 11nd political consequences (dcpcndcncy) also extend to the policies of 
the two Kurdish governments in Kurdistan and include the financing of their cxpcoditure · 
on administtatioo, security and public services. 
The danger inherent in these consequences is that the total liftin& of sanctions or limiting 
them to stop rearmament would enhance the capacity of the (present or any military or 
non-dc:mocr¢c) central government to blackmail the people politicalJy and 
ec;onomically. Unfonunmely, such high dependence of the govemmc::ot on oil revenues 
will add to its own wCakness, which wowd be reOccted in acting more irresponsibly in its 
domestic 1nd foreign policy, on the other band. 
1Dercfore, we believe tba1 policies concerning the oil sector, the requirements of 
development and the conditions for democracy, individually and collectively, should be 
the axis for the programmes 1Dd policies of the new govcmmenL The political parties and 
groups should adopt such policies if their efforts are to succeed in the short run and be 
effective in transforming the country in the long nm. 

2-2·1: Economic policies 
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Since the 1950's, the economic role of the S181e may be IDlllysed within four main stages. 
a: FiDaociDg a number of economic (physical) infruCructure projects in .the 19SO's. 

'Ibis wu necessary though not sufficimt to undertake radical aud wide economic 
and social changes. 

b: Partial control of industrial and economic activities through the public se.ctor. In 
addition, financing a number of economic and social infrasttucture projects in the 
1960's. 

c: Compldc monopoly of forcip trade IDd direct ININIF"'enl of the ecoaomjc ad 
soc:ia1 iDfnmuclurc projects u well 11 of sipificmt DUIDber of commodity 
production ad services by public sector. Also, this period (late 1960's to the 
1910'1) witneued tbe role of public sector in the c:onstruction activities. This is the 
mge of wide and decisive economic intervention 

d: Since August 1990, it is w:ry difficult to assume lbe exiamce of ecooomic policies 
or coherent meuures. There were IDID)' detailed, attered, pm1ial, ad mbit111y 
decisions. It designed to aerve the nmow finmcPI ad political sclf·interesls. The 
praeat period also witnesses die complete absence of the fiMnciaJ IDd economic 
institution in plrticipaling with 1he gon1uwm1 in the decisions. Therefore, the 
pre1mt period may be c;aUed the chaotic md institutional and political deterionmon 
era. 

The main economic policy aspects of put experience need to be analysed and considered 
in 1be future a follows. 

a: The monetmy policy was not effective since interest me wu low and almost aable 
as well a foreign excbaoge raaes were fixed for a wry long period despite of the 
value of the Iraqi c:urrency dct.eriontioo since 1980. Money supply responded only 
to tbe iDcreue of pemmmt expenditures and money liquidity of the public sector 
wee high. 

b: The government fiscal policy bad only govamueot expenditures as the main 
variable to influence the economy. No imponant role was given to the government 
banks and tbe role of private banks and the financial nwket wu absent. 

c: The aovemment ability to control inflation through inc:ieasina the imports by the 
. public aector' under no financial or economic aip1City consuaint to weakening the 
private sector activities. 

d: No need of foriei111 capital helped to empower the governmem economically and 
politically. The role of the private sector rcccdcd fur1bcr. The abundance of 
govcmmeat fiDIDciaJ n:sourc:cs relaxed the efforts to maximise the benefits from 
Iraq foreign economic and commercial relations. 

c: The ~ proccc:tioo policy of privalc sector production ad investment activities 
have Jed to weaking the entrcprcDeunaf and quality aeterioration of domestic 
products. At the same time, it adds more economic and political power to the 
government authorities. 

f: The govc:rmnan employment policy bas diminished the role of free labour market 
in improving the allocation of manpower among different sectors. Also, the 
politically motivated imployment of Arab manpo~ without qualifications have 
wcalcencd the economic and political bargaining power of the Iraqis. 
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1: The policy of leaving low direct and indirect·tax.es greatly helped the govermnmt 
to impose 1heir policies. On the other hand, the policy led to Jessenhig economic 
indepc:ndmce of the Iraqis and the role of private sector to influence govemmc:ut 
economic policies. 

3:-1: EceHmic and Financial Problems and Remedies 
I ·J.I: Flu•mJ Reloaras ud Foreip Debt 
Tbt a:acity of financial llMl foreip cw1mcy resources became a binding constraint on 
ecooomic Klivitics. Oil revenues have sbmply dccreued and DOIM>il ex.ports me almost 
non exjstmt Also, tbe real value of dommtic public revenues such a tues ml custom 
cxcilcs and public lel'Vices returns hive substantially dcc:reued u a result of the 
ecooomi~ deteriorllioa ad 1bc inefficiency of the govamnem fiM!M:\aJ management. 
E VCD ii the aovermnen.t ability for co»ec:tiing domestic revenue restored. public revenues 
-ouW mJt ~ IDCft' 1hlm its 1989's JeveL Also, fmei1D sources iDcludin& short· tam 
low IDd Rte credit for financing imports bave reached its maximum. Thc:ref~ the 
fiDmcial IDd foreip cumocy rcsourees will l'Cllrict the iDlJ*l of the ecooomic policies 
of tbt (new) 1ovemment. 
To estimale lhe required fimnciaJ resources, the following needs have to be considered. 

L Financina 1bc recoastructioo of public projects. Most impoatlbt, oil projccls for 
maiDiD& oil CXJ>Ol1S capacities IDd majntajnine oil reserve. Abo important are 
ecoaomic infrastructure projects such as roads export seaports. ccmmnmic.noo 
facilities. water dams, drinking water, and electricity production and distnl>ution 
projecu. Also needed social infnsUuctme such IS public talth IDd basic 
edneatiou., and provision of minimum social care to 1be unemployed and elderly 
people. In addition. finance ii required for complementary investments iD the semi· 
idle public sector c:utcrprises such as sulfur and pbospbale mining fenilizer 
indUSU)•. and Waler discharge sewage. 

b. Financing CWTCDt government expenditures to carry on administration. beaJth. 
education. and public services. 

c. Finance is necessary to acquire imported goods and commodities for investment 
and for production activities of the private sector. 

d. Financins f oreip trade by f orcign loans and credit facilities. Herc. it is essential 
to apply new and clear cut SU'lllel)' to be guided by fiscal and trade criteria IO be 
detennined by the economy performance and lhe required internal and external 
macro economic bel•ncc. In this respect. it is nccasary to relatively reduce impons 
and increase non-oil exports. For foreign lOlll dcbls and Jong -4am trade: c:n:dit, it 
should be rescheduled aod settled In the long ::.nm in view of the future economic 
performance. It is very important to ascenain that it is wrong to consider the 
settlement of foreign loans and debts IS pan of a policy to promole inflow of 
foreien capita! in the sbon- nm. Such policy would not be useful if the economic 
and political barpining power of the aovemmcnt is weak as we envisage at least 
until the complete success of EPPA implementation. 

e. For military armament's debts and the imposed UN's sanctions. the political will 
of the nation should work for its cancellation and co-openue with the concerned 
foreign panics on the basis of diminishing respon$ibility of the Iraqi people for its 
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causes. The (new) regime should use peaceful foreign policy and relations to 
~mevethisaim. · 

;2.2-1: hafladon, Dcteriontioa ud Fladution ofForeip Exdwace rate 
As the policy of unlimited expansion of goveuuneut expenditures and low growth of 
output and productivity haw led to sbmJ> price increase despite the use of oil n:nt in 
depressing inflation; the economic, political, and social changes taking place since l 970's 
accompamed with significant inlemational economic and technological developments. 
The latter were reflected in the change of prices and qualities of imponcd goods and 
commodities and the increase of productivity and incomes in the developed exporting 
co\Dluies. Both have led to overvalue of the Iraqi Dinar (ID). The exchange of the ID 
was comtant till mid nineties by wrong poli1ical decisions. though it should have been 
devalued from the second half oftbe 1970's. However, instead of taking such a step. the 
government subsidies policy for imported goods and commodities md the ecaunulation 
of foreisn ammcy ad Sold reserve hlrve maintained the mtificial value of the exchange 
rate in a way DOC n:Jarcd to the economy's performmcc. Keepine the exchange raie 
constam is nothing but aovemment iDcreasing subsidies to surpass inflation caused by 
low output growth and productivity deterioration. Although discussions of devaluation 
Wc..e prohibited during the 1980's because of its political implications and revealing the 
government inefficieocy and 1bc already deterioration of the livina standards. The 
phenomenon also related to unjust pattern of income and wealth distribution resulting 
from both price change and government biased ecooomic and fiscal policies. However, 
ICtUll devaluation was apparent in the parallel market since the cod of the l 970's. This 
was coupled with the continous price rise. In an attempt to avoid devaluation, the 
govemment invented an ad hoc import policy that need not uansfer foreign cunency 
through Che Iraqi Cc:ntraJ Bank. The short-lived policy Jed to further increase of prices in 
the medium -term. The carrot and stick government's policy also failed to combat the 
sumugle of wealth abroad as result of the deterioration in the domestic political. 
economic, and social! circumstances. Thus demand on the US$ continuously increased. 
Against this. tbe dicworial regime continued to monopoliu and fully control all foreign 
currency resources. They have full freedom to utilize all government liquid assets m 
fiDancing military and armament projects. After the Kuwait crisis, where exportS were 
substantially reduced, the State foreign assets were frozen. and the government 
expenditures increased by higher rates, the exchange rate of ID rapidly and substantially 
deteriorated. 

3-3-1: unemployment 
oUring and. after iliC: wtii with Inui and the second gulf war. unemployment of the Iraqis 
with different skills and qualifications has increased substantially. Tbe problem wiJI be 
aggravated funher after the anticipated big reduction of the miliwy manpower and the 
return of the two millions or more Iraqi refugees from abroad. Such new state of affairs 
would greatly influence the new economic policies. Thus, the need for investment for the 
infrastructure projects in order to provide new work opportunities is apparent Therefore, 
labour intensive criterion should be considered in identifying these projects. Also, it is 
necessary for the govcmrnent to undenake a rehabilitation programme for manpower to 



increase labour produetivity and ensmc better allocation of IDBDpO\Wr among economic 
activities. 
The eovcmmcnt must act uraeutlY to impose reislrictions on foreip v.utm. This would 
c:rc:ate new job opportunities for Iraqis u well u to reduce the demand (consumption of 
foodstuffs IDd other goods and services) pressure. 
Also, it is essential to maintain low wage policy for the government and public sector 
employees UDtil hDeraliz.ation of pices is completed. 

1-4i EcoDemlc Pelidel of dae New 6-venmmt 
t.+t: ... prtadplea 
The IUCCCS1 of the govemme.nl needs serious commi1meots to implement the economic 
policies with clear objecma and impJc:rnentatioD 1imrtabte. This requires more than 
public llllDOllDCaDell DJJ/ or political documcm. It needs tbmoup discussion of the 
rdui .._ ad tull bM>lvanmt of Ibo panment ckpm1IDClllB, political pmtics, 
ecoaomic imtitutiom ml concam, and all c:oaccmed parties. All should express their 
interests. The forWlld prescntBtioD of the impJrmnlllDon DJedumjsm should also be 
initimed. Within dais uodcrsblnclina. it is necessary to rebuild 1be economic, financial, and 
plmming imdcusions with clear definmon of their functions and tasks. :Abo it is necessary 
to maintain the priYlde leCIOr freedom in building its institutions for taking care of its 
iataata. 
The SUUestcd economic policies and the programme of ldiOD depend OD the following. 

a: Tbc economic role of 1be State should be limited to the fonnulation and 
implemenlatioo of the macroeconomic, fiscal, and monetary policies. In addition, 
its development role should woc:entnde on the credion llDd maintainence of the 
economic, social. and cnviroamcut infruuucture projects. As for the existina 
public sector, one of tbe new government lasb is to implement privatization 
programme. The SU'ltegic public ent.erprises should be excluded. The govemment 
tasks should extend to include technical assiJtancc for identif)in& investment 
opportunities to the private sector. Reevalua&ion of public enterprises is a prior 
condhion for priwtizatioo. Jn this respect, -the govemmenl should adopt IDd 
inlqrmc pan of the public military industry output into civil industrial activities. 

b: To encourqc private seclOr and provide favourable environment for increasing 
ccouomic growth and employment, this requin=s the applicatioo of suuctura1 
economic, fiscal and administralion reform policies in the shon and mcclium· tmn. 
Also it requires. the continuation of lesseoing dependence on crude oil exports in 
the long nm. 

c:Jmprovement o.r living standards and employment should be considered a the 
outcome of free economic activities as well as part of oil revenue's utiliz.ation. 

d: In addition to the anticipated role of the privaie sector and the impect of liberal 
policies, the government aonual investment programme and indicative medium· 
term development plmnin& are necessary. It is one of the govrmment tasks 10 
pursue the public finance managemem and guide public institutions to perform their 
duties in different circu.mstanccs efficiently. 
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e: Consideration should be ~to development of the world economy. especially in 
oil and energy, foreign trade, common markets, flow of foreign eapital. and 
finmcia1 mmketa. 

2-4-1: lfteRmeat policy 
J-2-C-1: pablic brvatmeat 
It is impeallive to rebuild public utilities and infrastructure that were damaged or 
dcsaoyed liDce 1980. Among the priorities of tbele projects are the c:maction and export 
of crude oil. Also, in the priority list oftbe proposed projects sbould are oil refineries, 
pcuocbemical industries. sulfur IDd pbosphlde extnictioa, fmili.zcr industry, drinking 
Mier, and electricity. Also it is nocemry to inwst in. the heavy IDd medium enginecrina 
indumy. ID this catqory, pmt of the mi1.itlry industry should be trlmferred to civilian 
me v.ith the help or~ invatmcot. 
lD pumdDa public policies, carefuJ ccmsidention should be liven to investment criteria in 
order to improve its llloclDoD amoaa the aovemorates and regions. Public iuvcstment 
should be used to Rduce the disparity of public wealth among people. 
Public iDvcslmmt will remain ID importmt economic vmilble to influeDce the economy 
ad the andlrds of people living. 
2-2+1: bmlmaeat •f prtnte Mdor 
One of the m.m 1argdJ of EPP A is to let the privase ICCtor play 1m imponant role in 
increasina poduction, inYeStmcnt ad cmpJoyment. Free market economy need 
liberalization of the private sector's activities u well u the reduction of government 
intavcntion in order to m•intain free competition and macroeconomic equilibrium. For 
tbis purpose tbc aovemment must initiate and llCtively apply tbc economic structural 
reform programmes which include, tax reform. banking reform, fiDancial market reform, 
privllizllioo propamme and reevaluation of public emaprises. To support the privaze 
sec:tor. tbc government should crease favorable environment throuab tax and monetary 
policies and easing tbc administndive restrictions or measwes on invesuncnt. production. 
consumption, and tnlde activities. In addition. there is clear evidence that infrasuuclure in 
ccnain areu such u communications are in need of investment 
The public enterprises. such as specialized banks, can also tecbnicllly assist the private 
sector in ideutifyina invesbneDt oppommities. 
The government should under1ake rigorous administration and legal reform programme. 

~l: Com .. ptioa Policy 
J-3+1: Gonnammt· co•ampdoa npeaditare 
Government consumption (current). expendi~ .fOJ1DS a sipificant portion of national 
consumption that in tum constitutes high percentage of total demand. Since it is 
neccss1ry to maximize output (ODP) then investment (saving) ratio to ODP should be 
increased. That is to say, consumption ratio to ODP should be decreased. However, the 
minimum govemmem expenditures Will be determined by the minimum administntion 
cost for rmderi.og public services as estimated in the annual budget. Therefore it is 
essential for the govemment to take drastic measures to improve the given public services 
by strictly using the productivity criteria for ~ civil servant promotion and recruitment. 
More than this, public administration refonn programme-including military manpower 
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and pcrsoonel· should result in nduCing govemment cmraJt expenditures. Needless to 
mention that enough resources should be allocated to streDgthening the internal security 
appuatus and enforcing the 1cga1 and judiciaty system. On the other hind, the 
govamne:nt should mcouraac the govemorates and local COIDJJlDDities to mobilize 
financial resources to cover the expcmes of certain local aetivities such as k:indaprteD 
and public gardening. This would abo tal"\ICS the tazseted expansion of deoeotralization 
of the decision- makin,g processes IDd prepmation eftbe govemorates annual budgets. 
2-3+1: Pmate c:. ....... pdoe 
M a rault of infllDon md the nductioD of real value of salaries and wqes of 
pe111ncrt ad public led.or employees. cost of living increased substantially. The 
pattem of income and wealth distribulion bas allo CODUibllted to high cost of living. This 
led to pve detcriondion of liviD& llllDdads of the Inqis. ID terms of GDP per capita 
crilerioa., the JnqU .-e livina much wone tb8D they were before 1968. Thezefore, 
mcr..ma priwae cons11mpdoa is eamri•J IOCia1ly ad politically. Tbeomically. 
rcducina c:omumptioa may Rise Avina for iavellmcat which is t.dly needed for 
economic growth. However, 1he big IClle of living llaDdmd deterioration requires more 
priVllC spending on consumer eoocSs- h is anticiplled that the government would 
aWmaiD the provision of cucntia1 aoods 11 lower prices for 1be low-income groups. The 
ao~ must pursue the implementation of the SSWS. This policy will act as 
iaceatiw 10 iDcreue priVlde leCtor c:xpcnditures evaa more 1baD income levels. H.iaber 
priV81e c:xpendnma wvuld IUStlin OUlpJl llCtMties IDd increase investment. To support 
this trend the eoveamue:ut should actiwte tax policies: 10 meet the purpose. 

3+2: Foreip. Tnde 
1-J.+2: mpons 
Tbc need for iDcreaina imports of goods, commodities, and services are esseotial 10 
inc:rcue output, investment. ad consumption. Imports of foodstuffs, such as grains, 
cooking oil, ad supr, medicine, raw materials and intermcdialc goods for qricul~ 
IDd iDdusuial production are urgenL Also, it is DeCCSSlll")' to import machinery and 
instruments, bmspons means. md capital goods. Evai services should be imponed 
which the 1overmneat and the priVlle 1ce10r ~- The value of imports, however, will 
be determined ·by the results offoreip trade balance aod the bal1DCC of payments. The 
possibility of impon substitution by domestic products would case the problem of 
maintaining high level of imports till non- oil exports increase. Io practice, the 
govcrmncat abould ~Jimiutc u.de monopoly IDd cmurc free competition among traders. 
No eeopoliticaL .resirictiQ.~ OD iJpports _sbol:l!~ . ~--~· .P~ ~ction may be 
imposed as pan of the· temporm y protection of certai.n domestic products. ... · · · 
As mticipated, measures have to be 1aken to rationally allocatc the available public 
foreign currency earnings. However, the private sector should be ~ to impon if it has 
resources in foreign curmicy. 
1-3-4-2: Exports 
1ncreasing non- oil exports is the sccood essential condition for economic growth. Hence, 
one of the main tash of economic policy is to provide the conditions to achieve this 
target Iraq has good expon opportunities even during the transitional period. It is 
possible 10 increase exports of oil products, pctroCbemie:aJ products, cement, fertilizers, 



. ' 

BDd sulfur. Also, Iraq would easily export agriculture products such as pins and dates. 
Tourism bas aood potential as well. 
Obviously, increasing exports depends mainly on increasiDg production C8plCitics ad 
improving the quality of domestic products. The govemmmt may provide some 
incentives for exporting certain products. 

S-4-1: Corndioa ud libcnlization of Price struetare 
ID addition to the inf'Lltion problem, the prevailing price structure of goods, commodities, 
and prime faaors of production came imrneme problem f'or ay rational economic 
decision. Both the goVC1ument and the priYlle sector me not Ible to CDl1llC efficient 
economic decisions based oo the current prices. Evm individuals can not ensure good 
economic decisions. Many faclon have coldribuled to tlliJ price distortion situation. 
Govemment interveations, monopolies. 1.ck of infrasuucaurc, widesprad informal 
economic activities IR tbe obvious. However, libenliDtion of prices needs 10 be pdual 
llJd comillCllt with govcmment ~ policia. 1be process of price 
hDcnliz.ation would result in important economic, social, and political comcquenca 
CarcfU1 aaeotioo should be given to this serious problem ad tbc govcmme:nt should 
comider 1be following. 

a: To !Dlintain the provision of bmic goods and commodities at low fixed prices for 
low- income poups ad for a limited period. It should comider this u pllt of the 
existina ration system. · 

b: To achieve certain ecoaomic IDd fiMDcial objectives tbrougb import duties llDd 
custom policy. lbis is pat oftbe macroec:ooom.ic policy. 

c: To lflldually unify foreign exchange l*5 in one system. This is a prior step for full 
libcraliDbon of foreign exchange prices. It should be consistent with the 
macroeconomic., fiscal, and monetary policy. 

d: To reduce the existing wide disparity in income and walth. This can be partially 
achieved by tax policy consistent with the macroeconomic policy. 

Llbenlization of prices will crea1.e favourable enviromnent for increasing economic· 
powtb and investment. For social necessities. SSWS will ICt to counter tbe problems 
associated with the negative aspects of free market economy. 

