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I. IRAQ AS A CREDIT RISK —— SUMMARY AND COWCLUSIONS

1. Irag is, potentially, one of the wealthiest countries in the Middle
Zastt it has more cultivable land then its people can till, more water than
they can effectively use, and royalties from its oil resources which may grow
from a postwar peak of 2.5 million pounds sterling in 1947 to 28.9 million in
1954.1/

2. The country is still, predominantly, an agricultural one. Over 80
per cent of its population of less than 5 million are engoged in agriculture
- yet only one-~-fifth of its total cultivable area is, at present, under cul-
tivation; cultivable land is, therefore, plentiful and the possibdilities for
further agricultural production and exports are considerable, The main
obstacles to immediate development are lack of irrigation and drainage
facilities and a threatening shortage of farm labor.

3. The full development of Irag's large agricultural potential denends,
primgrily, upon irrigation, This, in turn, is predicated upon the control
of the country's rivers, the Tigris and Tuphrates arnd their tributaries.
Although water 1s relatively abundant in Iraq, its proper use has barely
begun, Destructive floods still recur every few years and irrigation, even
in the fertile area between the twin rivers, is less developed todsy than
it appears to have been centuries ago. The Iragi Government estimutes that,
through its two mein proposed flood control projects alone it could effect
a saving of over half a million dinars a year, the sum now spent annually,

on the average, for flood control and relief measures.

1/ Since oil royalties are payable on a gold basis, the amount of 20.1
million pre~devaluation pounds originally anticipated by 1954 is now
expected to be increased to 28.9 million.
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L, The third major natural resource of Iraq is oil. Since the middle
30's, when output increased sharply, Iraq has become a substantial oil pro-
ducer. The oil field at Kirkuk, where the bulk of the output is obtalned,
is said to be the largest in the world; its production is limited only by
the aveiledility of transport (pipeline) facilities.

5., At present, two 12-inch pipelines extend from the Kirkulk field to the
Mediterranean; one reaches the sea at Haifa, in Israel, the other at Tripoll,
in the Lebanon. An additional 16-inch line has been laid along each of these
two routes: & 30-inch line rumning from Eirkuk to Banias in Syria is expected
to be available by the end of 1953. %With these five lineg in full operstion,
rroduction is expected to increase from 4.7 million %tons in 1947 to over 25
million in 1954 and to continue at that rate for at least 40 years before the
Kirkuk field is likely to show signs of exhaustion,

6. Although its natural resources are plentiful and its longer range
economic future is, therefore, promising, Iraq's present economic and finan-
cial position is a rather difficult one, The rapid expansion of imports
during the first postwar year , a result of the need to replace and modernize
capital equipment and to provide congumers! goods of which the country had
been deprived during the war, led to a progressively widening gap in Irag’s
trade balance and to a rapld depletion of sterling credits accumulsated in
London during the war years. In 1947 an exceedingly poor harvest due to a
very bad drought and locust infestation resulted in an embargo on food
exports and in temporary, but costly, imports of grain. The regulting strain
upon the country's finances and balance of payments position was intensified
when, in the spring of 1948, active hostilities against Israel began, the oil
pipeline to Haifa was closed by Iranq and receipts from oil royalties were, as

a result, cut in half.
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7. During the first part of 1949, the beginning of a fall in the prices
of Iragl exports and a gradual decline in domestlc trade -~ said to be in part
the result of a number of arrests for pro-Zionist activities among members of
the Jewish commercial community and of its consequent desire for extreme
liquidity -— contributed to inject into Iraql business sentiment a decided
note of caution, 'hen the Bank's mission left Iraq, the country was under-
going a recession in business activity, ascute credit stringency, and a period
of growing difficulty for the government to meet itg current odligations,
Certain signs of improvement existed, such as the good harvest predicted for
1049, some relaxstion inm anti-Jewish feeling following the Palestine armistice,
and the government's apparently determined attempts to increase revenues, con-
trol expenditures, and limit imports, On the whole, however, money was still
tight, sterling balances were falling, and a gemeral lack of confidence in the
immedizte future anpeared to pervade the country's business classes.

8. Is a loan to Irag justified under such circumstances?

As the detailed analysis presented in this report Indicates, a number
of the difficulties Jjust described are due prineipally to a succession of
fortuitous circumstances which are not likely to Be repeated and the effects
of which will, in all probability, be corrected within the next few years.

The current unbalance in the government's budget, due in large vart to an
unfunded debt for capital development works undertaken by the Iraqi railroads,
should be eliminated without undue difficulty if appropriate corrective
measures of which the Iraqi goverrmment is fully aware, are promtly adopted.
Since the general outlook for the country's main exports is favorsble, the
recent substential trade deficit, a result mainly of the temporary but con-
siderable expansion of imports after the war and of the curtailment of exports

as & result of the bad 1947 harvest, should be narroved down to manageable
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proportions if the government's present policy of controlled imports 1s pursued
with determination and firmness.

9. In essence, Iraq's present economic difficulties are due, not to
inherent gccnomic‘weaknesses, a correction of which might prove to be long
end difficult, but, mainly, to a fortultous combination of circumstances the
effects of which can be corrected with comparative ease provided an informed
and determined effort to do so 1s made. The main remedies are of an adminis-
trative nature: it is upon the Iraqi Government's wisdom in framing certain
remedial policies and upon its determination and courage in carrying them
through that an early solution of the country’g difficulties mainly depends.l/

10. The condition of Iraq's domestic finances and of its balances of
payments will, in all probability, continue to be difficult during the coming
year, or possibly ~- depending upon the speed and effectiveness of the govern~
ment's remedial action —- during the next two or three years; the longer range
outlook for both is, however, decidedly favorablef

1}. Bven wilh the pipelines to Haifa clogsed, a growing annual income,
greatly augmented, in terms of 'current! sterling, by the recent devaluation
of the pound, will flow to the Iraqi Government from oil royalties. Although
it is impossible, because of the politicel difficulties involved, to predict
with any certainty when the piping of o0il to Haifa may be resumed, it seenms
unlikely that the Iragi Government will continue to maintain its present
costly attitude much beyond the coming year, ™ith the reopening of Haifa,

the availability of new pipeline facilities, and the renegotiation, at

1/ Although a good start has been made, a definite forecast as to the ulti-
mate effectiveness of the government's remedial action is difficult at
thig time. Though well intentioned, the administrative apparatus of the
Iragi Government 1g still weal and in need of much expert advice and
asgistance, The Government is ready to seek and to use both, but only
time will tell whether it will be able %o apply the suzgested remedies
with the required firmness,



-5 -

materially increased royalfy rates, of the concession agreements now in force,
that income is ekpecfea to be very considerably inecreased, If, as is likely,
the present royalty rate is increased from 4 to & shillings (gold) per ton, as
a result of negotiations currently underway, the expected annual lncone to the
Iragi Government will, in 1954 and the years following, exceed the sum of 28.9
nillion pounds sterling per annum, a sum larger than the Iraqi Government'!s
total ordinary annual expendiﬁures as reported in its current budget.l/

12, If the oll companies' programs of plant expansion in Iraq proceed
according to present plans, and there is no reason to think they should not,
theif local expenditures, too, are likely to be materially increased, thus
contributing an important strengthening element to the Iragqi balance of pay-
ments. Moreover, as the country's sgricultural production expandé as a result
of more intensive cultivation and the extension of cultivation to newly irri-
gated lands, Iragi exports, for which a continuing demand appears assured,
will undoubtedly grow, and, in time, grow aquite gignificantly. The outlook
for Iraql exports to hard currency areas too 1s favorable, and present income
from them, amounting to about $6 million per annum, is likely to be increased,
particularly after the recent devaluations of the pound and the Iraql dinar,

13. A development loan of moderate size to aid the Iraqi Government in
undertaking some of its flood control and irrigation projects, apvears, there-
fore, possible and advisable at this time. In view of Irag's vresent and,
poasibly, for the next few years, continuing financial difficulties, the

effectiveness of the loan and its repayment prospects would, however, be

;/ The basic assumption, of course, is full operation of available pPTO-
duction and transport facillties, Since, at the Kirkuk field, produec-
tion takes place under very favorable conditions and at comparatively
low cost, the rate of output is unlikely to be affected by a possible
decline in the price of oil.
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greatly enhanced if its amount were such that:

(a)

(v)

Income from oil royalties would assure availability of

the local currency required for all projects for which

the loan ia made and, ultimately, repayment of the loan
ltself; N

Service and repayment of the dollar portion of the loan
would be assured either by an understanding as to ster-
ling convertibility arrived at with the U,K, Government
or by a firm allocation for repayment purposes of a

sufficient share of Iraq's future direct dollar earnings.



I1. THE BASES OF ECONOMIC DEVELOPMENT

1. Lend and Vgter

Sienificance to the Economy

14. 1Iraq is, predominantly, an agricultural country. Over four-fifths
of its active population are engaged in agriculture: with the exception of
0il, its main exports consist of agricultural products. Yet, of a total
cultivable area of 12,000,000 hectares, only about 2,400,000 or one-fifth,
are cultivated, Irag's agricultural potential is, therefore, congiderable
-~ it is;, in fact, larger than that of any other Middle Fastern country‘éj

15. Although cultivable land is plentiful, several obstacles must be
overcome before the country's agricultural potential can be fully develorped.
Bxtension of the cultivgted ares dependas mainly upon irrigation -~ for the
expansion of which, in turn, capital for the construction of the necessary
irrigation works ig essential, As irrigation and cultivation are extended,
additional labor is required; the country's present, incipient shortage of

farm labor must therefors be remedied either through immigration or through

;/ In 1948 the distribution of cultivable land in Iraq was as follows:
(in millions of hectares)

Rainfall Zone Irrigation Zone Total
Cultivable land 4,0 milliond/ 8.0 million 12,0 million
Yow cultivated 0,65 " 175 0 b 2.4 0

a/ Includes 1.8 million hectares covered by forests.
b/ Includes 0.9 million hectares under 1ift irrigation for which
punping machinery is badly needed.

Source: Prepared from data furnished the IERD Miseion by the Iraqi
Directorate General of Agriculture.
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the progressive mechanization of agricultural processes*;/ Finally, for a
more effective and intensive utilization of the land generally, the wealhmesses
inherent in the present, traditional system of land tenure must be corrected,
16, As the following discussion will show, a significant beginning has
been made in the solution of each of these problems: the Iragl goverament
appears to be fully aware of their importance and prepared to devote to their
solution a growing measure of administrative effort and financlal support.

Land Utilization end Irrigation

17. The total cultivable area of Iraq falls into %wo zones, the rainfall
zone and the irrigation zone; The former includes the lands in the country's
northern mountainous region where rainfsll in an average year iz sufficient
Yo yield a single crop without irrigetion. The irrigation zone comprises
mainly the southern alluvial plain in the valley of the Tigris and Fuphrates.
Although the land in that valley is very fertile, rainfzll, averaging only
about six incheg per year, iz inadequate to produce satisfactory crovs. Cul-
tivation, therefore, depends mainly upon irrigation.

18, Irrigation is, however, in turn predicated upon the control of the
country's rivers, the Tigris and Euphrates and their tributaries. Although
water is relatively abundant in Iraq, its vroper use has barely begun., Des-
tructive floods stlll recur every few years, and lrrigation, even in the

fertile area between the twin rivers, is less developred today than it appears

1/ ‘'7hile steps are currently being taken by the Iragi CGovernment to
encourage mechanized farming, immigration constitutes, at this
moment, a difficult political prodblem., Prospective immigrants
are, at present, largely Palestine refugees to whose admission
Argb countries are still zenerally opposed.
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to have been centuries ago.l/ There are, in fact, at présent no comprehensive
flood control or 1rriga§ion systems in Iraq. Of the twin rivers, each has an
jrrigation barrage, but both barrages are situated along the river's lower
course and command a relatively small area of cultivation. Such irrigation

as exists takes place mainly under the so-called method of‘"ﬁasin irrigationﬂ.
uwnder which therland is divided into‘hasins flooded durlng the annual rise of
the rivers. When‘the wétér recedes the crop is planted on the sediment left.
Under this system only one crop a year is obitalned since the land remaine
fallow while waiting for the nékt flood,§/

19. Plans for a comprehensive system of flood control and irrigation
have 1ong been studied by thé Iragi Government. As a result of the several
years'! work of its Irrigation Development Commission, which presenﬁed its
final report last June, two main projects have emerged, for the partial
financing of which Irag has applied to the Bank for assistance.

