Republic of Irag
Ministry of Planning

NATIONAL DEVELOPMENT PLAN

' Years 2010-2014







Republic of Iraq
Ministry of Planning

National Development Plan 2010-2014

Baghdad
2010






Strategic long-term planning is a feature of modern nations. Short-term planning provides only topical
solutions and approaches to emergency situations. This reactionary planning does not address actual and
complex problems. We cannot use a short-term approach to build a comprehensive national economy
that includes the ambitions of the nation and society.

The loss of the strategic compass in the arena of the Iragi economy has cost us dearly and has led us to
waste time and money. The country has not prospered and has left the Iragi people to suffer despite the
affluence they could have due to Irag’s wealth and illustrious history.

Over the past few years, Iraq has demonstrated the inability to manage the annual budget, allocate
investments, and has struggled to create an economy that allows for progress and development. This
is due to budgets being approved late in the year and the release of the money thereafter. A critical
portion of the year elapses and the minister, or other government officials, is unable to make a decision
about completing projects. This ineffective cycle is repeated year after year. For this reason, the Ministry
of Planning took the initiative to propose adopting a plan that encompassed more than one year. We
proposed a five-year plan that covers the period of 2010 — 2014. The Council of Ministers adopted
the initiative and the plan became a governmental decision. The Ministry of Planning, including all of its
agencies and experts, worked diligently until this was achieved. Within this document you will find a plan
that is a comprehensive guide for the nation and society to build Irag’s economy. This is a gift from the
Ministry of Planning to the Iragi government and to the Iragi people. This plan is a major achievement of
the ministry and represents the heart of the ministry’s experience as well as the dedication and hard work
of its experts.

The new plan cannot be compared to previous development plans in Iraq because it is different from other
plans developed in the past. This is an advanced and unique plan that includes modern methods and
approaches to technical planning and related practices. Previous planning was based on listing projects
and distributing them among the various economic sectors. In contrast, this plan is based on a scientific
methodology and analysis of data.

The plan forecasts future developments during 2010 — 2014 and proposes a new economic philosophy
that is based on a market economy. For the first time, Irag has adopted this concept and will provide
private sector investment opportunities and will also provide the opportunity for foreign investment. Some
may see the establishment of a comprehensive five-year development plan for Iraq as a risk in light of its
current conditions in regards to political and economic instability. In actuality, this plan encompasses the
reality of Iraq today and uses modern tools and methodologies to address the contemporary situation.

Implementation of this plan will take a lot of hard work and dedication. There are critical challenges that
must be faced to enable the plan to bear fruit. We need to focus on building political stability. We should
overcome governmental bureaucracy, particularly at the decision-making level. It is also critical to control
corruption and reduce its impact so building the economy progresses at a proper and decent pace. A
new governmental approach to implement this development plan will help to overcome challenges and
allow this plan to succeed.
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Ali Ghalib Baban
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The development of this plan would not have been possible without the belief in the vital importance of a national mission that
determines the course of the country’s development. We must begin by thanking, appreciating, and acknowledging the Minister
of Planning, Mr. Ali Ghalib Baban, who was the first to propose the idea of moving from preparation of an annual investment plan
to a five-year program and for his constant follow-up and insightful instructions to the work team throughout the plan preparation
period. This had a profound impact on accomplishing the plan.

We also want to thank and appreciate all ministerial and non-ministerial agencies, the Ministry of Planning in the Kurdistan
region, as well as all governorates and their representatives on plan preparation committees for their cooperation and effective
participation during the plan’s development. We also extend sincere thanks and gratitude to USAID/Tatweer’s team. In particular
we would like to thank the experts Mr. Nael Shabaro and Mr. Behnam Elias Puttrus. We would also like to thank USAID/Tatweer’s
invaluable assistants for their extensive technical and logistical support during the development of the plan.

In addition, we would like to thank the United Nations Assistance Mission for Irag and all affiliated agencies. We would specifically
like to mention the Deputy to the Special Representative of the United Nations Secretary General, Ms. Christine McNabb and Dr.
Naeema Al-Qaseer, who occupied the aforementioned position during a critical portion of the plan preparation period. Thank you
for your continual support, constant follow-up, and effective participation in conferences and workshops pertaining to the plan,
and for securing the expertise of three national experts.

We also express our appreciation and gratitude for the expert efforts exerted by the Deputy Minister and Head of the Central
Statistical Organization (CSQO), Dr. Mahdi Al-Allak, for his continual support of the plan and his work in directly coordinating
between the Poverty Reduction Strategy (PRS) and this plan. We would further like to thank the heads of all the committees, their
members, and ministry affiliates who effectively participated in the various phases of the plan preparation and transformed the
Ministry of Planning into a work cell through 2009 in order to complete this strategic document.

In addition, we would like to use this opportunity to express our deep appreciation for the efforts exerted by the national experts
Dr. Basil Al-Husseini, Dr. Adnan Yasin Mustafa, Dr. Wafaa Al-Mahdawi, and Dr. Amer Hermis for their distinguished technical
contributions and for their role in drafting and issuing the final version of the plan.

We hope this national effort forms a comprehensive program that moves Irag to an advanced developmental phase and lays the
foundation for future strategic planning based on principles that combine justice, efficiency, and sustainability.

Dr. Sami Matti Pollus
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The idea for preparation of a mid-term National Development
Plan (NDP) was born out of the failures and problems faced
in preparing annual investment programs, in particular the
difficulties of instituting a comprehensive mid- and long-term
vision that defined project priorities and their elements based
on an annual development approach. For that reason, MoP
proposed to the honorable Council of Ministers (CoM) the
idea of preparing a mid-term (five-year) development program.
The council approved the idea in 2008 with decision no.
(202/10/1/15/8013), dated 4/15/2008. Immediately after that,
the MoP began preparation of a five-year NDP and oversaw
the actual intensive work for the plan preparation that actually
started at the beginning 0f2009.

Our approach was to build the NDP based on reliable data,
sound scientific analysis and realistic assumptions. Specifically,
a comprehensive analysis of the reality of Irag’s economy was
performed at the aggregate, sectoral, and spatial levels over
the past 40 years with emphasis on the 2004-2008 period.
Furthermore, an in-depth analysis was performed to assess the
situation of public services, infrastructure, and environmental
and social conditions, including poverty and unemployment,
with a focus on vulnerable groups such as women, children,
and persons with disabilities.

For every activity and service addressed, the plan was careful
to present previous policies along with their positive and
negative effects. It then identified the problems and challenges
facing that activity or service. The vision for the next five years
was established thereupon and transformed into more detailed
quantitative and qualitative objectives based on the nature of
each activity, service, and capability. Then means for achieving
these objectives were proposed so as to conclude the plan
with a comprehensive investment program by sector, activity,
and province.

The 2010-2014 NDP is characterized by a number of issues
that distinguish it from previous plans and that can be summed
up as follows:

1. Itadopted a participatory approach during preparation that
commenced with establishment of a general framework
to diagnose the reality and capabilities, and continued
by defining problems and specifications, designing the
visions and translating them into objectives and means
of achieving the objectives, as well as defining the plan’s
investment objectives and priorities. The participatory
approach to plan preparation took various forms and
employed various techniques to ensure participation by all
involved parties.

During the phase in which the approach to plan preparation
and the timeframe were defined, workshops were held
to which a number of experts from the United Nations
organizations and MoP managers and officials were
invited.
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During the plan preparation phase, 11 specialized
technical committees were formed under the leadership of
the Deputy Minister for Technical Affairs.

Two of these committees were led by the Deputy Minister
and Chairman of the Central Statistical Organization
(CS0), namely, the Millennium Development Goals (MDGs)
Committee and the Committee for Poverty Alleviation.
The other nine committees each focused on a particular
technical aspect of the plan, which included:

1. Economic Policy Committee;
Revenue Estimation Committee;
Agriculture and Water Resource Committee;
Industry and Energy Committee;
Transportation and Communications Committee;
Construction, Housing and Services Committee;
Human Development Committee;
Spatial Development Committee;
Private Sector Committee.

©CoNOGO AN

These committees were led by general managers at MoP
and members consisted of representatives of the Kurdistan
region, relevant line ministries, academics, representatives
of the unions concerned, and experts from the USAID/
Tatweer and the United Nations Assistance Program
for Iragq. Each committee, within its purview, presented
background documents detailing current sectoral policies,
the current reality, capabilities, challenges, proposed
vision, objectives, and means of achieving the objectives.
In April 2009, at the Al-Rasheed Hotel in Baghdad and
with a support from USAID/Tatweer, the first conference
was held to discuss the plan’s general framework, as
well as its overall, sectoral, and spatial orientations. The
conference was attended by the Deputy Prime Minister,
Dr. Rafi Al-Isawi and more than 350 participants attended.
Among the participants were a number of ministers, deputy
ministers, ministry advisors, members of the Council of
Representatives (CoR), representatives from Kurdistan
Regional Government (KRG); governors; Provincial
Council (PC) members; unions, academicians, civil society
organizations (CSOs), and donor organizations including
USAID and the UN.

The discussion revolved around the plan’s general
framework, its overall and partial orientations, and
the sectoral background documents prepared by the
committees. The conference produced a number of
important remarks and opinions that were beneficial
in later phases of the plan. In addition, the subsequent
roles of ministries, nonministerial agencies, KRG, and the
provinces were defined by means of representations on their
strategic visions for their sectors, spatial specializations,
and their proposed five-year plan projects in accordance
with a template prepared by MoP. A significant number
of remarks and opinions about the papers presented at
the first conference were received from USAID and the UN
agencies. They were beneficial during the second phase
when preparing background documents.



The second conference was held also with the support
of USAID/Tatweer in early November 2009 to discuss
the final sectoral and technical documents pertaining to
the plan once it was developed. More than 400 people
attended from all of the aforementioned agencies. More
than 37 experts from the UN, USAID, the EU and many
other international organizations attended. Over the
course of five days, discussions were held concerning
all sectoral aspects, the vision, objectives, and means of
achieving the objectives. The conference was an excellent
opportunity to initiate the drafting of the plan document.

In order to strengthen the provinces’ participation in the
plan preparation and as a capacity building exercise
for the provincial officials, committees were formed to
propose projects to be implemented in the next five years.
This was conducted in coordination with the Provincial
Planning Units (PPUs) that are part of MoP and located in
15 provinces. It was also conducted through work teams
from MoP’s headquarters who visited all provinces on more
than one occasion, which was a great help in facilitating
the process of proposing projects of a local nature. The
MoP also held three more conferences in Dhi Qar, Basrahh
and Diyala to discuss representing the local needs in the
NDP. The MoP had a plan to hold these conferences in
all provinces, but due to time limitations, only three local
conferences were held.

Direct coordination took place with all ministries, KRG,
and the provinces with regards to the quantitative and
qualitative objectives for their sectors and/or spatial
specializations as well as in determining the priorities of
the projects selected for the plan document.

In addressing developmental issues, the plan is not limited
to public investment; rather, it considers private investment
a fundamental partner in the development process and
expects it to contribute to about 46% of the investments
required to achieve the vision and objectives of the plan.
The sectors, activities, and areas in which the domestic
and foreign private sector can invest were identified.

The plan calls for strengthening decentralized administration
in order to improve the effectiveness of provinces’ roles
in developing and managing their resources and the
development process.

The plan focused on areas not emphasized in previous
plans in Irag. Some examples include:

e Adding the spatial (regional) dimension to
development,

® Using the Unsatisfied Basic Needs formula based
on the level of deprivation as a criterion to distribute
development benefits among Iraqis,

e Establishing a balance between the needs of
the population of different public services and
infrastructure and the capabilities of the production
sectors,

¢ |Including a wide range of sectors such as the tourism
and artifacts sectors,

¢ Balancing developmental decision-making based on
the three dimensions of sustainable development:
economic, social, and environmental.

e Using environmentally friendly technologies and
proper handling of the negative environmental effects
accrued over the past decades.

e The plan also focuses on social and humanitarian
aspects that have never been addressed in previous
plans. These included concern for vulnerable groups,
poverty and the need to alleviate it, and the extent to
which Millennium Development Goals (MDGs) can be
achieved,

e The plans addresses the issue of institutional reform
and good governance,

e [t also emphasizes the promotion of a number of
activities, particularly ensuring availability of housing.