M-1: Income Di.stril!Jutioo and Walth Accamulatioa 
The problem of income and wealth disparities is grave and has significant imponance in 
the deleterious politlcal, economic. and social situation of Iraq. Jt would also be an 
important flctor for the mgetcd overall remedies of the cummt c:ri.scs. In fact, income 
llDd wealth disparities arc ~ of the strong roots of Iraqi dilemma. Since the ruliDa 
regime SdzCd politfc:aT power -iuia li'iun the-alfocation ·or oil inenues accofdllig to itS · ·- · 
political and economic criteria, income and wealth disparities tw:.ne wide and acute. 
Indeed, it <:00tributed to the rapid deterioration of the standard of livina oftbe majority of 
people and the middle class in particular. Inflation, widesplead of monopolies. disruption 
of goods and commodities flow in the market, price disiortion, as well as taking 
advantage for gaining abnormal profit bas also contributed to the problem. 
To alleviate the impact of the problem and reduce the prevailing disparities, the 
government should consider the foJJowing guidelines. 

26 



a: To put more emphasis on the social infrastructme projects, especially ~UCldion and 
bcaltb, in utilmna oil revenues. 

b: To tmpt low and medium income groups when allocating public ~ 
mDOll& public ICfViccs. 

c: F.mpbasil lbould be given to modify 1lx policies and tighten tax evasion. 
d: To link waces and salaries of the goveuunent and public sector employees to 

productivhy criteria. 
e: To follow-up iDflmion indicators in order to maintain minimum cost of liviog for 

low- iDCOllDe sroups. 
f: To follow-up unemployment indicators to maintain positive impact of the 

lllllCl'CleCODOc policies on investment ml employment. 
a: To cncourqe priwte IOCIDr to incrase activities and devdop i1S institutions througb 

he 0 ldlpCtition and tbe 1aistance to reduce the me of infonnal IOCtOr. 

7.+l: Fllcal _. Moaelary Polidel 
Tbe pamnem fiscal ad monemy policies ml meuures have been cblracteriz.ecl for a 
loaa lime by iDeft'ec::tiveness and inability to fit the cbaDpd circumstllnccs. Tbe fiscal 
policy failed to conuibutc to targeted domestic macroeconomic baJancc. Also it filled in 
n0a:ma 1be peuweat "'Jd&et deficit 1brougb tax policies. It wu inetfcctive in 
improvin& tbe disparities in income and wealth. Tbc monetary policy failed to provide 
dlec:ti'Ve incenli'YeS for inwstments through iDtaest rmes and forcip exchange nleS. ID 
fild. rm.I interest nscs ~ neptive IDd foreip exchange rates wa-c fixed artific:ially for 
•lone period. They were overvalued since1be 1970's. 
h is. tbcrcfore. required to activate fiscal and moneLmy policies in order 10 IN!int•in the 
be1lnce ktwecn govrmmcnt expeoditura IDd rcvenues gradually. Also, it is Dt«SSary 
to mctiwae iDlaat nates u an instrument for mobilizing saving for iDYestmellt Collection 
of mes sbould be liven mough attention to iDc:rcase public revenues and reduce the siz.e 
of informal sector' iD the economy. Money suppJy, especially commercial credits. should 
be determined as pan of the policies aiming at intlation control. 
To CDRft effective fiscal mi monetary policies. strict ldministtation. lepl, and judiciary 
measures have to be taken. 

8-4-1: OJI Policy 
The Sb'atqic imponance of crude oil and gas reso\ReS with their abundant reserves 
require that oil policy should be part oflraq sust•inable development long- term strategy. 
One of the main objectives of this sttalegy is to lessen the cxistina hip dependence on 
auae· oil ' mcpom. This objec:dve can be ICbi~ by implementing two sets of integnded 
policies. The first is to JD&Yimiu utilizlltion of oil revenues in erecting and improving the 
economic. social, and eoviroomcn1al infrastructure of the country. The second is to 
encourage development of oiJ products industry and the use of gas as energy source and 
increase their forward and backward linkages with other sectors. 
Oil industry bas been dam•gcd as a result of the war with 1nm and the second plf war. 
Also it is damaged because of bad management and over exploi1ation of the oiJ ~Us. 
Hence, the industry needs huge investment to retain the capacity for increasing oil 
exports to pre gulf war Jevels. However, it is essential for Iraq to increase oil revenues in 
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orda' to · meet the required finmcial and foreign cum::ncy resources for implemmting the 
(new) public investmmt programme. Therefore. it is anticipated that during the fint few 
years of embarking on EPCI, the govennnent sbou1d pursue die policy of increasing oil 
production and exports as well as improving the investment agreements with the foreign 
conc:eraed in the field of new diacovcries md development. 
Fortunllely, the low production cost of Iraqi oil compared with other producers. Iraq is 
also lucky to have huge oil reserves. Bo1h low cost and high reserve capacities would 
maintain lnlqi export interest lpinst the risk of price reduction due to competition and 
market factots flucauations. 
Signifit3ntly, caU for pMm.alioD of the industry must be avoided in the coming few 
years. Also, it should not be justified and linbd to 1be problem of foreign debts. The oil 
industry bas a long -cerm sttate&ic role in future economic and 90Cial developmem and 
ca not be llkc:n out al put under foreign companies' ccmtrol Hence, oil investment, 
production. indUSlrial, and mabtiDg polices should not be influenced by the eummt 
fimmciaJ problems nor by 1he foreip ad domesdc political pressure. Until the new 
regime in lnq is well established IDd Rpin the necessary economic and political 
blrpining power, proposition for privltizltion of oil iDdusuy acts apinst Iraqi interests. 
In principle, optima) oil production and exports should be detamined by the absorptive 
capecity of lnqi economy. However, it is essenb•I for the government to coordimde its 
oil policy with the current economic. political, ad teclmology developments in the world 
encray mmteL It should, however, maintain the flow of oil in the market in view of 
supply llDd demand rules as well as its financial requirements. 

Pan Two: Social Secarity ud Welfare System 
It is not possible to assume tbll all social security and public services to be in one policy. 
The reason beina that all individuals and society wdfarc is linked to all economic, social, 
political, culture, end ICCUrity ICtivities of both the govemmeat and the privase sector. As 
it is known. the final lilD of the citizens and aovemmeot institutions is to inause 
material and non· material resources for improvin& individual welfare and 1he quality of 

. life. Therefore, welfce and social security should be given priority in govamnent policy. 
Absuact economic theories z:nay not support such an endeavor. But reality necessitates 
full consideration to establish new Social Security and Welfare System (SSWS) in 
Iraq.As the current crisis revealed, public health, baic education, and security apinst 
poverty trap is very essential. Past experience also revealed that a developed SSWS can 
be established by staaes and efficiently operated in Iraq. In the early stages of operation., 
it is imperative that the government should initiate the preparation process and examine 
~I i~ ~ponen~ ~ .. !'.~~le~~.:~ exi~ ~.u~~-~ ~~Ji.~~~ 
infrastructure can be developed to fit the new system even the government pension 
scheme and public sector pension schemes can be adapted to the new SSWS. It is 
expected that the complete system would be in full operation in five years time. The 
government, the citiz.ens, private sector institutions. will tbco bear the responsibility of 
running il It should be emphasized that such a system would not restrict private sector to 
engage in health, education, and imuranc:e activities. As experience of some developed 
countries shows, the competition between government and private sector in this field may 
be useful for both. 
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The proposed SSWS consists of tbr= basic bnncba, Health services fund, basic 
education fund. and IOCial security fund. Tbele funds arc independent in cerms of 
ftmcUons. ldmiDismdion. and finanrA" Health services fund deals with the provisiQD. of 
wide range of medical and health services from free visit to tbe local doctors (OP) mJ to 
hospitals, he medicine, to the OP visit to tbc·patiems in 1bc:ir home in emergency cues. 
Ensmlnce of medical tremmem should be D>1intained and regulated by the government. 
Tbe education. ftmd will provide buic education to :all children' s below 18 years age with 
the provision of school meals to thole under 1 O years. Allo, tbc fund will fimmcially 
support the pm:nll for ICbool clo1bing IDd other achool requircmmD. 
The IOCial ICCUrity fund assisls financially unemployed peopJe willing to work, income 
support for low· iDcomc poups.. bousiD& bmefi1s for needed individuals ad families. 
Allo, the f1md assists individuals in cmeraency c:ases. m: exemption. pension and 
fimDcial support to the ICDior cirizms. 

Put Tlane: S.-••ry of tile Pncrume of AcdoD 
1·3: Framework of tile Ecoao• _. flaudal Reform 
To dt.al with the pevailina diftieuhies. dl'ective application of the macroeconomic 
policies should be UDdcnlbo alODgSidc with indic:abve development plan. Tbe 
propmmne of ICl:ion bas two Slap. &ch may last two years. In the first. a public 
inw:stmcal proaaaawue for CRCtin& DI improving the niquired infrutnlcturc pojects 
should be implemented. At 1be same time. for maintaiDmg ovenl1 economic equihOrium. 
the govrmment should undertake active policies to regulaie agrepte demand, especially 
SovermDCDt expeodlitures, to reduce public finance deficit and tbe deficit of foreip trade 
balance and the balartt of paymc:ms. 
ID 1be second -.. public investmml expenditura should coatinue. Abo, price 
b'beralizaDon policies abould coatinuc. In this reprd. 1aXes md improvina the efficiency 
of public ente!prises such as oil products industries and public services have to be used. 
In this stage the privatization prognmme should be completed. The govemment should 
give special consideration to link wages and salaries of tbe civil servants to the 
productivity md imlatioo criteria. It ii expcclCd that 11 the end of this programme 
favcnble economic environment would be established. Such environment would sready 
help to increase inveslment IDd production activities of the Iraqi private sector and would 
encourage foreisn mvestment in Iraq. Big IDlllufacturing induscries. tourism. banking and 
financial services may aaract foreign invcstment. While opportunities ill construction 
scctor, housing in particuls, agriculture, banking and insurance, hde and services may 
be the focus of domestic private sector. 
SpeafiCilly,tbe following are & - main ·objeetives 1'f'lbe finl :Aage of the reform ·· · - · 
prosramme. 

a: To achieve radical change in public expenditure policies by minimizing government 
current expenditures and maximizing investment in public infrastructure projects. 

b: To mobiliu finlDcial Jae>urccs through new tax policies, improving 1aX collection. 
eoc:ouraging informal sector to join the formal sector, incrcain.g financial surplus of 
the public enterprises, and supporting commercial banks. 

c: Promoting consumption of domestic products. 
d: Gradual reduction of over protection of the private and public sector activities. 
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e: Scheduled reduction of the cmmrt account and balance of payment deficit. 
f: To link wages and salaries of the civil servants and public sector employees to 

productivity and inflation criteria. 
g: To impltment tax reform proaramme. 
h: To implement new bankjng system. 
i: To implement privatization prognmune. 
j: To activate monetary policy for inflation and price hl>eralization. 

In the second ~ the prognumne pursues iu policies to achieve the following. 
a: Maintain low level of public current expenditures. Foreign cwrcocy eaming 

criterion should be considered in identifying public investment priorities. 
b: To continue the policy of fimncial mobilization. 
c: To continue export promotion and reduction of the balance of payment deficit 

(certain amount) and encouraging invcstmmt in export oriemed activities. 
d: To terminate over procection policies desiped for production and investment of the 

priVlle ad public sector. Stnlfelic public enterpriaes lbould be excluded. 
e: Completion of the privatization programme. Independent specializwf'professionals 

and institutes should regulate the remainina public cmerprises. 
f: Liberalization of prices of-domestic products of the private sector. Foreign excbanae 

1111es should be Uberaliz.ed in view oftbe Iraqi centta1 blDk policy. 
a: Completion of the institutional and legal n:quiremen1S of the market economy and 

free competition. 

2·3: A Procnmme of Aetioa: Time Table for the Implementation of the Mala 
Economic Tuka ud Meuua 
For 1be implemc:ntation of the proposed economic policies and the programme o.f action, 
IDIDY institutional changes have to take place at the ministerial level aod other 
government economic and financial departments. Also, it is necessary to lay down 
detailed administrative aod legal meau:res for defining the new functions of all 
concerned institutions. The anticipated changes should be pan oftbe overall execution, 
judiciary. and legal system of the new State. The quick pace of implementation will 
depend on the available information at the time. However, it is essential to initiate the 
required changes as government guidelines for the new administration, economic, 
financial, and deve'Jopment planning departments. 

Prime Minister's Of6ct • AllDouDcemeal oflbe politic:al project for c:baD&e 
• AnDouncemeDt of the ecoaocnlc project for dumae 

· · Tm I: end orUN i&DCtiODS, foOcl TofoD ·Jiri>iramme, and war repar:adon · 
Task 2: abolition ofaU secton plminin& councils and economic and fio.aDcial 
commissions and lnsdtutioos linked to die old MC. Their functions should be 
added to cbe ministries 
Task 3: esiabl.isbment of lnlqi Development Council 
Tuk 4: esiabl.isbment ofMinisuy ofEDviroamcnl 
Task S: cblllp lbe functions of tbe Minisiry of finance to be MiDisuy of 
finance and Economy 
Task 6: change the functions of the Ministry of Trade to be Ministl')' of Trade 
and lntemlrional Coono!!rarion 
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Miaillry of Tl'D md 
......... Coaplrllioll 

Mlnillry of Hc:db 

Minisrry of f.ducalian 

Tut 7: Ill specialized agencies such a wtminmalDon developmmt, IUdimlll 
plmmin&. COmpullei, Anh ltmli1CicaJ imdlule abould be ro-linbd 1D die 
mhtilities or millilUim in ecoiid1 a with 1beil' 6mdions 
Tut I: request all MiDislries ad pTIIW depwllbaatl 8Dd .... cles to 

pnMIDl proposals fiJr impcOYit& IDd dewJapiac dleir -~- 8CCClldiaa to 
tbc new comdtutioa ad tbc polidcal -1 eonncnie pojec:ls for c:blDp 
Tut 9: miew aD c:ommeacial, ftmncil1, ad ecoaomic -.r'OCIDlllll lipod 
bd'#OCID lnq mid fareip goTCIUIDtJdl, orpnfntions, and c:uapmles since 
1990 
Tm 1: lbolidoa of aD wart pmmit vim pvm 1D beip amployws 
Tm 1; P"l*111ioa 1Dd eumlbl of nblbililldcla of llllllpOWllr Jll'ClllW 
T .. 3: ..uaiD food ntioa ayw a impvw ils mochmian md nview 
of pods lilt duriD& six mODlbs 
Tuk 4: Miiin&· up ai1eria IDd P"ocedura required for minjmgm -ae level 
ill all ICCICJl'I 
T•S:mwtkeofdleSocill . hid• ofSSWS 
Tak l: lboun.of all oil pms .S iicfmWlial ........-
T• 1; ...... food nmat;Y*D md iDproYc 111 'D"dwn'• md nYiew 
of pell lit& cluriD& six maadas 
T .. 3: IW\Ww ill oammsclll, tinencW, a ecoaoaaic ...-.. alped 
~ lnq ad fordsD paiiiDl.'lltl, orpDimiom, ad c:cmpmies aiDce 
1990 
T• 4: paepwltiuu or follow-ap repon:s tor MC oo dae fonip lndo -s 
bmDce of peymce ahultioa 
Tak 5: pqwltioa or fcnip 1nde forecast md predic:doa of ecooomic 
rea.Dons clcve&opment wilb b'eip pamDCllll 
Tak 5: aec:ubon of the ecoaomic . for 
T•. I: idaldAc:moo of iDYdlDCal opponamJties iD ~. suge1tioa 
of public iD~ cm.ii' paojecu ldecdoD. imd ...., Ill tiamce 
T..t 1; pcpwmaa of~ ecc'DOlldc llDd dmslopmem plllD OD mDonal 
IDd nPimJ lewll 
Tadt 3: aocudoc of somt eeonomic: stnaclUral reform prosrammes llaCh u 
~ 
Tllk 4: . future 11rW c visioc 
Tllk .l: 111..,,...noa of roquinmam for bcacr' public boabb maaapment 8Qd 
Mvicas 
Tak 2: cxecudoD of Pablic H-.l&b Fund as ,.i of SSWS 
Tllk 3: ma.iaraiD ~ aadards to domestica1Jy produced medicine IDd to 

medicint ad medk:al . 
Task J: pac:p1111ioo ofrcqWrcmcms for buic educlboa 
Tllk 2: execudon of Buie edllcatJoo fund u of SSWS 
Tm 1: nocuticJD of EPCI 
Tllk 2: ~of 111 Emty Economic Warning Syacm for MC 
iait 3: pepiiillioO'OtfoUOwiip ec:oOOliUC. fiiihc:la1. mid mdiDetar)' liladlc.rors 
monthly report for MC 
Tak 4: prepll'llioo or IDICl"OtCOllOI and finlnclal forecasts for the 
Ministries, political .,.nics. and priw&e sec:tor insbhlbons 
Task 5: CS'lhJisbmeat of new Bqbdld Fiwial Mlrtcet 
Task 6: l'IT•ll"DCDl for ramp ddJcs scttlemmt with IMF, WB, Arab, llld 
regiaDal iAsri1ubms 
Task 7: 111anp:meat for sentcmem of Iraqi loans given to foreign 
Sovemmcat. iDsdtuboDs. aid COIDplllies 
Tak 8: prepcatioa IDd execution ofcax rcfonn programroe 
Taslc 9: · measum for reducin the size of informal sector 
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M..-y or JUAicc 

I Mcaar)· or c.oasiruction . .., Hou.ma 
MllUllr)' of Tnmpon and 
~ 

1:::r 
I 

or Oil IDd 

I 
I 

I 

Muu5V)· of Environment 

Tht Govcmorates 

Mmiso)· of lndunry 

Task 10: improving tax c:ollectioo procedure 
Task 11: prepll1ltion ad execution ofbakin& l)'ltem reform 
Tiiie 12: : 1114 exec:udoD. of - ftnancial reform 
Tuk 1: wting resaric:tiom oa IJricalture product 1rllde except for belltb IDd 
eavironmeat CODditioas. 
Task 2: ~ and establish new strategy IDd policies for agriculture 
development 
Tut 3: tbe role of uriC\llture devekmmem banlc 
Tuk 1: Wl"W"CN for foreign debla IDd w repmation seulemcal with the 
coaccmed foroip pcties . 
Tuk 2: eoontialDou efl'ortl to reestlblish lnqi penoanel IDd professioGa1 
nnm. in Arab. - • and imemltioDa) ~ • and iDldtutioas 

Tuk 1: aaanacmcnt for return of public and individual popatin ud mets 
1*11 by 1he pevious rqimc ~ miDisrcrs. IDd ICDior oftlcials, peny 
laden and .u c:oocemed compmUes IDd penous 
Tiiie 2: pqmidiou of c:riraia for wealu. IDd pcupen:ia 11X 1y11aa 
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From: l 
'!! 

1(6)(6) 

Sent: 

To: 

Sunday. November 10, 2002 9 :25 AM 

'Et.;;;;;;::::=> ==-1 -----------1) Cc: 

Subject: Re: poposal tor economic policy guidelines 

Dear all. 

The more I become involved with our group's tasks. while not having sufficient time in addition to my regular 
responsibilibes, I am finding more and RlOf9 relevant information on the Internet. much of it fresh. (Here in Iraqi 
Kurdistan. we have an ISP av1ilable only in the Erbil area. Throughout the rest of the region we are using 
11telbte Internet 8CC81S systems from the U.S. (Hughes Electronics), sort of like satellite television, but with a 
computer 1nsteld of 1 TV.) 

1 Wlen we think about devtriopment and reconstruction we probably, primarily, and naturally, first think of 
1pp1ying Iraq's great oil wealth to all that we think needs to be done. I would like to refer you to the attached 
Deutsche Bank document. "Baghdad Bazaar. Big Oil in Iraq?" that has some very good data about the oil 
industry. The document also addresses what might happen during the dly-efter. The report speaks to oil 
reserves. infrastructure. production, post-sanctions energy industry, and how will post-sanctiOns Iraq play out. 

2 To develop income streams that supplement and offset the ups and downs of oil revenues we need investment 
from non-oil sources. Perhaps Iraqis outside the country will play an important role here. In-country production of 
consumer goods financed by external venture capitalists is another possible source. Others? 

3 I prefer to see much much more emphasis placed on modemiZing education. in its broadest form, from 
preschool all the way up through postgraduate university education. Iraqis are excellent students. disciplined and 
hardwonung. But we need a lot of refonn. particularty in educational activities that develop critical thinking. We 
are too imbalanced. our education system places inordinate emphasis on science and technology. and no where 
near enough emphaSIS on the social scienoes. For example. I have not been unable to engage economists. 
SOCIOiogists. and apphed anthropologists into my community reconstruction. resettlement. and development 
programs. 

4 I would also like to see more emphasis on increasing family incomes. We are currently faced with the situabon 
that ti the oil-tor-food program were to stop 60% of the people in Iraqi would not be able to feed themselves. 
Smee overwhelming investment is likely to come from government-owned oil wealth. we cannot assume the new 
govemmenl's application of oil revenues to public projects will automatically translate into increased family income 
fOf the greater population 

5 I have a feeling that with the substantial human and natural resources mentioned by S1nan. Iraq can leapfrog 
much of the gradual. slow development process that most other countnes have to go through. Iraq has an 
educated. skilled, disclphned. and hardwcnmg workforce ready to work. We have substantial resources Many of 
us have already been there and know it well. but have slipped down due to the constricting situation we've lived 
under during the past decade. We can do much for ourselves with what we already have in-country. 