20. The first, the Habbaniyah scheme, on which work was begun gome years
ago, consists malnly of & barrage on and a channel from the Zuphrates to Lake
Habbaniyah, situated in a natﬁral depression near the upper course of the river
During the flood season, the river's flood waters would bte led through the
channel to Hebbaniyah Lake where they could be stored and when needed, used

for irrigation,

O ¢ SR, ST 48 VA X et i abia g & B
:ﬁ%j: The flow of the country's rivers varies very widely -~ that of the
i Euphrates from 2500 cubic meters per second during the flcod period
(December-Msy) to 220 cubic meters in the summer; that of the Tigris
similarly from 3,000 to 300 cubic meters. Cultivation on the fertile
lands along the two rivers is therefore constantly threatened with
floods in the spring and with drought in the summer.
g/ Although both winter and summer erops are gemerally grown, the lend does
- not produce two crops a year dut only either a winter or summer crop.
In winter cultivation, moreover, the practice prevails of letting half
the land lie fallow each year, The area actually cultivated is, there-
fore, only half of that to which water could be made accessible if
sufficient quantities of it were available.
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21, The second scheme, the “adi Tharthar projecf, eﬁvisages the consfruc«
tion of & barrage on the Tigris and of & channel through which the flood
waters of the river could be made to flow into the Vadi Thar£har, a naturél
depression not far from the river, The depression would thﬁé be gradually
converted into a lake, the water of which could be used for irrigation when
needed, or returned to the Tigris in periods of low water flow,

22, According to the estimate of the Iraqi Irrigation Commission, these
two projects and several smaller ones described in greater detail in the
Aprendix to thils paper, would bring a total area of over 9 million acres
under adequate irrigation and would permit the almost total elimination df
floods on both of Iraq's main rivers,

Land Tenure

23, Iragqi laws governing land tenure are extremely complex and trace
their origin to the old Ottoman legislative code. Fundamentally, Iraqi law
regards all land as belonging to the State; land held in full private owner—
ship, over which the State has no proprietary rights, is the exception rather
than the rule, Iegal ownerchip of the land is generally retained by the State
and state laznds are then leased to prospective cultivators under a variety of
lease arrangements. In the northern part of the country, smaller lease
helders predominate, while in the central and southern regions large owners
(sheikhs) own or lease from the State vast tracts of land, sub-leasing them
to share tenants through a series of intermediary leases. The fellah (peasant’
who actually cultivates the soil, does so in most cases not as a pronrietor,
but as a -~ generally very poor -- share tenant and has, therefore, little
interest or inducement in improving the land. To remedy the difficulty, the
government is now endeavouring to encourage small holﬁings on the new lands

which are gradually being opened to agriculture through irrigation. On the
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whole, however, the prevailing system of land tenure constituies an obstaecle
to‘agricultural development end an overhauling and modérﬁizatiou of it giviné
the small farmer more direct access to the land would undcubtedl& contribute
significantly to the general effectiveness of Iraqi agriéulture. |

Agricultural Technigues and Mechanization

2L, Agricultural methods and techniques followed by Iraqi fgrmers are,
on the whole, primitive; the most simple farming implements are useé widely V
end only a beginning has>been made in the application of sclentific farming
methods. Although widespread use of agricultural machinery would increése
output and relieve the threatening shortage of farm labor, mechanization of
agriculture has barely begun. In 1948 there were, reportedly, only 450 traé«
tors, 150 thresshing machines and 100 cultivators in the whole country.

25. The Iragi Government 1s, however, fully aware of the importahce of
the widesgpread adoption and use of sgricultural machinery and of modern farming
methods and its Directorate General of Agriculture is earnestly endeavouring
to improve the situation. Recently a ten—year plan for mechaﬁized farming was
devised which would entall the importation of 2500 tractors, iﬁOQ modern plows,
700 disc harrows and several hundred units of other agricultural maschinery: an
Agricultural Machinery and Equipment Service Bill, recently approved by the
Iraqi Parliament, glives the government a monopoly over the importation, sale
and distribution of farm machinery and equipment and provides for the aétive
promotion of mechanization in agriculture through the establishment of train-~
ing courses, worl shops and spare parts stores throughout the country.

26. In addition to its efforts to increase mechanization, the Directorat
General of Agriculture maintains a national agricultural experiment center nez
Baghdad in which experimental work in agronomy, entomelogy, plant pathology,

animal husbandry, etc,, is carried on. A number of branch stations and



-12 -

nurseries are maintained in most of the country's provinces with the objective
of 1ncreasiﬁg the knowledge and use of modern agricultural techniques and
methods in rural areas. Although the government's program for the exteansion

of écientific methods to agriculture is still at its beglnning, the personnel
in charge of the program igs competent and devoted. Gratifying results have
slready been achieved and increasing progress is expected as additional numbers.
of trained young Iraqli agriculturists become available for service at the
gé?erhmentis central experiment station and at its bBranch stations throughout

the country.

Agricultvral Outpub

27, The principal crops produced in Iraq are barley, wheat, rice and dates
Crops of lesser importance are maize, millet, cotton and thacco, During, and '
immediately after, the war, Iraqi's agricultural production was greatly encour-—
agéd by the high prices of agricultural products prevailing ag a result of
world wide food shortages; in 1946 crops were thus generally above the prevar
level. In 1947, however, because of a severe drought and locust infestation,
Irag experienced one of the worst crop faiiares in its history, and output of'
some of its main crops was reduced to quantities varying from two-thirds to.
one-half of normal.

28, Generally, avérage annual production of barley, the country's main
crop, attains about 600,000 metric tons; that of wheat about 400,000 tons; that
of dates from 250,000 to 300,000 tons. 'Jith three~guariers of the worldls date
palms within its borders, Irag ls the most important date growing couniry in
the worid,

29. Livestock plays a part of increasing importance in the Iraai economy:
sheep, goats and cattle are raised in large numbers and their export represents

a growing share of the couniry's total sales abroad.
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30. Normally Iraq is almost fully self-sufficient in foodstuffs with con-
slderable export surpluses of barley, wheat and dates. ’In 8 normal year over
200,000 tons of barley, 50,000 tons of wheat, and 200,000 tons of dates, are
exported, DBecause of the exceptlorally poor harvest in 1947, however, in that
and the following year, substantial quantities of wheat and rice had to be im-
ported, while a temporary embargo wag placed on the exportation of barley and
wheat, As for livestock, in 1947/48, 69,000 sheep, 22,000 goats, and 15,000
head of cattle, were exported to such neighbouring countries as Syria, the
Lebanon and Egypt.

31. On the whole there can be little doubt that, a= irr;gation is extended
and the country's crop area thus enlarged and yields are raisedrthrough the more
and more widespread adoption of improved farming methods, a significant increase
will occur both in the output of Iragl agriculture and in the country's exports

of agricultural products.

Beserves and Production

32. The third major natural resource which Iraq possesses, besides land
and water, is oil. The country's proven oil reserves are estimated at 5,000
million barrels or at over 7 per cent of the world's total; potential reserves
are considered to be even larger.

33. Since the middle thirties, when output increased sharply, Iras has
become a substantial oil producer. After the opening of a first pipeline to
the Mediterranean in 1934 production iﬁcreased, from a total of 700,000 ions
in that year, to 3.6 million tons in 1935 and to a postwar peak of 4.7 million
tons in 1947. The country's current production, the bulk of which is obtained
at the oil field of Kirkulk, reputed to be the world's largest, is limited only

by existing transport (pipeline) cavacity.



34. At present, two 12-inch pipelines, each with a capacity of 2 million
tons per annum, extend from the Xirkuk field to the Mediterraneen; one reaches
the sea at Haifa, in Palestine, the other at Tripoli, in the Lebanon, Two
additional l6-inch lines, each with an annual capacity of 4 million tons,
have been laid along the same routes; the new line to Tripoll has already
begun operations. A 30-inch line, with a maximum capacity of 16 million tons
per annum, running from Hirkuk to Banias in Syria, is expected to be available
by the end of 1953.2/ “fith these five lines in full operation, prodnction is
expected to increase from 4.7 million tons in 1947 to over 25 million in 1954
and to continue at that rate for at least 40 years before the Hirkuk field is
likely to show signs of exhaustion.zf This rate of production is, moreover,
unlikely to be affected by a possible fall in the price of oil, since produc~-
tion at Hirkuk takes place under very favorable conditions and at comparatively
low cost,

35. In addition to the production at Kirkuk, adbout 2,5 million tons per
annum are expected from the Mosul and Basrah fields; by 1954 the country's total
production should, therefore, exceed 27 million tons a year.

36. The produwtion figures just quoted are, of course, based upon the
asgumption of full and uninterrupted operation of all available pipelines.

The refusal, since liay 1948, of the Iraqi Government to permit the »iping of
0il to the port of Haifa because of its unwillingness "to aid the Israeli
economy through Iraqi oil" has resulted in the temporary closing of the 12~
inch pipeline to Haifa and in the suspension of work on the lé-inch pipeling,
which hed, however, been almost entirely completed, Because of the political

difficulties involved, it is impossible to predict with any certainty vhen

1/ According to information supplied by the IPC a satisfactory agreement as
to transit rights for this line has already been reached with the Syrian
Government.

2/ Statement to the IBRD Mission by the manager of the Xirkuk oil fields.
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the piping of oil to Haifa may be resumed; it seems unlikely; however, that the
Iraql Government wlll continue to maintain its present costl& attitude much
beyond the coming year.
Concession Asreements

37. There are at present four oil companies operating under céncésSions
in iraq:

38. The Iragq Petroleum Company (IPC). This firm, the most 1mportant 0il

operator in Iraq, is owned by British, Dutch, French and American interests,
ownership being divided as follows:
23.75 per cent -~ Anglo-Iranian 01l Company
23.75 per cent -— Royal Dutch Shell
23.75 per cent —— Compagnie Francaise des Petroles
23.75 per cent -— Hear Bast Development Corporation (in turn owned
Jointly by the Standard Oil Company of Mew Jersey
and Socony-Vacuumn)
5 per cent -~ Mr, Gulbenkian, the person who assisted in
securing the original concession,

39. The company's concession area comprises 35,000 square miles to the
east of the Tigris and includes the Kirkuk structure which furnishes the bulk
of Iragi production. The company is at present engasged in prospecting work to
discover new fields, for it is believed that other important structures may
exist in the company's concession area.

40, In 1948 its output was 3.0 million tons, having declined to that
figure {largely as a result of the closing of the Haifa pipeline) from 4.3
million tons in 1947,

41, The Mogul Petroleum Company. This company, previously known ag the

Eritish 0il Development Company, is now a subsidiary of the I.P.C. It was
granted a concession in 1932 over an area of 43,000 square miles west of the
Tigris in the llosul and Baghdad provinces, The company operates two small
structures in its concession area; the potentiality of both is low and both

present rather difficult production problems, Output is therefore limited
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and is not expected to increase very materially in the foreseeable future.
42, In 1948 production amounted to 9,000 tons, having fallen to that
figure from 32,000 tons in 1939,

43, Khanagin Cil Company. This company was formed in 1925 to acaulre and

operate the concession held by the Anglo-Iranian 0il Company on an area of 750
square miles along the Iranian frontier., The company operates two small strue-
tures with limited potentlality in that area; production from them is used
entirely by the company's refinery near Fhanaqin, the entire output of which

is sold for iocal consumption., In 1948 the company's total production amounted
to 367,000 tons.

4L, The Bagrah Petroleum Company, This company is also a subsidiary of

the I.P.C. and has a concession for the exploitation of all lands south of
the province of Baghdad. Recent drilling in the Basrah area has proven the
presence of good marketable oil in several structures; the extent of these,
however, has not yet been determined. To production has as yet begun but

the corpany is engaged in drilling and development and plans to vegin produe-

tion before 1952. , : .

Fe)

Receipts from 0il Foyalties

L4g, Under their concession agreements, all four oil companies pay the
Iraci Government an annual royalty of % shillings (201d) per ton on all oil
produced. The companies are exempt from zll taxes (state or municipal) and
customs dutieg. In return for these exemptions, the companies pay the govern-
ment & 60,000 (gold) on the first four million tons of oil exported and & 20,000

(gold) on each subsequent million tons.