Construction of the plan relied on qualitative and specialized
studies performed by subcommittees and experts, as well as
work papers provided by ministries, the KRG, and a number
of provinces. The MoP’s studies prepared by its technical
departments were also used, along with some academic
studies, and the Central Statistical Organization’s periodic
releases and surveys over the past years. In addition, the
Poverty Reduction Strategy (PRS), adopted by the honorable
Council of Ministers in January 2009, was a main source of
plan data and information.
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Normally, development plans are prepared amid stable
economic, political, and security conditions. Preparing a plan
for Iraq in the midst of unstable conditions created several
obstacles, particularly in regard to domestic and foreign private
sector participation. Furthermore, Irag’s reliance on a single
main resource, namely oil, and lack of stable oil prices was
another fundamental challenge. During plan preparation, oil
resource calculations were changed three times due to price
fluctuation in the international market. A price ranging between
US$60 and US$68 per barrel was adopted for the plan years.
This price has become low in light of current prices, which
exceed US$80 per barrel. There were also problems in the
areas of accuracy, unavailability of complete data, and lack of a
clear general direction in terms of the indicators that a planner
can rely on to formulate a plan of alternatives. Indeed, all
economic, service, and social indicators have fluctuated greatly
because of the turmoil in Irag over the past 40 years. This has
also resulted in difficulty in defining a specific base year for all
activities and performances, an exercise usually fundamental to
building any mid- or long-term plan.

The obstacles faced during the plan preparation do not in
any way diminish the plan’s importance and effectiveness in
drawing a developmental picture for the country over the next
five years. The working team exerted tremendous effort to find
alternatives and means to curtail the obstacles. With regards
to the anticipated financial resources, the plan proposed a
flexible investment program that can accommodate new
developments or events during the execution phase. It also
proposed clear and specific mechanisms to follow up on and
evaluate the results and consequently reconsider the plan in
2012, if needed.

Cross-sectional comparison of data was performed using
various sources so as to arrive at realistic figures. In addition,
the most recent surveys performed by the CSO during 2004-
2008, which are consistent with international standards,
reduced the effects of this problem. With regard to the stability
in the security situation, the plan is based on the ambition that
security conditions will continue to improve, as has been the
case over the past two years.
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When compared to Irag’s annual investment programs, the
mid-term (five-year) National Development Plan (NDP) sets out
serious approaches to meeting development challenges and
defines the country’s capabilities on general, sectoral, regional,
and spatial levels. It promulgates visions and sets quantitative
and qualitative objectives in developing the country’s economy
and society over the life of the plan.

The plan begins with the challenges facing the Iragi economy
and society, as well as its financial and human resource
endowments, which are summarized below.

1.

Irag relies almost totally on oil to fund the state’s federal
budget. Oil resources form approximately one-half of
the nation’s gross domestic product (GDP). The effect is
to limit Irag’s economic exposure to the external world
because of the paltry contribution by non-oil commodity.
It also indicates the private sector’s limited role in the
development process.

Pertaining to social issues, Irag faces serious challenges
in the areas of education and health, as measured by
qualitative and quantitative indicators. There has been
an increase in the percentage of vulnerable groups and
an increase in the rate of unemployment to 15 percent,
particularly among youth and women. In addition, 23
percent of the population lives below the poverty line and
there is a significant shortfall in housing, which according
to some estimates is equal to 3.5 million housing units.

In the area of infrastructure, Irag suffers from a decline in
the rate of quantitative and qualitative facilities for drinking
water; coverage is no more than 90 percent in urban areas
and 65 percent in rural areas. There is an even bigger
problem with respect to sanitation. In Baghdad, coverage
by sanitation projects is approximately 75 percent and
no more than 3 percent in other urban areas. There is a
complete lack of these services in rural areas.

Spatial development does not fare any better. There is
a large disparity in economic and social development
as well as in services among provinces and between
rural and urban areas. There is also a decline in human
development indicators as evidenced by a rise in the level
of deprivation and poverty in most southern provinces,
with the exception of Basrahh, and a relative increase
thereof in middle provinces and the Kurdistan region.

In the area of rural development, there is clear indication
that the countryside lags behind in terms of economic,
social, and structural indicators, including a low level of
agricultural productivity; high illiteracy rates; low rates
of enrollment in and high dropout rates from schools,
particularly for girls; poverty rates that exceed the national
average; inferior health services and care; high rates of
deprivation from services and housing; and a generally
weak link between rural and urban areas.

In the environmental arena, there is an indication of lack of
concern for the environmental dimension of development

and, consequently, a high level of pollution of environmental
elements (water, air, and soil). There is also a weakness in
identifying, monitoring, and tracking pollutants. Moreover,
both society and organizations have little environmental
awareness. In addition, there is no comprehensive
identification of the effects of consecutive wars in which
environmentally destructive weapons and those with long-
term effects were used.

The consecutive wars and crises suffered by Irag, as well
as the rapid changes since 2003, have led to a social
situation that cannot accommodate new changes and
transformations. This has generated cases of corruption
that have had a negative effect on the course of
development.

In light of the challenges indicated above, and in light of
the federal democracy environment, the plan aims to have
Irag become an effective country through the workings
of market mechanisms; becoming a participant in the
world economy; and an embodiment of the principle of
international partnership. Based thereupon, the plan seeks
to have Iraq effectively employ its economic resources, both
human and natural, to achieve a diverse and competitive
economy in which the private sector plays a leadership role
in creating wealth and jobs, and the public sector plays an
organizational and enabling role to address market failures,
guarantee fair distribution of the national income, and see
that at-risk social groups can effectively fulfill their role in
achieving economic and social progress.

Objectives: The development plan translates the strategic
vision through the following general objectives:

e Increase in the gross domestic product (GDP) at a
rate of 9.38% per year during the plan period.

e Generate 3 to 4.5 million new jobs based on the
proportion between capital concentration and work
that will be used in activities and projects adopted
by the Plan.

e Diversify the Iragi economy through achievement of
gradual increases in the rate of participation by other
sectorsin GDP, particularly the production, agriculture,
and industrial sectors, along with tourism, which is
a sector with some accomplishments and promise.
It is also one of the sectors in which private sector
activity plays a historically strong role. This role can be
strengthened in the future both through generation of
GDP and through the jobs it can generate.

Strengthen the role of the domestic and foreign
private sectors, either in terms of the magnitude of
investment anticipated within the country, estimated
at about 46 percent, or in terms of job opportunities.
The plan seeks to expand and diversify the activities
that the private sector invests in, particularly
comprehensive animal and vegetable production
projects; fisheries; tourism of all kinds; conversion
industries, particularly those in which Irag has a
comparative advantage; passenger transportation,
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merchandise, communications, as well as port and
airport management; and education, health, and
housing. The plan urges the government to play
a strong enabling role in the area of housing to
encourage both individual and private (national and
foreign) sectors to invest in housing, yet recognizing
that the state will retain responsibility for secure
housing for vulnerable groups.

e Improve and increase productivity and promote
the concept of competition, particularly in activities
enjoying a comparative advantage such as oil and
gas, petrochemical industries, chemical fertilizers,
cement, pharmaceutical industries, production of
dates and fruits, rearing of livestock, and tourism of
all kinds (recreational, religious, and historical) across
all of Irag’s provinces.

Reduce poverty rates by 30 percent from 2007 levels
by focusing on comprehensive rural development
and the creation of job opportunities, particularly
for vulnerable groups such as youth and women,
and focus on ensuring basic services, particularly
educational and healthcare services, for rural areas
and vulnerable groups.

Establish a spatial development trend characterized
by fair distribution of infrastructure services and public
services (water and sanitation, health, education, etc.)
among all of Irag’s provinces in a manner consistent
with their population size and the extent of their
deprivation and need. Further, distribute production
and tourism activities across the provinces in a
manner consistent with their capabilities at the state,
regional, and international levels, with focus on
rural areas and those urban areas that are the most
deprived.

Establish sustainable development that balances
economic, social, and environmental considerations
so as to optimize use of available natural resources
without undermining the right of future generations to
benefit from those resources. Further to this, focus
on keeping up with international developments in the
areas of climate change and the use of environmentally
friendly technologies.

Strengthen the role of local governments in developing
their provinces and building capacity for coordination
and complementarities, using their comparative
advantages.

To achieve these objectives, the plan:

Estimated the investment that must be secured at around
218 trillion Iragi dinars, i.e., US$186 billion during the five
years of the plan; US$100 billion would be funded by the
federal budget at a rate of 30 percent per year of the overall
budget. The remaining US$86 billion would be funded by
the domestic and foreign private sectors; the public and
private sectors would contribute 53.7 percent and 46.3
percent, respectively.
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Distribution of Anticipated Investments
Table 1 of the 2010-2014 Development Plan by

Plan Category

Category percent
Agricultural Sector 9.5
Industrial Sector 30
Qil 15
Electricity 10
Conversion Industries 5
Transportation and Communications Sector 9
Construction and Services Sector 17
Education Sector 5)
Regional Development 12.5
Kurdistan Region 17*
Total 100

* Or any percentage confirmed by the General
Population Census.

Investment priorities were distributed by giving the oail
and electricity sectors a higher priority because they are
the primary source of financial resources for sustainable
development, at least over the midterm, and electricity is
the primary infrastructure for development in the production
and service sectors. Higher priority was also given to the
agricultural, transportation, and communications sectors.
Agriculture is an important resource that has promise with
regard to contributing to economic diversity and ensuring
the country’s food security. It also has an important role in
generating employment opportunities that will contribute to
reducing poverty, stabilizing productive labor in rural areas,
and reducing migration to urban areas, which has crowded
already stressed city services. The transportation and
communications sectors were also given priority they have
highly functional interconnections with other sectors. The
Plan sought to reserve 12.5 percent of its investments for
the regional development program and 17 percent for the
Kurdistan region. Table (1) indicates the relative magnitude
of the investments directed to the plan’s sectors.

But securing investment alone is not sufficient to achieve the
plan’s objectives. The plan must be supported in the areas
of financial and monetary policy, institutional development,
as well as administrative and legal reform. It must also be
supported through plan tracking and monitoring systems.
Accordingly, the plan proposed a number of financial and
monetary policies that are compatible with the investment
policy, as well as strategic, sectoral, spatial, and social
objectives.

The plan proposes a host of institutional reforms at the
sectoral level. It emphasizes the need for building human
and technical capabilities, using modern technology, and



verifying the cost-effectiveness of projects. In addition,
it emphasizes the need for good governance based on
the principles of rule of law, accountability, transparency,
justice, inclusivity, efficacy, and effectiveness. The plan
additionally emphasizes the importance of modernizing
the public sector in accordance with these principles.

The plan also calls for using modern technologies and
acquired knowledge, benefiting from the most notable
regional and international experiments and expanding the
economy’s knowledge base.
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Chapter One

The Plan’s Economic and
Social Framework




The Plan’s Economic and Social Framework

Over the past 40 years, the Iragi economy has witnessed
tangible developments in general economic indicators such
as GDP, national income, and fixed capital formation, though
with ups and downs. This is natural in light of circumstances
over the years, most notably nationalization of the oil industry in
1972, the first Gulf War in 1980-1988, the second Gulf War in
1991, international economic sanctions in 1991-20083, and the
fall of the regime established in 1968.

These events directly affected development in Iraqg.
Nationalization of the oil industry and correction of its prices
provided Irag with sustainable financial strength, leading it
to adopt an expansionary spending policy that energized
economic activity, stimulated the production cycle, and raised
consumption levels. The economy thus experienced high rates
of growth, which were tangibly reflected in the Iraqgi people’s
standard of living and allowed them to enjoy economic and
social prosperity. At the same time, however, the spending
policy of the 1970s caused a host of issues, including increases
in the consumer price index and higher import rates. Overall,
the final outcome of the 1970s appears to have been positive
when evaluated using locally and internationally recognized
economic and social development measures.