6 Otherwise, the drafts I've received on the Iraqi economy contain substantial information and appear to treat the 
points that need to be addressed during the all days after. I would only add the need tor an evaluation process to 
1rn1lyze development expenditures with respect to benefits, and the winners and losers. 

I might add more specifics related to IK economy in the coming days. 

Thank you for putting this together. and lookforward to seeing a first group draft. 

Nasreen 

I 1/22/02 
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The need for economic policy guidelines 

Iraq will have a transitional government immediately after the fall of Saddam regime. 

Hence it is necessary to have in place a clear policy guidelines that may reflect the 

common economic views and wide interests of the liraqi people and their political parties. 

Such guidelines may facilitate the implementation of the partial remedies already 

identified by some Iraqi professionals and help avoiid future misunderstanding among the 

concerned parties and eventually balance the .. issue by issue" approach advocated .bY a 

group of Itaqi professionals. In this respect, the urgent need for economic and politicaJ 

stability that might require ad hoc policy measures should not negate the necessity for the 

government to identify priorities withjn a framework of consistent and efficient economic 

policy. 

But policy guidelines vary as time goes on and the problem confronting the 

decision maker is the choice of a certain policy at a particular time. It is therefore 

difficult to specify guidelines that fit all times. [n this way we should think of policies to 

achieve immediate and sbort-tenn objectives and others that help accomplish Jong-term 

objectives. 

Having said this, the use policy instruments necessitates the creation of 

preconditions. namely legal, political and economic institutions. More specifically the 

country needs rule of law, accountability and transparency as well as diversified market 

economy~ an up-to-date tax system, and sound banks. 

Poltcles in the short run or transitional period 

Iraq now lacks economic and social stability basically because of the resource 

deficit and high inflation, which caused serious social problems. 

How do we deal with the deficit? In the "day after" policy options arc few. 

There are two wa'jS? We either adjust to it i.e. increase production and revenues 

or reduce expenditures OR finance it. 

Iraq in the day after has limited ability to produce or trade. Therefore it should 

immediately implement a plan of action based on an aggressive policy to mobilize the 

required finance. 
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The sources of financing: 

• The release of Iraqi assets abroad. 

• The immediate approval by the Security Council of the contracts approved by the 

sanction committee as part of the oil-for-food programme. 

• Iraq should be allowed to reach or approach its maximum oil export capacity. 

This will not affect OPEC at least in the short run. 

• Suspending payments of debt and reparations. Debt is of course is not being paid. 

The suspension here means that interest arr.ears should not accumulate debt. For 

reparations, payments out oil revenues must be suspended. 

• The regioilal and international community should extend financial assistance to 

Iraq. This assistance should preferably in the form of grants. 

• All these inflows will back the dinar and will lift its value provided the new 

authorities do not resort to printing. 

The design and. implementation of the above policy measures does not negate the fact 

that an integrated package of macroeconomic policies is needed to enhance and 

maintain economic stability and control inflation as well as to wtdertake structural 

economic refonns. The8e policies, which are of development nature, should be 

accompanied with the implementation of a huge government investment.programme 

to complete and upgrade the public infrastructure projects. This package of policies 

will eventually balance stability and development objectives. 

Development-oriented Long-Term Policies 

Policy priorities will be different when the situation has been stabilized. Here the 

priorities ·are more of development nature. 

But to implement developmental policies that transform the economy into one 

capable of taking ·off, there are prerequisites including, inter alia, well established 

institutions, mobile and highly educated labor force, high level of technical knowledge, 
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good governance, favorable climate for enterprises, transparency, managerial competence 

and education and human development. 

• The policy here is to pursue both economic growth and economic development at 

the same time. The centerpiece of this could be an economic empowennent 

system (EES). This system is destined to increase simultaneously the supply of 

capital and entrepreneurship in economies that have serious deficiencies in both 

these factors of production. The system is based on the cooperative endeavour of 

four productive elements namely potential entrepreneurs, bankers, mentor­

technicians, and a credit guarantee fund to mobilize finance and technology for 

developme,nt where the private sector assumes a leading role . . 

• The implementation of the macroeconomic policies will pave the way for 

executing a number of economic refonn programmes, i.e. privatization and ex­

post evaluation of public enterprises, reform of the banking system, public health 

services, social security, and govenunent administrative reform progranune. It 

will serve the identification of the sector-wise strategies, objectives, and 

development policies and investment opportunities. 

• Also it should deal with the burden of foreign loans, the need to increase revenues 

of public finance and crude oil exports, increasing employment, and the reduction 

of grave disparity in income distribution and wealth accumulation. 

• The suggested policy also responds to the economic reality by ensuring the 

effectiveness of the macroeconomic policies in correcting the price structure, 

especially the exchange rates, interest rates. and wages, as well as in reducing the 

deficit of the government budget, the trade balance, and the balance of payments. 

• Due to its expected effects, the application of the proposed policy would help to 

sustain the interrelationships between the economic interests of all regions as well 

as accelerating the development of Kurdistan and the south govemerates through 

the use of oil revenues in financing the infrastructure projects . 
• 

• Development-oriented macroeconomic policies entail that a solution to the 

external claims must be found. This is due to the fact that the implementation of 
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those policies requires substantial resources such as granting incentives to support 

development in the non-oil sector, especially of the private sector. 

• It is therefore important to address the question of external claims. The debt 

burden is a serious impediment to growth as the experience of Latin America 

show in the eighties. 

The policy makers must build a debt .strategy. This strategy has two 

components,. debt restructuring and new financing. Therefore the first policy 

action is to negotiate for restructuring the debt since new financing may incur new 

debt on the country. The negotiations of these operations may need to go tluough 

the Paris Club for debt rescheduling and restructuring. This requires a reform 

programme supported by the IMF. Iraq therefore needs to build capacities to enter 

into negotiacions (with the IMF and the Paris Club) since experience is lacking in 

this regard. It is possible that through the UN or the Bretton Woods institutions, 

Iraq can obtain the relevant expertise. 

• The payment of reparations will also impose a big burden on the economy if it is 

not relieved. The claims are more than $300 billion and a 25% of oil revenues are 

deducted for a UN compensation fund. The volume of reparation will increase 

with the increase in oil exports. Therefore we should adopt a negotiation policy 

with the United Nations on these issues. It should be noted that while sanctions 

are the main cause of the resource deficit, when sanctions are lifted payments of 

debt and reparations could be the principal cause of the deficit. Since we do not 

want the deficit back, Iraq must be relieved from the external claims. 

• A development-oriented monetary policy should ease credit for financing projects 

especially those belonging t.o the private sector. But the Central Bank, while 

adopting such a policy, shoQ!d be independent from the government. 
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• The exchange rate policy should aim at increasing the competitiveness of the 

non-oil sector including the private sector. The increase in non-oil exports will 

eventually provide the basis for adopting a market-based exchange rate. 

Economic and ftnanclal reform 

• This reform entails the effective application of the macroeconomic policies 

together with the implementation of indicative development plans. The 

programme of action has two stages. Each may last two years. In the first, a public 

investment programme should be initiated to build the required infrastructure . At 

the same time, active policies to regulate aggregate demand.ahould be executed to 

maintain overall economic equilibrium. 

In the second stage, wees and improving the efficiency of public enterprises such 

as oil products industries and public services have to be used. In this stage the 

privatization progranunc should be completed. The government should give 

special consideration to link wages and salaries of the civil servants to the 

productivity and inflation aiteria. 

Strategies and direction of economic policies 

• The new strategies and direction of economic policies have the following 

dimensions: 

a. The sectoral dimension 

b. The ownership dimension 

c. The regional dimension 

d. The integration into the world economy 

Sectoral dlmepslon 

We will have to designate the leading sectors on which f)lture development is to 

be based. The following sectors are to be emphasized but' the list, needless to say, 

is not exhaustive. 
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1. Agriculture has the potential of earning and saving foreign exchange, a precious 

source in future Iraq. Support for farmers needs to be extended and an appropriate 

pricing policy need to be followed. 

2. Reliance on the oil sector will continue for the foreseeable future. This means that 

Iraq will need to increase its production and export capacity in order to meet the 

required financial and foreign currency resources for implementing the (new) 

public investment programme. Foreign investment is important here but there is a 

need in this respect for improving the investment agreements with the foreign 

companies concerned. 

The ultimate objective of Iraq's economic policy is to lessen the dependence on 

the oil sector. This objective can be achieved by implementing two sets of 

integrated policies. The first is to maximize utilization of oil revenues in erecting 

and improving the economic, social, and envirorunental infrastructure of the 

country. The second is to encourage development of oil products industry and the 

use of gas as energy source and increase their forward and backward linkages 

with other: sectors. 

In principle, optimal oil production and exports should be determined by the 

absorptive capacity of Iraqi economy. However~ it is essential for the government 

to coordinate its oil policy with the current economic, political, and technology 

developments in the world energy market. It should, however, maintain the flow 

of oil in the market in view of the supply and demand rules· as well as its financial 

requirements. 

Call for privatization of the oil industry must be avoid_cd in the coming few years 

especially when it is linked to foreign debt. The oil industry has a long -term 

strategic role in future economic and social development and can not be taken out 

and put under foreign companies' control. Hence, oil investment, production, 

industrial, and marketing polices should not be influenced by the current financial 

problems nor by the foreign and domestic political pressure. Until the new regime 

is well established and regain the necessary economic and political b~gaining 

power, proposition for privatization of ~e oil industry may acts against Iraqi 

interests. 
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3. Iraq needs to bridge the tectmological gap. Therefore the telecommunication and 

infonnation sectors must be emphasized. 

4. Policies for the human development scctior should be adopted. This includes 

basically health and education but also may involve enacting laws to ensure rule 

of law and freedom of expression and inaeasing participation by civil society. 

5. In the wider social sector, urgent policies need to be designed to tackle the 

problems caused by wars and policies of the regime such as displacement and 

deportation. in addition to the problems of widowhood, orphanage and 

disablement. 

Ownenblp dlmensloo 

The new orientation of the development policy and strategy should be to rely 

principally on the private sector to participate, with the government, in the design 

of development strategy and implementation. We should not be wary of market 

forces as long as we make sure that those forces work for development and not 

only for profits. The reliance on the private sector means, in addition to 

guaranteeing its rights that it has duties to undertake (paying taxes, adhere to 

perfonnance criteria and implementing development projects etc.). Apart from 

efficiency considerations, emphasis on the private sector will be a matter of 

necessity. The government bas limited choices in this respect, since it will be 

burdened !by the payments of debt (which is public in Iraq's case) and of 

reparations, if relief did not materialize. 

1. Support the private sector to play a leading role in the development process is one 

way of d.eveloping the non-oil sector. The state should play, through its 

macroeconomic policies, an important role in the provision of an enabling 

enviroruncn.t for the private sector so that it can assume a developmental role. 

2. Privatization is one way of encouraging and developing the private sector. 

However, privatization schemes undertaken in Iraq in the second haJf of the 1980s 
I 

were driven by the need to finance the war with Iran, and efficiency 

considerations were secondary. In addition, many of the state enterprises were 

sold at book value to the government-linked private sector. The strategy 
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governing the reliance on the private sector will have to be reconsidered and 

reevaluated with a view to putting efficiency considerations.first. 

3. Private sector will be encouraged to assume any additional investment in the 

productive sector to the extent it is able to undertake it. The involvement of the 

private sector in the prod~ction and distribution of public and merit goods should 

be evaluated. 

4. For the sake of the acquisition of technology and management techniques, joint 

ventures with Private foreign finns, to the extent that it implements projects 

within the development strategy, should be encouraged. 

5. Big manufacturing industries, tourism, banking and financial services may attract 

foreign investment. While opportunities in construction sector, housing in 

particular, agriculture, banking and insurance, trade and services may be the focus 

of domestic private sector 

6. To revitalize the private sector we should Wlderstand the informal economy that 

currently exist. The informal sector has developed a sophisticated distribution 

system to deal with shortages and the inevitable strains imposed.by the capricious, 

irrational and venal realities of Saddam regime. Economic policies that encourage 

small and medium businesses both structurally and institutionally wili as a result 

promote competition and at the same time, initiate the transformation of informal 

sector into formal sector. Tax incentives should be introduced to legitimize 

activities, discourage racketeers and corruption. 

7. While privatization promotes greater efficiency and higher output, lower costs, 

broaden the base of ownership and participation in the economy, we should be 

aware of the risk of increasing the concentration of wealth where institutional 

arrangements are weak or vulnerable to insider pressure. There should be a 

system to monitor the distribution of capital more broadly to avoid monopoly and 

corruption. Since we are privatizing the state owned enterprises, most of the 

workers, including the decision makers are not educated and familiar with the 

privatization process. Therefore, education and training are vital, specifically, 

prior to" priv~ing an·enter?rise, otherwise, it will have a negative effect on the 

GDP. Proper policies and institutions must be in place to carry out the 
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privatization as planned and in order to achieve the set goals without having a 

negative effect on the economy as well as the society. In addition, proper 

privatization requires the existence of a stable macroeconomic environment and a 

functioning financial market. 

8. Some of the policies that should be taken under consideration to develop a 

successful private sector include, inter alia. economic bill of right (to guarantee all 

people to have access to credit facilities and government grants), tax incentives, 

establishment of a credit guarantee agency, building strong corporate governance 

and anticorruption system and micro-lending policies. 

Regional dfmensiop-

Because of wars and destruction regions in south and Iraqi Kurdistan have 

undergone considerable damage. In the south especially in the Marshes a great 

deal of rehabilitation is needed particularly after the drainage carried out by the 

regime. This is basically a govenunent responsibility because it is a reconstruction 

task. As far as . development is concerned there should be an accommodating 

industrial and macroeconomic policies to support economic· activity in the poorer 

regions 

The federal system means that, in addition to the federal fiscal system, the 

different provinces of the federation will have their own fiscal system. The 

provinces will get their share of the national resources but will have to generate 

their own resources also. 

The political issue of Federal system proposed for Kurdistan of the north has two 

main economic implications. The first is related to the State's sovereignty as far 

as the ownership and utilization of the country natural economic resources. These 

public resources such as crude oil and gas and minerals, water, land and the rent 

of using Iraq space and related public utilities shall be public and all its returns 
I 

belong to the State. The exploitation of these resources by other parties should be 

·arranged on the basis of a Wlified State's law and regulation to be applied in all 

parts of th.e countty without prejudice based on geography, ethnic, sectarian or 
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religious criteria. The second economic implication of the suggested Federal 

political system is related ' to the conditions for eff cctive macroeconomic 

regulatory policies. These policies should be undertaken and implemented by the 

central government without geographic and economic bias except for reducing the 

disparity in. public wealth's distribution and development indicators when 

necessary. 

The lategn don into the world paomy 

The development prospects of the Iraqi economy espcciall>: its non-oil segment 

will depend to a great extent on its integratioo into the world economy i.e. into the 

global trading and financial systems. Appropriate policies and positions need to be 

adopted here. AB far as trade is concerned we will have to adopt a position on joining 

the multilateral trading system. If Iraq wants to diversify its export structure through 

maximizing exports from the non-oil sector then this requires that fiscal and monetary 

policies be designed to achieve this objective, and also requires a secured market 

access ~or products of the non-oil sector. Iraq should make sure that joining the WTO 

serves its development prospects. 

Iraq will also need to embark on a development-oriented integration into the 

international financial system. This will involve renewing dialogue and negotiations 

with the Bretton Woods institutions. When the magnitude and the structure of 

external debt becomes known. Iraq will need to deal with the debt problem through, 

inter alia, the Paris Club given that Iraqi debt is a public one. But this entails dealing 

with the IMF to construct a reform program. Iraqi economists will have to equip 

themselves for the negotiations with the IMF so that the refonn program docs not 

adversely affect the development prospects of the economy. The financing of the 

World Bank will also be needed especially for reconstruction, education and poverty 

reduction. 

It is clear that one positive result from the integration into the international 

financial system is the provision of a solution to Iraq's debt problem. However, 

policies need to be designed to manage this integration especially as far as the 

liberalization of the capital account of the balance of payments is concerned. Here we 
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should adopt a policy of sequencing. Iraq should start with foreign direct investment 

because lhis is mostly developmental and, if it is properly negotiated, should help in 

the development of domestic investment capacities. 

Institutions like the World Bank and IMF have tong followed the Washington 

Consensus when giving advice and funds to developing countries. Unfortunately, the 

Consensus bas been unsuccessfuJ in many countries where poverty is still a major 

problem that bas not been solved by growth and development. 

Although the Washington Consensus is based on free market and focuses on 

stabilizing the economy and structural adjustments, it fails because il disregards the 

institurionaJ economics, which is actuaJly the prerequisite for implementing 

stabilization and adjustment 

Developing countries are, today, part of a highly integrated and complex international 

system. Therefore, external forces will affect on the country's economy. Iraq should 

establish a good relationship with her neighbors and build a good communication and 

transportation system between Iraq and those countries. Careful consideration of 

regional economic development with neighboring states should be used to design 

enduring economic development plans 

In order for Iraq lO integrate into world economy, it should refonn institutions and 

policies at the same time as these two go hand in band. Relevant issues include, 

among others, Sequencing of financial flows, Transfer of know-how and technolo~, 

Trade liberalization (This policy is part of the negotiation to join the WfO). Labor . 

force and ropulation mobility, Communications and pro development rules and 

regulations. 

The integration into world economy unplies adopting a trade policy that reorients 

economic activity to outward-looking export oriented industries and the encouraging 
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of dynamic growth by creating a favorable investment climate for foreign investors. 

The foreign investment should complement domestic investment not crowd it out. 

Financial deepening will be important through the establishment of capital markets 

and the inflows of portfolio capital although this requires a well-developed domestic 

financial infrastructure which Iraq yet to have. 

Iraq will also need to strengthen its relations with the network of Arab financial 

institutions basically as a source of finance. 

Iraqi assets abroad are an important source of investment for Iraq. Policies to bring 

this capital back should have the priority it deserves. 

While the integration of the Iraqi economy into the world economy requires 

restructuring Iraq's external economic relations this should include reviewing Iraq's 

bilateral economic relations with a view to reorienting those relations to serve the 

growth prospects of the Iraqi economy. 

Economic tasks of the new eovernmeot 

For the implementation of the proposed economic policies and the programme of action, 

many institutional changes have to take place at the ministerial level and other 

government economic and financial departments. Also, it is necessary to lay down 

detailed administrative and legal measures for defining the new functions of all 

conCClllcd institutions. The anticipated changes should be part of the overall executive, 

judiciary, and legal system of the new State. The quick pace of implementation will 

depend on the available infonnation at the time. However, it is essential to initiate the 

required changes as government guidelines for the new administration, economic, 

financial, and development planning departments. 

Prime 
Office 

Minister's Announcement of the political project for change 
Announcement of the economic project for change 
Task 1: end of UN sanctions. food for oil programme, and war 
reparation 
Task 2: abolition of all sectors planning councils and economic 
and financial commissions and institutions linked to the old MC. 
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Ministry of Labour 
and Social Affairs 

Ministry of Trade and 
International 
Cooperation 

• 

Their functions should be added to the ministries 
Task 3: establishment of Iraqi Development Cowicil 
Task 4: establiabment of Ministry of Environment 
Task S: change the functions of the Ministry of finance to be 
Ministry of Finance and Economy. 
Task 6: change the functions of the Ministry of Trade to be 
Ministry of Trade and International Cooperation 
Task 7: all specialized'. agencies such as administration 
development, national planning, computer, Arab statistical 
institute should be re-linked to the universities or ministries in 
accordance with their functions 
Task 8: request all Minjstrics and government departments and 
agencies to present proposals for improving and developing their 
functions according to the new constitution and the political and 
economic projects for change 
Task 9: review all commercial, financial, and economic 
agreements signed between Iraq and foreign governments, 
organizations, and companies since 1990 
Task 1: abolition of all work permit visas given to foreign 
employees 
Task 2: preparation and execution of rehabilitation of manpower 
programme 
Task 3: maintain food ration system and improve its mechanism 
and review of goods list dming six months 
Task 4: setting- up criteria and procedures required for 
minimum wage level in all sectors 
Task 5: execution of the Social Security Fund as part of SSWS 
Task 1: abolition of all oil grants and preferential agreements 
Task 2: maintain food ration system and improve its mechanism 
and review of goods list during six months 
Task 3: review all commercial, financial, and economic 
agreements signed between Iraq and foreign governments, 
organizations, and companies since 1990 
Task 4: preparation of follow-up TCJ'Ol1S for MC on the foreign 
trade and balance of payments situation 
Task 5: preparation of foreign trlde forecast and prediction of 
economic relations develODment with foreim governments 
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Iraqi Development 
and Reconstruction 
Council .. 