46, Not havingz started production on any significant scale, the liosul and
Basrah Petroleum Companies are still paying the Iragi Government annual sums of
£365,000 and & 405,000 respectively as "dead rent", Ais output becomes signifi-
cant the two companies are to pay the government, in addition to a royalty of
4 shillings (gold) per tonm on all oil predncéd{ e 20 per cent share of their
output in kind, free of any charge.

L7, As the following table shows, even with the pipelines to Halfa closed,
& considerable annual income flows to the Iragi Government from oil royalties.
*fith the reopening of Haifa, the availability of new pipeline facilities, and
the renegotiation, at materially increased royalty rates, of the concession
agreements now in force, that income is expected to be wvery oconsideradbly in-
creased. Annual oil royalties accruing to the Iragi Government are likely to
grow (when the Haifa line is reonened) from a postwar peak of 2.5 million
pounds sterling in 1947 to over 19.3 million (post devaluation) pounds in
195k, If the present royalty rate is increased from 4 to 6 shillings (gold)
per ton, as a result of negotiations currently underway, the expected annual
income to the government may, in 1954 and the years, following, exceed the

substantial sum of 28.9 million pounde sterling per annum,
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Income from 0il Royalties
Expected to Flow to the Government of L;aq;/

At present royalty rates

From Pipelines to  From Produc. From Pipe~ Grand Total
Year ipoli  Banias at Mosul & Total 1lines to Grand at
Only {30"11ine) Basrah Haifa Total Increased
(if opened) RatesZ

In "ore devalustion’ pounds sterling

949 L9 - .8 1.7 B e 3.2
1950 2.44/ - .8 3.2 2,44/ 5.6 8,4
1951 2.7 - .8 3.5 2.7 6.2 9.3
1952 2.7 - 1.8 4.5 2.7 7.2 10.8
1953 2.7 - 2.3 5.0 2.7 7.7 11.6
1956 2.7 5.2 2.8 10.7 2.7 13.4 20.1

In "post devaluation" pounds sterling

19“’9 1031/ had lal 2'1“ 06‘-—3-/ 3#0 ‘{5'.6
1950 3.5% - 1.1 4.6 3.5%/ 8.1 12.1
1951 3.9 - 1.1 5.0 3.9 8.9 13.4
1952 3.9 - 2.6 6.5 3.9 10.3 15.5
1953 3¢ - 3;3 ?.2 309 11.1 16-7
1954 3,9 7.5 4,0 15.4 3.9 19.3 28.9
;/ Maximum income anticipated assuming full use of production and “ransport
facilities as stated.
2/ Assuming en increase in royalty rates of from 4 to 6 shillings (gold) per ton.
3/ 12-inch pipeline only, For Haifa estimate is from August to end of the year.
4/ 12 and 16 inch lires.

Sources:  Based on data obtalned from the Iragi Government and checked with
the Iraq Petroleum Company.
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Domestic Hefining Capacity

L8, The only refinery of any importance now existing in Iraq is the
Alwand refinery operated by the Khanagin 011 Compzny, which has a capacity of
2 million barrels a year, equal to about two-thirds of the country's total
requirement of refined oil products. A substantial part of the refined prod-
uets required for domestic consumption is therefore imported — largely from
the refinery which the Anglo-~Iranian Petroleum Company operates at Abadan, on
Iranian territory, close to the Iragi border. |

49, The Iragi Government has been planning for some time to construct a
refinery large enough to provide for the country's total needs. TUp to now,
however, the project, for which financial assi-tance is also being sought

from the Bank, has not passed the preliminary planning stage.l/

3. Industry and Trangport

Industrial Resources

50. Although, as a result of the shortage of manufactures prevailing
during the war, a number of indusirial concerns were established in Irag, the
country still has, apart from oil, no industries of much econsequence, Such
industrial establishments as do exist are generally small:; among the most
important ere several wool spinning and weaving mills, several tanneries, socap
factories, breweries, cigarette factories, and flour mills, The erection of a
sizeable cotton textile factory, and of a cement plant with a 600 ton daily

capacity on which work is already well advanced, are at present under way.

;/ According to information just received, it appears doubitful that the
government will press ifte plan for this refinery since the Anglo-
Iranian 0il Company, the parent of the “hanaqin 0il Company, has
recently decided to double the capacity of the Alwand refinery and, at
a later date, to erect & small refining plant at Basrah., Total invest-
ment required to meet Iraq's increasing need for refined oil products in
this manner is considerably less than that reguired for the erection of
the projected government refinery at Baghdad.
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51, For the rest, local handicraftsmen and artisans still supply the
needs not met by imports or the output of domestic manufactures, However, as
Iraqi’agriculture develops and growing oil royalties make fresh investment
funds available, 1t is likely that a gradual expansion will occur in Iragi
industry -- notably that concerned with the processing of agricultural prod-
cuts and of other domestically available materials.;f

Trensport Facilities

52. Despite the construction of roads and railroads by military authori-~
ties to meet their needs during two world wars, transport facllities in Irag
are still, generally speaking, poor. There are about 1,000 miles of state-
ovned rallroads of vhich over 300 are standard gauvge and the remainder one
meter gzauge. A meter gauge line extends from Bzsrah on the Pergian Gulf to
Baghded, a second line from Baghdad to Kirkuk and Irbil in Yorthern Iraq, a
total of agbout 650 miles, After the completion of the combired rail and high~
way bridge over the Tigris at Baghdad, now under construction, thege two lines
will form a continuous gystem linking Basrah in the south with Kirkuk in the
north,

53, The standard gzuge line extends from Baghdad vig Mosul in the north
to the Turkish frontier. Thug Baghdad is linked with Turkey and with Eurcpean
railwey networks.

54, During the war there was a heavy freight traffic owing to the move-
ment of troops and stores, and of lend-lease supplies to Rusgsia. In 1944,
freight traffic reached a peak of 567 million ton miles, compared with 188

million in 1938, In 1946 traffic was still twice that of nrewar years.

1/ Besides oil, no mineral products of any importance have, as yet, been
found in Irag. Asphalt, =alt and coal are produced in small quantitiess
recently, iron and copper ores were discovered in the northern part of
the country, but although the deposits appear promising, their full ex-
tent has not yet been determined,
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55. To replace outworn equipmenf and to improve and expand their faeili-
ties generally, the Iragl State Railways have, during the past several years,
pursﬁed a rather ambitious program of rehabilitation and development deseribed
more fully in the Appendix to thig paper, At the present moment, however,
continuation of that program is threatened by an acute shortage of funds; to
meet past obligations and the cost of completing the program private London
hahking interests and IBRD have both been approached for financlal assistance.
Roads

56. There are few permanent hard-topped all-weather roads in Iraq. How-
ever, owing to the climate of the country, most roads and tracks are useable
during the greater part of the year. The main motor roads comnect Baghdad
with Mosul, Kirkuk and Irbil in the north and with Basrah in the south. There
are about 1,700 miles of improved roads and about 5,000 miles of earth roads.
In 1947 there were registered in Iraq, 7400 cars, 5100 trucks and 1000 motor-
cycles, a very considerable increase over 1942 when the corresponding figures
were 4500, 1900 and 80.

57. The main development project in road transport ls the construction
of modern highways to link the capital with the country's more important cities
In addition to the construction of new roads, an important problem is the main-
tenance of those already in use. Paved roads are badly in need of strengthenir
and resurfacing to meet the requirements of present-day traffic; owing to the
shortage of funds in the past few years, work has, however, on the whole, been
extremely limited.é/

Shipving and Ports

53, Uaterways form an important part of the Iragi transportation system.

Bagrah, the only seaport, lies 85 miles north of the Persian Gulf snd is

1/ TIraq's peved roads are largely military roads originally duilt to sub-
standard specifications; they are therefore badly in need of strengthening
and reduilding.
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reached bf large ocean~going vessels through the Shatt-El-Arab river formed
by the junction of the Euphrates and Tigris. The Shatt-El-Arabd and Tigris
provide an all season navigable waterwsy from Basrah to Baghdad for vessels
of 4 foot draught, Owing to the considerable dispersion qf its waters, the
Euphrates does not afford a comparable through route, although it is navigable
in many sections. Basrah, the only Iragqi port for sea-going vessels, handles
about 90 per cen£ of Iragi foreigﬁ trade (exclusive of oii). In 194L7-48, 275
vessels entered the port with a gross tonnage of 1,600,000 tons,

Alr Transport

59, Since the war air transportyin and'through iraq has increased con~
siderably. Iragi Alrways, government owned, and operated through the Iragi
Railways Administration, are serving a growing traffic among Iraqi's principal
cities and with some of the neighbouring countries. A number of foreign air
lines have frequent scheduled flights through the Baghdad and 3asrah zirports

to almost every part of the world,
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"1II. PRESENT FINANCIAL POSITION

-1, Gurrency, Credit and Prices

Currency

60. The currency unit of Iraq is the Iraqi Dinar. Introduced in 1932,
after the termination of the British mandate, it replaced the Indian currency
which had been in c¢irculation since the first Yorld Var. Ihdian currency vas
repatriated and “the sterling thus acquired kept as a cover for the new Iraqi
currency. From 1932 until July 1, 1949, when control of the currency passed
to the newly established National Bank, the country's currency was managed
by the Iragi Currency Board in London., According to the provisions of the
Iragi currency law, the Board was obliged to redeem Iraqi Dinars on demand
at the rate of'one-% sterling for each dinar and to issues dinars against
receipt of sterling in London at the same rate plus a commlssion charge of
1/8 of one per cent, The Board consisted of five members of which two were
appointed by the government of Irag, two were elected by the three British
Banks with branches in Iraq,l/ and one was appointed by the governor of the
Bank of England., The Chairman was appointed by the Iraqi Government from
among the five members.

61. On July 1, 1949 control of the currency passed from the Currency
Board to the National Bank of Iraq, which had been established in 1947, At
that time, a law amending the Iragqi Currency Law of 1931 was passed providing
that the Mational Bank would be recuired to maintain a currency reserve
"composed of gold and foreign currencies and securities at a ratio of not
less than 70 per cent and of Iraqi government securities at a ratio not

exceeding 30 per cent."

1/ The Eastern and Ottoman Banks and the Imperial Bank of Iran.
(The Ottoman Bank is an Anglo-French institution whose Baghdad
branch is managed by British Officials.)
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62. It is thus possidle for the National Bank of Iraq to derart from
the 100 per cent currency reserve system under which the Qu;rency Eqaré,bas
operated and to substitute short term governmént pép§§4ug t§‘30 per cent éf
the total note issue. Although the power existé,:fhg Egtggnal Bank is, hovr-
ever, at present unlikely to use it to any very sigﬂifiéagﬁ extent fof the ﬁ
tradition of a 100 per cent currency backing is g%ill strqng‘mithin the : '
dountry and a material departure from it would, in allyppdhabiiity, céli
forth considerable criticism at this time.l/ | |

63. At the end of April 1949, the latest date for which det%iled 5éta
are availasble, the Currency Board's reserves compared with the total volume
of currency in ecirculation as shown in the table on the following page.

64, As these figures indicate, if the value of silver;in Iraqi coins
is counted as a reserve, there was still, on April 30, 1949, a 100 per cent
reserve avallable against Iraq's total currency in circulation, ZEver since
the purchase, in 1948, by the Currency Board of ID 4,8 million Iraci Treasury
bills, however, it has been barely possiblé for the Board to méintain the
required 100 per cent cover; in 1947, before that purchaSe! the Board's
reserves in long term sterling securities slone had exceeded‘by over ID 2

million the total needed to provide the required 100 per cent reserve,

1/ 1t is expected that it will take a number of months to effect the
transfer of all accounts and assets from the Currency Board to the
National Bank and that a Bank of England expert will come to Iraq
this fall to advise in the organization of the Bank's functions in
the currency field.
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Iragi Currency in Circulation and Currency_@oaré_ﬁgéefs. 194749

(In thousand Iraqi Dinars)

December 31, December 31, April 30,

947 __ 1948 1949
Total Currency Circulation; 35,247 34,725 3&,5771/
Notes 33,963 33,5&1 33,389
Coin 1,284 1,184 1,188
Currency Board Assets
Sterling long term gecurities: . .
At face value 37,694 32,739 32,739
At mean market price 38,103 33,529 33,441
At cost 37,986 32,974 32,974
Current and fixed deposits 971 935 726
Accrued interest 80 85 30
Value of silver in coins in stock
(less 10%) 109 140 139
Value of silver in coins in
circulation (less 10%) 5L 537 540
Iragi securities:
Face value - 4,870 L 870

;/ Total currency in circulation amounted to ID 34.6 million at the end of May,
and to 35.5 million at the end of June, 1949,

Source: Prepared from data furnished the IBRD Mission by the National Bank
of Iraq. Figure for June, 1949 from the International Monetary
Fund's International Financial Statistics.