Between 1980 and 20083, Irag suffered from long wars and
severe economic sanctions. Development regressed as a result;
economic policies were adopted, to support war efforts and
resist sanctions, with no regard for progress in development,
thus effectively ending the positive achievements of the 1970s.
The Iragi economy was trapped in a vicious cycle that could
only be broken by a shock. That shock occurred with the
fall of the regime in 2003. However, the ensuing instability in
economic, political, social, and security conditions threatened,
and continues to threaten, development efforts, and the road
ahead is still long and difficult.

Irag’s developmental reality over the past 40 years embodies
the issues described below.

1. Oil revenues are the main source of financing for the
developmental process in Iraq. This has undermined the
role and importance of other financing sources, particularly
taxes. Sectoral financing policies are unable to generate
an economic surplus that can effectively contribute to the
financing process.

2. Centrality is the approach used to manage the Iraqgi
economy. This has made the public sector critical to
the development process, all the while marginalizing the
private sector’s role, and distancing it from the economic
arena. To the extent it exists, the private sector has no
impact on developmental effectiveness and civilian social
organizations play no role.

3. In lrag, capital accumulation has been achieved by
transferring oil revenues to economic sectors in the form of
fixedassets. Thereis no contribution to capitalaccumulation
from technological advancement and higher productivity
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rates. This has voided the growth rates achieved in the
gross domestic product and capital accumulation of their
true content and rendered them incapable of expressing
real and sustainable growth. Accordingly, they are liable to
collapse as a result of any crisis.

4. Thereis no intellectual base and no process for sustainable
human development when distributing income between
investments and consumption. This has rendered the
process of development in Irag far removed from the
standards of sustainable development to improve the
quality of life.

5. Divisiveness and the lack of coordination and cooperation
have characterized the various branches of the economic
policy. This has particularly been the case with respect
to finance and monetary policies, and it has exacerbated
the severity of unemployment, inflation, and the spread of
administrative corruption.

The development plan for 2010-2014 is based on four basic
assumptions that are considered methodological starting
points for preparing and executing the plan:

1. The ability of the Iragi economy to move forward and
execute a sustainable and comprehensive development
plan.

2. Sustainable and comprehensive economic development
as a goal for growth and a basis for achieving prosperity
for all members of society, improving the quality of their
lives, and protecting the environment.

3. Movement from centralized management of the economy
to decentralized management measured by the status
of the market economy, competition, and a gradual
increase in the role of local governments pursuant to a
creative approach aimed at selecting and establishing
market-based mechanisms to define priorities and make
decision.

4. Assignment of a greater role to the domestic and foreign
private sectors with respect to financing the development
process.

1. The quartile nature of the Iragi economy, whereby the
crude oil extraction and exportation sector accounts for
44 percent of the domestic product generated and 93
percent of total exports

2. The Iragi economy’s significant exposure to the external
world as a natural outcome of the low contribution by
commodity sectors (excluding oil) in GDP generation,
(28.6 percent for commodity activities, 38 percent for
distributional activities, and 33.4 percent for service
activities for the period 2004-2008). These rates explain
Irag’s need to increase imports from the outside world
to cover increasing local demand, as the increase in
operating expenses in the public budget ultimately
translated into increased demand in the domestic market.



The most telling evidence of this fact is the increase in the
imported portion, as compared to the domestic portion, of
commodity supply in the Iragi market.

3. The private sector’s limited role in the development process
as evidenced by the decline of its participatory share in
economic activity, job creation, coverage of increased
domestic demand, and investment generation. This has
rendered the sector inflexible and unable to respond
quickly to the changes targeted in the current plan unless
a suitable and attractive work environment is created.

Iraq suffers from a host of social challenges that are no less
severe or critical than its economic challenges in terms of their
impact on the society and its relationships, the economy and its
capabilities, and on the people and the means of enabling them.
They limit the course of sustainable human development and
hinder the process of achieving the Millennium Development
Goals (MDGs) established internationally and nationally. The
most prominent social challenges are described below.

1. Schooling and Higher Education: Despite the importance
afforded this sector by the Iragi constitution, development
plans, and economic policies, there are indications of a
lack of responsiveness. Data shows a significant deficit in
school preparation, an increase in schools with double or
triple daily sessions, mud-constructed schools not fit for
use, and a decline in the rate of school enrolliment, which
stands at 85 percent for boys and 82 percent for girls.
The situation does not differ for higher education, which
has tended toward vertical expansion in universities and
has strengthened quantitative progress at the expense of
qualitative progress. There is also a clear disconnection
between graduates of the educational system and market
needs. There is a focus on the humanities specialties,
because of the ability to secure the financial and human
requirements associated therewith, at the expense of
scientific and technical specialties.

2. Health: The magnitude of the challenges facing Irag’s
health sector may greatly hinder its ability to progress
along the health axes set forth in the MDGs. There is still
a large gap between what has been achieved and what
must be achieved by the year 2015. The most serious
of those challenges include the scarcity of drinking
water supplies and the lack of treatment for wastewater
and garbage. There are also significant problems in the
health system itself, including a decline in the number
of beds and doctors per 1,000 people as compared to
international indicators. Furthermore, there is not optimal
use of available health facilities; the bed occupancy rate in
public hospitals does not exceed 65 percent, reflecting the
population’s lack of trust in the services provided by public
health institutions.

3. Housing: Irag suffers from a housing crisis. Estimates on
the need for suitable housing units range from 1 million
to 3.5 million, depending on the assumptions used in
housing studies, but in any this constitutes a significant
housing shortfall. The development plan must address that
shortfall, as well as present policies and procedures that

can effectively alleviate its severity. Perhaps the leadership
role that must be granted to the private sector and foreign
investment in this plan’s timeframes will contribute to
addressing this challenge.

4. Poverty: Data from the poverty alleviation strategy in Irag
have confirmed that 23 percent of the population lives
below the poverty line. The current development plan
needs to craft its investment programs and objectives in a
manner that reduces this rate to the strategy’s target rate of
16 percent. However, the disparity in income distribution,
i.e. the state of inequality has reached 40 percent, which
is considered evidence that can, in and of itself, hinder
translation of the goal into reality. Therefore, the plan must
seek to formulate comprehensive policies that raise per
capita income, achieve equity in distribution, and firmly

address the phenomenon of poverty.

5. Unemployment: Unemployment may be the social
challenge with the most negative effect on the economy
and society as a whole. Pursuant to the most recent
statistical survey conducted for unemployment in 2008, the
unemployment rate has persisted at the rate of about 15
percent overall, with a disproportionately high rate among
youth at 30 percent and among women at 32.5 percent.
The challenge is to establish solutions and constructive
processes to alleviate unemployment through policies that
affirm the private sector’s role in creating job opportunities,
as well as an effective and job creating operating policy.

6. Youth: The diversity among youth from an educational,
cultural, and skill level perspective is considered another
one of the main challenges facing the Iragi economy.
Twenty-four percent of participants in the labor force are
uneducated; of that group 41.2 percent can read and write
and 43.1 percent have a primary school certificate. These
rates confirm the necessity for the plan to adopt a bundle
of effective policies to promote youth, as well as educate
and employ them.

The duality of spatial development is considered one of the
most prominent features of the spatial development pattern
in Irag, a nation characterized by the presence of provinces
and regions that are comparatively more advanced alongside
others that are less developed or different from an economic,
social, and cultural perspective. Poor geographic distribution
of investments may best explain this duality, which has also
expanded to include clear disparity between urban and
rural areas. The spatial development pattern has led to the
concentration of population, economic activity, and services
in a handful of cities. This has, in turn, attracted more of the
population and labor force from small towns and rural areas
to urban areas and economically and socially developed
provinces.

Population movements have negative impacts from an
economic, social, and environmental perspective. The current
plan must address them by correcting the spatial distribution of
its investments consistent with standards that balance social
equity and economic efficiency as well as focus on decentralized
management of development by granting local administrations
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a role in defining their growth, development, and needs. Local
administrations must also have an effective role in defining the
strategic activities that take place within their administrative
purview and serve the national interest.

The environmental dimension of development has not received
the requisite attention in Iraq over the past decades, neither
on the national strategy level nor on the project level. Irag
also lacks comprehensive systems to track and address
environmental issues. This has led to clear and tangible
pollution of all environmental elements, namely, air, water, and
soil. This has been compounded by use of banned weapons in
wars, particularly radioactive uranium, as well as bombing and
destruction of military installations. Addressing environmental
problems and spreading societal environmental awareness is
considered a major challenge.

Economic, social, cultural, and structural retardation are among
the most prominent features of the Iraqgi countryside. They can
be observed in the low level of productivity, the clear spread of
seasonal unemployment and underemployment, the decline in
the countryside’s contribution to domestic product generation,
and the lack of services adapted to a rural setting. This has
contributed to the spread of poverty, population migration,
and illiteracy. The current plan faces a dynamic challenge
that requires adoption of investment programs specializing in
development of the Iragi countryside, as well as the revival of
rural resettlement plans and policies that aim to combine small
villages (into a mother village) to ensure a minimum number
of residents and provide them with basic services such as
education, primary healthcare, and rural roads.

Irag is seeking to be a peaceful and stable nation under the
auspices of a federal democracy. It is also seeking to be an
effective nation that functions in accordance with market
mechanisms and a regional economic power that complements
and is part of the international economy in a manner that
embodies the principle of international partnership. Based
thereupon, Irag will use its economic resources, both human
and natural, effectively and efficiently to attain a competitive
and diversified economy in which the private sector has
a leadership role in generating wealth and jobs, while the
government performs an organizational and enabling role to
address market failures and ensure equitable distribution of
national income so as to enable the most vulnerable social
groups to fulfill their role effectively in achieving economic and
social progress. All of this is to be achieved with guidance from
the principles of democracy, the rule of law, good governance,
sustainable development, competitiveness, social justice,
freedom, and human rights.

1. Work to increase the GDP at a rate of 9.37 percent per
year for the duration of the plan.
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Work to diversify the economy and transform it into one
that is characterized by a gradual increase in the rate
of participation by sectors other than oil in the GDP,
particularly the production (agriculture, industry) and
tourism sectors, as well as one that is characterized by
growing participation from the private sector over the
course of transformation into a market economy.

Work to improve and increase productivity and promote
competition in all economic sectors, particularly as regards
activities that have a comparative advantage, such as oil,
gas, petrochemicals, cement, plastics, pharmaceuticals,
and electricity across all of Irag’s regions and provinces
so as to guarantee and ensure a continuously robust
economy for Iraqg.

Work to increase the employment rate, particularly
among youth and women, by activating the private
sector’s role in employment. This should reduce the high
unemployment rate of 15 percent, consisting of both
seasonal unemployment and underemployment, and the
social problems associated therewith.

Increase as well as quantitatively and qualitatively improve
the water provided for human consumption over both the
mid and long term, as well as double the coverage areas
of sanitation projects and expand their spatial coverage to
include all provinces.

Work seriously to alleviate the poverty that is currently
widespread in Iraq by creating job opportunities and
areas (new sustainable jobs) as well as sustainable
income. Further, ensure basic social services to the poor
by ensuring qualification and training in new job areas,
particularly for high-risk groups like orphans, widows, and
individuals with special needs.

Work to achieve comprehensive and relevant growth
that guarantees activation or productive investment of
human and natural resources in all of Irag’s provinces.
This would be supported by means of geographically
balanced investment allocations and an attempt to
decrease disparities, barriers, and dualities at the regional
(district) level. Further, this would be achieved by working
to establish a coherent series of economic activities,
industrial complexes, and economic free zones across
the nation. The plan also aims to achieve balanced
distribution of infrastructure, social services, and suitable
housing based on population size, needs, and the extent
of regional deprivation over the past periods.

Address rural development issues, particularly the
poor performance by the agricultural sector in terms of
productivity and job creation, as well as unsuitable housing
and weak infrastructure in the countryside. That is why the
plan seeks to reduce disparity and barriers between rural
and urban areas in terms of the availability of infrastructure,
social services, and areas of new job creation. These
would, in turn, contain the phenomenon of rural-to-urban
migration that applies negative pressure on existing
services and infrastructure, particularly in large cities.