Mfuistry of Health 

Ministry of Education 

Ministry of Finance 
and Economy 

Task 5: execution of the economic Droiect for change 
Task I : identification of investment opportunities in 
infrastructure, suggestion of public investment criteria , projects 
selection, and insuring its finance 
Task 2: preparation of indicative economic and development. 
plan on national and regional levels 
Task 3: execution of some economic structural rcfonn 
programmes such as privatization 
Task 4: oreoaring future stratC2ic vision project 
Task 1: preparation of requirements for better public health 
management and services 
Task 2: execution of Public Health Fund as part of SSWS 
Task 3: maintain health standards to domestically produced 
medicine and to inmortcd medicine and medical eauipment 
Task I: preparation of requirements for basic education 
Task 2: execution of Basic education fund as part ofSSWS 
Task I : execution of EPCI 
Task 2: preparation of an Early Economic Warning System for 
MC 
Task 3: preparation of follow up economic, financial~ and 
monetary indicators monthly report for MC 
Task 4: preparation of macroeconomic and financial forecasts 
for the Ministries, political parties, and private sector 
institutions 
Task S: establishment of new ~aghdad Financial Market 
Task 6: arrangement for foreign debts settlement with IMF, 
WB, Arab, and regional institutions 
Task 7: arrangement for settlement of Iraqi Joans given to 
foreign goverrunent, institutions, and companies 
Task 8: preparation and execution of tax reform programme 
Task 9: preparation measures for reducing the siz.e of informal 
sector 
Task 10: improving tax collection procedure 
Task 11: preparation and execution of banking system refonn 
Task 12: : preparation and execution of government financial 
reform 

Ministry 
Agriculture 

of Tuk I: lifting restrictions on agricul~ product trade except for 
health and environment conditions. 

Ministry of Foreign 
Affairs 

Task 2: review and establish new strategy and policies for 
agriculture development 
Task 3: activatinst the role of amculture development ban.le 
Task l : amngement for foreign debts and war reparation 
settlement with the concerned foreign parties 
Task 2: coordination efforts to reestablish Iraai Dersonnet and 
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Ministry of Justice 

Ministry 
Construction 
Housing 

of 
and 

Ministry of Transport 
and Communications 

Ministry of Oil and 
Mineral 

professional posts in Arab, Regional, and international 
orR.anizations and institutions 
Task 1: arrangement for return of public and individual 
properties and assets taken by the previous regime leaders, 
ministers, and senior officials, party leaders and all concerned 
companies and personas 
Task 2: preparation of criteria for wealth and properties tax 
system 
Task 3: preparation and execution of rules for the cases of 
conflict of public interests with personal economic and financial 
interests of the ooliticians 
Task 1: follow-up of the implementation of the public 
infrastructure projects 
Task 2: execution of reform programme for rehabilitation and 
maintenance of the existing infrastructure 
Task 1: preparation and implementation of a comprehensive and 
modem communication network and public transportation 
system 
Task 2:. follow-up the implementation of infrastructure projects 
especially roads 
Task 3: preparation and execution of rehabilitation and 
maintenance pro~amme for the existing infrastructure 
Task 1: preparation and execution of investment projects for 
crude oil production capacity to increase to 6 mb/d 
Task 2: preparation and e~ccution of investment projects for gas 
production capacity increase 
Task 3: preparation and execution of gas liquidation project for 
domestic use. 
Task 4: revive and modernize sulfur, phosphate, and fertilizer 
production industries 
Task 5: operation of oil refineries and maintaining three months 
stock capacity 
Task 6: execute a programme 'for rehabilitation and maintenance 
of oil orojects 

Ministry 
Environment 

of Task 1: preparation and execution of marshes revival project 
Task 2: preparation and execution of desertification project 

The Govemorates 

Ministry of Industry 

Task 3: preparation and execution of sewage and sanitary 
systems 
Task 4: preparation and execution of mines clearance project 
Task 5 preparation and execution a project for elimination of 
chemical biological, and nuclear effects 
Task 1: execution of town planning, distribution of land for 
housing as guided by the IDC 
Task 2: preparation and execution of annual govemoratc budgets 
Task 1: preparation and execution of projects for electricity 
increase for civil and industrial use 
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'rask 2: preparation and execution of projects for drinking water 
and for industrial use 
Task 3: preparation and execution of project for utilizing 
military industry production capacities to civilian use 
Task 4: licenses for new industries should be subjected to only 
health and environment conditions 
Task 5: erect and devel01> industrial zones 

The Central Bank Task 1: control of money supply and give advice to the 
govenunent on inflation and other economic and financial issues 
Task 2: maintain stability and follow-up foreign exchange rates 
developments 
Task 3: maintain enough reserves of foreign currency and assets 
Task 4: preparation of criteria for the settlement of old foreign 
financial obligations 
Task 5: preparation of an economic Early Warning System for 
MC 
Task 6: full consideration of the EPCI 
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New Currency, Fiscal and Monetary Policies 
Guidelines for the Transitional Government of Iraq 

New Currency: Wby? 
It was beyond the imagination of the Iraqis that the foreign exchange value of the Iraqi 
Dinar (ID) in the late seventies (was oneID = 3.3US$) will one day deteriorate by almost 
660000% to reach the current vaJue (oneUS$ = 20001D). Such a striking symptom of the 
unpredicted, rapid, and shocking deterioration of the economic situation has created, 
among other things, a very bad image of the current currency. Adding to its low value the 
dominant ugly picture of the dictator on, make the Iraqis more anxious and looking 
forward to change their currency. They definitely want to replace it by New Iraqi Dinar 
(NID) as the piles of their current currency remind them with their work struggle and 
living standards misery. Some may dream of NID that regain the old value of ID and 
have a symbol of Sumer Fountain of the ancient Mesopotamia civilisation on one side 
and phrases referring to the values of Liberty, Progress, and Peace on the other. 
As Iraqis are still waiting impatiently for the desired! regime change, they may cons.ider 
the introduction of a new currency as an important step to improve the purchasing value 
and the foreign exchange value of the ID. Such popular notion is psychologically 
significant in the aftermath of the fall of Saddam regime. Therefore, the introduction of a 
new currency is essential for gathering support for the new regime regardless of the real 
economic conditions for improving the value of the currency. 
To sustain the likely positive impact of the new currency, it is essential to re-establish the 
base purchasing and foreign exchange value of the NIO as it was in the 1970's. This 
means that the oneNID= 6000 ID = oneUS$. The NID would be divided into 1000 Fils, 
20 Dirham, and 10 Rial 1• 

In practice, putting the NID into circulation should be arranged in view of the available 
data and infonnation regarding the amount of currency in circulation and the technical 
and printing requirements. The whole "new currency" task should be assigned to the Iraqi 
Central Bank (ICB) and must coordinate with the (new) Ministry of Finance and 
Economy (MoFE). 
Economjsts may differ on the policy and measures that influence the purchasing value of 
the NID and the need for appreciating its foreign exchange value. Such task should be 
detennined within the suggested macroeconomic, fiscal, and monetary policies. 
Therefore, apart from the art of designing the new CUlTCncy to reflect the optimistic Iraqi 
ideals and culture, its value and its supply and demand are part of the monetary and fiscal 
policies of the transitional government. These poHcies are in tum part of the government 
macroeconomic policy and the economic structural refonn programmes2

• 

1 The sensitivity of any anticipated or suggested value of the NID should be considered carefully and hence 
it is advisable that any suggestion in this regard rmst not be propagated. 
1 The ~nomic and infr;aslrUCtUn: group has already adopted the Economic Policy Guidelines for the 
transitional government. 



Needless to mention that a wide and intensive campaign for increasing public awareness 
of the new currency and the procedures, timetable for replacement should be initiated by 
the transitional government (ICB&MoFE) immediately after resuming its responsibilities. 

Fiscal and Monetary Policies; Lessons from Experience 
Given the Iraqi past experience3 and the requirements for promoting a free market 
economy in Iraq, the following economic, fiscal, and monetary policies and measures 
have to be analysed and considered by the transitional govenunent. 

One: Monetary policy was not effective because the interest rate was low and almost 
stable. Money supply was mainly responding to the increase of government 
expenditures. Therefore, interest rates must be used as an effective instrument to 
stimulate investment and savings alike. 

Two: Money liquidity of the public enterprises was high and frequently led to the 
waste of public financial resources. This requires a more effective regulation and 
accounts' control of public enterprises. The National Office of Auditing (Diwan 
AIRaqaba Almalia) should play an important role in this regard. 

Three: The goverrunent fiscal policy had only government expenditures as the main 
variable to influence the economy. No role was given to the government banks and 
the role of private banks. The role of financial market was also absent. Since, oil 
revenues have been the main source of public finance; the fiscal policy was closely 
associated to the oil policy (revenue). Therefore, increasing non-oil revenues coupled 
with more rational government expenditures are to be considered by the transitional 
government. 

Four: The government ability to control inflation through increasing imports by the 
public sector under no financial constraint or economic capacity limits led to 
weakening the private sector activities and acted as a disincentive for investment and 
saving. Thus, it is essential that the transitional go,vemment should avoid direct 
intervention in increasing imports except for the provision of stable foodstuffs and 
very essential commodities. The private sector should resume its role in the domestic 

3 Since the 1950's, the economic role of the State may be analysed within four main distinguished stages. 
First, the State role extended to financing a number of economk: (physical) infrastructure projects in the 
1950's. Such role was necessary, though not sufficient 10 undertake radical and wide economic and social 
changes. Secondly, the Stat.e partially controlled important industrial and economic activities through the 
public sector. In addition, it was engaged in financing a nwnber of economic and social infra.suucturc 
projects in the 1960's. Thirdly, the State monopolised foreign trade and was involved in the direct 
management of the public infrastructure projects as well as of significant number of commodity and 
services production through public sector enterprises. The period (1970's to the 1980's) also witnessed a 
role of public sector in the construction activities. This is the era where the State had wide and decisive 
economic intervention. 
As for the period (August 1990 to present time), it is very difficult to uswne that there exists clear 
economic policies or coherent measures. There were many detailed, scattered, partial, and arbitrary 
economic and financial government decisions. It was designed to serve tho narrow fmancial and political 
self-interests. The present period also witnesses the coI11>lete absence of public institutions in participating 
with the government's decisions. Therefore, the present period may be called the chaotic, non- institutional, 
and a political deterioration era. 
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and foreign trade activities. Inflation control can not be dealt always by increasing 
imports financed by public oil revenues. 

Five: The then prevailing situation of no financial constraint on government 
expenditures and no need for foreign capital for financing investment has helped to 
empower the government economically and politically while the role of the private 
sector receded further. It is therefore necessary to reduce the risk of using oil revenues 
as an effective economic and political power by the transitional government. In this 
respect, the policy of allocating most of oil revenues to finance investment in the 
infrastructure through the anticipated activities of IDRC is necessary. 

Six: The over protection policy of private sector production and investment 
activities has led to weaking the entrepreneurial capacities and to the deterioration of 
the quality of domestic products. At the same time, it adds more economic and 
political power to the government authorities. This situation should be considered in 
the public finance (revenue side) policy. 

Seven: The policies of maintaining low direct and indirect taxes greatly helped the 
govenunent to impose their policies and peruse their political agenda4

• On the other 
hand, this policy led to lessening economic independence of the Iraqis and the role of 
private sector to influence government economic policies. Therefore, it is essential 
that in public finance non-oil revenues should be increased. 
Obviously, the task of formulating and implementing the fiscal polcy (the anuual 
govenunent budget) is the main responsibility of the MoFE. The monetary policy should 
be a joint responsibility ofMoFE and the ICB5

. 

Flnancial Problems and Remedles 
The scarcity of financial and foreign currency resources became a binding constraint on 
economic activities. Oil revenues have sharply decreased and non-oil exports are almost 
non existent. Also, the real value of domestic public revenues such as taxes and custom 
excises and public services returns have substantially decreased as a result of the 
economic deterioration and the inefficiency of the government financial management. 
Even if the government ability for collecting domestic revenue is restored, public 
revenues would not reach more than its 1989's level. Also, foreign sources including 
short- term loans and trade credit for financing imports have reached its maximum. 
Therefore, the financiaJ and foreign currency resources will reduce the targeted 
effectiveness of the economic policies of the transitional government. 
To estimate the required financial resources, the following needs have to be considered. 

1. Financing the reconstruction of public projects. Most important, oil projects for 
retaining oil exports capacities and maintaining oil reserve. Also important are 
economic infrastructure projects such as roads, seaports. airports, communication 
facilities, water dams, drinking water, and electricity production and distribution 
projects. Also is needed social infrastructure such as expanding and improving public 
health and basic education, and the provision of minimum social care to the 

4 Details on tax policy are given in the discution paper entitled " Tax policy: Guidelines for the 
Transitional Government oflraq". 
' Explicit definition of the Ministry's tasks of the transitional government is given in the economic policy 
guidelines. 

3 



unemployed and elderly people. In addition, finance is required for complementary 
investments in the semi-idle public sector enterprises such as sulfur and phosphate 
mining, fertilizer industry, and water discharge sewage projects. 

2. Financing cUITent government expenditures to carry on administration, health, 
education, and public services. 

3. Finance is necessary to acquire imported goods and commodities for 
investment and for production activities of the private sector. 

4. Financing foreign trade by foreign loans and credit facilities. Here, it is 
essential to apply a new and clear cut strategy to be guided by fiscal and trade criteria 
to be determined by the economy performance and the required internal and external 
macro economic balance. In this respect, it is necessary to relatively reduce imports 
and increase non-oil exports. For foreign loan debts and long - term trade credit, it 
should be rescheduled and settled in the long -run in view of the future economic 
performance. It is very important to ascertain that it is wrong to consider the 
settlement of foreign loans and debts as part of a policy to promote inflow of foreign 
capital in the short- run. Such policy would not be useful if the economic and political 
bargaining power of the government is weak as we envisage at least until the 
complete success of EPP A implementation. 

5. For military armament's debts and the imposed UN's sanctions, the political 
will of the nation should work for its cancellation and co-operate with the concerned 
foreign parties on the basis of diminishing responsibility of the Iraqi people for its 
causes. 

InOation, Foreign Exchange Rate; Causes and Remedies 
Since early 1970's, the policy of increasing government expenditures that increased 
overall demand and the actual low growth of non- oil output and productivity have led to 
sharp increase in domestic prices despite the use of oil revenues in depressing inflation by 
increasing imports by the government. The rapid economic, political, and social changes 
that have taken place since I 970's accompanied with significant international economic 
and technological developmehts were also effecting the prices of imported goods and 
commodities. Both factors have led to overvalue of the official foreign exchange of the 
ID. As a matter of fact, the exchange rate of the ID was constant till mid nineties by 
wrong political decisions, though it should have been devalued from the second half of 
the I 970's. However, instead of taking such a devaluation step, the government subsidies 
policy for imported goods and commodities and the accumulation of foreign currency and 
gold reserve have maintained the artificial value of the exchange rate in a way not related 
to the reaJ economy•s perfonnance. The experience showed that keeping the exchange 
rate constant is nothing but increasing the government subsidies to surpass inflation 
caused by low output growth and productivity deterioration. The discussions of 
devaluation were prohibited during the I 980's because of its political implications that 
revealed the government inefficiency and highlighted the deterioration of the living 
standards. The phenomenon also related to unfair pattern of income and wealth 
distribution resulting from both price changes and government biased economic and 
fiscal policies. Howe:ver, actual devaluation was apparent in the parallel market since the 
end of the l 970's. This was coupled with the continuous price rise. In an attempt to avoid 
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devaluation, the government invented an adhoc import policy that need not transfer 
foreign currency through the Iraqi Central BanJc. This short-lived policy led to further 
increase of prices in the medium -term. The carrot and stick government's policy also 
failed to combat the smuggle of wealth abroad as result of the deterioration in the 
domestic political, economic, and social circumstances. Thus, the experience showed! that 
demand on the USS continuously increased. Against this, the dictatorial regime continued 
to monopolize and fully control all foreign currency resources. They have full freedom to 
utilize all government liquid assets in financing military and annament projects. After the 
Kuwait crisis, where exports were substantially reduced, the State foreign assets were 
frozen, and the government expenditures increased by higher rates, the exchange rate of 
ID rapidly and substantially deteriorated. 
In summary, inflation and the deterioration and fluctuations of the foreign exchange rate 
can only be dealt with by rational macroeconomic, fiscal and monetary policies. The 
effectiveness o.f such policies are in the case of Iraq subject to undertaking radical 
economic structural reforms as well as implementing a huge public investment in 
infrastructure projects. It is anticipated that all Ministries and govemmet departments of 
the transitional government should bear the responsiblity of implementing the new 
economic project for change6

. 

Liberalization of the Price Structure 
In addition to the inflation problem, the prevailing price structure of goods, commodities, 
and prime factors of production cause immense problem for any rational economic 
decision. Both the government and the private sector are not able to ensure efficient 
economic decisions based on the current prices. Even individuals can not ensure good 
economic decisions. Many factors have contributed to this price distortion situation. 
Government interventions, monopolies, lack of infrastructure, widespread infonnal 
economic activities are the obvious. However, liberalization of prices needs to be gradual 
and consistent with government macroeconomic policies. The process of price 
liberalization would result in important economic, social, and political consequences. 
Careful attention should be given to this serious problem and the government should 
consider the following. 

I . To maintain the provision of basic goods ~d commodities at low fixed prices 
for low- income groups and for a limited period. It should consider this as part of the 
existing ration system. 

2. To achieve certain economic and financial objectives through import duties 
and custom policy. This is part of the government fiscal policy. 

3. To gradually unify foreign exchange rates in one system. This is a prior step 
for full liberalization of foreign exchange prices. It should be consistent with the 
macroeconomic, fiscal, and monetary policy. 

4. To reduce the existing wide disparity in income and wealth. This can be 
partially achieved by tax policy consistent with the macroeconomic policy. 

. 
6 Details on the economic tasks of lhe transitional government are given in the source cited in footnote 
no.4. 
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Liberalization of prices will create favourable environment for increasing economic 
growth and investment. For social necessities, SSWS will act to counter the problems 
associated with the negative aspects of free market economy. 

Public Investment: IDRC activity7 

It is imperative to rebuild public utilities and infrastructure that were damaged or 
destroyed since 1980. Among the priorities of these projects are the extraction and export 
of crude oil. Also, in the priority list of the proposed projects are oil refineries, 
petrochemical industries, sulfur and phosphate extraction, fertilizer industry, drinking 
water, and electricity .. Also it is necessary to invest in the heavy and medium engineering 
industry. In this category, part of the military industry should be transferred to civilian 
use with the help of government investment. . 
In pursuing public policies, careful consideration should be given to investment criteria in 
order to improve its allocation among the govemorates and regions. Public investment 
should be used to reduce the disparity of public wealth among people. 
Public investment will remain an important economic variable to influence the economy 
and the standards of living of people. 

Government Current Expenditure (annual budget) 
Government consumption (current) expenditure constitutes a significant portion of 
national consumption that in turn constitutes high percentage of total demand. Since it is 
necessary to maximize output (GDP) then investment (saving) ratio to GDP should be 
increased. That is to say, consumption ratio to GDP should be decreased. However, the 
minimum government expenditures will be determined by the minimum administration 
cost for rendering public services as estimated in the annual budget. Therefore, it is 
essential for the government to taJce drastic measures to improve the given public services 
by strictly using the productivity criteria for the civil servant promotion and recruitment. 
Moreover, public administration refonn programme - including military manpower and 
personnel- should result in reducing government current expenditures. Needless to 
mention that enough resources should be allocated to strengthening the internal security 
apparatus and enforcing the legal and judiciary system. On the other hand, the 
government should encourage the govemorates and local communities to mobilize 
financial resources to cover the expenses of certain local activities such as kindergarten 
and public parks. This would also serves the targeted expansion of decentralization of the 
decision- maJcing processes and preparation of the govemorates annual budgets. 
As for the priority list of government expenditures of the annual government budget, we 
may follow the same criteria that determine the priorities of the social, economic, and 
environmental infrastructure projects. 
In practice, the transitional government should consider that in addition to the allocation 
of enough financial resources to provide essential foodstuffs and medicine as well as for 
the priority of maintaining internal security and enforcing law and order. Expenditures on 
basic education (primary, secondary and high schools), public health services (health 
centers and general hospitals), improving environment services (sewage), rehabilitation 

' Details of the IDRC objectives, activities, and sources of finance are given in the documents and the final 
report of the IDRC group. 
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of unemployed people, and public transport should be given priority and high portion of 
total expenditures. Expenditures on the ministries responsible for running public sector 
enterprises would have less priority. 
The criteria used for the allocation of public revenues (govmment expenditure) should, in 
general, be determined on the basis of the kind and number of the beneficiaries. Low­
income groups and young people have obvious priority. 

Final remark; while the given guidelines would facilitate perfonning the huge tasks of 
the transitional govenunent in the fields of issuing new currency and formulating the 
fiscal and monetary policies. It is our belief that the accumulated expertise of the Iraqi 
institutions and highly qualified individuals inside Iraq will undertake these tasks 
efficiently and disaggregate the policy guidelines into practical measures. 

London: 22nd Dec.2002. 
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Introduction 

Debt Relief in Iraq· 
Some thoughts 

Reliable estimates on Iraq external debt are lacking or not comprehensive to say 

the least. The only official figure is the one supplied by the Iraqi representative to the UN 

in 1991 to justify a moratoriwn on the payment of war reparations. The figure mentioned 

was USO 42 billion. This figure excludes interest and if this is added taking an average of 

5% per year the external debt amounts to about USO 75 billion in the year 2002. If the 

Gulf debt, which is equivalent to USO 40 billion, then total debt is equal USO 115 billon. 

Another estimate, not different from the one just mentioned, reported in the Economist 

Intelligence Unit. This estimate is about USO 62 billion excluding both the Gulf and the 

Russian debt which amount to about USO 50 billion bringing the total to USO 112 

billion .. 

What is known about the structure of debt is that the Gulf one is interest free. About 55 

per cent of the remainder is a public medium to long-tenn debt. The rest, which is trade 

related is a short-term trade owed to regional and international private corporations. 