65, Since practically all of Irag's currency reserve is held in sterling
securities Iraq had virtually no choice but to follow the United Kingdom in
the recent devaluation of the pound., Iraq's anncuncement to that effect was,
in feect, almost simultaneous with that of Britain. Devaluvation of the pound
has thus caused no change in the formal relationship between the two curren-
cies: Irag dinars are convertible into British pounds at par, and vice versa;

as wags the case before the devaluation.
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Credit

66,V Aé it exiends its operations, and as soon as the new law for the
control of’banking which gives it important neﬁkpowers is passed by the
Parliament, thé Vational Bank of Iraq will be the center of the country's
banking and credit system. Although important, its function will, however,
on the whole be comparatively siﬁple for the financial system of Iraq is
still, in the main, an uncompliczted one, There are no organized security
or commercial paper markets in Iraq -— the investment and credit needs of
the business community are met by three government banks, the Rafidain, the
Agricultural end the Industrial Banks, serving commerce, ag:iculﬁure and
industry; respectively, by three British commercisl banks (the Ottoman}/
and Tastern Banks and the Imperial Bank of Iran) and by three relatively
small Iragi Banks. In addition there is the "Bazaar" -~ the still flour-
ishing business of individual money lenders who make funds available to
small borrowers at high rates. British banksg are mainly concerned with
the financing of foreign trade, They usually keep their reserves and
investments in foreign —- mainly sterling -- securities and have thus far
shown little interest in financing local agricultural or 1ndustria1 develop~
ment.

67, 1t is mainly to bring about the investment of a larger proportion
of Iraqi funds within Iraq, that the new law for the "Control of Banking"
now before the Parliament, was drafted. The draft limits the proportion of
Bank deposits to be invested abroad to 50 per cent of the total, prohibits
invegtments by banks in forelgn equitieg, and stipulates that from 10 to 15

per cent of all deposits must be kept on reserve at the Natlonal Bank, thus

1/ Although under British management in Irag, the Ottoman Bank is an
Anglo~French institution.
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making of that bank the country's Central Reserve Bank and enadbling i%, by
appropriate chenges in the reserve ratio, to exercise a certsin measure of
control over the total voiume of bank éredit.

68. In April 1949 total depdsits in a1l banks in Irag amounted to ID
16.3 million; of these, 12.7 million were deﬁand deposits, 1.4 million time
deposits and 2.3 million savings deposits. As these figures indicate, ﬁhe
volume of seving via bank deposits ig comparatively small in Iraq; hoarding
of gold and of currency is still, especlally in rural areas, the favorite
method of keeping idle funds. Y/
Prices

69. As in most countries, the war caused significant changes in the
Iragl price level, During the first year and a half of it, the rise in dom~
estic prices was limited and Iragl exports went mainly %o their prewar marikets;
following the coliapse of France, Italy's entry into the war, and the conse-
quent closing of the eastern lediterranean, however, severe limitations came
to be placed upon the country's foreign;trade which soon resulted in a sharp
increase in the prices of imported goods. Toward the end‘of 1941 the arrival
of British troops occasioned a sharp reduction of domestic supplies znd a
further price rise. In subsequent months the inflationary trend was accel-
erzted by the increasingly large expenditures of the British Army in Iraq
(financed by the issue of Iragi dinars against & sterling credits in Lozndon),

the growing scarcity of imported commodities, and the high prices obtainsble

;/ An interesting indication of the propensity of the Ireql public to hoard
currency is given by the fizures for note circulation by types of notes
outstanding., These figures show that while during the past two years
the circulation of notes in smaller denominations and the total currency
in circulation declined (the latter from 39.8 million ID in Januvary 1947
to 34,6 million in May 1949), the volume of 100 dinar notes rose from
8.1 to 9.0 million during the same period.
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for Iraq's exports of grain. To check inflation, the Iraqi Government passed
certain anti-hoarding laws and fixed the prices of important staple commodi-
ties. However, since no measures were taken to draw off surplus purchasing
power through taxation, the floating of loans, or the encouragement of
savings, the Government's anti~inflationary efforts had only a very limited
effect, Toward the end of 1943 wholesale prices and the cost of'livihg stood
at 6 times their prewar level and a corresponding rise had oceurred in currency
circulation and bank deposits. In 19L4, because of a good harvest, a decrease
in the export price of grain, and a determined effort on the part of the Govern-
ment to check speculation, inflationary trends fell off slightly; when the war
ended in 1945 the wholesale price index stood at 503 and that of the cost of
living at 584 (1939 = 100). Although both indexes deelined in 1946 they rose
again in 1947 and 1948, mainly because of a Véry bad harvest in the former
year and the outbreak of war in Palestine in the latter, attaining peaks of
657 and 763 respectively in April 1948,

70. Since then the beginning of a fall in the prices of Iragi exports ——
a part of the general postwar price recession —~ an increasing credit strin-
geney and a consequent gradual slackening of domestic trade have produced
material declines in both prices and the cost of living; the index of the
former stood at 487 in April, and that of the latter, at 559 inm May, 1949,
After reaching a peak of 56,3 million dinars in l?@h; the country's total
media of payment (currency in circulation and demend deposits), declined to
47,3 million at the end of April of this year, As in other countries, post-
way inflation has thus given wnlace, in Iraq also, to postwar deflation and
business recession.

71. - The recent devaluation of the Iraqi dinar will very probably halt

any further price decline and lead, insteéd, to a graduwal price increase,
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Prices of zoods imported from hardfcurrency countries will be immediately
affected: the acticn of other p:ices will depend, in large meagure, upon
the course of prices én Briﬁish markets anq on thosé of the sterling area
generally. Since no price controis of any_consequence exist in Iraqg, it is
not unlikely that a general price rise of from 10 to 20 per cent on the

average will take place during the months to come,

2. Budget

General Financial Position

72. Befﬁré the wéf Iré@fs finaneiaivposition was, onh the whole, sound?!

‘the governﬁeﬁf'sﬁordigarf budget‘shoﬁed sméll surnluqes, the Uublic debt was
small and increasing oil royalties, generally credited to a qenarats rublie
works budget made possible the financing of such proiects as railvay improve-
ments and the beginning of certsin flood ¢ ontrol'and 1rrigation scnemes, In
1938, to meet part of the cost of these works, a loan fof £ 1 million, the
first fofeign loan to be floated by the Iragl Government, was successfully
placed, the proceeds being uéed mainly for railroad modernization and expan-
sion, ‘In 1939, again toAméet the costs ofvfhe capital §orks program, a further
loén of & 1 million was obtained from the Iraq Petroleum Company as a non-
interest bearing advance against ail royalties.

~i 73. During the war years, greatly inereased revenues angd lowerlexpendi—
tures, mainly because of the enforced limitations on its eapital orks pro: aram,
enabled the Iraqi chernment to show a series of budget surpluses; by the end

of the conflict a surplus of over 4 million dinars had been aceumlated,

1/ ‘''hile during the war years the government's financial accounts showed
substantial surpluses and ite first foreign loan of & 1 million was paid
off,: nen-interest bearing advances -for & 3.5 million were, however, ob-
tained against oil royalties to meet the government's current requirements.
As the discussion of the Iragi public debt which follows will show, a large
part of this indebtedness is still outstanding.
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74. During the first postunr worg tho Aovornentts redbunts - -
“Were in balance. In 1947-48 and the tvo years following, hovever, deficits
occurred, resulting in a generally embarrassed finencial position and in a
zrowing difficulty for the government to obtain the funds required for its
operations, Although the ordinary government brvdget for the current financisl
vear (April 1, 1949 to March 31, 1950) is balanced, the government's total
expenditures (including those for capital works and state—owned enterprises
accounted for in separate budgets) are expected to exceed revenues by s sub-
stantial margin; as a result, at the present moment governmental funds are
scarce and the government is forced, by its own zdmission, to engoge in s

1

rather precarious financial "hand to mouth" existenceaa/

Structure of the Iragi Sudget

7?5, TFor an informed evaluation of Iraq's present financial position and
an estimate of its vrobable future s clear understanding of the structure of
tne country's budget and of the main types of income and outgo is essential.

76. The Iraqi Government's total expenditures and revenues include
three main categories:

(1) Those of the ordinary budget:
(2) Those of the sevarate capital works budget;
(3) Those of four government-owned enterprises: the fraqi
State Railvays, the Port of Rasrah, the Fao Bar Dredging
Scheme, and the iragl Currency Zoard.
77. The first category, the government's ordinary budget, includes

ordinary governmenial revenues and expenditures: on the revenues side, custom:

1/ Tor a detailed statistical account of the course of Iragi finances
before, during and after the last war, gee Tadleg 12 to 22 in the
Statistical Apperdix to this report. The tables show annual revenues
and expenditures of the Iragl Government by principal categories for
the financial years from 1935-36 to 1949-30,
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receipts, which amount to the upusually large share of from 30 to 40 per cent
of the total, the proceeds of & tﬁrﬁdjer tax on ag:ic#lﬁu;al produce and
revenues from the tqbacco monopo;y, aﬁd theAp;cheds‘of the income tax, paid
by membe:s of the professions and Qf-commerc§ and industry, but not by land
owners, the country's wealthiesﬁ growp. On the expen&ituré side, the most
important single item is that of égmeﬁgency expendi§ure“, representing over
20 per cent of the total, w@;ch ;nclugeg.main;y cost of living allovances to
government employees and, in.i9h8 a§¢_1949! the extraordinary expenditures
resulting from the war in Palest;ne{ Other large items are the expenditures
for defense, police, and educatiog, absorbing 20, 10 and 10 per cent of the
total, respéctive}y.

78f The government's separate capital works budget includes, on the
revenue side, income from oll royalties and earnings of the Iraql Currency
Board, and on the expenditure si@e the cos§ of such public works as rcads,
bridges, telegraph and telephong instal}atiqns, construetion of publiq
buildings and the cost of certain irrigation works.,

79. Of the budgets of the four government~owned enterprises, by far
the most important is that of the Iraci State Railways. “hile the railvways!
operating budget generally shows a slight surplus, expenditures on capita).
account were, in postwar years, no; Qoveped by any*bu&geﬁed revenue bul
constituted a charge which the‘governmgnt was forced, in the main; to meet
through borrowingf

807 Financial acgquntg for the Iragi Currency Board, the Fort of Basrah,
and the‘Fao Bar Dredging Scheme shQW a}mosﬁ uninterrupted surpluses; a slight
deficit is, however, foreseen for both of the latter for the current financial
year. DBecause of the transfer of the Currency’Board to the National Bank of

Iraq last July, only very limited revenues appear in the Board's eurrent
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budget, while continuing expenditures, covering the liguidation perisd, result
in p deficit, the first to be recorded during the past 15 years.

Reasons for Present Fimancial Difficulties

81. If the balances of the Iragi Government's ordinary and capital works
budgets and those of the four gqvernment owned and controlled eﬁterﬁrises‘are
A combined, the following over-all financial position for the four years 19&§~SG
is obtained:

Budget Position (Balances) of the Iragi Government
(In millions of Iragi Dinars)

Ordinary Cepital Works Railroad  Other Special Total Govnt.

 Years Budget Budget _ Budeet 1/ _ Budgets 2/ Budget
1946/ 473/ £ .3 =7 -6 | £1.0 0.0
wu7/usd 1.8 1.2 -1.5 + .6 -5
w9u8/40% 1. -1.0 -2,k -7 5.3
igug/go%/ 0.0 - .6 ~2.4 <1.3 Ly,

Includes both operating and capital works expenditures, the deficit shown
being due to the labter.

Port of Basrah, Fao Ber Dredging Scheme, Iragi Currsnecy Board.

Actual income -and expenditure.

Budget estimates.

EME

Source: Prepared from dsta obtained by the ISRD Mission from the Iragi
Minietry of Finance.

82, An analysis of these figures indicates cleérly’the main causes for
‘the present state of unhalance in the Iragil Governmentfs finances and the
principal reasons for the current lack of readily available funds.