Increase awareness about and acceptance of the
principles of sustainable development and quality of life,
and the need to achieve them across all of the economy’s



sectors. Further, have these principles considered in both
rural and urban planning so as to minimize the negative
impacts of the years during which these principles were
ignored or neglected. Moreover, improve the economic,
social, and environmental aspects of the population’s life.

The plan aims to establish and reinforce suitable and proper
mechanisms so as to achieve its strategic objectives, policies,
and overall vision for the future. It also aims to work on providing
a suitable organizational structure and legal framework
that contributes to guaranteeing and ensuring high rates of
achievement and proper implementation of the plan.

One of the main assumptions upon which the plan is built
is reliance on a comprehensive and sustainable model of
development so as to achieve economic prosperity and the
quality of life, and effectiveness of the Iragi people. To translate
this model into reality, the resources that will be used for funding
purposes were defined based on a number of alternatives for
different developmental levels. They are as follows:

This alternative assumes that old relationships and
interconnections among economic activities continue during
plan years 2010-2014. This alternative consists of two levels:

1. Assuming that the Iragi economy grows at a compound
annual rate of 9.45 percent as of 2009 requires investment in
the amount of 154,040 billion dinars, i.e., US$131 billion.

2. Assuming an annual growth rate of 11.0 percent requires
investment in the amount of 180,854 billion dinars, i.e.,
US$154 billion.

This alternative assumes that existing historical technical
relationships among economic activities continue, with the
exception of the assumption pertaining to the rate of growth
in crude oil extraction and that activity’s output, both set at
13.1 percent annually, in the hopes of increasing foreign and
private sector investment in this activity. Accordingly, the overall
growth rate under this alternative is 9.11 percent.

In this alternative, five activities were selected and their growth
rate was doubled as compared to historical levels. This was
done as follows:

1. Crude Qil:

e|n 2010 and 2011, export quantities and prices
remain as is in Alternative Two.

® From 2012 to 2014, the exported quantity is assumed
to grow by 20 percent annually as compared to
the 2011 level; in other words, daily production will
exceed 5 million barrels per day at an assumed price
of about US$70 per barrel. Based thereupon, oil
output will grow at a rate of 22 percent per year.

2. Agriculture: It will grow at a rate of 7.0 percent.

3. Electricity and water: They will grow at a rate of 20 percent.
4. Transportation: It will grow at a rate of 6.0 percent.

5. Social services: They will grow at a rate of 20 percent.

Accordingly, and pursuant to this alternative, the GDP will grow
at a rate of 17 percent.

Based on discussions held about the three alternatives, and in
consideration of Irag’s conditions and production capabilities,
another alternative was prepared. It is considered a combination
of these alternatives and it was adopted when preparing the
plan’s estimates. It is as follows:

1. Historical growth rates for the periods 1970-1980, 1980-
1990, 1990-2000, 2000-2007, and 1970-2007 were
calculated. Based thereupon, rates were calculated for the
GDP and labeled as historical rates.

2. Six activities were given special priority. They are:

e Crude oil extraction, as it guarantees sustainable
financial resources at this stage

e Electricity as one of the central activities relied upon
by all production and life activities and areas

e Agriculture, as it guarantees food security, reduces
food imports, and creates a vast number of job
opportunities that can reduce unemployment in rural
areas and alleviate poverty

Social development services, as it is the sector
focused on building up the citizenry and providing a
social umbrella. It includes the basic infrastructure-
supporting services (water and sanitation, education,
health, culture, youth and sports, as well as
enablement in the area of housing), other services
related to the MDGs, and achievement of strategic
poverty alleviation objectives.

e Transportation, as it is an important sector that
supports the flow of economic activity and increases
its efficiency. It also has a profound impact on the
population’s quality of life.

Conversion industries, as Iraq possesses capabilities,
in terms of natural and human resources, that
guarantee it a comparative advantage in many
industrial activities such as petrochemical, chemical,
fertilizer, cement, and food industries. They also
constitute a crucial starting point for diversifying the
national economy, invigorating participation by the
private sector, and ensuring job opportunities.

As for the remaining activities, they were assumed to remain
at their historical growth levels. Based thereupon, the growth
rate of the GDP will be 9.38 percent annually. Tables (2-5)
provide output estimates by activity as well as the magnitude of
investments and financial resources needed. They also provide
data about what can be funded by the state’s public budget
and what can be proposed for contribution by the private or
foreign sector.
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1.8 The Plan’s Anticipated Revenues

1.8.1 Estimates for Oil Revenues

It is well known that more than 90 percent of current operating
and investment spending is funded by oil revenues. For that
reason, estimates mainly depend on estimating oil output and
revenues.

On the other hand, it is also assumed that non-oil revenues will
improve in terms of their share of overall revenues.

A committee was formed to estimate revenues for purposes of
plan preparation. It consisted of members from the Ministry of
Qil, the Ministry of Finance, the Iraqgi Central Bank, as well as
the MoP. The committee estimated that export quantities will
be as set forth in Table 2.

Estimates of the Anticipated Quantity of Qil

D E Exports For the Years 2010-2014
Exportgd Price Export Value in
Quantity o :
o Dollar/ Billions of Iragi
Million Barrels/ .
Barrel Dinars
Day

2010 2.150 60 55,089.5

2011 2.300 63 61,880.1

2012 2.500 68 72,598.5

2013 2.800 68 81,310.3

2014 3.100 68 90,022.1

* Dollar = 1,170 dinars for each period.

On the other hand, directors at the Ministry of Oil expect the
picture will improve after 2012 based on contracts currently
being signed with foreign companies to increase the quantity
of il production and exportation. Accordingly, alternative
estimates were prepared based on the expectations set forth
in Alternative Three.

1.8.2 Estimate for Non-Oil Revenues

1. Taxrevenues will increase at a rate of 15 percent per year
over prior levels.

2. The treasury’s profit of non-oil company revenues will
increase at a rate of 15 percent per year for the years
2010-2014.

3. Non-tax revenues of 1,800 billion dinars per year.

Accordingly, the oil and non-oil revenues set forth in Table (3)
indicate an anticipation that oil revenues will increase from
55,089 billion dinars in 2010 to 90,022 billion dinars in 2014,
while non-oil revenues will increase from 3,263 billion dinars
in 2010 to 7,404 billion dinars in 2014. Accordingly, the plan
anticipates achievement of total revenues in the amount of
390,397 billion dinars based on the estimates of the plan’s
Financial Resources Committee and 446,787 billion dinars
based on the alternative estimates for oil production and
exportation.

Table 3 Anticipated Financial Revenues for the Years 2010-2014 (Billions of Iragi Dinar)
Year Committee Estimates for Oil Non-Oil Revenues Total (-1) Alternative Qil
Revenues Estimates

2010 55,089.45 3,263.6 58,353.1 55,089.4 58,353.1

2011 61,880.13 5,628.2 67,507.7 61,880.1 67,507.7
2012 72,598.5 6,354 78,952.5 82,506.1 88,860.1

2013 81,310.32 6,846.9 88,157.2 99,006.6 105,853.5
2014 90,022.14 7404.4 97,426.5 118,808.8 126,213.2
Total 390,397 446,787.6

Plan Calculations

Alternatives

Alternative One

Alternative Two to be adopted after 2010
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30 percent of budget revenues
targeted to investment spending

Billions of dinars
117,119.1
134,036.3

Portion funded by the domestic and
foreign private sector

Billions of dollars
130.2
71.5

Billions of dinars
152,345.9
83,600.7

Billions of dollars
100
114.6



In light of these estimates, and as indicated in Table (2), the
anticipated revenues that will be adopted at this time for
purposes of preparing the magnitude of government investment
are 390,397.0 billion dinars.

Through a historical look, and in light of government
obligations toward inflated operating expenses, particularly
in terms of the magnitude of salaries, pension payments,
and expenses pertaining to security and price subsidies, the
public budget can allocate what corresponds to 30 percent
of these revenues to investment spending, i.e., 117 trillion
dinars or US$100 billion, with the hope that the plan and
its specifications are revised at the beginning of 2012. The
matter may require reconsideration of investment orientations
based on what will be achieved by then and what will occur in
terms of oil and non-oil revenue changes.

The magnitude of investment needed to achieve the plan’s
target growth rate of 9.38 percent annually is 217.6 trillion
dinars, or US$186 billion. It is anticipated that development
partners (the domestic and foreign private sector) will fund US
$86 billion, which will be spent in the various fields specified by
the plan, as well as other activities not set forth in the plan such
as insurance, banks, and other personal services.

There is a need for a comprehensive framework of procedures
and regulations to ensure good governance that balances
among a number of political, social, and economic issues
addressed in chapter 12 of the plan document. There is also
a need for a number of specialized policies that are directly
related to execution of the alternative chosen to grow the
GDP and focus on the aggregate aspect of the plan. Sectoral
policies will be discussed in the portions dedicated to sectoral
development.

1. Increased funding of the state’s public budget from non-oil
sources by invigorating economic activity so as to ensure
expansion of the tax base.

2. Reconsideration of the spending structure so as to reduce
spending on operating areas, redirect funds to investment
to fill the gap in investment needs, and use operations
spending to support investment spending.

3. Correlation of sums designated for province development
to population size, degree of need and deprivation, and
the capabilities available in the provinces so as to support
the plan’s orientations.

4. Management of the government’s public debt so as to
ensure availability of funding for the state’s public budget
and issuance of government bonds to avoid inflationary
pressure.

5. Reliance on external funding through facilitated loans in
the event there is a need to expand funding of strategic

projects within the plan.

6. Restructuring and reform of the banking sector to ensure
performance of the internal and external banking services

needed by the development process.

7. Restructuring of the state’s administrative and
organizational structure so as to execute, monitor, and
oversee public spending.

8. Restructuring at the aggregate economic level as agreed to
with the International Monetary Fund (IMF) and in a manner
consistent with economic and social development needs.

9. Improvement of the quality and timeliness of the
financial and economic data issued by governmental
administrations to support decision making as regards
overarching economic policies.

Monetary policy must support both stability and development. It
must also accommodate and complement the financial policy.

The nation needs significant funding for development. Thus,
the monetary policy must be more relaxed in terms of lending,
reducing cost, managing the public deficit, and promoting
investment.

1. The investment policy will support the objective of
achieving comprehensive and sustainable development
of the economy. As indicated, the magnitude of requisite
investment is about 217.6 trillion dinars.

2. Government investment as well as domestic and foreign
private sector investment will contribute to executing the
plan’s aggregate and sectoral objectives. Specifically, the
government will contribute 53.7 percent of investment, with
the foreign and private sector contributing 46.2 percent of
investment during the years of the plan.

3. The plan’s investment orientations are based on the
principle of sectoral priorities that will promote unbalanced
growth during plan years so as to achieve a future goal of
balanced sectoral growth. Accordingly, the ail, electricity,
and agricultural sectors were accorded investment priority
and allocated 15 percent, 10 percent, and 5.9 percent,
respectively of total government investment allocations
over the five years of the plan. In contrast, 5 percent of
total government investment allocations were directed to
the conversion industries sector.
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This area was mostly left to private (domestic and
foreign) investment. High priority was also given to the
transportation and communication sectors for their close
connection to economic activity and human prosperity;
they were allocated 9 percent of total government
investments under the plan.

4. The investment policy seeks to reinforce the plan’s
spatial objective by allocating 14,625 billion dinars, or
US$12.5 billion which is 12.5 percent of total government
investment allocations under the plan, to the regional
development program so as to reinforce the primary
principle of promoting decentralization and a larger role to
local governments in the development domain.

5. The investment policy seeks to build up the Iragi people,
as they are the cornerstone of economic and social
progress. For that reason, it has allocated 22 percent of
the government investment program to service sectors,
sush as water and sanitation, health, education, as well as
sports, tourism, and cultural activities.

6. Seventeen percent of total government investment, or any
percentage to be confirmed by the next population census,
was allocated to the Kurdistan region in a phased manner.
This is equivalent to 19,890 billion dinars or US$17 billion
(Figure 1).