However about half of the short tenn debt is interest in arrears. 

Little known about the geographical structure of the creditors. Apart from the Gulf, 

France and Russia are among the most important creditors. 

The debt is accumulated by the amount of interest, whiich is not being paid. 

A negotiating stand 

The burden of external debt is seen in the fact that it is almost four times· the gross · 

domestic product. 

Iraq will have to seek the renegotiation of its debt. Iraq, in this case, will be no different 

from other debtor developing countries whose debt is restructured in various international 

forums most important of which is the Paris Club. Therefore the future Iraqi government 

will have to adopt a position on this issue. Technically speaking, the Iraqi negotiators will 

have to consider different scenarios reflecting the effect of debt payments on the import 

level and welfare of the people. Three scenarios are envisaged. 
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(a) The debt is to be paid according to an amortization schedule adhering to the 

original contracts. Repayment of external debt therefore will be made irrespective of 

what effect the payment of reparations will have on the trade balance. This case is 

expected to produce the worst results for Iraqis as far as growth is concerned. Financial 

outflows will be large due to the fact that no condition is imposed on the payment of debt 

service. The position of Iraqis under this scenario is to try their best to at least reschedule 

these amortization schedules assuming that they do not get better deals than rescheduling 

(rescheduling is explained later). 

(b) Iraqis will have to link their debt service to the other major external constraint · 

i.e. war reparation. Therefore, if the payment of reparations causes a trade deficit, then no 

debt is paid. Iraqis will present their case as a trade-off strate~y. For the creditors to get 

their money back, the international community must reduce the reparation ratio, which 

means the higher the reparation ratio the country pays the lower the ratio of debt service. 

This case rests on the accounting basis of the balance of payments, because if the current 

account is turned into a deficit as a result of the payments of reparations, then the capital 

account must be in swplus. 

(c) The third scenario assumes that nothing is paid, neither reparations nor debt 

service, unless a trade surplus is attained. In other words, this case gives priority for 
imports over the payment of reparations and debt service. The experience of debtor 

countries points to the fact that having a trade surplus iis important for debt service. Some 

debtor countries achieved such a surplus through import compression, others, especially 

within the middle-income developing countries, through export expansion 

The adoption of this sceqario indicates that the Iraqis will be awarded a relief but 

in the sense that debt is not going to paid before the need of the economy is satisfied. 

However specific relief measures need to be undertaken through debt restructuring or 

fresh financing (see later). The third scenario is the one Iraqis should negotiate for 

because to give priority for imports means providing the necessary inputs for growth and 

welfare purposes. 
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Debt and the Financing Gap 

Debt management comprises measures that aim at restructuring existing debt and 

obtaining additional financing. We need however to put the debt restructuring and the 

new financing in the right context. Why Iraq in the future wil1 need debt restructuring or 

financing? The answer ties in the fact that debt service payment will cause a .financing 

gap or reduce the surplus of the balance of payments. This will have important 

implications for the growth of the economy and the welfare needs of the people. 

But how does this gap come about in the first? 

When countries formulate a development plan or programme they estimate the financing 

requirements of that plan or programme especially its foreign exchange component. 

These requirements arc to be compared to the financing sources. 

The financing requirements are detennined by the: 

1- Current Account Deficit. 

2- Capital flows needed for repayment and reduction of arrears 

3- Capital flows needed for foreign investment 

4- Resources needed to increase the level of reserves 

As to the financing sources or capital inflows they consist of projections on: 

1- Inflows of Disbursements 

2- Inflows of Foreign investment. 

3- Any other capital inflows including the depletion ofreserves 

The financing gap is the difference between the financing sources and the 

financing needs. 

The country will have to decide on a strategy to close this gap through adjustment 

(basically through the reduction of imports or increasing exports). debt restructuring or 

financing. It can also concentrate on non-debt means to close the gap. 

3 



Sinan Al-Shabibi, 10.01.03, Draft 

The emphasis on adjustment to close the gap using through import compression is a 

deflationary option. Many developing countries especially in Latin America followed this 

route in the 1980's as a way to manage their debt crisis. The idea was to create a trade 

surplus through import compression. Needless to say this has not been a growth-oriented 

adjustment and that is why the decade of the 1980's was described as a lost decade in 

terms of growth for developing countries. In addition, while the trade balance, was, no 

doubt, affected by the compression of import volume, it may be enlarged by the adverse 

movements in the tenns of trade where the price of oil in the Iraqi case plays an 

important role. Therefore to say that the reduction of imports is a non-debt creating 

instrument depends to a great extent on the movement of the terms of trade. 

In addition, Iraq may choose to bridge the financing gap through exchange rate 

manipulation or by increasing exports if this possible. 

If it is not possible for Iraq to embark on adjustment policies or if this proves to 

be harmful, as the situation is likely to be, then the country should opt for financing the 

gap. The approach here is determined by the extent to which the country desires to have 

debt and how onerous this debt is. But when the country seeks financing, it should follow 

a policy of sequencing. The country should first negotiate for grants (This depends on the 

size of the financing gap). Then it should investigate whether to opt for foreign 

investment, and within this the sequence should seek FOi first. 

If the country, however, had no alternative: but work on the debt side then the 

most important criterion is to avoid heavy or onerous debt. Working on the debt side will 

imply two measures: Debt restructuring and new borrowing which are the components of 

debt strategy. The sequence of the implementation of this strategy implies that the 

management of debt should start with restructuring of existing debt (before contracting 

new debt) because this might be sufficient to close the financing gap. Within this, there is 

also a sequence. The country should negotiate for stock of debt reduction (forgiveness) 

because this will imply reduction in debt service. If this proves to be not possible then the 

country must try to negotiate the forgiveness of all O•r part of the debt service flows. 
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Then the country should opt for debt swap since this may imply some sort of 

reduction if the deal is favourable. Rescheduling, in the sense of postponing debt 

payment should be last because it does not reduce the· debt. 

Debt Restructuring Operations 

Having said that, the debt rest111cturlng component is effected through various 

operations. There arc specific circumstances that necessitate the adoption of a particular 

operation. The general criterion however is that debt restructuring gives a breathing space 

for the country to put its house in order in order to avoid expanding the financing gap and 

new borrowing. The debt restructuring operations are: 

a- Reschedullag interest payment or prlacipal repayment 

Iraq resorts to this operation if it views its debt problem to be a temporary 

phenomenon. This means that it only needs liquidity which can be obtained by extending 

the maturity. Rescheduling will tum restructuring into debt relief if the _tenns on which 

the repayment is rescheduled arc easier. The saving that the country generates should be 

used to enhance export and growth prospects. 

The financing gap will be reduced during the period when the operation is 

executed. Afterwards the financing gap will be bigger reflecting the original and the 

rescheduled stream of debt service payments. There will therefore be a need for a new 

borrowing to finance the subsequent gap. To avoid this new borrowing the country has, 

during the ~riod when the rescheduling takes place, to mobilize enough non-debt 

creating resources for growth and debt servicing. The extent of the effect on debt and the 

financing gap will, no doubt, depend on the tenns of rescheduling. Those tenns relate to 

interest rate, grace period and maturity but also include the repayment profile negotiated. 

b- Rescheduling interest or principal arrears 

Arrears do not appear in the financing gap because the latter consist only of flow 

variables. Therefore when arrears are rescheduled and paid, the debt service will increase. 

When the country agrees to rescheduling arrears it means that it has an access to finance 

it wants to use for debt servicing. This finance may come from an increase in export 
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earnings or new financing (grants or loans). It is always better for the country if it is 

confronted with rescheduling of arrears, to finance this rescheduling with grants or 

proceeds from exports rather than borrowing, otherwise the debt burden will increase 

both presently and in the future. The presence of arrears creates debt overhang and limits 

the access of the COWltry to further credit, but by accumulation arrears the COWltry avails 

itself with credit. The repayment of arrears, on the other hand, should increase the credit 

standing of the country. 

d- Forgive debt nows or debt stock 

This operation is resorted to if the country feels that whatever it earns in tenns of 

foreign exchange will be used for debt service. There will be a disincentive for the 

country to implement a program that generates this foreign exchange. Thus debt 

cancellation will correct the situation. Countries also request forgiveness because their 

situation does not permit them to seek new debt. Thus this operation is resorted to 

basically to increase the credit-worthiness of the country. 

This operation is the best for the debtor and the easiest for the operator but the 

most difficult to negotiate. 

e-- Debt buyback 

The debtor country or an intennediary may, under this operation, buy its debt 

back in the secondary market at a discount. Recourse to such an operation is justified if 

the discount is very high, if the country has access to non-debt creating resources and that 

those resources are not immediately needed for deve'lopment and sociaJ purposes. In any 

case the country will have to evaJuate the alternative use of resources. 

This operation may be resorted to when rescheduling is not doing much help and 

that the country may be pressurized to generate resources through the increase in money 

supply inducing inflationary pressures. 

The extent to. which this operation improves the debt situation and the financing 

requirements of the country depends on how the resources are generated and the 

opportunity cost of those resources. The actual debt will of course be reduced but a new 

debt may be created if the buyback is implemented through borrowing. The debt service 
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of the new debt will depend on the terms of that debt. If it is. really meant to be a debt 

relief then the terms should be as concessional as possible. When the country finances the 

buyback from its financial reserves, debt will not be created but then the country will 

have to evaluate the loss in interest income and in potential imports. In addition, one line 

of defense of the exchange rate will be lost leading to depreciation in that rate under 

which case the effect of debt reduction wiJl be nullified (Debt service cost will increase). 

The buyback could be financed as part of a debt reduction deal under which case the 

resources are obtained through grants from bilateral or multilateral sources. 

The effect on the .financing gap will be positive because as debt is reduced future 

debt service will also be reduced. The effect will be more positive if the buyback is 

financed by a grant because financing sources will be increased by the amount of the 

grant .and there will be no debt to service. 

f-Swaps 

Debtors sometimes seek relief by resorting to debt swaps. Two kinds of swaps can 

be singled out, debt for debt and debt for equity. The former is a transaction whereby the 

existing debt or part of it is exchanged with a new debt or debt instrument with a discount 

applied to this instrument. The discount is detennined in the secondary marlcet The 

transaction can affect the stocks of debt as well as the flows. With respect to the former a 

discount is applied to the nominal value of the new debt under which case the outstanding 

debt is reduced. If, on the other hand, the nominal value of the new debt is at par with the 

old debt then the only way to obtain the discount is for the new debt to have a lower 

interest payment. In this way the debt service stream, the flow variable, will be affected. 

The debt instrument can take the form of a bond (The debtor country issue the bond). 

The effect on the outstanding debt of the swap depends whether it is done at par 

or at a discount. In fact there is a net increase in the volume of debt if the swap is done 

through a par bond since the cow:itry will add the value of the bond to its debt. 

To sum up, the exchange of debt by a par bond means an interest rate relief but 

the exchange by a discount bond indicates a principal relief. It is possible to have a deal 

under which case you have a discount bond with a lower interest rate. 
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Many elements will affect .the financing gap. In the first instance the gap will be 

reduced through reduction in principal due to swap at a discount, secondly the gap will be 

reduced through a reduction in interest if the debt is swapped at a par value. 

The other kind of swap is the debt for equity. This amounts to retiring part of the 

debt for equity. An investor (foreign or national) buys part of the country's debt at a 

discount in the secondary market. The discounted debt is converted into domestic 

currency to swap it for domestic equity. The attractiveness for the investor is that he will 

get the debt with less than its face value and probably in a favourable exchange rate. 

From the point of vjew of the debtor it will have its debt reduced but also it will increase 

its FDI provided that this investm~t is additional. Many debtors combine this operation 

with a privatization programme and the procedure amounts to a repatriation of capital if 

the investor is a national living abroad. 

The financial burden on the country tak,es the form of dividend or profit 

remittances. It should be noted however that servicing profits is more compatible with 

abilities of the economy than servicing interest payments. 

The financing gap will in general be reduced except in the year where the swap 

takes place. In this year there will be outflow of resources equivalent to the value ,of the 

debt to be swapped and an inflow from the additional FDI obtained. 

One last question is that the equity to be swapped can be either public (Hence the 

privatisation option) or private. When the latter is the case the government has to acquire 

the private equity, which implies domestic resource mobilization by the Government. 

g- Accumulate principal or interest arrears. 

This action will have the effect of increasing the debt but reducing the financing 

gap because of the fact that debt is not serviced. The debtor resorts to this action when it 

ceases to have an access to the needed external finance. The accumulation of arrears 

however has negative effects on the credit standing of the country. 

b- Payment of arrears 
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This will reduce the debt service arrears and if this reduction is equal to 100 

percent the debt will be brought back to the initial level. But the financing gap will 

increase in the year when the payment takes place. The arrears may be paid through 

inflows of grants. Therefore their effect on the balance of payments is neutral. If 

payment is financed from reserves there will be inflow into the balance of payments 

New borrowing in balance of payments is designed to finance the current account. In 

debt management it is used to finance the finance requirements. As mentioned, the 

criterion in closing the gap is that flows of debt-creating nature should, as far as possible, 

be avoided. To determine the need for new borrowing we also need to go through a 

sequence. First, the initial gap will have to be evaluated. In other words, we evaluate the 

gap without debt restructuring. The need for new borrowing will be determined then. 

However it is better for the country to negotiate for ,grants to narrow the financing gap. 

The new borrowing will increase the debt stock but will decrease the gap when 

disbursement is made and will increase it when repayment of the borrowing is made. 

The country should have an idea from where to borrow and the currency mix of this 

borrowing. In fact some negotiation should be held before specifying the new borrowing. 

Conclusions and Recommendations 

Iraq will face formidable challenges after the regime change. In the first instance Iraq will 

have to regain economic stability and lift the value of the national currency. Needless to 

say the correct way to do this in a sustainable manner is through supply side measures 

where productivity is enhanced and export competitiveness increased. But these are long­

term measures and beyond the urgent measures the transitional government will have to 

undertake. The immediate measures needed are financial in nature. As far as external 

debt is concerned, and before starting the negotiation process Iraq needs to agree with the 

creditors on freezing the payment of principal and interest (Iraq is not paying at the 

moment but interest arrears are accumulated) without the accumulation of arrears. 

Having attained economic stability, Iraq will have to initiate a process of negotiations of 

debt. It is important to build a database on debt transactions. This should start 

immediately i.e. while stability is being restored. Such a database will give a detailed 
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Picture on creditor and tenns structure of all debt transaction, something essential for 

designating which segment of the debt to propose for negotiation. 

It is very difficult to propose the operation Iraqis will advocate among the ones discussed 

above. Rescheduling is of course an option. The idea here is for Iraq to have a breathing 

space to accumulate the resources to start the payment later. But the accumulation of the 

resources in the Iraqi case will basically depend on the behaviour of the price of oil, 

which is uncertain. Also this option will merely postpone the problem and in many cases 

the debt might become more onerous in the future. 

The new conditions of Iraq necessitate the forgiveness of the debt especially the official 

one. A great deal of this debt is was contracted to procure military equipment and to 

finance wars. In addition the forgiveness of the debt and the interest arrears will increase 

the import capacity and economic relations with trading partners. It is true that the debt 

servicing capacity of Iraq may be greater than most developing countries but this is only 

under nonnal conditions not when the country needs emergency assistance and needs to 

accumulate resources for reconstruction. 

An interesting option for Iraq is to consider the operation of swapping debt for equity as 

explained above. However the negotiation should ensure that any investment that would 

replace debt should be additional and that it should talce place in the non--oil sector. A 

definite proposal cannot be made here without knowledge of the details of the debt 

database, but the principle here is that the new Iraq is to encourage investment and one 

way to do that is through this swap. 

Finally it is very important to hold in the first three months after the change an 

international conference on the problem of external debt in Iraq. The following agenda 

can be suggested. 

l. An overview of the Iraqi economy in the last thirty years especially the cost of 

destruction from wars and embargo and the resources needed for reconstruction. 

2. The external constraints in the Iraqi economy, debt and war reparation. 

10 



Sinan Al·Shabibi, I 0.01.03, Draft 

3. The genesis of the debt problem in Iraq and its effect on stability, reconstruction 

and growth 

4. The burden of external debt, the volume of debt, and the need for a centralized 

database. 

S. Approaches to solve the debt and the reparation problems 

6. The need for Foreign Direct Investment and the relation ofthis to the resolution of 

the debt problem in Iraq. 

7. Other matters 

The institutions that would participate in this conference 

1. United Nations Development Progranune (UNDP) 

2. The World Barut and the International Monetary Fund 

3. The United Nations Conference on Trade and Development (UNCT AD). 

4. Arab Financial institutions 

S. Representatives from Paris Club and Creditor Government 

6. Representatives from the lntemationaJ and Arab Private sector 
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1. INTRODUCTION 

Iraq has had an advanced system or water treatment plants and supply system. In the Center and South, the 
system is composed of210 watertrealment plants (WTPs) serving urban populations and 1,200 compact 
WTPs to serve rural population areas. In sanitation, one third or the pop\JlaUon (In urban areas) Is served by 
piped sewage systems with treatment plants and the rest rely on septic tanks aided by fleets of sewage 
tankers. 

However, since 1991 the overall efficiency of the entKe system has dropped to 50% of nominal efficiency 
rates due lo the absence of human and financial resources, lack of spare parts, equipment, proper 
maintenance and lack or sufficient electrical power. The per capita share of water has dropped by up to a 
half in urban and rural areas. Water quality has also deteriorated d~ing this time. 

The deterioration In the quantity and quality of water available has contributed to an increase in the incidence 
of water·bome diseases among Infants and children under five years of age. It has also caused an Ina-ease 
In the prevalence of malnutrition among the under-fives. 

Many water treatment plants are malfunctioning due to a lack or spare parts, low maintenance and a reduced 
number of qualified staff. Electricity shortages and the deteriorating distribution network are also contributing 
to the decline in water services. 

For the Northern part. before 1991, Saddam's Iraqi government conducted a deliberated destruction against 
Kurdish settlement. More than 4,500 vlnages were destroyed, and families were relocated by force Into a 
newly created Collective Towns (CT). There were poor WAT~ 591'\'ices in those CT. After 1991, many of 
the destroyed villages were reconstructed and thousands of families retuned back to their original places. But 
majority are still living In the CT. 

Ourlng 1980 and 1990, some big projects were implemented to serve the big cities of Oohuk, Erbil and 
Suliemanlyah, like Chambarttat in Oohuk. lfraz In Erbll, and Ookan In Suliemanlyah. However, after 20 years, 
these projects need rehabilitation and extension due to the Ina-eased number In the population and demand 
for water. Especially In rural areas were massive resettlement process Is taking place, and other 58Mces are 
Improving (like road network, electricity, ... etc). 

Water supply had been Improved In Iraqi Kurdistan (IK) with resources made available from the oil for food 
program, especially in rural .areas. Many new construction, extension and rehabilitation of the existed water 
projects took place. Also there has been a good Improvement at the Urban and Semi urban areas. 

The sanitation services are slmilarty affeded. In Baghdad alone the pumping stations for the sewerage 
network are functioning at less than 40 percent etllclency. This In tum Is leading to a more rapid deterioration 
of the sewerage network as the pipelines, especially those made of concrete, are COO"oding faster due 
sewerage sitting and decomposing In these pipes. Effluent Is na.v leaking from the pipe joints causing the 
lower soil strata to dissotve and the pipellnes themselves to collapse. 

Similarly, the state of Sanitation secior Is very poor in the Kurdish Region. Currently, with limited support 
from 980, storm drain networtts are implemented In the three main cities, where there is no Sewerage for 
Waste Water constructed anywhere. AJ the same time limited sanitation Works Is done in the small cities and 
towns. At the rural areas, sanitation projects are Limited on just the construction of latrines for individual 
houses. 

A new program Is needed for an integrated plan for the sanilalion sector with emphasis on recycling options 
and environment protection. 

The drought and unavailability of efficient amount or rain durin.g the years of 1999, 2000, and 2001, has 
inaeased the conC8m for water supply to the population. Decision makers should look toward making 
comprehensive plans to deal with the water issue on a strategic manner. 

In the future the WATSAN sector should be given a priority. ParaUel to that a campaign for community 
awareness toward water consumption and water protection should be implemented to ensure household 
water security. 

Today, UNICEF supports the rehabilitation of the WATSAN systems using supplies and equipment procured 
under the Oil For Food Program (OFFP). 
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BASIC FACTS 

Total Population with water access: 
• For the Center and South: 93% of urban population and 48% of rural population. 79% total (15 .. 75 

million). Source: UNICEF/Care lntematlonal (Preliminary Survey results 2001/2002). 
• For the North: 97.4%. of urban population and 85% of rural population. 93% total (3.2 million). 

Source: UNICEF (Survey resulls .2002). 

The situation from UtO- 1Ht: 
• Decrease in quantity of water supply by more than 50 % 
• Six-fold lnaease In water contamination 
• Deterioration of raw water quality due to untreated sewage disposal and drought effects 
• Men than 90% cut Im government budget anocatlon to cover local expenses 
• More than 40% cut in number of personnel, loss of experience and expertise of 20 years 
• Decrease in auxiliary machinery and equipment (garbage collectors, tractors, loaders, etc) from 

estimated 6,500 units to 700 
• Two-thirds decrease (from 60 to less than 20) In operatiooal workshops, with the remaining 20 in 

very poor condition. 
• Water losses through the deteriorating networll have more than doubled (from 15% to more than 

35%) 
• Frequent power cuts interrupting system operation by at least 10 hours/day. 