B3. As the table shows, there was a rather suhstéﬁtial &eficit in the
zovernment's ordinary budeget from 1947 to 1949. The main reasons for it wefe
the unusually severe cro§ failure in 1947 which fofced'the government to pur-
chase wheat abroad and resell it to domestie consumers at lower prices, a

concurrent rise in general prices and the cost of living, whieh found expressio:
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in higher cost of living allowances‘to ggvérnmenf employeeé{‘aﬁd;'finaliy, the
outbreak of the war in Palestine which resulted in a material inerease in the
governmenﬁ's emergency expeﬁditure§'. 'k - , }

84. The main cause for the récent deficits in fhg capital'works budzet
lies in the substantial deéregse in income from oil fﬁya?fiéS‘which dﬁéﬁrred
as a result of the closingvof‘the ﬁipeline'to Haifé aftéfjthe beginningyéf
hostilities zgainst Israel; as a result of that‘closing, income from oil
royaltles was, in fact, cut in half,

85. The largest single unbalancing element in the Iraqi Government's
over~all accounts and the main cauge for its current financial difficulties,
however, is the substantial deficit which appears in the acéqunts of the |
state~ovmed Iraqi rallways,

86. As the detailed data in Aprendix Table 15 indicate, while the rail-
road's operating accounts showved small annual sufplusés, large deficits were
caused by the recent, sizeable expenditureslén capital works for vhieh no
adeguate in;ome had been provided. In faet, while plaﬁs ﬁade for the réil~
roads! capital works expenditures were approved by the government and the
beginning of the works in question auth@rized, no spacial!buﬁgetary nrovision
vas made to cover their cost. Part of the resulting deficits have already
been met through government borrowing; the bulk of the ocutstanding claims,
over 1D 2 million, howe?er, still remains uncovéfed énd represents‘a debt
for which creditors are éurrentlykpressing té,be éepaid. ‘It is not surrrising
that, under the circumstances, the Iraaqi Govefﬁﬁent should find itself har&
pressed for funds.

Qutlook for the Future

87. hat are the remedies for these difficulties and what is the outlook

for the country's finances? The first sten is, obviously, the funding of the
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present floating railrcad debt and the reduction of the railroad's capital
works program to a size commen%urate with the funds whicq can. under present
circumstances, be provided for the purpaqe. Sinoe Iraq s total public debt
is small an inerease of it for the purpose of funding outqtaﬁding raiLroad
obligations and of providing some further funds for cab*tal improvementa
seems feasible.

88, Oncé the railroad dgbt is fﬁn&éd‘fhe problem arises of how to eli-
minate the defieits in the government's capital works budgzet and the accounts
of the other three govefnment owﬁé& égegéies. Added inéome from o1l royalties
will eliminate the deficit in the cspital works budget if expenditures are
properly controlled, i/‘:The &éficit 6f the Iragi Currency Boa?d is clearly a
result of the current &isestablishment of that Board and will not recur:
deficits shown by the Port of Basrah Authority and the Fao 3Bar Dred?ing ‘
Scheme should be met by using~accumﬁlated reserves (which in the case of the
Port Authority are kmown to be substantial) or by limiting the scope of the
works to be undertaken until adeguate fuhds are available.

89. The paramount proﬁlem vhich remaiﬁs is that of the‘position of the
government's ordinary budget. Ag Appendix Table 13 sﬁows,.ordinary revenues
and expeﬁditures of tﬁe.lragi‘GoVernmént have, on the whole, been fairly well
balanced in the past.‘ Sufpluées have aitérnéted witﬁ deficits, which have
amounted, on the avérage to lesg than 10 péf cént o% tétal ewnéﬁditﬁfes;

The ordinary budget for the current financial year (ﬁpril 1 1949 to xarch

31 1950) shich was approved by the Iragi Parllament this spring, shows

1/ It should bYe noted, in this connection,.that no forvard commitments be»
yond the end of the present fiscal year (March 31, 1950) exist at th
time in Irag's capital works budget. 01l royalty income is, therefore
available for local currency expenditurés on projects which the 3Bank
might finance and for such other murpoqes as the Iraqi Government may
determine,
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neither surplus nor deficit but a balance at ID 25 millien,

90. Will that balance be gchiéVed? The outlook is not, at present, a
promising one, The IBRD mission's stéy in’Iréq was too chort to permit a
detailed study of the various categories of income and expenditure and the
preparation of reliable estimatés on the probable future course of eachs
sufficient information, hovever, was‘qbtaiﬁed to make possible certain gen-
eral observations and tentative conclusions,

91. Budget estimates fqr this year's incomel/ are. slightly larger than
those for last year because of the larger income expected from the increase
in customs duties (10 per cent oﬁ the average), in the agricultural turnover
tax (from 10 to 12% per cent), and in the property, gasoline and stamp taxes,
engcted by the Iragl Parliament last spring. Estimates for current expeﬁ&i-
tures are lower, mainly because of the savings which the zovermment hopes to
realize through the far-reaching reform 'of the Civil Service now underway.

92. On their face the government's latest figures do not appear to be
out of line with similar figures for the recent past., If hostilities in
Palestine are not renewed, the budgeted item of ID 1 millien for war expen-
ditures in Palestine might even be found to constitute & hidden reserve which
may neutralize, at least in part, the effects of certain over-ectimates in
revenue, If the additional tax legislation now before Parliament, for the
enactment of which the government is pressing (new death duties snd increased
income, motor car, and radio taxes and court fees) is actually nassed, the
government's income may be further increased.

93. In a careful appraisal of the government's income estimates,

1/ According to a statement made by the Finance lMinister to the Iraqi
Parliament, current estimates of both income and expenditure were
based upon actual income snd outgo during the first ten months of
the preceding fiscal year.
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however, serious doubts arise in connection with the item which is by far the
most important, i.e. customs revenue. It does, in faet, eppear improbadble that,
although customs dutles were recently raised, and although the rise in import
prices likely to follow upon the recent devaluation of the Iraqi dinar will
result in increased income from ad valorem duties, customs revenues generally
should, ag the current budget foresees, be larger than those for the preceding
year. In 1948 Iraq's imports were higher than they had ever been before. This
year their volume is likely to be considerably lower, because of the restrie~
tions currently placed uporn imports in an attempt to correct the large deflcit
in the country's trade balance, and also because of the generally reduced
volume of business expected during the current recesgion in commercial activity.
9k, If, as it is very likely to do, the wolume of imports falls, income
from customs revenues is likely to fzll with it., Any hidden reserves provided
for in the budget would, n#der the circumstances, very probadbly be insufficient
to absorb the effects of the decline and, unless expendituzes are drastically
-cut, a renewed and possibly substantial deficit may result, Mo current data
on fhe volume of imports or on customs collections are available: 1%t ig not
improbable, however, that lagging customs collections which, in the current
budget represent over 40 per cent of total revenues, may be one of the prin-
cipal causes for the government's current, apparently acute shortage of funds,
95, If, as a result of the anticipated fall in custom collections and of
the possible rige in certain expenditures following upon the recent currency
devzluation, the government's ordinary accounts for the gurrent year should
show a deflcit, more domestic borrowing will have to be resorted to. Although
Irag's total public debt is small and could be further increased without undue
strain upon the country's economy, domestic flotation of additional bond issues

or sale of additional Treasury bills will be found to be difficult in view of



the current tight gondition of the Iragi money market and the general scarcity
of investible funds, The government mey thersfore be forced to have recourse
“t0 the opportunities for additional financing provided by the new banking laws
which require investment within Iraq of a stated proportion of commercial bank
deposits and permit the central bank to invest 30 per pent of its curreney
reserves in Iraql Government obligations.

96, On the whole, although sn attempt is being made to ease the present
finencie) strain through an increase in taxation and arreduction in expenditures,
the government's finaneial position is likely to remain difficult unless large
debts, such as that of the railroads, are funded, unless revenuves for the ecapi-~
tal works budget are increased through increased i#came from oil royalties, and
unless a thorough, long overdue reform in the_countfy's tax system and & Judl-
cious pruning of expenditures are carried out, TUnder Irag's rather primitive
tax structure no taxes at @)l are now levied on landowners, by far the weszlthiest
elasg in the population. Although taxation of 1and~holders is difficult, not
only in Iraq but throughout the Middle Zast, because of the strong poiitical
power which they wield, it does not seem unlikely that s really determined
effort to make theﬁ bear at least some part of the state‘svexpenses might
yield heipful results, Similarly, a thorough overhauling of the Civil Service
an& of the costly armed and police forces, includiﬁg s determipned elimination
of unnecessary functions and posts, would, in all probability, yield a saving
much lerger than that carrently entieipated.

97, Generally speaking, there is nothing which 1s technically impossible,
or even very difficult, to remedy £m Iraq’s eurrent financial malady —- what is
needed ig determination on the gowernment?s part to study the situation thoproughl:
preferadly with the assistance of impartial foraign‘gxperts, and to gpply with

determination the rather obvious remedies whigh are likely to be prescribed.
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3. Publie Debt

98. ifaq‘s pﬁhlicwdebt is éémparatively'sméll;ané i%s burden on the
country's'économy is not a material one. As Appendix Table 22 shows, it con~
sists of two domestic medium terﬁkiséﬁes (5.and 10 ye&rs) floatéd in 1947 and
1948 at 3 and 3% per cent for thetal of iD Zrmillion; of tﬁo domestic long
term (20 year) 1ssues floated in 1945 and 1948 at L per cent for s total of
ID 4 million; and of short term 2% per cent Treasufy‘bills issued in 1948 and
1949 for a total of ID 5.1 million of which 3 million are held by the Iraqi
Carrency Board and 2 million by the Rafidain and various‘other Ira@i Banks,
In addition, there are: an unfunded néﬁninterest beafing debt of about 2 .
million pounds sterling owed %o the'Brifish Covernmeﬁt for war surplus material,&fff
against which; however,‘iraq claims‘én almost equivalent credit forrcustom
duties on wartime imports and for railfoad transport’services rendéréd duriﬁg
‘the war, oﬁtstanding non-interest bearing advéncés of 4,2 millien poﬁndsrster~
ling ‘against oil royalfies, repayable at a rate not to exceed S 900,000 ﬁer
‘annum, and varlious debis currently owed by the Iraql railroa&s to suppliers
of material for their development program for a total of about IDr2.2 miliion.i/

99. As the foregoing enumeraﬁion sh@ws,‘theré is no funded Iragi external
debtkrepreSented by bonds quoted on any exchange -~ 1o eiternal ﬁaasure of H
Iraq's cre&it‘represented by such band quotations théfefore exists. Last June,
Baghdad quotaﬁions for domestic bcﬁdé‘of ID 100 par value ﬁere i) 96 for the

S-year, 3 per-cent issue and ID 4.5 for “the longer term, 3% per cent issue,

1/ It is undrrstood that in 1948 the Britlish Government extended to Iraq a

'~ non-interest bearing credit of about 2 million ID for the purchase of
surplus arms. The precise value of deliveries made has, however, not
been determined as yet, and no detalls are kmown as to conditions of
repayment,
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4, Poreign Trade and Balance of Payments

Total Trade and Balance of Trade

100, The outstanding featu;e‘in Irad‘s‘foreighitradé‘is the continuing
deficit in the country's cbmmercial_balance. As Appendix Table 23 shows, ever
since before the war Iraq has consténtly imported more than it has ekported:
imports have consisted largely of manufactured articleg, whilé exports(have
been confined, in the main, to ag:icultural products. The trade deficit hés,
until recently, been made up principéllyAﬁy income froﬁ oll royalfies and the
0il companies! local expenditures:.during the 1as¥ three years; howe?e?, a
greatly enlarged trade deficit had to be met mainly by a decrease in Irag's
credit balances abroad. | ‘

101. Vhen the war ended Irag was in need of a variety of capital and
consumer goods, Its small industrisl plant, outworn and, in part, outmodled,
needed replacement and expansion; its railroads, placed under severe strain
and taxed to capacity during the war, required rehabilitation;vthe need for
agricultural equipment, which had remgined unfilled during the war, had io
be satisfied; a variety of consumer goods, fof which the country had, tradi-
tionally, relied upon imports, had to be providgd, As a consequence, iraqi
merchants, impatient to fill the large backlog of orders which had accumulated
during the war, expanded tﬁeir foreign purchases rapidly. The result was that
the value of Iraq's imports grew from ID 18.9 millidn in 1945 to 28.4 million
in 1946 ~- the trade deficit expanding at the same time, from ID 8.9 to 15.3
million. In 1947 and 1948 the resulgs‘of an exceptionally bad harvest which
made necessary the importation of foreign grain led to a further increase in
the adverse trade balance which grew from ID 15.3 million in 1946 to ID 36.9
million in 1948, Because of an embargo placed on grain expdrts as a result

of the poor harvest during the preceding year, exports decliﬁed from ID 14.7
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million in 1947 to the exceptionally low figure of 8.5 million in 19h8.;j

Composition and Direction of Iragi Trade

102. As Appendix Tables 24 to 27 show, Iraq's chief imports are cotton
and woolen textiles, machinery and equtpment,ban& chemicals: sugar, tea and
soap are also significant. On the export side grains (mainly barley) normally
account for nearly one-half, and dates, of‘which Irag is the world‘s prinecipal
supplier, fér about one-third of the total. Raw wool, hides and skins, and
live animals follow, genetélly in the order named.