Distribution of Government Investment
(Billion Iraqi Dinars)

Figure 1

Agriculture 9.5

Kurdistan Region 17

Industry 30

Province
Development
12.5

Education 5 .
Transportation and

Construction, Building and ~ Communications 9
Services 17

1. Theplanis keen to involve the provinces’ local authorities in
the process of preparing and defining their developmental
priorities, particularly in the area of availability of social
services to citizens. At the same time, provided the issue of
planning and  strategic projects that serve the Iragi public
and multiple provinces is left to the federal government in
consultation with the concerned local authorities.

2. Distribution of investments based on a balancing between
the principles of social justice (in terms of services and
infrastructure) and economic efficiency (in terms of
production activities) so as to create a correlation and
complementary relationship among regions and provinces
and based upon the foundations of comparative
advantages, capabilities, and developmental limitations of
the region and province.
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1. Building of a partnership between the public and private
sectors using all partnership forms and methods as well
as concession contracts.

2. Improvement and diversification of fundamental
infrastructure and services such as electricity and all forms
of transportation that help the private sector transport
its products and production needs seamlessly and at
appropriate cost.

3. Opening of the way for direct and indirect foreign investment
with continued development of laws and regulations that

govern it.

4.  Streamlining and simplification of governmental procedures
and development of laws that promote investment and give
Irag a competitive edge in dealing with businesspeople
and investors.

5. Reform and conversion of public companies into private
or mixed companies by benefiting from laws currently in

effect, particularly Laws No. 21 and 22 of 1997.

6. Reform of the financial sector, improvement of the
banking sector’s performance, expansion of loan avenues
by providing small and mid-size loans at preferential
conditions, and funding small and mid-size projects.

As indicated in the chosen alternative, the GDP will grow at an
annual rate of 9.38 percent. Furthermore, sectoral growth rates
were calculated in light of their historical flexibility pursuant to
the specifications referred to in the aforementioned alternative.
Accordingly, the GDP at 1988 prices will increase from 54,654.2
billion dinars in 2009 to 85,568.3 billion dinars in 2014 (Table
4). GDP estimates were also prepared at current prices for the
years 2009-2014 as indicated in Table 5 based on a group of
deflators. As indicated in Table 6, the deflator adjusted inflation
rate will reach 41 percent during the plan period of 2010-2014,
as compared to the previous rate of 22 percent. It is worth
noting and emphasizing that both the financial and monetary
policies must consider this inflation rate out of concern for its
known impact on spending habits.

It is also worth noting that all future estimates and analyses of
plan results must be at 1988 prices or any other base year as
the estimates at current prices set forth in Table 5 are subject
to significant and continuous fluctuations in light of the price
fluctuations that will occur.



Gross Domestic Product Estimates for Plan Years 2010-2014 at 1988 Prices

JE2 (Bilions of Iraqj Dinars)
Activities PHEn [RELD Flan Years

of Growth 2010 2011 2012
Crude oil extraction 10.5 22,971.2 25,383.2 28,048.4 30,993.5 34,247.8 37,843.8
Commaodity activities
Agriculture 5 4,442.7 4,664.8 4,898.1 5,143 5,400.1 5,670.1
Manufacturing 6.3 1,234.9 1,312.7 1,395.4 1,483.3 1,576.8 1,676.1
std”o'ty’ neEET e 15 875.8 1,007.2 1,158.2 1,332 1,531.8 1,761.5
Building and 7.6 1,996.4 2,148.1 2,311.4 2,487 2,676.1 2,879.4
construction
Other forms of mining 5.7 105.6 111.6 118 124.7 131.8 139.3
Distribution activities
Transportation,
transport and 4 1,885 2,074.8 2,157.8 2,244 1 2,333.9 2,427.2
communications .
timelzesl Emel el 5.8 3,544.2 3,749.8 3,967.2 4,197.4 4,440.8 4,698.4
commerce
Banks and insurance 16 904.4 1,049.1 1,217 14,117.7 1,637.5 1,899.5
Service activities
Social services 12 9,243.2 10,352.4 11,594.7 12,986 14,544.44  16,289.7
Personal services 1.8 615 626.1 637.3 648.8 660.5 672.4
Home ownership 7.4 6,725.8 7,223.5 7,758 8,332.1 8,948.7 9,610.9
Ciross eermeste 9.38 546542 59,7808 653882  71,521.6  78230.3  85568.3

product

Table 5 Gross Domestic Product Estimates for Plan Years 2010-2014 at Current Prices

(Billions of Iragi Dinars)

Activities
Crude oil extraction

2009 2010 2011 2012
101,853,066.9 138,546,274.5 188,458,020.8 256,351,114

2013 2014
348,702,706.3 474,324,361.7

Commodity activities

Agriculture 63,628,081.3 118,051,474.8 219,029,486.8 406,375,963.3 735,962,662.5 139,886,339.2
Manufacturing 2,803,046.9 3,529,028.6  4,441,606.8 5590,132.4  7,035928.3 8,855,160.251
stcmc'ty' W g 1,686,633.7 2,191,845.7 2,848,106.8370 3,701,309.3  4,809,851.4  6,250,153.57
Slulleliyg) e 0,002,727.9 14,966,844 22,417,649.9 33,576,080.2 50,291,638.1 75,324,226.26
construction

Other forms of mining 643,581.8 07,6693.9  1,482,964.4 22504513  3,415647.3 5,183,978.115
Distribution activities

Transportation,

transport and 24,573,784.4 35,677,2031 51,797,782.6 75,201,690.6 109,182,506.6 158,511,873.2
communications :

lilnglezaite el et 15,005,310.2 19,883,886.6 26,190,670.7 34,499,455  45442523.7 59,857,774.67
commerce

Banks and insurance 3,007,312.4  4,368,928.3 6,162,858.3  8,692,958.3  12,261,400.1 17,295,440.56
Service activities

Social services 17,250,472.4 21,986,796.1 28,023,519.8 35717,481.4 455243235 58,023,381.99
Personal services 3,851,583.7 5,160,167.7 6,912,257.6  9,260,676.8  12,406,823.4 16,621,544.31
Home ownership 17,181,003.8 24,578,563 35,161,129 503,004,342.2 71,958,389.4 102,941,328.5

Gross domestic
product

261,657,505.4 389,917,706.4 592,926,063.6 921,517,746.8
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The Plan’s Economic and Social Framework

Table (6)

Activities

Crude oil extraction
Commodity activities
Agriculture

Conversion industry

Electricity, water and
gas

Building and
construction

Other forms of mining

Distribution activities

Transportation,
transport and
communications
Wholesale and retail
commerce

Banks and insurance
Service activities

Social development
services

Personal services

Home ownership

23.1

76.7
18.4

13.0

39.2
43.6

39.6

24.5
21.6

13.8

31.6
33.2

4,433.9

14,321.9
2,270.6

1,925.8

5,005.4
6,094.5

12,317.7

4,259.2
3,424.7

1,866.3

6,262.7
2,5654.5
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GDP Deflators (Billions of Iragi Dinars)

2010

5,458.2

25,306.9
2,688.4

2,176.2

6,967.5
8,751.7

17,159.5

5,302.7
4,164.5

2,123.8

8,241.8
3,402.6

2011

6,719

44,717.2
3,83.0

2,459.1

9,698.7
12,567.5

24,004.9

6,6601.8
5,064.0

2,416.9

10,846.2
4,632.2

2012

8,271.1

79,015.4
3,768.7

2,778.8

13,600.6
18,046.9

33,510.8

8,219.2
6,157.8

2,750.5

14,273.5
6,03666666

10,181.8

139,620.1
4,462.2

3,140.0

18,792.9
25,0156.4

46,781.1

10,233.0
7,487.9

3,130.0

18,784.0
8,041.2

12,633.7

246,708.8
5,283.2

3,5648.2

26,159.7
37,214.5

46,781.1

12,740.0
9,105.3

3,562.0

24,719.7
10,710.9



1.12 Estimates for Gross Fixed
Capital Formation (Investment)

Usually, and in light of the data available, the capital coefficient
(k7y), i.e., the ratio of capital to output, is used to estimate the
magnitude of the investment necessary to achieve the target
growth rate. Because it was not possible to calculate this
coefficient on a sectoral level, the aggregate capital coefficient
was used to estimate the magnitude of investment in gross
fixed capital formation. The coefficient is 4:1, i.e., four units of
capital are needed to produce one unit of output.

This correlation has been demonstrated by the Iragi economy
over the past decades, particularly during the years 1980-
1989, the First Gulf War years. As for the most recent years
2004-2008, in light of the adjustments made to output and
formation figures, in light of the proposals to re-evaluate the
prices for processed petroleum to national refineries, and in light
of the magnitude of subsidies entering into gross fixed capital
formation, the decision was made to adopt this correlation until
a coordinated time series of overall economic indicators has
been prepared.

In any event, a ratio of 4:1 is the acceptable ratio and, in light
of this ratio, the magnitude of overall investment was estimated
at US$186 billion. It is arrived at by multiplying the increase
in output at fixed prices by 4 and converted using a foreign
exchange rate of US$1 equal to 1,170 dinars.

1.13 Labor Force

To estimate the labor force needed to execute this plan,
and using the method of labor to output (L/Y) or productivity
(Y/L), the target output increase and assuming a magnitude
of investment of US$186 billion, more than 4.5 million job
opportunities will be created and available over the coming
years (2010-2014). However, it is worth noting that this figure is
for illustrative purposes and may be lower in light of the nature
of projects included in the plan and the funding investment that
will be achieved from nongovernment funding sources. In any
event, it is likely to be no fewer than 3 million job opportunities
in addition to what is currently being achieved.
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Population and Labor Force

The International Conference on Population and Development,
held in Cairo in 1994, is considered an important turning point
in the history of worldwide concern for population policies. Iraq,
however, did not participate in the conference, to avoid taking on
any direct or indirect commitments with regard to the population
policies outlined in the conference’s agenda. This created an
official absence of declared population policies in Iraq.

For decades, Iragi development plans had not reflected the
crucial relationship between population and development, but
instead had sought to neutralize that relationship’s positive
and negative effects. Positive effects included promotion of
investment and growth and improvement of quality of life;
negative effects included revival of unsustainable consumption
and production patterns that waste Irag’s nonrenewable
resources, especially oil.

Population was neglected, as was its status as a functional
correlation variable affecting the change in macroeconomic
components; the structure of economic activity; equilibrium
in the job market; and trends in, and forms of, employment
and unemployment. The unavoidable truth is that one cannot
comprehensively address the challenges facing the Iraqi
economy, now or in the future, outside the framework of a clear
vision and objective analysis of the population’s demographic,
quantitative, and qualitative problems. The current national plan
seeksto acknowledge this fact by embodying the developmental
correlations between population and development. It seeks
to do so by adopting a development policy that reflects our
new understanding of these correlations, supports expanded
choices for all of the population, and ensures human rights
based on the fact that development is development of the
people, by the people, and for the people. The plan also seeks
to acknowledge the reality of current failures, along with their
short- and mid-term effects, and to address them. The biggest
developmental challenge in the area of population will be the
extent to which it can fulfil the current generation’s needs
and improve their quality of life without jeopardizing future
generations’ ability to fulfill their needs.