Profl'•U made from 1197 - June 2001: 
• Rehabilitation of 35 Water and Sewage systems benefiting 5.5 million people. 
• On-the-job training of 1 ,300 technicians and operators 
• Undertake a comprehensive sector assessment due for oompletlon by June 2001 
• Training of core staff for MIS operation 1n four local WES authorities 

hrtner Gowmment Agencle•: (frx th• centw and •outh) 
• Baghdad Wa'!Sr Authority (BWA) 
• Baghdad Sewerage Authority (BSA) 
• General Corporation for Water and Sewerage (GCWS) and local water and sewerage authorities 

Partner Government Aflencles: {for ,,,. north) 
• Municlplaltles in Dohuk, Ert>il and Sullemanlyah. 
• Departments of Rural Water In Dohuk and Erbil 
• Water and Sewerage departmeota in Oohuk, Erbil and Suliemanlyah. 

Future of th• program (Su•talnablllty): 
• The government at present does not have the llnanclal amcf technical means to property maintain 

water and sanitation systems. It is important to consider resources beyond what Is being provided 
(equipment and supplies) under the Oi~for-Food Program. 

• Capacity bullding of existing local water and sanitation wOft(ers. 
• Establish/expand water and sanitation Management Information System 
• Completion of a comprehensive study to set possible scenario for sector's mid-term and long-term 

rehabilitation and development. 

OUrer agencJN/orgMtlz•tions Implementing a similar type of prog,..m 
• UNPHS (United Nations Program for Human Settlements), especially in the north. 
• UNOPS (United Nations Office of Pro;ect Services), especially In the north. 
• CARE International in the center and south. 
• lntematlonal Committee of the Red Cross aaoss the country. 
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2. OVERVIEW 

a- The Situation In the Center and South 

Iraq is a country where water resources are available in abundance. By the end of the last decade 
Iraq enjoyed potable water coverage of more than 95% in urban areas and 70% in rural areas. The 
advanced water system in center/south 11'3Q is composed of 220 traditional water treatment plants 
mainly to seNe urban areas, 1200 compact water treatment plants (mobile) to serve rural areas, 90 
wen schemes. 130 boosting stations and hundreds of thousands of kilometers of water conveyance 
pipes. Water is mainly drawn from surface water bodles. 

In sanitation, one quarter of the population (in urban areas) is served by piped sewage systems. 
These systems are composed of 14 sewage treatment pi.ants, some 250 vertical sewage-pumping 
stations, and more than 1500 sewage and storm submersible pumping stations. 50% of the 
population relies on septic tanks supported by fleets of cesspool emptiera and the rest dispose of 
sewage directly into rivers, streets 01 open areas forming ponds of stagnant water and causing 
contaminatlon and environmental hazards. 

Due to the absence of human and financial reSOtKOes, ladt of spares, eqUipment and proper 
maintenance, the system's overaY efficiency has dropped drastlcaHy over the last decade. At the 
same time, no new systems have been constructed to cater f01 the Increase in population. This Is 
over-stretching the weakened capacity of the existing systems. 

Recent estimates showed that US$700-a00 million is required to rehabltitate the existing system. 
Rehabltitatlon, which cover supplies and cash requlremelllts win entail an efficiency increase from a 
current 40·50% to an average 70°4. Filling the gap to reach universal accessibility to Water and 
Environmental Sanitation services where the under-served and the un-served wlil also be covered 
would require several billions of US DoMars. 

Problems that characterize the present situation of the secto< can be summarized as follows: 

1. The quanUty of delivered water has deteriorated. The average per capita share of water has 
decreased due to reduced efflclency of the exiting water schemes, Increase In the Unaccounted F01 
Water (UFW) and Increase In population without having an lnaease In treated water quantity. 
(UNICEF/CARE survey in 1997 and preliminary results of 1999-2000 survey) 

2. contamination a water samples inaeased from an average of less than 5% to more than 25%. 
M01eover, contamination detection and containment systems are weak. 

3. The qualHy of raw water has drastically deteriorated due to discharges of untreated sewage and 
other effluents' disposal Into surface water bOdies. The drought has even magnlfted the effect of this 
factor. 

4. Auxiliary machinery and equipment such as g8lbage collectors, tractors, loaders, lorries, excavators, 
water and sewage tankers, jetting vehicles, personnel and transpOlt vehicles, etc, have dropped 
from estimated 6,500 units to 700 (statistics of 1997). The number of repair workshops has dropped 
from more than 60 to less than 20. (Since 1997 and under the Otl For Food program many 
machinery and equipment were brought to the country and hence the numbers should be up). 

5. The number and the quality of personnel • Including managers and engineers, technicians, 
supervisors and clerits and operators drivers and laborers • has decreased substantially due to low · 
income. FOf example, the current number of staff woriting for the General Corporation f01 Water and 
Sewage is 11,000 • compared to the approved number of posts, which is dose to 20,000. Average 
years of experience dropped from estimated 20 years to 9 years. Exposure to training courses has 
dropped from 2 weeks/person/year to almost nH. 

6. Water tosses through the netwcrt have Increased from an estimated 15% to more than 35%. The 
incidence of breaks in networks increased threefold. Illegal coonectlons and misuse increase the 
total amount of UFW to 50%. The same appNes f01 sewage networks. 
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7. Power cuts, which directly affect system operations average more than 10 hours/day. The quality of 
electrical power (missing phases, altered frequency, etc) is also damaging electrical systems. Almost 
all the standby generators are old and out of order with capacity reduced to 30-50%. The effect of 
power cuts is actually longer lhan the duration of the power cut as re-commissioning of the plant and 
refllllng the main pipes of the network normally requires extra hours. 

8. Stocks of effective spares have been depleted. For example, the book value of effective spares In 
Nineveh governorate dropped from US$391.200 in 1990 to US$12,500 in 1999. 

9. Increase In the number of collapses of sewer pipes. In Baghdad city for example there were 16,000 
pipe' settlements and breaks during 1990- 1997 compared to only 16 during the period 1965 to 
1990. 

10. Reduction in the water levels of the rivers, branches and tributaries due to the drought season. The 
dryness of the canals in some rural areas caused complete shut down of water projects. Water · 
discharge In some of the main rivers such as Dlala River decreased to 29% of Its normal discttarge. 
Maximum ftow In the TlQrls in the year 2000 is 46% of that in 1996. An of this has had a negative 
effect on water treatment efT\ciency. 

11. Though the "Oil for Food Programme· (OFFP) Iraq Is able to partially cover the supply side of the 
problem. Supplies that have so far arrived through the programme within the past four years (eight 
phases of the OFFP) amount to around US$120 million. This is barely 20°/o of the required inputs. 
Moreover, the absence of the cash component Is limiting the extent to which benefit is achieved from 
the arriving supplies. In many cases, spares and equipment are lying Idle in warehouses for lack of 
sufficient cash for Installation, purchase of local materials and labor, and operation. 

b- The SHu.tlon In the North (Kurdish Region) 

The Impact of Saddam's policies of destruction and neglect to urban and rural settlement and needs 
for operation and maintenance in IK, and the sanctions on Iraq, has been particularty noticeable in 
the delivery of Infrastructure services such as water supply, drainage, wastewater disposal and the 
management of solid waste. The current situation could be summarized as follow: 

o Current limitations In Institutional management capacity, low citiZens' awareness on the 
appropriate use of services, and the absence of resources for funding their operati.on and 
maintenance has only compounded the problems in this sector. 

IJ Provision and upgrading of urban infrastructure., particularly water supply, drainage and 
wastewater disposal, and soKd waste ("Urban WatSan") cannot be isolated from broader urban . 
rehabilitation activities. Therefore, programs for their improvement, while specific in nature, need to 
take Into aecount integral urban rehabilitation strategies. 

o UNICEF Is the lead agency responsible for developing policy approaches and plans for WatSan 
sectoral action in the IK under SCR 986 In consultation with the Kurdish Authorities. UNICEF has 
made a general assessment of present conditions of Urban and Rural WatSan In IK. In the 
meantime, UNCHS (UN-Habitat) Is proceeding with the implementation of integrated programs for 
housing provision .and for the upgrading of rural and urban settlements. WatSan services are an 
integral part of such programs aiming at providing adequate and efficient shelter solutions to their 
target groups. 

o There are presently clear gaps In the overall implementation of WatSan activities in IK that, if 
not attended in time, wiH jeopardize the impact and sustainability of actions in complementary 
sectors, namely: 

1. Absence of standards and performance criteria for WatSan services In rural and urban areas; 

2. Detailed assessment of WatSan conditions In medium size urban areas, and the setting of 
priorities for action on a city/town basis (from drinldng water production to wastewater treatment); 
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3. Detailed assessment of solid waste management needs and options in medium size urban 
areas, and the setting of priorities for action; 

4. Upgrading local capacity for the management of WatSan services in rural and medium size 
urban areas, Including the funding of operaUon andl maintenance routines; 

5. Setting of standards and criteria for the Improvement/extension of WatSan services in large 
urban areas, pending the production of citywide plans. 

3. GOALS AND OBJECTIVES 

Center and South 
1. Rehabilitate, repair and maintain water and sanitation facilities indudlng water treatment plants, 

sewage treatment plants and pu1r4>ing stations, and associated water supply and sewerage 
networils in center/south Iraq. Emclency of rehablUtat.edlrepalred/malntained facilities will Increase by 
10-30% depending on scope and size of works. Population wiM benefit from the enhanced services In 
tltrms of better quality and quantity of potable waler and quality of sewage disposal and treatment. 

2. Install new compact water treatment plants coming through the Oil for Food Pl'ogl-amme. This will 
ensure proper water services to un-served rural areas and under-served urban areas In center/south 
Iraq. Procure more. 

3. Install new compact sewage treatment plants coming through the Oil for Food Programme. This will 
ensure proper aewage disposal thus reducing contamination loads on water bodies. 

4. Improve technical capacity of the local workers through exposure to on·th&-Job-tralning by the 
contractors who will undertake the rehabllltation wor11s. 

S. Ensure that supplies coming from the Oil f« Food Programme are property installed and functional. 
This will ensure optimum utilization of these supplies for maximum performance and healthy life 
span. 

North 
1. Constn.K:tlon of new, extension and rehabilitation of water projects In IK. lndudlng, securing new 

sources. Improvement In the old netwonts, capacity building and operation and mal111tenance. 
Consideration must be given to the Drought threat. 

2. For Water Security, each household should receive: 
a) For urban dwellers: 250 lltter/capHallday 
b) For semi-urban dwellers: 250-150 litter/ capltaVday 
c) For rural dwellers: 80-100 lltter/capltaVday 

3. Improvement in water quantity should be parallel to Improvement In water quality lnvotving gOOd 
action in purification aspect. 

4. Establishing a comprehensive combined storm drainage and wastewater netwOft<s In the cities and 
towns, lnvoMng recyctlng with high technical level. 

5. Constructing solid waste management plants with different scales in cities and towns. 
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4. SETILEMENTIMUNICIPLAITIES DEMAND 

4.1 Population 
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4.2 Population distribution (only available for the 3 Kurdish governorates) 

The present population in IK as reported by WFP is 3.707 mUlion. Some 30% of it is reported to live 
. I Po laf ' distrib ed ~ I an rura areas. >PU IOOIS ut as olow: 

Govemorate Population in settlements Percentage of total in 
Total: 3,707,850 settlements 

Duhok 807 005 21 .1 

Erbil 1 316, 162 36.2 

Suliemanivah 1,584,683 42.7 

The figures include urban, semi urban and rural area. More than 1.445 million lives in the main th1'1'e 
cities are as follow: 

Duhok city 

Erbil city 

Suliemaniyah city 

220,000 

703,022 

522,636 
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Another 1.1 million lives in other urban and semi urban areas. Bringing the total urban population to 
2.6 million. The remaining 1.1 million live in rural areas. More detailed figures per Rural and Urban 

for each district 

ERBIL RURAL URBAN TOTAL 
CHOMAN 39.996 10.235 50,231 4% 
ERBIL 55,340 783,022 838,362 64% 
KOISINJAQ 35,544 39.275 74,819 7% 
SHAQLAWA 78 700 52 051 130 751 11% 
SORAN 87,403 87.513 174 916 12% 
MERGASOR 37,942 9,341 47283 2% 

334,925 981,237 1,316,182 100% 

DOH UK 
AKRE 91,420 44120 135.540 17% 
AMEDI 75907 44,794 120 701 15% 
SHE KHAN 20,254 n311 97 625 12% 
DOH UK 35,528 228,730 264,258 33% 
SUMAIL 22 051 38134 60,185 8% 
ZAKHO 15,555 113 041 128,596 15% 

260 715 546 290 807.005 100% 

SULEIMANIY AH 
CHAMCHAMAL 31,373 139.340 160.713 11% 
DARBANDIKHAN 25 359 35000 37,359 2% 
DO KAN 26 596 52 882 n478 6% 
HALBAJA 41,122 106 270 137.392 9% 
KALAR 20,183 89,162 99,345 7% 
KHANAQIN 9452 9,452 1% 
KIFRI 4 899 20099 24998 2% 
PENJUEN 32,016 20196 42,212 3% 
PISHDAR 38,126 37,126 2% 
RANIA 45601 100004 133 605 9% 
SHARBAZHER 52218 19480 70698 5% 
QALADIZA 40,294 641,264 670,558 44% 

377.239 1,207.444 1,584883 100% 

3,707,850 

4.2 Prforltlzatlon/Selec:tlon Criteria 

4.2.1 Water Supply 

During Implementation, we should prioritize our selection of lnterventJon areas. Four criteria could be 
used: (i) population density, (ii) mortality, (iii) growth rate and (iv) service level. These cnteria are 
rideed very good alteria to reftect the conditions and ttierefore the need for improvement on water 
supply in the Municipalities. Applying these criteria would result In a list of towns per Govemorate 
with the highest need for improving the water supply situation in these towns. 

In a next step the situation at the quarter level of the towns should be further analyzed using the 
collected data; after that priority setting at town level could be done. 

Data on morbidity should be collected, more specific those related to diarrhea and hookworm. The 
first one is a common indicator for diseases associated with water quantity and water quality. The 
latter one is exclusively related to sanitation. 
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3. Detailed assessment of sold waste management needs and options in medium size urban 
areas, and the settlng of priorities tor adlon; 

4. Upgrading local capacity for the management of WatSan services in rural and medium size 
urban areas, including the funding of operation and maintenance routines; 

5. Setting of standards and CJiteria tor the improvemenVextension of WatSan services In large 
urban areas, 1>9'ndlng the production of citywide plans. 

3. GOALS AND OBJECTIVES 

Center and South 
t. Rehabilitate, repair and maintain water and sanitation facilities Including water treatment plants, 

sewage treatment plants and pumping slat.Ions, and associated water supply and sewerage 
networks in center/south Iraq. Etndency c:A rehabilitated/repaired/maintained facilities will increase by 
10-30% depending on scope and size of wort<s. Population win benefit from the enhanced services In 
tenns of better quality and quantity of potable water and quality of sewage disposal and treatment. 

2. Install new compact water treatment plants coming through the Oil for Food Programme. This will 
ensure proper water servk:es to un-served rural areas and under-served urban areas In center/south 
Iraq. Procure more. 

3. Install new compact sewage treatment plants coming through the Oil for Food Programme. This wlll 
ensure proper sewage disposal thus reducing contamination loads on water bodies. 

4. Improve technical capacity of the local woriters through exposure to on·th&-Job·training by the 
contractors Who willl undertake the rehabilitation works. 

S. Ensure that supplies coming from the m for Food Programme are P.f'operly Installed and functional. 
This will ensure optimum utilization of these supplies for maximum perfonnance and healthy life 
span. 

North 
1. Conslructlon of new. extension and rehabllllation of water projects In IK. Including, securing new 

SOtXces, improvement In the old networks, capacity building and operation and maintenance. 
Consideration must be given to the Drought threat. 

2. For Water Security, each household should receive: 
a) For urban dwelers: 250 litter/capitaVday 
b) For semi-urban dwellers: 250-150 litterl capitallday 
c) For rural dwellers: 80-100 litter/capitallday 

3. Improvement In water quantity should be parallel to improvement In water quality Involving good 
action In purillcatlon aspect. 

4. Establishing a comprehensive combined storm drainage and wastewater networks In the cillles and 
lawns, Involving recycling with high technical level. 

5. Constructing solid waste management plants with different scales in cities and towns. 
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4. SETTLEMENT/MUNICIPLAITIES DEMAND 

4.1 Population 

Iraqi Population per Governorate 
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Total 
17.1'72,1'1 26,l'73,9D 691,27' 

4.2 Population distribution (only available for the 3 Kurdish govemorates) 

The present population In IK as reported by WFP is 3.707 mHlion. Some 30% of it Is reported to live 
in rural areas. Population is distributed as follow: 

Gov em orate Population in settlements Percentage of total In 
Total: 3,707,850 settlements 

Ouhok 807 005 21.1 

Erbil 1 316,162 36.2 

Sullemanlvah 1584683 42.7 

The figures include urt>an, semi urban and rural area. More than 1.445 million lives In the main three 
cities are as follow: 

Duhok city 220,000 

Erbil city 

Suliemaniyah city 

703.022 

522,636 
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Another 1.1 mlRion lives in other urban and semi urban areas. Bringing the total urban population to 
2.6 million. The remaining 1.1 million live in rural areas. More detailed figures per Rural and Urban 
for each distrtd: 

ERBIL RURAL URBAN TOTAL 
CH OMAN 39,996 10.235 50.231 4% 
ERBI. 55340 783.022 838,362 64% 
KOISINJAQ 35,544 39,275 74,819 7% 
SHAQLAWA 78,700 52,051 130,751 11% 
SORAN 87403 87,513 174 916. 12% 
MERGASOR 37942 9341 47 283 2% 

334925 981.237 1,318182 100% 

DOH UK 
AKRE 91,420 44, 120 135,540 17% 
AMEDI 75907 44.794 120,701 15% 
SHE KHAN 20,254 77,371 97,625 12% 
DOH UK 35.528 228,730 264,258 33% 
SUMAIL 22,051 38,134 60,185 8% 
ZAKHO 15555 113041 128 596 15% 

260.715 546 290 807 005 100% 

SULEIMANIYAH 
CHAMCHAMAL 31,373 139 340 160 713 11% 
DARBANDIKHAN 25359 35,000 37,359 2% 
DO KAN 26596 52,882 77,478 6% 
HAL.BAJA 41122 106 270 137.392 9% 
KALAR 20,183 89,162 99,345 7% 
KHANAQIN 9452 9,452 1% 
KIFRI 4899 20,099 24998 2% 
PENJUEN 32 016 20 196 42,212 3% 
PISHDAR 38126 37126 2% 
RANIA 45601 100,004 133605 9% 
SHARBAZHER 52,218 19,480 70698 5% 
QALADIZA 40294 641 264 670 558 44% 

377,239 1,207,444 1,584.683 100% 

3,707,850 

4.2 Prlorttlzatlon/Selectlon Crlterta 

4.2.1 Water Supply 

During lmplementatlon, we should prioritize our selection of Intervention areas. Four criteria could be 
used: (I) population density, (ii) mortality, (ii) growth rate and (iv) service level. These criteria are 
indeed very good atteria to reflect the conditions and therefore the need for improvement on water 
supply in the Municipallties. Applying these atteria would result in a Hst of towns· per Govemorate 
with the highest need for improving the water supply situation in these towns. 

In a next step the situation at the quarter level of the towns should be further analyzed using the 
collected data; after that priority setting at town level could be done. 

Data on morbidity should be collected, more specific those related to diarmea and hookworm. The 
first one is a common indicator for diseases associated with water quantity and water quality. The 
latter one is exdusively related to sanitation. 
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Populatlon density and growth Is the most Important demographic criteria for prloritlzation. Apart 
from Population Density, the Total Town Population and the Percentage of town population being 
lntema//y Displaced Persons (/DPs) could be used for priority setting. 

Population density is a key Indicator for priority setting, because in dense populated areas there are 
fewer alternatives for water sources than In less densely populated areas. 

The following table shows the weighing factors for each of the priority setting criteria. The water 
supply service level etlteria score highest because they are most critical for the priority setting in 
water supply. 

Priority setting Water supply Total Density 
criteria coverage (% of 

houses connected 
mun lei pal 

la ti on 
Weight factor/ 0.3 (30%) 0.1 (10%) 0.1 (10%) 
Percent 

When applytng those five selected etlteria for water supply to the collected WatSan data, a list of 
munlclpalitles prioriUzed according to the need for intervention In water supply would be resulted. 

4.2.2 Sewerage/Drainage 

The following three key issues for sewerage reflect the need: i) demographic aspects (population 
density), ii) environmental and health aspects and iii) the presence and functioning .of existing 
systems. Concerning Storm Water drainage the main issues are: iv) the adequacy of the present 
infrastructure and v) demographic and industrial development. 

Regarding Indicators for the discharge of sewage from the houses: the finrt Indicator concerns the 
discharge of human excreta. The indicator chosen focuses priority on houses -without septic tank -, 
which discharge to an open sewer, directly Into the street or Into a leach pit. 

Two indicators could be used to measure the present conditions: 1) the length of the sewer In km per 
square kUometer (km2) and 2) length of the sewer In kilometers (km) per 1.000 inhabits. 