103, Since Irag exports méinly cereals and raw méterials in exchange for
manufactured goods, the bulk of the coﬁntry‘s trade is with industrizl coun—
tries. Before the war over 60 per cent of Irag's total imports came from four
such countries —-- the United Kingdom, the United States, Germany and Japan ~—
and over 55 per cent of hér exports went to them. Of the four, the United
‘Kingdom, ﬁith about oné~foﬁrth of Iraq's total trade, was by far the most

impdrtaﬁt. In 1948 almost one-half of Iraqls total imports came from the

1/ In considering Iraq's trade statistics, it must be remembered that, since
in Iraq oil is produced and exported under special concession and royalty
agreements, the proceeds of all oil exports remaln at the dispossl of the
exporting oil companies and only royalty payments agreed upon in the coen-
cession agreements are made to the governmment. 01l exports as such do,
therefore, yield no income to Iraq and are, consequently, not included in
Iraq's ordinary trade statistic¢s. Imports made by o0il companies, for which
no paymente are made by Iraq are, however, included in the country's v
ordinary imports, the reason given for this procedure being that such im-
ports are not large enough to distort ordinary commercial import fizures
materially. For completely acecurate trade data, adjustments would also
have to be made for the fact that, before 1946 when c,i.f. values began
to be used, import values were computed on the basis of the higher prices
which imports brought on the local market. Pre-1946 import data would
thus have to be adjusted downward, possibly in some cases by as much as

- 20 per cent; export figures, on the other hand, would need to be raised

~somewhat to compensate for exports which failed to be properly recorded.
In 1946, however, statistical procedures were revised and improved, and
for that and the years following, recorded trade data reflect with
increaging accuracy the actual course of trade values measured in
conventional terms,
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United Kingdom while less than one-sixth of her exports went thers, In the
same year, other leading suppliers were the United States, Italy, Iran and
India; other principal markets were India, the United States, Syria and
Lebanon and Egypt.

104, Although not recorded in Iraqi trade statisties, it is known that
before the war Iraq's oil went almost exclusively to Furopme, France being by
far the largest market; after the war, Iraqi oil went mainly %o tﬁe United

Kingdom, via the pipeline terminal at Haifa (for details see Apvendix Table 30).

Trade and Tariff Policy

‘105; During the war imports into Irag were controlled by the British
Middle East Supply Center and by a system of Iragi import licenses. ‘Then the
war ended, the Supply Center was dissoived and the Iragi licensing system wasg
relaxed considerably until the only imports requiring license were those from
scarce currency countries and the few commodities then still subject to inter-
national allocation. When, in August 1947, the Anglo-Iragi Agreement governing
the release of Iraq's accumulated sterliﬁg balances was concluded, it was
realized that to prevent too rapid a depletion of these balances, some control
of imports from the sterling area would have to be reintroduced. As a result,
imports were classified according to their essentiality and for goods consi§~ ‘
ered to be essential, such as cotton textileg, buiiding materials, paper, |
tires, etc., a system of general import licenses with over-all annﬁal allbcar
tions of exchange was established. TFor less essential goods such as silk |
piece goods, cigarettes, alcoholic beverages, ete. and for all imports from
hard currency countries, special licenses were required, In practice,
"essential" commodities originating in soft currency countries were impbrted
quite freely, the only real restrietions being placed on the importation of

luxuries and of goods originating in hard currency countries. The result of



- LD

this rather liberal system of import control and of the large irports of grain
which followed the bad harvest of 1947 was the large expansion of imports and
of the trade deficit described above and a progressive depletion of the coun-
try's foreign exchange balances. To check this trend, in September, 1948 all
imports, including those from non-scarce currency countries, were suhjected to
license, Iraqi authorities refraining, for a time, from issuing any licenses
at all except for goods already arrived at Iragi customs and for goods to be
paid for with dollar balances until then left unused. Although it is too early
to assess the full result of these measures, a lowering of import tétals ig
known to have taken place during the latter part of 1948 and the first months
of 1949 -- a trend which is likely to continue throughout the current year.

106, ‘hile the government is, ‘on the one hand, endéavoring to control
imports, it is, on the other, seeking to stimulate exports, A particularly’
noteworthy effort in that direction is the recent endsavor of the Iraqi Date
Assoclgtion to improve the grading and packing, and consegquently the foreign,
and particularly the U.S., sales of its product.

107. As the earlier discussion of Irag's public finances has shown, the
main objective of Iragl tariff policy is that of raising revenue: itg most
important other goals are the encouragement of domestic production, both
agricultural and industrial, and reduction in the consumption of imported
luxuries, Originally similar to the cld Ottoman tariff which levied an ad
valorem duty of 11 per cent on practically all imports, the Irani tariff law
was completely revised and modernized in 1933, The new law which, though
extensively amended, is still in force, provides exemption from duty for all
kinds of machiiery used in agriculture, construetion work and in many types

of industry, and for comparatively high duties on foreign manufactures,
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similar in type to goods produced locally.l/ Generally, Iraql duties are low
on raw materials, somewhat higher on semi-manufactured articles and highest on
finished goods. Raw wool, for example, pays 8 per cent ad valorem, carded or
combed wool 15 per cent, and woolen manufactures 25 per cent. ZExport duties
are practically non-existent with the important exception of dates on which
an export duty of 1 per cent ad valorem is levied for revenue purnroses.
Terms of Trade

108. Although no reliable indexes of export and import prices exist and
a precise computation of Irag's terms of trade is therefore impracticadble, an
examination of such price data as are available indicates that during postwar
years the terms of trade have become gradually more unfavorable to Iras., Im-
port prices, which rose considerably after the war, have been declining but
at a lesser rate than the prices for agricultural products which constitute
the bulk of the country's exports.

Balance of Payments

109, Detailed data on the principal items of the Iraqi balance of pay-
ments for the three last prewar years show that before the war the country's
considerable trade deficit was made up, without special difficulty, by income
received from oil royalties, expenditures of British forces in Irag, local
expenditures by oil companigs and such 'invisibles! as port dues and conmis~
sions, tourist expenditures, etc. (See Appendixz Table 31)

110. A precise statistical description of Iraq's balance of payments
position for the war years is difficult because of the lack of a number of
significant data for that period. There is, howvever, no doubt that during

the war Irag's international finznecial position was considerably strenztihened.

1/ On sweets, for example, an ad valorem duty of 75 per cent is levied, and
on imported shoes, a specific duty, corresponding, before the recent
currency devaluation, to $2.40 per pair,
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Although the trade deficit continued and was enlarzed toward the end of the
war, income from port dues and transit trade, and especially that from 0il
royalties and British military expenditures within the country was very con-
siderably enlarged. The result was, on the one hand, an expansion of domestic
currency and bank deposits and a corresponding rise in prices, and on the
other, the sccumulation of very substantial bank balances abroad. Iraqi
sterling deposits in London, in fact, vose from about & 7 million before the
war to 69 million in December 1945,

111. After the end of the war Iraq's international financial position
has been progressively and considerably weakened. As the table on the follow-
ing page indicates, in 1946 a rapidly growing import surplus was finaneed
mainly by the foreign exchange provided by British military expenditures in
Iraq, receints from oil royalties, imports and local expenditures by oil
companies and such 'invisibles' as tourist expenditures, port dues, ete,

When, during 1947 and 1948, largely because of the bad harvest in the former
year and the consequent, substantial importation of foodstuffs and embargo
on grain exports, the trade deficit had assumed unprecedented proportions,
payment for the excess of imports was made mainly by drawings against the
country's accumulated sterling balances abroad, |

112. Because of the large drawings made against them, Iraq's sterling
balances have, of late, been very materially reduced; it is therefore now
becoming imperative for the Iraqi Government to limit imports so as to bring
the trade deficit back to manageable proportions. As the preceding discussion
has shown, a serious attempt to do this is currently being mads through the
stringent import license system already described, As a result of the govern~
ment's efforts, during the early part of this year, imports hzve shown a

declining tendency; Iraq's leading exports, on the other hand <~ mainly barley,
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wheat and dates -— are expected to increase materially both as a result of the

recent lifting of the embargo on barley exports, and of the good crops expected

during 1949,

Summary of Iragq's Balance of Payments, 1QNG-H8 Y

(In millions of Iraql Dinars)

___ioh6 1947 198
Payments Receipts Pgyments Receipts Payments Receipts

Imports 28.4 ‘ Lo.1 h5.5
Exports ' 13.2 14,7 8.5

Vet income from:

Port dues, ete. 1.1 .8 8

Imigrants & tourists 1.4 A A

U.X. military expen-

ditures- 2.7 2.2 2.5
Net value of: A

0il royalties 2.2 2,2 1.7

0il company imports 2.0 L1 8.4

Local oil company ' '

sxpendltures 2.1 k.5 5.0

Decrease in Iraqi . ‘ '

' ‘balances abroad 1.9 8.3 13.5
Totals ' 28.4 26.6 40.3 38,2 45,9 Lok
Omitted items,

adjustments,

errors, etc, -~ 1.8 -, 2,0 - - 5.5

28,4 28.4 bo.1 Lo.2 Ls.9 45,9

i Se——— Sr— si—e

1/ To achieve clarity in the presentation of essentials, a number of smaller
items have been omitted in thisg table.

Source: Prepared from the detailed data on the Iraqi balance of payments,
furnished the IBRD Mission by the Iragl Government, contained 4in
Appendix Table 31.
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113. The prospect for the coming year thus looks encouraging,: A reduo-
tion in the quentity of imports ahd a significant increase in that of exvorts,
might, if no major changes oceur in other items of the international balance.’
materially reduce and possibly eliminate the need for a further drain upon
sterling balances held abroad.

114, Although the significant reduction and possible elimination of
th;s drain is a possibility,kit is, however, too early to say with assurance
what effect currency devaluation and the measures undertaken by the Iraqu
Government to control imports will actually have upon the country's trade
balance. Though well intentioned, the administrative apperatus of the Iragi
Government is, on the whole,‘still weak and at the mercy of rather frequent
changes in government personalities and policies; the possiﬁiiity therefore
always exists that measures adopted and passed by one cabinet mey be reversed
or materially modified by another. Because of the accompanying inerease in
prices, currency devaluation will very probably result 1n an increase in
import values over those which would otherwise have prevailéd -~ but, for
the same reason, export values, t§o, will grow. As a result of the cheapening
of Iragi currency, increased sales in hard currency areas may possibly, on
balance,rcontrihute to a narrowing of the trade deficit,

115, Although much improved over 1947-48, during this and vossibly the
coming year, Iraq's balance of payments position is, on the whole, likely %o
continue to be a rather difficult one. The longer range outlook for the
country's international accounts does, however, appear to be favorable. The
reopening of Haifa and the completion of the new 30-inch pipeline to Banias
in 1954 are certain %o bring a substantial increase in foreign exchange
earnings from oil royalties. Local expenditures of oil companies are also

likely to be increased if the companies' programs of plant expansion proceed
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according to schedule. Iraql exports, for which a good demend is 1likely to
continue, are expected to grow as esgricultursl production is expanded as

a result of more intensive snd effective cultivation and the extension

of cultivation to newly irrigated land., If, therefore, present import
controls are continued, and imports, especislly of non-essentials, are

kept within bounds while a vigorous effort 1is made to enlarge the market
for Iragi exports, there appesrs te bo little resson to believe thet over
the longer term Iraq should not be able to overcome successfully the
difffculties which confront its internationel peyments position at the
present time.