The absolute population growth rate in Irag has risen rapidly
and continually and has not been affected by growth or decline
in the lragi economy over time. This was confirmed by the
results of the five general population censuses conducted
in Irag beginning in 1947 and ending with the most recent
in 1997. It was also confirmed by population surveys and
estimates prepared by the Central Statistics Organization
(CSO) in 20083. Data show that the Iragi population increased
from about 8 million people in 1965 to 12 million people in
1977, to 16 million people in 1987, to 22 million people in 1997,
to 26 million people in 20083 to 30.5 million people in 2008. The
Iragi population is expected to reach 35 million people by the
year 2014,

The absolute population increase is the natural result of the
rise in the population growth rate, which remained at the high

34  National Development Plan for the Years 2010-2014

rate of 3.1 percent during the 1970s and 1980s. At that time,
the government urgently desired to increase it further, so it
adopted programs and procedures aimed at providing financial
and moral incentives such as encouraging early marriage and
increasing provisions for the families of state agency workers
with four or more children. The birth rate declined for the first
time after 1990. Official estimates indicate that the population
growth rate in Iraqg fell to 2.8 percent as a result of unique,
well-known circumstances in Irag at that time. Specifically,
the overall fertility rate fell from 6.2 percent in 1987 to 4.7
percent in 1993; the infant mortality rate rose from 64.1 per
1,000 births in 1987 to 111.7 per 1,000 in 1994; and the
birth rate fell from 43 per 1,000 live births in 1974 to 38 per
1,000 1994." The comprehensive economic embargo also
exacerbated the demographic situation and created obstacles
that persisted and were compounded by other problems not
previously experienced in Irag. These included a lack of interest
in marriage and preference for migration among youths; return
of foreign workers to their countries; and an increase in the
cost of living.

Irag went through a complete transformation after 2003 that was
replete with variables that affected population demographics,
including a decline in the overall fertility rate to 4 percent in 2006
(it still remains 65 percent higher than the international rate of
2.6 percent); a decline in birth rates to 31 per 1,000 people per
the results of the cluster survey conducted for 2006; a decline
in the infant mortality rate to 35 per 1,000 live births during the
period 2001-2005; and an increase in the number of displaced
people within and outside Irag. The International Organization
for Migration (IOM) estimates that one-fifth of Irag’s population
has emigrated.

Despite the decline in most demographic indicators after 2003,
Irag’s population growth rate has remained, and is expected
to remain, at 3 percent over the mid- and long term because
of increased birth rates and decreased death rates resulting
from the expanded provision of preventive care and medical
services. This rate is considered the reason that Iraq has been
late in entering the demographic dividend zone. Accordingly,
the current development plan will seek to contain these
population phenomena using procedures and programs with
insightful, calculated, and logical objectives that are founded on
planning and organizational trends, so that population quantity
and quality are used to guide development policy in Irag with
an eye toward sustainable development.

1 As indicated in various studies, fertility rates affected primarily by the mother’s
educational level, and despite all circumstances, women'’s educational rates are
increasing (slowly). Fertility rates are therefore falling. Wars and unemployment
may lead to an increase in fertility rates.



The population growth rate naturally affects the age of
population groups and the shape of the population pyramid.
Population censuses indicate that there have been tangible
changes in the population’s age structure. The under-14
year old age group increased from 45 percent in 1970 to 47
percent in 1987 and declined to 44.2 percent in 1997. This
trend is best explained by the decline in female fertility rates
and the increase in death rates as a result of wars and the
embargo. Their share of the population continued to decline
after 2003, reaching 38.49 percent in 2008. This is in sharp
contrast to countries with high human development, where the
rate is no more than 19.6 percent. The high rate increases the
burden on the budget, for it requires increased spending on
education and health. It also imposes pressures on economic
resources to cover the consumption needs of this age group
that are outside the scope of economic activity. This trend
expanded the base of the population pyramid and gave it the
feature of a young pyramid with high economic vitality. The
base began to shrink, however, after 2003. As for the working
age (15-64 years) population group, it gradually declined from
49.8 percent in 1970 to 47 percent in 1987, as a result of the
younger group’s relative magnitude. It increased again in the
1990s, reaching 52.2 percent in 1997 as a result of decline in
the relative magnitude of the first age group. Statistical surveys
have confirmed that after 2003, the gradually increasing trend of
this population group continued until it reached 58.44 percent
in 2008. In contrast, the 65+ year age group declined from 5.1
percent of the population in 1970 to 3.4 percent in 1987 and
2.8 percent in 1997. It increased slightly after 2003 to reach 3.7
percent in 2008.

In Iraq, the ratio of males to females remained almost equal for
the entire period between 1970 and 2008. External migration
did have slight effects on the percentage of males. Population
statistics indicate that males accounted for 51.4 percent and
females accounted for 48.6 percent of the total population.
These percentages remained relatively stable, with a slight
change noted after 2003; the percentage of males declined to
50.88 percent and the percentage of females increased to 49.12
percent of the total population in 2008. External migration is a
convincing reason for the decline in the percentage of males in
Iraq after the events of 2003.

There has been an increase in the urban population as
compared to the rural population since 1997, when the rates
were 75 percent and 25 percent, respectively. The nature of
development policies implemented previously, the mechanism
for distributing investments geographically among provinces,
and the effects of internal migration all played a role in defining
the population’s distribution in Irag. Surveys have shown that
internal migration contributed to a 45 percent urban population
growth rate during the period 1960-1980. Its contribution
declined to 29 percent during the period 1980-1995 as a result
of state efforts to limit population mobility through economic,

social, and legal means. There were also reverse migration
phenomena during the years of the economic embargo. After
2003 however, the trends in distribution changed. In 2008, the
rural population increased to 35.76 percent, while the urban
population declined to 64.24 percent. Spreading violence
in the main provinces and their centers, as well as forced
migration, played a major role in the nature and percentage of
that distribution.

The economically active population falls within the 15-64
years age group. They represent the labor force available in
the economy. They can be categorized as the employed and
unemployed.

The 1997 General Population Census indicates that 23.5
percent of the total population participated in economic activity.
This figure increased to 24.8 percent in 1987, declined to
23 percent in 1997, and then increased after 2003 to reach
29 percent in 2008. However, the slight increase and then
continued decline for decades, as compared to international
rates, was an inevitable result of the economic recession; the
lack of employment opportunities available to working-age
population groups entering the job market for the first time;
and the continuing deterioration in the security situation after
20083, which limited the possibilities for participation by the
economically active population of working age.

There was a decline in the rate of participation in economic
activity by the working-age population from 45.2 percent in
1987 to 43.6 percent in 1997. There was a relative increase
after 2003, when the rate reached 52 percent in 2008.
Effectively, participation by the working-age population in
economic activity fell by half. These data are considered to
be statistical confirmation of the presence of unemployment
in the ranks of the actual labor force. However, looking at the
distribution of the economically active population by gender
males accounted for 46 percent and females accounted for 11
percent in 2008. This explains the decline in the rate of female
participation in economic activity, despite the comparable ratio
of males to females in the population as a whole, as well as
their comparable ratio in the working age population, where
females accounted for about 53 percent of the total in both
of these categories in 2008. In contrast, the percentage of
male participation in economic activity accounted for about 83
percent as compared to females, whose participation was only
17 percent per 2008 statistics (Table 7).
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2. Population and Labor Force

Table 7 Population, Working-Age Population, Economically Active Population, and Participation Rates for the Years
Economicall Economicall FEIE G
2002- . Working Age . v . Y % of Working Economic Working Age /
Year Population : Active Active of ) o :
2004-2008 Population . . Age Population Activity Rates ~ Working Age
Population Working Age .
Population
Males 12,814,121 6,789,847 5,724,359 5,520,812 52.99 44.67 81.31
2002 Females 12,750,714 6,670,880 1,201,175 1,173,210 52.32 9.42 17.59
E"ﬁ; :S”d 25,564,835 13,660,784 6925534 6,694,022 53.44 27.09 49.00
Males 13,629,337 7,269,084 6,154,288 5,948,151 53.33 4515 81.83
2004 Females 13,510,248 7,113,984 1,351,909 1,322,989 52.66 10.01 18.60
:\:/l;lf:l:snd 27,139,585 14,596,762 7,506,197 7,271,141 53.78 27.66 49.81
Males 15,394,248 8,274,241 7,129,446 6,916,433 51875 46.31 83.59
2008 Females 15,183,550 8,052,637 1,717,759 1,686,677 53.04 11.31 20.95
Malesand 54577708 16,571,888 8847205 8,603,110 54.20 28.93 51.91
Females

2.4.1 Labor Force and Employment

The working-age population is society’s inherent power, as it
constitutes the available labor force. A portion of that population
must be discounted because of voluntary and obligatory
unemployment. This increases the degree of dependence in
the economy, which were 113 in 1977. It is worth noting that
the degree increases as the population growth rate increases
when compared to the labor force growth rate. This has been
confirmed by historical statistics for the period 1977-1997. The
population growth rate was 3.1 percent, while the labor force
growth rate was no more than 2.7 percent. That is because,
during that period, the labor force was affected by a number of
demographic, economic, and social factors including the Iragi
population’s age structure, which tended toward a population
group under 14 years, the limited availability of educational
opportunities that facilitated participation in the job market, and
the low rate of female participation in economic activity. Post-
2008 statistical surveys conducted in Irag have confirmed a
tangible decline in the degree of dependence within the Iraqi
economy. Indeed, it fell to 76 in 2008, when the population’s
age structure changed and the working-age group increased
to 568.44 percent. This increase not only means a decline in
the degree of dependence but also the availability of additional
labor supply entering the job market, estimated to be about
1,331,970 workers for the 2004-2008 period. This presents a
serious challenge to the current development plan, namely, the
extent to which it will be capable of creating job opportunities
for the additional current and future labor supply in light of
productivity, financial, and institutional constraints, as well as
the clear disparities in the size and distribution of the labor force
by economic activity and sector.

The total labor force in Iraq, both in private and public
sectors, was estimated to be 5,072,811 in 2002 and grew to
7,664,177 in 2007. The employment rate of the labor force
in the public sector was 19.3 percent in 2002 and declined
to 14.7 percent in 2007 because of changes in the form and
content of employment in Iraqg after 2003. The private sector
had a higher rate, which increased from 80.7 percent in 2002
to 85.3 percent in 2007. This disparity in labor distribution rates
between the private and public sectors was accompanied by
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a clear disparity in the labor distribution by economic activity
in 2007. The private sector had the highest employment rates
in the fields of agriculture, fishing, and wholesale and retail
commerce, where the rate was 98 percent. This was followed
by a 90 percent employment rate in the fields of building and
construction, 82 percent in the fields of transportation and
communications, and 66.5 percent in conversion industries.
The private sector recorded a decline in employment rates in
the fields of mining, quarries, and extraction at 14.5 percent,
water and electricity at 18.5 percent, and the service sector at
35 percent. Employment rates were evenly distributed between
the public and private sectors in the fields of finance and
insurance. Based upon these data, the NDP seeks to provide
the institutional environment necessary to support and promote
the private sector as well as render it a principal and effective
partner in implementing development objectives, thereby
creating new jobs that absorb the increase in accumulated and
anticipated labor supply indicated by the statistical data.

Modernization also negatively affected the nature of employment
trends in Irag. The percentage of employees involved in non-
commodity activities went from 59 percent in 2006 to 82
percent in 2008, pointing to the conversion industry’s inability
to absorb the increase in the labor force; only 5.9 percent of
employees worked in that sector in 2006. This rate increased
to 18.7 percent in 2008, confirming that the labor force’s
rural-to-urban migration was the result of industrial factors
and attraction, as is the case in developed countries. Rather,
it was the result of the factors of eviction from rural areas.
Looking at the employment structure by gender the rate of
female participation in economic activity is low and influenced
by institutional, cultural, economic, and legal factors that have
exacerbated the severity of this decline when compared to
males. This will be addressed in more detail in the section
analyzing gender and society in chapter 8.

2.4.2 Unemployment

The high unemployment rate phenomenon was not prominent
during the 1980s and 1990s because of the mandatory military



draft that applied to most of the economically active population.
The unemployment rate was no higher than 5 percent per
1987 statistics. However, after 2003, unemployment rates
skyrocketed, their trends varied, and their underlying reasons
multiplied and were compounded by current conditions,
resulting in an increase in the unemployment rate to 28 percent
pursuant to the CSQO’s 2003 employment and unemployment
survey. The rate subsequently declined to 18 percent in 2006
and 15 percent in 2008 as a result of the employment policy
adopted by the government after 2005 that aimed to increase
employment by the state and the security apparatus.

The employment and unemployment survey data also showed
that unemployment rates among males were higher in 2003,
reaching 30.2 percent and declined to 14.3 percent in 2008.
In contrast, unemployment rates among females increased in
2008 to 19.6 percent after they had been 16 percent in 2003.
The unemployment rate for youth between the ages of 15 and
24 years increased to 30 percent, and the rate for males within
that category was 30 percent, as compared to 32 percent
for females. Individuals in the 60-64 years age group had the
lowest unemployment rate at 4.63 percent based on the results
of the 2008 survey.