The first Indicator measures the sewer Infrastructure per unit of area in disregard of the habitation 
and other infrastructure. The second indicator however, relates the length of the sewer llne to the 
number of people living Ill the quarter. This Is highly relevant, as It does at the same, time implicitly 
points at the population density and the effects (peak run-off) on discharge and, drainage of larger 
areas covered with roads and houses. 

Population figures, populatlon migration and population growth or decline is key Information in the 
process of prioritization of water and sanitation interventions. In addition to population density the 
town populations at anyone time is also regarded as an indicator as the overaft population size does 
have strong influence on the need for human waste discharge and storm water removal from the 
inhabited areas. 

Special attention should be given to the number Of IDPs In the quarters, as percentage of the total 
quarter population, as it is them who are first and foremost a priority. For that reason, indicators have 
been used, which address population density, IDP- population (as •k of whole population), and total 
town population. 
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Priority 
setting 
criteria 

Weight 
factor 
(perce 
ntaae\ 

The following table shows the weighing factors for each of the priority setting criteria. 

Table: Weicht of Indicator In priority setting 
IDP Population Total Uncontrolled Uncontrolled Length Length 
population as density population discharge of discharge of sewer per sewerage 
percentage in town human household square infrastructure 
of total excreta wastewater kilometer per 
population 1,000quarter 

Inhabitants 
0.10 0.25 0.15 0.20 0.20 0.5 0.5 
(10%) (25%) (15%) (20%) (20%) (5%) (5%) 

4.2.3 Solld Waste Management 

The cril&ria for Improvements In solid waste management arise from the hazards to public health 
from the wastes ~ft unoollected or kept in open while waiting for collection, and the subsequent 
effects of wastes lying around. 

The possibilitles for Interventions which should be kept in mind when assessing the needs for, or 
improvements In, solid waste management vary according to the size, location and functional nature 
of the settlements. 

The felt need of th.e Inhabitants Is often high in a small rural settlement, which may be categorized as 
a municipality, bu\ that Is best desaibed as a rural viMage. In this kind of a settlement the fellt need of 
an individual family Is high, but the number of families Is low. Resulting that the hazard to public 
health Is mostly towards the other members in the settlement only and does not typically extend to 
other settlements. The Intervention possible and needed will hence Include only a small investment, 
If any. 

When the settlement grows the potential danger that solid waste creates grows too. The biggest 
public health hazards oocur in settlements, which have large population and commercial and 
industrial activities. A high population density will further intensify the need for proper solid waste 
management. This kind of setuement form a potential threat for public health also in other 
settlements, as the wastes, or harmful substances from them, are transported by flOOd waters or 
blowing wind from open spaces where solid waste has been dumped. The required investment to 
Improve the situation is typically high. However, there also I• a posslblllty for Mcondary benefits 
such as development of private sector and employment opportunities In material recovery or 
recycling actlvltJes, which will make the Investment more justified. 

In the biggest settlements of IK efforts have been made to solve the problems of neighborhood 
soning by collecting the wastes and transporting them oUtside the city, but there has not been much 
of effort to stop the adverse effects towards the setuements downstream, or downwind. The result of 
the above Is that the problem has Just been transferr&d to another place, not ellmlnated. 

The above-described categorizaUon of settlements had a dir8'CI Impact on the needs assessment. It 
had to address the real need instead of the felt one. However, it is necessary to take Into 
consideration and respond to the felt need too in order to create demand and acceptance for the 
Interventions. 
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The majority of the munk:ipalitJes of IK are smaU, 64% of them have a population of less than 10,000. 
However, only 9% of the populations live in municipalities of that size. 38% of the populations live in 
mlKllcipalilies of the size between 10,000 and 100,000 and 52% in the three cities a town of over 
100,000 pop. In total the municipalities are sorted In four categories with corresponding score 
values. 

The population density Is an important factor when lhe public health Impacts of solid wastes are 
concerned. According to N'Veys, the population density varies from 31,900 to 13 persons per km2. 
The results are slil considered indicative and population density is induded In the tools, though 
reducing the effects of the extreme values and with less weight 

The present situation In the sOlid waste management In the target area varies. In some of the 
settlements, especially in the cities, wastes are collected and transported out of the settlement The 
situation is not, however, satisfactory in any of the settlements and thus the quantity and quality of 
the facilities currenUy In use would not be fully justified to be included In the tool for the needs' 
assessment. However, to desai>e' the service level of solid waste management from the point of 
view of the Inhabitants (their nearest neighborhood) an Indicator, deaning frequency, was included In 
the analysis. 

The followlng table shows the weighing factors for each at the priority setting criteria. The water 
supply service level criteria SCOt9 highest because they are most critical for the priority setting In 
water supply. 

Table: Wei hi factors for solid waste mana nL 
Priority setting aiterla Total municipal Density 

alion 

4.2.4 Institutions and Operational Training (Capacity Building) 

The Sanction regime, Iraq has been e>eperienclng, have Isolated the sector professionals, and 
decision makers, from the ongoing development of the sector outside Iraq. Globaffy there Is a 
profound change in thinking, how the s8fVices should be provided and managed. The very latest way 
of thinking Is expressed in a statement called VISION 21, A SHARED VISION FOR HYGIENE, 
SANITATION AND WATER SUPPLY and A FRAMEWORK FOR MOBILISATION OF ACTION. This 
document was produced by the Water Supply and Sanitation Collaborative Council for the World 
Water Vision In 1999 using global participation of au stakeholders through selected representatives 
In the South and the North, In develOplng countries, In countries In transition and in the lndustrlallzed 
countries of market economy. 

The basic core principles of the Statement can be surnrnar!zed as follows: 

• Bulldlng on people'• •n!!Ay •nd C!!atlvttv at all ltV!I! requiring empowerment and 
building the capacity of people In households and communities to take action, and applytng 
tectmOlogles that respond to actual needs. 

• Hof !!tic •ppro!Ch acknow!edalna hygiene, water and sanitation as a human right, and 
relating it 1o himan development, the elimination of poverty, environmental sustainablNty and 
the integrated management of water resources. 

• Committed and compna!onat• ltadt!Jhlp and good governance chanalnq long. 
accustomed roles, leading to new responsibilities of authorities and Institutions to support 
households and communities in the management of their hygiene, water and sanitation and 
being accountable to users as dlents. 

• Svnerqy among all QlflntrJ tncouraatna shared commitment among users, politicians 
and professionals; requiring professionals within the water and sanitation sector to combine 
technical expertise with an ability to work with users and politicians and with the health, 
education, environment, and community development and food sectors. 
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The core points based on the above are: 

a People ex>me first 
a A human right to basic services 
a Entry-point to human development and poverty eMmtnation 
a Committed and compassionate leadership 
a Synergy of action 
a Hygiene and sanitation as a revolutionary priority 
a Gender equity fer lasting change 
a The challenge of the urban poor 
a Institutions as change agents 
a Mobilization for affordable services 
a Shared water resources management 

The above explains the Importance of the criteria developed In this report and also justifies the 
condusion that the1 present technical personnel holding various positions in the service provision 
chain, starting from the top to the most junior technician, are in need of awareness raising and brush 
up training to bring up-to-date their professional skills. There is also a need to ex>nduct a skills 
assessment study to form a base for a systematic awareness raising and tralnlng programme. 

The administrative tra<fltloo in the region has not encouraged citizen Initiatives. This tradition does 
not comply with the modem thinking of sustainable service provision for water supply, 
sewerage/drainage and solid waste management. The fact may also cause resistance of the 
decision-makers to allOW a change in the approach of servioe provision management. Because of 
this it is Important to convince them about the need for a change and the benefits of the bottom- up 
management style. 

4.2.5 Awareness rising 

Awareness raising of the users of the services Is one of the key factors for sustainability of the 
services. At present, the level of understanding (and feeling) the importance of a wateir supply 
seNiCe Is not questioned. There Is a large-scale waste of potable water at the cost of the ffmlted 
resources. Especially worrying Is the situation where groundwater is used as the source. This has 
led to over-pumping, mining of the groundwater body. To avoid this, and naturally the unnecessary 
<Xl6ts of pumping and purifying the water. an awarenes.s campaign Is needed. The action has to be 
repeated regularly as the memory of the public Is limited .. 

Another point of conoem Is the wear and tear of the facillties caused by misuse, and sometimes also 
vandalism. The only known effective way to eradicate, or at least strongly reduce, this phenomenon 
is awareness raising and creation of feeling of ownership. This work must be continuous and, 
regrettably, ex>mblned with pollclng. 

The users seem not to have any understanding on the cost of water supply service. Their thinking is 
tied to the traditional •tree water as gift from Goer pattern. To change this to faciHtate cost reex>very 
Is a major task, as there Is also reluctance to adopt something that creates costs to the users. 
Understandable, but not a reason to avoid introdudlon of this new idea. Social marketing Is needed. 

No real feH need for improvements in sewerage or solid waste management was observed. Drainage 
Is a felt need. There Is a need to create awareness on tlile health Impact of lack of proper, fundloning 
systems for the two, wastewater and solid waste management, which applies h)'Qienic acoeptable 
methods and facilities. WithOut strong inputs for this purpose, it is unrealistic to expect effective 
demand. 
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5. INVESTMENT STARTAGEY 

5.1 Objective 

The objective of the investment plan Is to improve the service level of water supply, sewerage I drainage and 
solid waste services in Iraq 10 the National target level as Indicated In the national WSS policy. 

5.2 Proposed Investment Strategy 

The plan is based on needs assessment (ITlOl'e acaJrately for IK). The needs assessmeot led to three priority 
order tables, one for each of the sub-sectors. Water supply, sewerage/drainage and solid waste 
management. This report, the investment strategy, transforms the above into an actlon plan. 

The overall principle in this strategy Is five-fold: 
• Address all the three sub-sectors simultaneously In the ChOSen target m~allties. 
• Improve the service level of the whole municipality in Of'der to serve all population groups to avoid 

confrontation between them. 
• Progress step by step towards the National standards through intermediate targets of service level 
• Separate wastewater (sewerage) from storm-water and leave stOITTl-water (drainage) Improvements 
to be dealt with road/street improvement 

• Examine the current institutional set-up and Its capability to manage and operate the services In a 
sustainable way. 

The action order to improve the WatSan services of the seWementa/municlpalltles should follow the priority 
order based on summing up the three sub-sectoral priority orders The reasoning behind this proposed 
priority order Is that those municipalities, which suffer from a service level furthest down from the national 
standards, indicated through .the criteria developed during this assignment, should be served first. 

To make the physical improvements sustaklable, an operational training program is needed. The term 
operational training includes in this context both Institution building and operational training of the personnel 
responsible for service provision. This program must be based on thorough discussions at decision making 
level of the wanted and accepted organizational model, its structure and degree of autonomy as well as 
studies, which reveal the present's skNls, the needed ones and the gap between them. The Umited scope of 
the operational training -and also awareness raising -is reflected in the proposed allocation of additional 10 
% to the estimated investment. A full-fledged capacity building and awareness-raising programme could 
require as much as 15 to 20 % on top of the Investment. 

An other prerequisite for sustainability of the services Is an agnHtment on cost racovery. Either consumer 
charges or budgetary funding, or a combination of these two to cover O&M oosts and replacement 
Investments must be In place. 

The foreseen large-scale Investment programme will be an extra load on the Institutions In charge of service 
provision. To bui!G-up the public sector organizations (LA and municipalities) for managing and implementing 
the investment programme Is not advisable, as the large Investment programme is going to be an •one-off' 
exercise for all the municipalities (next time augmentation or rehabilitation is needed in 15 to 20 years). and 
to a certain extent also to the LA. A special implementation structure is proposed. It should consist of a 
planning and design consultant, who is capable also for the operational training and awareness-raising 
component, and that, can also ac1 u the engineer of the construction project on behalf of the owner and a 
contrac1or. II is Important to break the construction contracts i'nto manageable lots to facilitate also use of 
local and national contractors and consultants. FIDIC contracting models are advised to guarantee 
transparency. 

The prevailing mandate structure and time points to the need for a revolving planning system: 

• Lot I; planning and design-
.• Lot 2: a construction task manageable In one year with clear further steps acc:ordlng to technical 

requirements; 

• Lot 3 and onwards; continuation the same way until the whole municipality Is served. 

The limiting factor for the Improvement vOlume Is the availability of skNled Implementers; it is planners, 
designers and contractors. 
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5.3 Rehabllltatlon Stage for Center and South 

A) Water Treatment Plants Rehabilitation Sta ges 

**Percentage 
*Supplies provided Rehabilitation per stage Locally purchased of Total 

underOFFP supplies Relilabllltatlon 
cost 

(1) Water Intake Assembly 
a. Installation of pumps with pipes ~-Pumps a. Pipes & fittings 

modifications. b. Control panels, b. Wires 
b. Overhaul existing pumps. lcircuit breakers. • Strainers . 

25% 

c. Wiring and control panels le. Pipes and fittings • Spares 
d. Repair strainers and Intake pipes 

(2) Sedimentation Tanks a. brushes, bushes, etc. 

a. Repair of sludge scrapers including geared a. Motors and 
b. Cement & additives 

motors, scraper wheels, skeleton, etc. starters 
sand. 

b. Repair of leaks from the tank. b. Control panel, • Different types of 15% 

c. Maintenance of de-sludging assembly. circuit breakers lubrlcatants. 

d. Wiring and control panel 
• Steel pieces 
• Rubber strlos 

(3) FUtration 
a. Replacement of sand. broken pipes, a. Filler media (sand & 

nozzles, etc. a. Control panel and 
gravel), 

b. Overhauling the Inlet/outlet control valves. lcircult breakers Nozzles. 15% 

c. Overhauling the backwash assembly Spares 

d. Wiring and control panel 

(4) Chemicals Dosing 
la. a. RepairlinstaUation of chemicals dosers with . Alum dosing 

fittings and accessories pump(s), a. Fittings & accessories 
1. Repair of Alum mixing tanks, Alum mixers lb. Chlorinator(s) 24% 

flash mixers and chlorinators. ' c. Control panel 
b. Wires 

2. Wiring and control panel lelectrical accessories 

(5) Water Storage & Highlight Assembly 
High lift 

a. Brushes 
a. Repair/installation of highlift pumps with a. b. 

required modifications and fittings pumps Ball bearings 

b. b. Control c. Cables & fittings 
Repair and deaning of storage tanks; ki. 

12% 

leaks, inlet/outlet valves, etc. panel Cement, 

c. Wiring and control panel c. Electrical adhesives, 

Accessories Sand, additives .. etc. 
c. Wires 

(6) Repair of WTP Building a. Cement, sand, 

a. Repair of leaks, roofing, plastering of 
and gravel, brick gypsum, 

damaged walls and ceUlngs, etc. paint. 

b. Fixing of ventilation and cooling .. systems. 
b. Glass and putty 9% 

c. Fixing of broken windows, fenees, 
c. Wooden panels 

handrails, tiles, doors, etc. d. handrails, Illes, 
doors, hinges, etc .. 

(7) Repair of the Network 
This involves partial replacement of pipes a. Pipes a. Pipes segments that are defective and leading to waste of NA••• 
water. 
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B) Sewage Treatment Planq and Pump Stations Rellab!lltatlon Stag!!: 

Locally **Percentage 

Rehabilitation Per Stage *Supplies provided purchased of Total 
underOFFP Reh•lMlltatlon supplies Cost 

1) Inlet Works 
a. Penstocks overt\aul I repair a) Pumps 18) Pipes & fittings b. Screens overhaul I repair b) Motors. & starters lb) Wires c. Main Lift pump sets overhaul c) Contr. Panel circuit c) Spares 
d. Overhauling suction & delivery valves breaker elect. Access. 25% 

e. WlrlnQ & control oanels overhaul 
2) Grit Removal System ia) Brushes. 

a. Delritor motor & gearbox overhauVrepalr a) Motors. & starters !bushes etc. 
b. Oetritor scrapers repair/maintain b) Contr. IPanel circuit lb) Steel pieces 
c. Wiring & control panels overhaul breaker elect. Access. IC) Wires 10% 

d. Penstocks and valves overhauVrepair d) Spares 

3) Pre - Aeration & Grease Removal System 
la) Brushes, a. Aeration unit motor & gearbox overhauVrepair a) Motors. & starters bushes. etc. b. Grease removal assembly overhauVrepair b) Contr. Panel circuit b) Steel pieces 

c. Penstocks & valves overhaul/repair breaker. elect. Access. IC) Wires 10% 
d. Wlrina & control panel overhaul 

4) Primary & Final Sedimentation 
a. Repair of sludge scrapers & revolving bridge 

wheels 18) Motors. & starters a) Brushes, 
b. Scraper driving motor & gearbox overhaul lb) Contr. IPanel circuit bushes. etc. 
c. Repair of peripheral concrete weirs, scum plates & break b) Steel pieces 

scum collecting assembly Electric acce IC) Rubber strips 
d. Tank cleaning from accum. sludge & debris ssorles jd) Wires 18% 
e. Wiring & control panel overhaul 
f. Penstocks & valves overhaul /repair 

5) Aeration System (for the Activated Sludge process) 
Including Return Sludge Pump Sta. 

la) Screw Pump a) Brushes, 
a. Aeration unit motor & gearbox overhaul b) Motors. & starters bushes. etc. 
b. Inlet & outlet control penstocks overhaul IC) Contr. Panel b) Steel pieces 
c. Screw pumps motor & gearbox overhaul Circuit breaker IC) Different types 
d. Replace/repair screw pumps vanes Electrical of lubricants 

IAccesaories d) Wires e) Spares 25% e. Screw pumps greasing system overhaul 
f. Wiring & control panel overhaul 

6) Raw & Consolidated Sludge Pumping a) Pumps & motors a) Brushes' 
a. Pumping Sets (pump & motor) overhaul b) Pipes, rrttlngs bushes, etc. 
b. Overhauling suction & delivery valves c) Contr. Panel b) Pipes & fittings 

7% 
c. Wiring & control oanel overhaul Elect. Access. ~) Spares 

7) Electric Generation 
a) Diesel Engine Miscellaneous a. Overhauling the generator diesel engine 

b. Replacing the existing compressor and also other b) Compressor min(lf electrical & 
c) E lectr1cal controls mechanical defective parts by new ones 
~SS. accessories 5% 

c. Overhaulina the control oanel 

a} PVC pipes 
8) Main & Subsidiary Sewers Network b) PVC Tee 
!This work involves replacement of settled and damaged IC)Manh. Cover la) Cone. Pipes 
sewer pipes, manholes & .appurtenant structures to prevent Id) Step Irons D) Cement, sand, 
forming pools of stagnant sewage, creating a source of 18) GuNy grating gravel & bricks ... 
health hazard in addition to the aesthetic view f) PVC lining for 

concrete pipes 
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• Availability of OH for Food Programme supplies depends on allocation as per "distribution plans· 
Of the programme. If the program got suspended. those supplies have to be imported. 
**The estimated percentag,e for the cost of each stage of rehabilitation covers the cost of modifications 
(if Item is provided under the Oil for Food Programme), installations or ovemauVrepalrs and labor work. 
These estimates could drastically vary from one project to another depending on the speciftc situation of 
each location and the size of works required at each stage. 
- This depends on the condition of the specific network. 

C) Compact Water or Stwaae Treatment Plant Installation Staaes: 

"P•rcentag• 
lnstal!atlon Per Stage -SUpplles provided Locally purchased of Total 

undwOFFP supplies Rehabllltatlon 
Cost 

1) Civil Works 
a. Cleaning of site from debris. 
b. Bad( filling, compaction and leveling. a) Pipes & fittings 
c. Construction of cooc:rete foundation and a) Pipes & fittings. b) Cement. gravel. sand 60% 

platform. and sub-base. 
d. Laying suction & delivery pipes & 

accessories. 
2) Electro-Mechanical works. 

Compact a. Assembly & Installation of compact unit. a. 
WTP. a) Cables and wires. 

b. Cabling. 
~. Cables. 

40% 
c . Commissioning and fine-tuning. 

. · 
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D) Locating sites; 

The following is a list that shows the Water and Sewage Treatment Plants In Center/South Iraq, which require 
urgent intervention. 