5. Foreign Exchange Position

116, Before the war, Iraqi dinars were freely convertible into
dollars and other currencies. Under legislstion psssed by the Iraqi
Government, exchange control was introduced in November 1941. As a
member of the sterling ares, Irsq is obliged to surrender tn the sterling
area prol all scarce currencies earned; in return the Ireqi Goverrnment
obtains from the pool the currencies which it requires.

117, Under the original Iraqi exchenge control lsw end its later
amendments, foreign exchenge trenssctions mey be effected mnly through
the medium of banks licensed by the Iraqi Ministry of Finance to desl
in'foreign exchenge under the conditions laid down by the Exchange
Contrnl Committee, esteblished under the Iraqi Exchange Contrnl Law.
Actual control nperations are carried out by a Controller of Foreign
Exchange in accnrdance with suthority delegasted to him by the Committee. .

118, Iraqi exchange control regulations apply to all foreign trade
end 'invisible' transactions., Fereign exchange resulting from exports

must be surrendered to a licensed dealer under an undertsking previously
' ' given by
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the exporter; all imports are subject to licenses granted by the Directorate
General of Imports, foreign exchange for them being granted only upon surrender
of the exchange control copy of the particular import license.

119. As the discussion in the preceding sections of this report has
shown, because of the heavy demand for imports after the war and the absence
of adequate import controls before September 1948, the substantial foreign
exchange balanées accumulated by Iraq during the war were sharply reduced in

postwar years. Their position sincek19&6 is shown below (in million pounds

sterling):
December 31, December 31, December 31,
1946 1947 1948
Steriiug owned by:
Currency Board 43.0 39.0 33.9
Private Banks 20.6 18.3 104
Government Departments 2.4 1.1 .8
Other foreign currency balances 1.3 6 .
Total 67.3 59.0 k5.5
Reduction from previous year - 8.3 13.5

Sourcer Prepared from data obtained by the IBRD Mission from the Iragi
Government,

120, Since Iraq is a paii of the sterling area the use of her sterling
balances is subject to agreement with the United Kingdom. In August, i9b7,
Iraq and the United Kingdom concluded a finanecial agreement for a period of
five years (July 15, 1947 to July 15, 1952} under which about one~half of
all of Iraq's official sterling balances (those of the Government, the Cur-~
rency Board and Iraqi Banks) amounting, at that time, to about 60 million
pounds, were to be released, while the other half was to remain 'bdlocked!

in a so-called No. 2 Account. The sterling thus released and any earned in
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current transactions after July 15, 1947 were‘to be credited to a Yo. 1 (free)
Accounﬁ ét the‘Bank of England and were to be freely useable for payments "in
any currency area.

121. Under the terms of the agreement the sterling balances to be re~
leased amounted to over 30 million pounds. Of this, 15 million were to be
released during the coming five yeérs (1947-52) at the rate of 4 million
pounds annually for the first two years and at the rate of one-third of the
remainder over the ne#t three years., In addition, 2 million were to be
releaséd as a working balance for the banks, 5 million as a specilal provision
for the transition period, 5.2 millien to cover outstanding contracts, and
L.2 million to éover the repaymgnt of advances mads by the Irag Petroleum
Company to the Go?érnment of Irag which are still outstanding,

122; Owing to the exceptional balance of payments difficulties experi-
enced by the Iragil Government last year ~which caured a significant dernletion
of Iraqil free balances, discussions arevcurrently taking place with the Britiech
Government with a view to the release of further amounts from Irag's blocked
balances.

123, As %o hard, or scarce currency, during the war the United XKingdom
undertook through annusl sgreem:znts ending in 1944, to provide Iraq with
sufficient haerd currency to meet itg essential requirements in scarce currency
areas, During the postwar period a similar procedure was followed. The first
postwar agreement, with‘its extensions, provided Iraq with scarce currency
totalling $36.75 million for the period between January 1, 1945 and July 15,
1947, in addition to about 3.7 million for commitments entered into before
January 1, 1945,

124, As was said above, the British-Iragl agreement on sterling balances

stipulated that as from July 15, 1947, sterling accumulated in the ¥o. 1
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Account should be freely avallable for payments in any currency ares. Iowever,
the foreign exchapge difficulties experienced by the United Kingdom which led
to postponement of sterling convertibility, also forced Britain to request
vosiponement of the British~lIragl sgreement providing for free convertibility
of Mo. 1 Account balances. A new agreement betiween Irag and Great Eritain
had ﬁo be entered into to maike possible Iraqi payments to scarce currency
areas, A suprlementary financial agreement between the two countries was
thus concluded in November 1947 which provided that during the period from
July 15, 1947 to Jume 30, 1948, convertibility of free sterling into hard
currencies should be restricted to a total of 4 million doilars for pesyments
in Relgium and 17.4 million dollars for payments in other gcarce currency areas

125. In mid~1948 a new Anglo-Iraqi financial agreement was reached
regarding hard currency releases for the year from July 1, 1948 to June 320,
1949, Through this agreement, $22 million were made avéilable for expendi-
tures in scarce currency areas, including Belgium, and about $3 million for
expenditures in Sweden., A renewal of thig agreement, provisionslly extended
in the meantime, is now being negotiated.

126, On the whole then, all Iraqi earnings of hard currency must now be
turned into the cterling area exchange pool; the amount of hard currency to
be placed at Iraq's disposal by that pool is determined annually by sgreement
between the British and Iraql Governments, Thus far a larger amount than
Iraq herself had earned and, as it turned out, than she was 2ble to use, was
made available to her,

127. It is not unlikely that so long as Irag remains a part of the
sterling area she will be provided with hard currency in amounts not too
far velow those obtained up to now. If she should leave the sterling area,

the Iragqi Covernment could negotiate with the United Kingdom Government to
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obtain the egquivalent of the dollars accruing to the steriing ool from the
sale of Iragi oil for dollars, as well as the dollars accruing as a result of
American investments in Irag's oil projects which flow mainly through the
British controlled but partly American owned Irag Petroleum Company. The
dollars now received from sales of Iragi oil and from investments‘ﬁn Iragi
oil companies by their American part owners, are, in fact, the main reagoﬁ
for the generous doliar allowance nov made to Irag by the sterling area pooi{
In addition to such dollar receipts Irag would have her own direct earnings |
of hard currency arising from exports of her dates, wool, ete. to hard currency
countries,

128. The volume and direction of these exports during the last three

years are shown in the following table (in thousands of-Iraqi Dinars):

Iragi Exports to Hard Currency Area 1938 1946 1947 1948
U.S.A. 354 1,171 640 1,037
Japan 556 - - -
Belgium 122 354 337 2
Germany 162 - Lo L6
Canada o 192 152 62

Total 1,238 1,717 1,169 1,547

Source: Based upon data obtained by the IBRD Mission from the Iragi Government

129, As these figures indicate, in 1948 Iragq earned ID 1.5 million or
6 million dollars from her exports to hard currency countries. In actual fact
her exports to suoh sountries, particularly to the United States, were con-
siderably larger thén the amounts shown by Iraql statistics; this is indicated

by United States trade data for the same years shown in the following table:
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United States Imports from Irag 1938 1947 1948
In Thousands of Dollars

Frults, nuts and preparations

(mainly dates) 1,496 1,831 } 2,k98
Yool and hair 700 2,676 5,883
Meat‘products 584 617 511 -
Leather, furs, hides and sking 205 566 555
Petroleum products - .o 1,534
liiscellaneous 210 619 152

Total 3,195 6,309 11,133

Source: U.S. Trade Reports

130, The discrenancy in the trade totals ig explained, in part, by the
exclusion of petroleum exports from Iraql trade statistics, and for nmost of
the rémainder, in all probability, by the flow of Iraqi commodities to the
U.S. via certain intermediary MMiddle Bastern trading centers such as Beirut.
Unless striotér trade controls are imposed by the Iragl Government, enabling
Iraqi exchange control authorities to secure the exchange arising from such
transactions, a probably lmportant source of additionsl direct dollar earnings
may remain untapped.

131. Since the prospects for Iraqi exporis to hard curreney countries
generally, appear favorable, especially in view of the recent currency devalu-
ation which will meke Irsql goods less expensive in the markets of such
countries, sufficient exchange is believed to be avallable to Irag for the
service of any moderate sized hard currency lean which the country might

receive. Since, however, Iragi imports from hard currency countries have
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generally exceeded exports to them by a wide marginlf - thus far amply
covered by the hard currency allocations made to Iraq by the sterling area
pool —~— it is suggested that to reduce the risk inherent in a hard currency
loan, service of such a loan be assured either by an understanding as to
sterling convertibility arrived at with the U.K. Government, or by a firm
allocation of a sufficient share of Iraq's future direct dollar earnings

to nurposes of debt repayment.

1/ The course of Iraq's trade with principal hard currency countries wos
as follows: (in thousands of Iraqi Dinars)

1938 1946 1947 1948

Iraqi imports from hard currency area 3,407 2,480 4,76k 5,639

Iraci exports to hard currency area 1,238 1,717 1,169 1,547

Trade deficit 2,169 763 3,595 4,092

Source: Based upon data obtained by the IBRD Mission from the Iragi
Government.
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I. SOCIAL AND POLITICAL BACKGROUND

Physical Charscteristics

Iraq lies largely within the valley of the twin rivers, the Huphrates
and Tigris. Its area of 175,000 square miles is somewhat larger than thai
of the state of California. Geographically it includes highlands to the
north and northeas’ with mountain ranges up to 14,000 feet, a central plain,
represented largely by the valley of its two main rivers, and a vast deserit
area to the south and southeast, almost equal in extent to one-half of the
country's total surface., The Iraqi climate is of the vontinental type
characterized by a wide range of tamperatures, shortness of the transitional
seasons, scanty rainfall and low humidity. In the mountaln regions of the
north, summers are hot and dry and winters moist and cold; immediately to
the south and west there ig a belt of dry, Mediterranean climate; further
south from Baghdad to the Persian Gulf snd into the israbian and Syrian
deserts, a hot, dry, desert climate nrevalls, with maximum summer tempera-
tures frequently exceeding 120° F, '

Population and Soclal Structure

The salient fact about the population of Iraq is that it is small in
relation to the size of the country and the extent of available cultivable
land; while other Middle Eastern countries, notably Zgypt, are overpopulated,
Iraq has a problem of threatening population deficiency,

In 1947 the country's total population stood at 4.8 million, with a
rate of annual natural increase estimated at hetween 12 and 17 per 1000 or
at about one and one-half per cent per annum; averasgze population density
was 10.6 persons per square kilometer, and density on the cultivable land,
52 persons per scuare kilometer -~ g figure which is much lower than that
for any other settled area in the }Middle East.

The Iragi population is mainly rural and in part nomadic; the three
main cities account for only 15 per cent of the total (Baghdad, 349 thousand,
Hogsul, 203 thousand, Basrah, 93 thousand inhabitants).

Ethnically, the population consists mostly of Arabs (over 80 per cent
of the total), Kurds (about 15 per cent) and of smell groups of Iranians,
Turks and others. Of the total population, over 93 per cent are ioslenm,
about 3 per cent Christian and 3 per cent Jews.

Arabic ig the official and most widely used language. FKurdish,
Turkish, and Persian azre employed by the respective minorities; English
is the most widely used western tongue,
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Government and Politics

Iraqg is a very young country. Before the first orld Yar, it was a
part of the Ottoman Empire; in 1921 it became an indemendent kingdom and in
1922 it was recognized by Great Britain, which assumed a mandste for it on
behalf of the League of Nations, On June 30, 1930, the United Kingdom con-
cluded a treaty of alliance with it; the mandate was terminated, and on
October 3, 1932, Iraq vwas admitted to membership in the League of Nations
as a sovereign state. o

Today, Iraq is a constitutional, heredity monarchy with a parliamentary
form of government. The Xing, the supreme head of the state, promulgates all
lawg and supervises their execution. Legiglative power is vested in a Parlia-
ment composed of two houses —-— a Senate of 20 members apvointed by the Fing,
and a Chamber of 115 Deputies elected by electoral votes at the rate of one
for every 20,000 male Iraql subjects, Executive vower is exercised by the
King through the Cabinet., The ¥ing selects and appoints the Prime Minister
and on the Prime Minister's recommendatien, the other members of the Cabinet,
The Cabinet is responsible to the Chamber of Deputlies, its life being depen~
dent upon a vote of confidence by the Chamber,

Largely because of the prevalling high rate of illiteracy and ths
nomad character of part of the population, there is little direct partici-
pation in political activity by the mass of the Iragl neople. There are no
strong political parties but, rather, a series of comparatively small poli-
tical groups the leaders of which alternate in power as members of the
frequeatly changing Iraql cabinets. The administrative apparatus of the
Government, notunaffected by the frequent changes in government personalities
and nolicles, is capable of much improvements; the appointment, in groving
numbers, of able and well trained young Iraqis to responsible Government
posts is, however, a hopeful sign which augurs well for the future of Irag's
Government service.
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1I., DEVELOPMENT PLANS

Introduction

Irag has, at this time, no integrated development program. There are,
kowever, a number of individual development projects, in various stages of
technical readiness, which the Iragi Government is seeking to undertalre or on
which work has already begun. These projects fall into four main categorlest

Flood control and irrigation
Agricultural mechanization
Transport development
Domestic oil refining.