The differences are even clearer when comparing urban and
rural areas. The unemployment rate in urban areas declined
from 30 percent in 2003 to about 16 percent in 2008, while
the rate declined in rural areas from 25 percent in 2003 to
13 percent in 2008 (Table 8). The lack of security, failure of
reconstruction projects to create new job opportunities, decline
in investment spending allocations as a percentage of total
public spending, absence of foreign investment supporting the
principle of national labor employment, and the inefficacy of
external grants and loans in creating job opportunities are all
considered factors in raising unemployment rates in Iraq.

1. Irag’s population growth rate remains high despite the
slight decline over the mid- and long term as a result of
the rise in the overall fertility rate, which spurs a continual
increase in consumption spending rates to fulfill the needs
of consumers in population groups below the working-age
as well as the over working-age groups, which are paid for
from investment spending.

2. Less than half of Irag’s population are consumers; the rest
are producers responsible for helping both themselves
and the consumer segment of society. This puts pressure
on economic resources and makes it challenging for the
job market to create new job opportunities.

3. The decline in the rate of participation in economic activity
by the population group between the ages of 15 and 64
years despite the rise in their proportion of the overall
population.

4. Unemployment rates are still high. They have noticeably
stabilized among the youth category; however, females in
this category maintain a higher rate than males.

5. The increase in modernization has had a negative impact
on employment trends in Irag. Statistical data has shown

concentration of the labor force in non-commodity activities
at the expense of commodity activities, which has led to
increases in their prices.

The employment policy has been inefficient in responding
to the needs of Irag’s job market because of its overall
detachment from the economic mechanisms that should
govern the course of its components.

A sound population policy would aim over the long term
to reduce the overall fertility rate and thus the population
growth rate so Iraq can prepare to enter the demographic
dividend.

The Iragi economy’s efficiency must improve by increasing
the absorptive capacity of investment in order to increase
the level of productivity and output and ensure coverage
of the increases in aggregate effective demand for both
the consumer and producer categories. This reduces the
pressure on economic resources.

Advancedtrainingand qualification programs can contribute
to empowering the Iragi labor force and increase its skill
level in a manner consistent with and complementary
to Iragi job market needs, thereby increasing the rate of

participation in economic activity.

Affirmation of women’s economic role by adopting a
strategy to improve their economic and social conditions
would empower them and expand their options and
participation. This would, in turn, reinforce the culture
of parity and equality between genders in obtaining job

opportunities.

Iragi youth need to be empowered and their effective
participation encouraged in areas that support the paths
of sustainable development.

To ensure the efficacy of employment policy, there must be
balance for the labor force that achieves harmony between
labor supply and demand. The development plan should
evaluate the country’s actual needs from the available
labor force and ensure the accuracy of its quantitative and
qualitative sectoral trends.

To contain population movements resulting from
urbanization, it is necessary to adopt advanced agricultural
policies that make rural development a priority, attract and
settle migrantlabor, correct the sectoral problem of enlarged
non-commodity sectors, and encourage the private sector
to invest in rural areas and develop animal resources. For
its part, the state would provide a comprehensive system
of agricultural incentives that encourage investors and
farmers to use modern technology and improved seeds to

boost farmers’ output and income.

To address structural problemsin the labor force distribution
between commodity and non-commodity sectors, it is
necessary to select and support the sectors that absorb
large numbers of the labor force; that is, sectors that use
a labor-intensive and less capital-intensive production
approach, such as the construction and building sector

National Development Plan for the Years 2010-2014 37




S v i

Population and Labor Force

Table 8 Unemployment Rates in Irag by Environment and Gender for the Years 2003-2008?2
Urban Rural Urban and Rural
Males Females Males Females Males Females

20032 31.1 22.3 30.0 28.9 6.7 25.4 30.2 16.0 28.1
20042 28.3 22.4 27.7 31.2 3.1 25.7 29.4 15.0 26.8
2005° 18.6 22.7 19.3 20.2 2.6 16.9 19.2 14.2 18.0
2006* 19.7 37.4 22.9 15.0 8.0 13.2 16.2 22.7 17.5
20074 11.4 14.7 11.9 12.3 5.0 11.0 1.7 11.7 11.7
18t Quarter 16.0 26.0 17.8 17.3 11.3 16.1 17.1 23.4 18.2

»  2vQuarter 13.4 25.4 156.5 15.8 8.4 14.0 16.1 19.5 15.9
& 3 Quarter 12.3 26.1 14.7 14.6 7.5 12.9 13.8 18.5 14.7
4t Quarter 10.6 22.5 12.7 11.8 6.3 10.5 11.3 17.4 12.5
Average 20082 13.7 25.0 15.2 15.2 8.4 134 14.3 19.7 188

Excluding the Kurdistan region.
Excluding Erbil and Dahuk
Urban data for the urban centers

A OWONO

and the service sector. This will effectively contribute to
addressing high unemployment rates.

9. To achieve a complementary partnership between the
public and private sectors there must be an economic/
institutional/legal framework that ensures promotion of this
partnership and encourages the private sector to increase
productive investment rates, embarks on fields that used
to be monopolized by the public sector, and build a build-
operate-transfer (BOT) method that crowns the efficacy of
this partnership.

2.7 Vision

The vision is to design a population policy aimed at achieving
a balanced population growth rate that results in better
human development and considers job market needs, thereby
securing achievement of an optimal employment rate for the
labor force.

2.8 Objectives and Means of
Achieving Them

The plan seeks to translate the vision by adopting the objectives
outlined below.

First objective: Reduction of unemployment rates
from 15 percent to 7 percent during plan years by:

1. Adopting alabor-intensive technique in economic activity to
create new job opportunities and contribute to absorption
of additional job seekers.

2. Supporting sectors that absorb large numbers of workers
S0 as to reduce unemployment, including the construction
and building sector and the service sector.

38 National Development Plan for the Years 2010-2014

Central Statistics Organization. Surveys of Employment and Unemployment in Iraq for the Years 2003-2008.

3. Crafting a new economic policy focused on liberating the
market and working to support the private sector and
reinforce its participation in economic activities so as to
promote growth and create job opportunities.

Second objective: Increase in economic participation
in general and female participation in particular by:

1. Reconsidering all economic, financial, and business
regulations and laws governing promotion of economic
activity.

2. Increasing private sector investments through legal,
institutional, financial, and monetary incentives.

3. Providing unemployment benefits to help the unemployed
start small projects and contribute through various
economic activities.

4.  Employing programs that promote and reinforce the skills
of workers, particularly female workers.

Third objective: To connect educational and training
system graduates and labor market needs in terms of

educational levels, specializations and skills by:

1. Reconsidering the qualitative and quantitative aspects of
the educational and training systems.

2. Benefiting from educational and technological advances
and their incorporation in academic curricula.

3. Quick and timely responsiveness to job market needs via a
labor force trained using state-of-the-art technologies.



Fourth objective: Improve the quality of the labor
force by:

1. Preparing a special training policy that works to qualify
labor and takes on a principal role in making the requisite
structural changes.

2. Working to restructure training centers throughout Irag
and provide all practical training needs, both material and
human.

3. Assumption by training centers of responsibility for
improving training levels to enable the private sector to
establish small projects.

4. Work to study some international systems that provide
training for different skills so as to rely on the best of them,
and developing them in a manner that suits the needs of
the Iraqi job market.

Fifth objective: To increase the labor force’s efficiency
and productivity by:
1. Pursuing modern work systems and methods.

2. Directing human resource development programs so as to
fulfill the needs of rapid development in various aspects of
life and benefit from the incredible advances in the field of
information technology.

3. Defining orientations and objectives to develop the skills and
capabilities of the working-age population and preparing
them for incorporation in the production process.

Sixth objective: Work to create job opportunities
throughout Iraqg so as to ensure a balanced

distribution of the labor force by:
1. Deuvising a spatially balanced employment policy.

2. Geographically redistributing investments while considering
a location’s comparative advantage.

3. Keeping labor laws flexible and working to modernize them
in accordance with economic and social advances.

Seventh objective: Arrive at the optimal employment
level for the labor force by:

1. Diversifying the economy and reinforcing the importance
of the growth of non-oil economic sectors.

2. Addressing instabilities in the labor force structure based
on their sectoral and gender distribution .

3. Adopting an effective employment policy grounded in
reality.

4.  Empowering the producer category in the economy.

Eighth objective: Promotion of worker performance
levels in the public and private sectors by:

1. Embodying modern administration principles in training
programs.

2. Developing trainees’ personal skills by adopting high-
quality training programs that are consistent with the
economy’s identified needs.
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As of 2010, Iraq has completed a 60 year path of development
that can be described as rich in achievements as well as difficult
setbacks, which lead the Iragi economy to a complete collapse. This
made the economy vulnerable to the external world in terms of its
overall indicators as can be seen when the economy moved from
positive growth and development in the 1970s towards the retraction
and eventual collapse of the 1980s.

Overall indicators show that Irag’s economy transitioned from a
phase of development and growth during the 1970s, to recession
and collapse in the 1980s and 1990s, to a stage of recession
between 2003 and 2006, and finally to a stage of growth after 2007.
This chapter sheds light on the historical development of Irag’s
macroeconomic indicators.

3.1 National Income and Per
Capita Income

As Irag implemented consecutive development plans during previous
decades, it witnessed severe fluctuations in the national income and
per capita national income growth rates. Local production increased
in favor of agriculture and industry, while crude oil continued to
dominate as the source of foreign currencies. The national income
jumped from 938 million dinars in 1970 to 15,440 dinars in 1980, i.e.,
a 939 percent increase between 1970 and 1980.

Theextensive efforts exerted inthe 1970s to achieve the nationalization
of ail and its price increases may explain the substantial increase in
the national income during that decade. This growth rate declined in
the 1980s, with the national income reaching 13,009 dinars in 1985.
This was a result of the First Gulf War and stoppage of Iraqi crude oil
exports, both of which had negative effects on the national income.
However, the increase in national income subsequently continued,
reaching 47,942 million dinars in 1990. It then increased to 46,635
billion dinars in 2000 and fell to 25,729 billion dinars in 2003. The
decline resulted from the changes that took place in 2003 as shown
in Table 9. National income reached 100,101 dinars in 2007, an
increase of 74 percent between 2003 and 2007.

Change in National Income and PerCapita
Income at Current Prices for the Period 2003
through 2007

Table 9

National Income
(millions of dinars)

Per Capita Income

UEET (Iraqi dinars)

The fluctuations in national income have obviously influenced
per capita income. Thus, it increased from 98 dinars in 1970 to
1,166 in 1980, and then decreased to 835 dinars in 1985. For the
aforementioned reasons, per capita income rose to 2,680 dinars
in 1990 and 1.9 million dinars in 2000. It decreased to 0.98 million
dinars in 2003 and then increased again, due to the increase of Iraqi
crude oil exports, to approximately 3.4 million dinars in 2007. This
constituted an average growth of 24.4 percent between 2003 and
2007 at current prices.

3.2 Gross Domestic Product and Per
Capita Gross Domestic Product

Irag’s GDP increased from 1.2 billion dinars in 1970 to 15.8 billion
dinars in 1980 at current prices. This constituted an overall increase
of 1246 percent and a compounded average growth rate of 29.7
percent between 1970 and 1980. This obviously influenced per
capita GDP, which increased from 123 dinars in 1970 to 1,191 dinars
in 1980. However, this increase slowed in the 1980s when the GDP
fell to 15 billion dinars in 1985. It rose to 56 billion dinars in 1990.
Despite this increase, the average rate of GDP growth fell to 13.6
percent at current prices between 1980 and 1990, and 4.5 percent
at fixed prices during that period. As a result, per capita GDP fell
to 963 dinars in 1985. Undoubtedly, this deterioration was a result
of the mobilization of economic, financial, and human resources to
support military activities. This deterioration was further exacerbated
by the stoppage of Iragi crude oil exports from the Persian Gulf and
stoppage of the pumping of oil through Syria in 1982. This was
coupled with reduced production in most industrial establishments
because of lack of human resources and insufficiency of foreign
currency to import the intermediate commaodities and raw materials
needed for most economic activities, particularly conversion
industries, but the transport and communications sectors as well.