Govemorate W• ter Trelltment Plant Capacity Est. Rehab. Beneficiaries 
(ml/day) Cost US$ 

Anbar 1. Old FalkJja 10,000 20,000 50,000 

2. New Ramadl (Albu Faraj) 12,000 20,000 60,000 

Bab II I. Hashlmlyat Al-Qaslm 7,200 12,000 40,000 
2. Nahyat Saddam 4,880 8,000 20,000 
3. New Mahawil 6,000 10,000 15,000 

Baghdad I. Al-Latiffya 2,800 4,000 15,000 
2. Old Al-Mada'ln 20,000 25,000 100,000 
3. Al-Tarmlyah 1,690 5,000 10,000 
4. Al-YOU$ifiyah Villages 7,200 15,000 50,000 

Basra I. Al-Dair 4,000 8,000 12,000 
2. Old Al-Shualba WTP & Cus 36,000 31 ,000 160,000 
3. Old Al-Suwalp 3,600 8,000 10,000 
4. Old Al-Mldalna 3,600 10,000 12,000 
5. Al-Nashwa Unified 10,000 20,000 30,000 

Olala I. Kan'an 8,500 15,000 25,000 

Karbala I. Hai Al-Hussain 50,000 55,000 90,000 
2. 7 Nissan project 100,900 50,000 250,000 
3. Old Al-Hlndyah 5,000 10,000 30,000 
4. Alm Al-Tamlr (WTP & BSs) 11,200 20,000 60,000 

Missan I. Ali Al·Gharbl 8,000 14,000 10,000 
2. Al-Salam 2,000 4,000 20,000 
3. Qal'at Saleh 3,200 6,000 15,000 

Muthana I. Al-Warka' 11,920 20,000 50,000 
2. Salman 400 2,000 3,000 
3. Samawa Ground WS tank 72,000 40,000 150,000 
4. Al-Khldhlr 4,320 9,000 10,000 

Najaf I. New NaJaf-Kufa 180,000 50,000 500,000 
2. C.U complex (6 In Al-Abaciyah) 7,200 13,000 30,000 
3. Al-Mishkhab 11,800 12,000 50,000 
4. Al-Manadhira 10,000 18,000 40,000 

Ninewah J. Al Mosul Old left Bank and Extension 83,360 40,000 370,000 
2. Al-Kuwalr 7,698 5,000 10,000 
J. Alqoush 17,600 7,000 30,000 
4. Hammam Al-Aleel 4,800 5,000 20,000 
5. Al-Rasheedlyah Old and Extension 10,500 12.000 25,000 

Qadissla J. Old Olwanlyah 12,000 13,000 50,000 
2. Olwanlyah Unified (Project No.6) 91,000 50,000 240,000 
J. Shafiayah & Al-Malaab BS 94,00 45,000 250,000 
4. Sader Al-Oaghara 4,600 10,000 15,000 

Salaheldln I. Old Tikrit 14,000 25,000 60,000 
2. Balad (Old & New) 17,600 20,000 50,000 

Tamlm I. Oebis 70,400 40,000 250,000 
2. Al-Hawila 9,600 20,000 14,000 

IThiqar J. Al-Bat-ha' 3,000 8,000 15,000 
2. Al-Fuhoud 8,000 13,000 30,ClOO 
3. Al-Fair 1,000 3,000 5,000 
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Wasit I. New' Suwatra 25,000 18,000 80,000 
2. Shaikh Sa'ad 7,200 12,000 30,000 

!All Installation of 5 compact water treatment plant @ 23,000 75,000 60,000 
govemorates US$15,000 each. 

Total Cost for the RehabllitaUon of (48) Water Treatment Plants+ Installation 880,000 3,171,000 
of 5 Compact units 

Govemoratt Stw,age Treatment Plant Capacity Est. Rehab. Coat Beneficiaries 
(IW/day) US$ 

Basrah Basrah STP 74,000 55,000 250,000 

Karbala Kerbala STP 116,000 50,000 150,000 

Baghdad Installation of two sewage compact units 28,800 70,000 90,000 

Thiqar Nasseriah STP 48,000 40,000 110,000 
Total Cost for the Rehabilitation of (3) Sewage Treatment Plants and 215,000 600,000 
instahation of (2) sewaoe compact units. 

Total estimated cost wlll be US$ 1,450,000. 

Othercoata 
- -

Al location Pen:entage of Amount In US$ 
total coat 

1. Physical rehabUltatlon costs of water treatment plants. ' 
58% 880,000 

·-· ' ·-· . , ... ' ..... _ .. ,_._., .. , ___ .. . .. --~- . ... -· - ···-- ·-' " , - • • " ' o " •H n · " ' ' ' . - .~- . - " " ' ., ,, ...... ,, . . _,. .. , .......... 

• Physical rehabilitation costs of sewage treatment t 15% 215,000 
plants and installation of sewage compact units. ! 

i 

- ; 

• Installation of compact water treatment plants . ' 7% 105,000 
! 

Operational costs, covering hiring site engineers @ ' 15% 225,000 • 
750US$/englneer/month, transportation to and from ; 

project sites and pal'tial coverage of project staff I 
salaries. 

• Emergency 5% 75,000 

Grand Total ~ 100% 1,500,000 
- - - .. 

TOTAL BUDGET REQUIRED FOR THE MOST IMMIDATE NEEDS IS US$ 6,121,000 
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4.5 Investment Plan for the Northern Gowmorates 

A) Plan volume 

The planned investment volume is governed by the difterenc:e of prevalllng service situation and the 
National normative level of service provision. The other factor is the number of population In the 
settlements. The factor goveming annual investment rate Is the capacity of available contractors to 
implement the prrogramme. It is assumed that the. absorption capacity of the LA and the 
municipalities will not limlt the Investment programme as it ls foreseen that a strong operational 
training component for operating and managing will be running parallel with the conslruetloo period 
and the extra skMls base for managing the Investment programme will be reO'\Jited (consultancy 
option of construction management). -

The total cost, estimated at present day value sums up to USO 264 million. Dividing the total amount 
needed for the three components ~ the following Investments: 
• For water supply Improvements USO 110 millon 
• For sewerage ilmprovements USO 81 mllon 

• For soRd waste management improvements USO 73 million. (Ind. also Ouhok, Erbll and 

Suliemaniyah cities) 

The cost of drainage improvements are exduded, as they are proposed to be dealt separately In 
connection of road/street Improvements, as the removal or waste water from the storm-water will 
bring In the majof part of the health benefits. 

The estimated tolal Investment In US dollars per Govemorate and su~sector is presented in the 
table belOw: 

Governonit• Waterauootv S.W.raae Solld waste management Total Investment 
Ouhok 33.258.000 21.955.000 14.832.000 70.045.000 
Erbll 33.155.000 23.257.000 27.612.000 84.024.000 
SuUemanivah 43.513.000 36.234.000 30.351.000 110.091.000 
TOTAL 109 921000 81441000 72.7'5000 284117,000 

Duholt 
Erbil 

Taking the population figure (urban and semt-urban) obtained in this study, In the Needs 
Assessment phase, the total Investment per capita will be USO 158 and a sector-wile per capita 
Investment USO 66 for water supply, USO 49 for sewerage and drainage, and USO 23 for solld 
waste management. 

All Investment strategy, which addresses the high priority municipalities during ·the first ten years 
(years 1-10), the medium priortty munldpalltles during lhe next five years (years 11-15) and the IOw 
priority municipailies during fiwl next years (years 16-20) leads to the following calculation on the 
total Investment (in USO) need per Governorate: 

Govemorate High priority Medium priority Low priority 
(Y.1-10) (Y.11-15) (Y.11·201 
48.894 22.800 0.351 
34.106 47.828 2.096 

Suliemanlvah ... n.456 31.230 1.411 
Total Investment 158.456 79.058 3.858 
Annual Investment I 15.9 minion 15.8 mlllion 0.8mKlion 

On top of the above a sum of 10% should be added to cover the oosts of the operational training needed to 
safeguard sustainability of the improvements. The limited sa:>pe of the capacity building- and also awareness 
raising ·is reflected In the proposed alocation of additional 10 % to the estimated Investment A full.fledged 
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capacity building and awareness-raising program could require as much as 15 to 20 °k on top of the 
Investment. 
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GOALS INBUILDING A NEW DEMOCRATIC IRAQ 

Iraq is a country rich in both natural and human resources with substantial income from 
oil revenue. ID order to make the best use of these resources and bring Iraq ildo the world 
family IDCl build a market economy, reform must take pl.ce along the following areas. At 
lhe heart of these reforms, however, is the cwlution ofa broad-base Economic 
Empowerment System. 

Our group ia not seeking or competing for political power or control in governing new 
Iraq. We are a poup ofbusincss profcuionaJs whose interest is in rebuilding the 
in&aAn.ichlre and economy of new Iraq, who am enable the cowttry to function and/or 
usast lhe new government to function well. We have access to profcuioaaJ raources at 
both national IDd intematiooal level. Ow team's role is to filcilitate a strategic planning 
and implementation and assist the new lcadmbip in this process. 

The strategy for new lnq will fall into the following three segments: 

I. FIRST ONE HUNDRED DAYS 

IMPORTANT ISSUES TO BE DEALT WITH JN lllE FIRST ONE HUNDRED 
DA VS OF NEW IRAQ: 

I. lmmediaic control of the weapons and Weapon's Mass Destruction 

2. Control of Critical Institutions: Army, Security, Bro.dc:asting 

3. Controlling the af\cnnath of a violent cod of current regime (by war, coup or street 
battles.) 

4. Controlling Security: borders. n::venge &c. mafia, ethno-lribal and politica.I quest for 
power, ex-n::1ime 

S. Control of Critical Aaets: Banb, Documents, and National Trasure 

6. Communications with Iraq's nei1bbors. the US and the UN 

7. Manqemeot of Human Needs: Health &c. Food, .ecurity, law and order 

8. Mamacmeot of key m.fruuuc1ure: ~i~, commwUc:ations and water 

9. Provision of Political Framework for the main political, ethnic, armed or tribal 
aqRICQtatha 
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ll. FIRST YEAR 

IMPORTANT ISSUES TO BE DEALT WITII IN TIIE FIRST YEAR OF NEW 
IRAQ: 

J. Birds view of the economy 

2. Medical care in general. Hospitals in specific 

3. Education and Schools in specific 

4. Security 

S. Judiciary 

6. Representation, accountability and transparency 

7. Strengthening local administtation 

8. Functioning frameworks: 

• Constitutional issues 
• Media access 
• Public Gatherings 
• Local Elections 

Ill. PIVE TO SEVEN YEARS PLAN 

This plan will work in depth in reforming the foll~wing u-cas: 

I. Reforming social f)'stem 

2. Refonning government and political system 

3. Reforming economical system 

Specific items to be addressed wi1bin each uea of the five to 1CVcn year plan: 

1. Sodal S)'ltCm I ' 

• F~~reform 
• Tolennce:· Ctbnic, religion and aociaJ class 
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• Educate and make the people aware of what bu been happening to them 
psychologically and socially 18 well 18 economically and politically in 
creating a new popular mmtality as a precoodition to ftmdamenta1 reforms 
of its imtitudona. 

• Create a public relations orpnimtion to preacnt Iraq to the world in a new 
light At the aame time, assist in the rebuilding and restructuring of Iraqi 
society to its remotest comers. 

• Encourage intellectuals to form societies that give them special 
recognition· and status. 

• Cultivate the arts and pride in the rich historical heritage of the Iraqi 
people 

• Provide adequate public and social services to all Iraqi citiuns 
• Create educational programs for Iraqi youth to build trust and confidence 

in the DCW lnq 
• Create special progrmm for senior citiz.cns so that they can have a smooth 

transition to integrate into the new Iraq 
• Create programs to educate people on equality for all citizens especially in 

regards to &ender, religion and ethnicity 
• Close the gap between the Iraqi expat and the local Iraqi people 

2. Government and Political 

• Military 

i. Refonn the mentality of the Iraqi military to give them greater 
independence from abusive government and sufficient 
professionalism to insulate them from divisive Iraqi politics. 

ii. Give amnesty to the lower ranking military officers in order for the 
military organization to continue functioning throughout the 
transition period and make use of their expertise to serve and open 
and democratic society that values transparency and ethic 

iii. Rebuild the Iraqi military image and reeducate the military to serve 
and protect the new democratic Iraq 

iv. Reform the military service requirements determine the time 
period for serving and discharging from the military 

v. The function of the military should focus on the defense of the 
people oflraq as opposed to the ruling aovemment 

vi. Reduce siz.e of the military to an adequate level 

• Judiciary System 

i. Reform t1'e legal system that will comist of the following 
1. :· 1wmiii"rigbts : · 
2. !-:CiViiimi crimina:l··1aws :. ·:\ : -.. · .;.. 

· 3:~~&.1miifiaws' .. , · = .... : 

4. foreign and domestic invesbnent laws 
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S. buainess laWI 
· 6. real Cl1ate Jaws 

• Legislative and Political 
I 

i . Build a democratic lnq hued on a multi party l)'ltem inclusive of 
all Iraqi people. 

ii. Mab use of expcnise acquired in the service of the current 
fuoetioo.ing aovema.oent after retraining and re-channeling into 
new avenues more cooducive 10 aerviDg ID open and dcmoc:ratic 
IOCicty that values tnnaparency and the work ethic. 

ill. :Reform comtitutioo of lnq to provide equality and respect for all 
ethnic and relisioua groups 

• &viroamcnt and Public Safety 

i. Remove land mi.Dea 
ii. F.nvironmentaJ clean up 
iii. Clean up of the Iraqi rivers, ponds, lakes, and streams 

3. Economic Empowerment System 

AJtbough economic refonns cannot be separated from the needed political and 
IOCial transformations, the economic goals featured in a master social 
cnginccrina blueprint drawn lo serve all segments of the population of Iraq 
will be listed first. 

• Atttact the Iraqi expattiates to return back from the Diaspora to their 
IDCCSll'aJ homeland so they may transfer, in pan or in whole, knowledge and 
resources acquired abroad to the home base. Creat.e ID qency to .serve the 
expatriate community consisting of both local Iraqi nationals and returning 
expatriates. 
• Show no partjality in reforming or rcstruchlring every sector of Iraq's 

' economy. 
• Involve u many nationals of lnq - both men and women - in the COWilU)'' a 
sustaimble economic development effort&, through reeducation campaigns lo 
mike aware of their opportunities to build better lives for themselves and! their 
&milies by pal1icipating in the oew prosperity of the land. 
• Remove all legal, bureaucratic, and other obstlcles that stand in the way of 
creating wave after wave of amall busincases so potential pools of 
CDlrepreDeUrial 1alent and material ambition ~ activate previously 
cconomi~ inaciive populations. , . ' ... , ... ":.. .. . .. . 
• .. ~Jl!~~ ... ~ .~i middle class as an inc'ispensable force in sustaining 

· economiC growth ·with. low · tu.es, simplified regulations, business and 
vocational education, dissemination of information on new business 
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opportunities, new technologies, optimal production and marketing systems 
through TV, Intemct, satellite llJd other communication l)'lteml. 
• F.ltablilh indisputable rights to own private property, freely to enter into 
coatrac1S, and pin acceSI to the legal system to seUle commacial disputes. 
• Cl'eate free trade (and businea) zones, tempowy exemption from 
busineu taxes and other mild forms of infant industry protection. 
• Reform and modernize the Iraqi banking and fiDIDCi1l system. 
• Crcalc a credit guarantee fund or qency to gmramee about 1s•A. of new 
loms banb make to expend their IDl1kets dnmaticllly by financing new 
vcnturea of previously diacouraged amepreneun and talented minorities 
excluded ttom the economic mainstream under the pidance of mentor­
teclmicilm with financial iDccntives to motivate and guide them in prcpming 
workable business plans and adopting optimal tec:bnologies and busiDea 
pnetices. 
• Legislate business fiimdly tax and regulatory laws for respomt'ble ·not 
exploitative - domestic and foreign corpontions. 
• Proccct the rights of women, children, labor, cooperatives, md the 
environment 
• Protect intellectual property - copyrights and patents - and facilitate 
development of cadres of managm, CPAs, engineers, lawyers, and 
information technologists. 
• Sponsor new foreign investment laws to attract foreign capital. 
• Revisit and reform oil industry policies and raise the industry to current 
standards. 
• Develop a system of national accounts to monitor economic developments. 
• Prohil>it vertical integration of business operations and provide incentives 
to open distribution centers and end-users' outlets to prevent abuse of market 
power. 
• Build registers of professionals and other human resources to have on 
band lists of individuals who may be called upon to assist various ,projects of 
national importance. 
• Participate in productivity enhancement programs of advanced countries 
to give Iraqi business and professional leaders access to stale of the mu 
practices in their respective fields through intemship or abort-term training 
pro puns. 
• 0pco the health service and pharmaceutical industries of Iraq to 
competition &om alternative health systems and nutritional programs. 
• Encourage the development of family farming IDd a diversified 
agricultural sector. 
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The path for an economically stable New Iraq that ·contributes to the world economy 
consist of the following steps: 

1. Build a democratic Iraq based on multi party and inclusive of aJl lraqi people 

I 

2. Reform and restructure the economy of Iraq in all sectors. (Iraq is a resourceful 
country both on· human and natural resoun:es with a good income from its oil 

3. Reform and reeducate the Iraqi people•s mind aod thinking. Make the people aware 
of what bas happened. what are the plans for now and future 

• Create a PR organization to reintroduce lnq to the world. At the same time 
rebuild and restructure the Iraqi society from every comer of Iraq 

4. Involve the people of Iraq men and women in the new economic development of Iraq 
which will be reeducating the people about the possibilities for prosperity and better 
life 

S. Rebuild the Iraqi middle class to sustain the economy 

6. Rcfonn and rebuild the Iraqi banking system and all financial institutions 

7. Reform the Iraqi militBJy by separating the military from government and not to get 
involved in the politic of Iraq 

8. Create new foreign investment laws to attract foreign investors 

9. Create free zones (trade and business) 

I 0. The right oflraqi individual to own property 

11. Encourage and develop the farming family and agriculture sector 

12. Develop the agriculture sector 

13. Encourage the intellectual people give them special status 

14. Clean up Iraqi rivers. ponds. lakes. sttcams 
IS. Anract the Iraqi expat both small and big 

16. Encourage the people to depend on the Iraqi resources iD the industry and other 
sectors 

17. Revisit and reform the oil industry policies and bring the indUstry to today's standard 
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18. Reduce the spending of military to a minimum and essential for defending the 
country 

19. Create a wave of small businesses by encouraging the potential entrepreneurial 
people 

20. Provide public and aocial services to all Iraq 

21. Create a budget for each province and have the province to manage its affairs 

22. Encourage and create laws for small businesses and minorities and special financial 
institutions to provide funding for their projects and operation 

23. Create a transplrent tracking system to monitor the progress of economy 

24. New laws for corporation domestic and foreign 

2S. New laws for copy right (intellectual property) technology protcc:tion (patents) 

26. Incentive for businesses and all people 

27. Incentive for investors, domestic and foreign 

28. Environmental laws 

29. Land mines 

30. Heallh industry, phannaceutical 

31. Develop manuf1eturing, distribution centers, end-user's outlets. 

32. Regional cooperation to enhance the cooperation in the region. Recogni7.e the right to 
existence of all au. neighbors and other nations. 

33. Create new waves of managers, CPA, lawyers and etc. 

34. Need tcc:hnology to <lisseminate infonnation such satellite system TV etc. 

35. Create a credit guarantee fund agency that will help to guarantee a portion or whole 
loan for entrepreneurial people who will build and develop businesses. This agency 
will be able to suppon itself and make money from the fees that will be charg:ed to 
guarantee the loam 

36. Build a databank that will consist of people of whole kind of background.and <>ther 
tools to be used as resource center. 



DRAFT 

37. Create consultants/mentor/advisory agencies that will help and guide the 
emrepreneurs to develop their oew busineues and ·to be there u their adviaor for the 
cn~eur. At the same time, they can be used as a bridge between banks and 
potential entrepreoeura. 

38. Encourage potentid entrepreneurs 

J9. ll'IQ bas 1 functioning government. We must use the expertise of the existing 
government pmonnel. but at the same time train new people based on a democratic 
and opea IOCicty that believes in trlDSpU'CDCY and work ethics. 

40. Create productivity enhancemenl program. This program's function is to send people 
to outside lnq to be trained on vuioua fields such u btnlcing, law, management, 
ldminiscntion. account:ini. etc. 1bcse people will go bllck IDd train the local people 
and nnsfcr the know-how to them. 

41 . Creaae 1n 1gency that will dell with the expat community. This agency should consist 
of local l1'1Qi people 1nd expat lnqi people. One of the function of thjs agency is to 
attract the Iraqi cxpat community to retwn to lnq to tn.nsfer their resources uid 
knowledge to Iraq in whole or in part. 

4Z. SU'lcc Iraq has 1 functioning government, it will not be wise to dismantle the entire 
system despite that. the system was built and controlled by one nw1. Therefore, to 
compete and replace the current Iraqi structw'C which has been controlled by one mUJ. 
We should form the People's Association (PA). The member of this association will 
be business commWlity, chamber of commerce, tribal leaders, arts and leisure, 
recrc1tion1l clubs UJd social activity groups. The mission of the PA is to provide 
advice and services in community centers that will be set up through out the country 
to conduct literacy classes, hands on courses in automobile repair, cooking, sewing, 
radio and television repair, agriculture and etc. By competing against and out doing 
the existing structure of the current regime, we will gradually win back part by part of 
the ground that the regime has controlled so long .. The lnqi expat community wiU be 
involved in this process by contributing their skills and resources. 

43. The sanction naturally haS created a black market business, we need to deal with this 
black nwket step by step and stabilize the currency. 

44. Conduct workshops through out the country to educate religious tolerance spccificaUy 
focus on clergies. 

~ 45. Due to the ethnic cleansing and religious discrimination policies that was adopted and 
practiced by the cmrcnt Iraqi regime, many people have been displaced from dicir 
homes and natural place of birth and in some cases, they wc:te expelled from Iraq to 
countries like Iran and this is ~ficaUy true in the cue of Faili Kurdisb. ·Those 
people should have the right and should be allowed to return to their original places 
and reclaim their usets. 
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This is a gradual process and it sbou1d be done on a proper plan. In many cases, some 
people will not be able to repossess what they b1ave lost due their displacaneat. the 
govemmcnt sbould either provide them with adequate compensation or offer them with 
anolher compuable site. 

DEClASSIFIED 