During the 1990s, GDP increased until it reached 6.7 trillion dinars
in 1995 and almost 50 trillion dinars in 2000 at current prices. This
increase influenced per capita GDP, which increased from 3,126
dinars in 1990 to 326,000 dinars in 1995 and more than 2 million
dinars in 2000. Economic growth data indicate that, between 2003
and 2007, the GDP, as measured at current prices (Table 10),
increased from 29.6 trillion dinars in 2003 to 111.5 trillion dinars in
2007, a 277 percent increase during that period and an average
annual growth rate of nearly 39 percent. When measured at fixed
prices, GDP grew from 27 billion dinars in 2003 to 48.5 billion dinars
in 2007, a growth rate of 80 percent for that period, or an average

2003 25,728,748.0 976,794.0 growth rate of 16 percent per year. This reflects the presence of high
2004 46,928,315.7 1,728,935.7 inflationary pressures.
2005 65,798,566.8 2,353,058.2
2006 85,431,538.8 2,926,339.0
2007 100,100,816.6 3,372,433.0
Table 10 Change in GDP and Per Capita GDP at Current and Fixed Prices for the Years 2003-2007
GDP at current prices PRI GEiE G.DP e GDP at fixed prices Per capita GDP
Year " D current prices i _ . )
(millions of Iragi dinars) aqi ding (millions of Iragi dinars) at fixed prices
2003 29,585,788.6 1,128,227.0 26,990.4 1,025
2004 53,235,358.7 1,961,509.2 41,607.8 1,223
2005 73,5383,598.6 2,629,674.9 43,438.8 1,226
2006 95,587,954.8 3,274,233.0 47,851.4 1,661
2007 111,455,813.4 3,754,986.0 48,510 1,634
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These increases influenced per capita GDP, which increased
from approximately 1.1 million dinars in 2003 to approximately
3.8 million dinars in 2007 at current prices, an increase of
234 percent. Per capita GDP also increased at 1998 prices.
Specifically, it rose from 1,025 dinars in 2003 to 1,634 dinars in
2007, an increase of 58 percent.

3.3 Gross Domestic Product by
Economic Activity at 1988 Prices

Economic sectors have contributed to the GDP at varying rates
during the course of Iragi development. However, despite any
variation, oil, mining, and quarries have contributed the most
to GDP generation. Their rates have fluctuated over time as a
result of unsteady internal and external political and economic
circumstances. Furthermore, crude oil prices have been heavily
influenced by international factors. Accordingly, its contribution
to GDP in the early 1970s was influenced by the nationalization
of oil. Specifically, it was only 32 percent in 1970 and increased
to 64.5 percent in 1979 as compared to a contribution of 14.1
percent from the agriculture sector, 1.3 percent from conversion
industries, and 16.1 percent from the social development
services sector.

Table 11

Year 20083
Agriculture, forests and hunting 3,850.3
Mining and quarries 13,930.0
Crude oil 13,917.1
Other types of mining 12.9
Conversion industries 1,243.9
Electricity and water 200.0
Building and construction 258.4
Commodity sectors 33,412.6
l’g:;gp:rt, communications and 1,259.9
Wholesale, retail commerce and hotels 1,056.4
Money, insurance and airport services 1,119.9
Banks and insurance 88.7
Distribution sectors 3,624.9
Home ownership 1,031.2
Sé)r(\clliileind personal development 4.241.9
General government 3,891.2
Personal services 350.7
Service sectors 9,515.0
Total by activity 27,160.7
Less calculated service 170.3
GDP 26,990.4

¥

’

During the 1980s, these percentages were influenced by
involvement in the First Gulf War. The contribution by the ail,
mining, and quarries sector to GDP fell 32.7 percent in 1989;
the agricultural sector’s contribution was 16.5 percent, the
conversion industries sector was 14.1 percent, and the social
development services sector was 19.5 percent during the
same year. These percentages fluctuated during the economic
sanctions and influenced the contributions by the various
sectors to generating GDP. The contribution from oil, mining,
and quarries rose during the economic sanctions period to 50.7
percent, the agricultural sector accounted for 21.3 percent,
and the conversion industries’ share fell to 8.1 percent after the
closure of most factories.

After 2003, the sectors’ contribution to GDP was influenced
by political and economic events. As Table 11 shows, the
contribution from oil, mining, and quarries increased from 59.9
percent in 2003 to 85.8 percent in 2007. The agricultural and
industrial sectors’ contributions to GDP were no greater than
9.2 percent and 2.3 percent, respectively, in 2007.

GDP by Economic Activity at 1988 Prices for the Period 2003-2007 i
(millions of Iragi dinars)

2004 2005 2006 2007

4,521.8 5,939.6 6,195.9 4,479.7
19,837.5 18,397.5 19,409.4 20,865.2
19,789.4 18,319.6 19,327.5 20,778.5
48.1 77.9 81.9 86.7
966.6 956.0 1,056.4 1,122.4
423.6 489.6 537.4 598.6
720.3 1,495.0 1,578.5 1,607.9
46,307.3 45,675.2 48,187.0 49,539.0
1,924.0 1,867.6 1,395.8 1,160.2
2,293.7 2,645.0 2,736.0 2,537.8
5,837.5 6,070.1 6,591.7 7,290.5
248.0 307.7 345.6 815.6
10,303.2 10,790.4 11,069.1 11,804.1
5,589.5 5,762.4 6,246.1 6,474.9
5,289.0 5,901.4 8,590.3 9,115.6
4,666.8 5,260.1 7,925.4 8,533.6 -
622.2 641.3 664.9 582.0 -
16,167.5 17,565.2 23,426.7 24,706.1 L
41,814.0 43,661.8 48,091.4 48,777.9 ;
206.2 223.0 240.0 267.3
41,607.8 43,438.8 47,851.4 48,510.6
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3.4 Fixed Capital Formation

The term fixed capital means the material outcome arising
from investment, mainly assets such as machinery, equipment,
buildings, facilities, and vehicles that are of a fixed nature and
are used in the production process. The stages of fixed capital
formation are considered strategic components not only in
terms of long-term economic variables but also in terms of
short-term fluctuations and their effects on the country’s overall
economic activity. The CSQO'’s historical data sources show that
the volume of domestic gross fixed capital formation increased
from 120.2 million Iragi dinars in 1960 to 159.0 million dinars
in 1969, a total increase of 32 percent and an average
compounded growth rate of 3.2 percent per year as measured
at current prices.

In contrast, it rose from 185 milion dinars in 1970 to
approximately 1,950 million dinars in 1979, a total increase
of 953.4 percent and an average compounded growth rate
of 29.9 percent per year. This increase was supported by the
exceptional increase in investments flowing into the economy
as a result of the increase in crude oil revenues. However, gross
capital formation fell in the 1980s at an annual rate of -7.5
percent because of the lack of productive capabilities during
the wars and increasingly scarce financial and technical. In the
1990s, there was a change in the magnitude of fixed capital
formation, particularly after 1995. As measured in fixed prices,
it increased from 6.2 billion dinars in 1990 to approximately 116
billion dinars in 1995 and 1,465 billion dinars in 2000.

After 2003, fixed capital formation experienced a tangible
increase. As shown in Table 12, between 2004 and 2007
fixed capital formation increased from 2.9 ftrillion dinars in
2004 to 33.8 trillion dinars in 2007 as measured at current
prices. This corresponded to an average growth rate of 128
percent per year during that period. In addition, fixed capital
formation grew from 4.3 billion dinars in 2004 to 33 billion
dinars in 2007 as measured at fixed prices. This corresponded
to an average growth rate of 97 percent per year during the
2004-2007period.

Change in Gross Fixed Capital Formation

Table 12 at Current Prices for the Years 2004-2007
(millions of Iragi dinars)

Year Fixed capital formation

2004 2,857,807

2005 10,182,362

2006 16,282,945

2007 33,832,163

The invigoration in fixed capital formation during the years
2004-2007 was the result of the increase in government
investments of all types, as well as an inflow of donations.
Fixed capital formation also increased in the public sector from
2.5 trillion dinars in 2004 to 33.6 trillion dinars in 2007, i.e., a
compounded growth rate of 136 percent (Table 13).
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Fixed Capital Formation in the Public and

Table 13 Private Sectors at Current Prices for the Years
2004-2007
Year Public sector Private sector
2004 2,487,718 370,088.0
2005 9,743,477 438,885
2006 16,013,395 269,550
2007 33,573,936 258,226

The private sector had a very low magnitude of fixed capital
formation. It also witnessed a decline down from the highest
levels achieved in 2005. Specifically, fixed capital formation
declined from 439 billion dinars to 258 billion dinars in 2007.
At its highest level in 2005, the private sector’s share of fixed
capital formation was still no more than 4.5 percent. The
increase in fixed capital formation during that period did not
represent a real increase, i.e., the creation of new productive
capabilities. Instead, it consisted primarily of compensating
for the material destruction and technical losses that afflicted
existing production capabilities. If one were to analyze the roles
of the public and private sectors, individually by activity, with
respect to fixed capital formation, the outcomes below would
be noted.

1. The public sector’s share of fixed capital formation in the
area of commodity activities increased and ranged between
50 percent and 80 percent for the period of 2004-2007. In
contrast, the private sector’s share in commodity activities,
as a percentage of the total contribution, declined to about
28 percent in 2007.

2. The private sector’s share in service activities increased.
Its lowest share in fixed capital formation in this area was
41percent in 2007, and it increased to 82 percent in 2005.
In contrast, the public sector’s share in this activity, as a
percentage of total contribution, was low, ranging from 16
percent in 2004 to 45 percent in 2007.

3. The public sector’s share in the field of distribution
activities was low. Specifically, it was 5.2 percent in 2007
as compared to the private sector’s share of 32 percent.

4. Despite the private sector’s high share in service and
distribution activities, home ownership, and building and
construction, its share of gross fixed capital formation
remained low at no more than 5 percent. This indicates
that the main sectors responsible for fixed capital
formation are oil, mining, quarries, electricity, and water.
This is in addition to the state’s social development
services: education, health, water, and sanitation. This
explains the public sector’s dominance over economic
decision making, as it possesses the material production
capacities. Accordingly, the private sector did not
participate in economic decision making.



The CSO’s historical data sources confirm that there has been a
change in total government and private consumption spending
over the past decades, increasing from 854 million dinars in
1970 to approximately 6 bilion dinars in 1980, 31.4 billion
dinars in 1990, and 12.7 trillion dinars in 2000. In the 1970s,
private consumption spending accounted for 68 percent
of total consumption; government consumption spending
accounted for 32 percent of the total. However, these shares
subsequently changed in favor of government consumption
spending, which accounted for 40 percent of the total in
1980. The situation changed drastically with the imposition of
economic sanctions; government consumption spending fell to
about 20 percent in 1990 as compared to household (private)
consumption spending, which accounted for 80 percent of total
consumption spending. Government consumption spending
began to increase again in the years following to account for 47
percent of total consumption spending as compared to private
consumption spending share of 53 percent. The fluctuation in
private consumption spending during the 1970-2000 period
can be attributed to the change in per capita income as well
as economic and political conditions. The same was true for
the fluctuations afflicting government consumption spending,
which was characterized by a noticeable increase in the late

1990s and early 2000s. This increase was not accompanied
by a significant improvement in government services and
relied almost entirely on crude oil revenues, which resulted in
competition for investment spending.

Following 2003, the magnitude of total (government and private)
consumption spending, as measured at current prices, totaled
to about 33 billion dinars in 2004. It increased to about 69 billion
dinars in 2007, which corresponded to an average growth
rate of 27.4 percent per year. The magnitude of government
consumption spending increased from 13.6 trillion dinars in
2004 to 20.9 trillion dinars in 2007. However, this increase was
counterbalanced by 