For the most part, plans for individual projects within each group have
been prepared independently by the governmental asgencles immediztely concerned:
although the draft of a law for the establishment of an Iragil Development Board
hag been submlitted to Parliament, no such Board has as yet been formed; there
hag consequently thus far been no overall coordination of the varioug existing
development projects within the framework of a broader national development plar

The scope of Iraqil development projects as they exist at present, is
indicated by the following table which summarizes the estimated costs of the
schemes under more or less active consideration at the present time: (et pre-
devaluation rates)

Flocd Control and Irrigation

Iraqi Dinars
Projects on the Buphrates:

Habbaniyah flood control and water
storage project 3,3?5,0001/
Hillah irrigation project 11,020,000

Projects on the Tigris and its Tributaries:
Vadi Tharthar flood control, water storage
and hydroelectric projects 16,000,000
Tigris basin irrigation projects 18,315,000
Tigris basin dam construction projects:
Gibraltar dam & power plant 3,500,500

Bekhme Dam 12,000,000
Damir Dam 3,500,000
Dokan Dam 3,120,000
22,120,500
Drainage projects on presently irrigated land 8,160,000
Total 78,990, 5002/

1/ Of this amount ID 700,000 have already been expended on the work thus far
undertaken,

This total is somewhat smaller than that of ID 85,000,000 arrived at in
the recent report of the Iragi Irrigation Development Commission decause
some of the more remote and hypothétical projects considered by the Com-
migssion have been omitted in_the foregoing enumerstion.

&
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Transport Development

Construction of roads and bridges
Railroad rehabilitation & development

Total

Agricultural Mechanization

Farm machinery project
Grain silo project

Total

Domestic Oil Pefining

011 refinery project
Grand Total

15,800,000
10,178,000
25,978,000
5,000,000
1,750,000
6,750,000
5,000,000

ID 116,718,500

A more detalled description of the projects listed in the foregoing ‘

table is given in the pages which follow,

Flood Control and Irrigstion

As a result of the recommendations made to the Iraqi CGovernment last
June in a detailed report prepared by the government-sponsored Irrigation
Development Commission, a body which spent over two years studying the tech-

nical merits of a variety of flood control,

walter storagze and irrigstion

projects, the following are now under active consideration by the Iraqi

Government: 1/

Projects on the Buphrates

Hebbanivah Flood Control and ater Storage Project, Stage I,

The Habbaniysh project is a combined flood control and storage scheme

on the Euphrates river which utilizes Habbaniyan Lake,

& degert devrreassion

near the right bank of the Euphrates, southeast of the town of Remadi. A
flood control and storage project using Habbaniysh Lake was first proposed
in 1911 and work was started by the Turkish Government in 1913, World War I
czused suspension of the work; it was resumed in 1939 only to be suspended
again during the last war. By 1939, however, a regulator and escave channel

from Habbaniyah Lake had been completed.

It is the function of these Yo
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permit an escape of excess waters from Habbaniyah Lake into another depression
30 miles to the south, when, during very high flood periods, the levees of the
river are cut to permlt the flood waters to flow into the lake,

Present plans for the Habbaniysh project call for the building of a
barrage (diversion dam) on the Euphrates at “arrar, permitting diversion of
the river's water into Habbaniyah Lake through an inlet channel also to be
newly constructed. The project further provides for an outlet channel and
regulator from Habbaniyah Lake and for the construction of appropriate levees
at low points in the rim of the lake. 'ork on the inlet and outlet chanuels
and the regulator is now proceeding; the outlet regulator is practically com-
pleted, but work on *the channels is slow because of shortage of funds. On
the river barraze or levees no work has as yet been undertaken,

The cost of these works, which would permit the use of the lake for
flood control and storage to a maximum elevation of 49.5 meters above sea
level and which are described as Habbaniyah Project, Stage I, is estimated
by the Irrigation Development Commission at ID 2,700,000. Of this, works
for ID 2,000,000 still remain to be undertaken. Of the latter sum, the
equivalent of ID 300,000 1ls required in pounds sterling.

Hebbaniysh Project, Stage I1.

After the completlon of the works described under Stage I, plans con-
template the raising of the maximum storage level in Habbaniysh Lake to an
elevation of 51.0 meters above sea level. The cost of the construction of
appropriate facilities to achieve this is estimated at an additional ID
675,000; the total cost for works still to be undertaken is, therefore,

ID 2,675,000 for both stages of the Habbaniyah project. “hen completed,
the project is expected to mermit the control of floods on the Huphrates
and the extension of irrigation to 2,400,000 masharas of new lend.l/

Hillah Irrigation Project

Thig is @ comprehensive plan for irrigation development slong the left
bank of the Buphrates, as far east as the natural drainage line betwesn the
Euphrates and Tigris. The total cost of the plan is estimated at over ID 11
million; the project is believed to permit the irrigation of about & million
masharas of new land.

The proposed work is, however, to be undertaken over a series of years
in accordance with the funds made available for it each year. The first step
now proposed is an increase in the capacity of the already existing Hillah
canal and the relocation of one of 1ts maln branches. The cost of this
project is estimated at ID 1,020,000, approximately half of which should be
avgilable in foreign exchange; of the part supplied in forelgn exchange, at
least one~third should be in U.S. dollars. Cultivation of 360,000 masharas
of new land is to be made possible by this project.

1/ 1 mashara = 0,25 hectare = 0.62 acres,
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Projects on the Tigris and Its Tributaries

Jadl Tharthar Flood Control Project

The Wadi Tharthar is a semi~desert water course and valley partly below
sea level lying between the Euphrotes and Tigris Rivers. The bottom of the
Tharthar depression, about 60 km. northwest of Baghdad, is about 3 meters
below sea level., The adl Tharthar project contemplates the diversion into
that depression of the flood waters of the Tigris through a diversion dam on
the river and a channel leading from the river to the depression, After com—
pletion of the project the flow of the Tigris could be maintalned at any
desired volume, river floods belng thus completely eliminated. Through an
outlet channel, fleod waters stored in the “Jadi Tharthar could be returned
to the Tigris in perilods of low water flow. The total cost of the project,
including provigion for the generating of hydroelectric power, is estimated
at about ID 16 million.

Since the execution of the entire project would require a number of
vears, only the flood control elements of it are recommended for construction
in the immediate future, The estimated cost of the flood control project as
such, consisting mainly of a barrage on the Tigris and an inlet chanznel and
regulator into the "gdi Tharthar, is ID 9 milliion.

Irrigation Projects

Although no detailed plans have been vrepared as yet, & number of irri-
gation works on the Tigris and its principal affiuents have been projected by
the Irrigation Development Commission, The principal ones and their estimated
costs are listed below,

Istimgted Cost ID

Lesger Zab extension 5,285,000
Ishaqi area 1,020,000
Diala & Hahrwan area 5,595,000
Lower Tigrig areas 6,415,000

Total 18,315,000

Dam Congtruction Projects

The following are the principal projects for the construction of dams
for water storage and possible later hydroelectric develovment in the upper
valley of the Tigris congidered by the Irrigation Commission:

Gibraltar Dam, Construction of this dam would permit regulation of the
flow of the Diala River, an affluent of the Tigris, and thus aid materially in
controlling floods on that river, It would alsoc permit use of stored water
for irrigation purposes and for production of hydro-electric power. The esti-
mated cost of the project, exclusive of power development, is ID 2,574,000,
The proposed power installation of 30,000 kws. would cost an additional ID
926,500; the water provided would suffice for the irrigation of 1,200,000
masharas of new land.
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The Bekhme Dam. The site of this dam is on the greater Zab, an affluent
of the Tigris, Its cost would bve about ID 12 million, a figure hich, however,
i1s thought to be too high for favorable consideration at present.

The Damir Dam. The site of this dam is on the Adkhim River, an affluent
of the Tigris. 1Its cost ig estimated at ID 3,500,000, Because of the rather
irregular flow of the Adhim River, the project is, however, not one of high
priority,

The Dokan Dam, on the lesser Zab River, would cost about ID 3,120,000;
it is the only one among the dams studied whieh is thought to warrant consider~
ation for construction in the near future.

The Fatha Dam. The site of this dam is on the Tigris itself and would
permit construction of a very large reservoir. The cost of the project,
however, appears excessive at present, making the project imprecticeble in
the near future.

Drainase Projects

Experience has demonstrated that irrigated lands in the twin river
valley tend to become water logged znd saline in time. To remedy these
conditions, drainage is necessary. Although no specifiec drainsge projects
have been proposed by the Irrigation Commission for execution in the immediate
future, 1t is foreseen that a number of such projects will become necezsary
in time. ZEstimated cost of drainage projects on presently irrigated land is
ID 8,160,000,

Transpart Development

Road Transport

Transport facilitieg in Irag are still, generally sneaking, poor. There
are very few modern hard-topped all weather roads in the country; the main
develonment project in road transport, consequently, is the constructlon of
modern highways to link up the capital with the country's more immortznt citie
Cf first importance is the construction of a modern trunk road from Reghdad to
Basrah via Kut and Amara, a project not only required for the development of
the rich agricultural area which lies along this route but also to provide for
gquick vehicular traffic between the capital and the port of Basrah. The
vroject second in importance is the reconstruction of the Baghdad to Kirimk
road to connect that important industrial city with the capital and to nrovide,
at the same time, a direct line of communication by road between the port of
Basrah in the south and the frontiers of Persia and Syria in the north.

In addition to the construction of new roads, an important vroblem in
Irag is the satisfactory maintenance of those already in use. Paved roads are
badly in need of strengthening and resurfacing and in some cases regrading and
realigning to meet the requirements of present day traffie, Owing to shortage
of funds during the past few years, work has been resiricted mainly to surface
dressing and renewal of defective culverts.
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Barth roads, which form the major part of the highway system of the
country, can only be relied upon as a chanrel of communication as long as
the weather remains dry. During wet weather, they hecome impassable, par-
ticularly in the "salt areas" in the south, and therefore disrupt cormmuni-
cgtions, a case in point being the present road from Baghdad to Basrabh via
Xut and Amara. Present maintensnce allotments are devoted entirely to
regrading the surface of these roads from time to time end to the rensval
of defective culverts, the funds available belng generally insufficient
for really effective maintenance, The cost of a comprehensive road and
bridge building program which the Iragl government has prepared has been
estimated at ID 15,800,000,

Railroad Trangport

All Iragil railwsys are ovned by the State and opersted by the Iragi
Railway Administration, a semi-autonomous agency of the government under the
inistry of Communications and “orks., There are sbout a thousand miles of
railroad in the country: of these over 300 are standard gauge and the remain-
der one-meter gauge. A meber gzsuge line extends from Basrah to Bagndad and
a second line from Baghdad to Nirkuk. After the completion of the
combined rail and highway bridge over the Tigris at Baghdad, these two lines
willl form a continuous system linking Basrah in the south with Firluk in the
north,

The standard =zsuge line extends from Baghdad via Hosul to the Syrian
and Turkish frontier, thus linking Baghdad with European rail retworks.

Generally speaking, rolling stock, including motive power, is inade~-
quate in number of units to meet current reguirements. Both cars and loco-
motives, furthermore, are in poor condition and replacements and additions
are needed at an early date. 3Bulldings, too, are mostly inadecuate and much
replacement is in order. To meet these requirements, the Iragi state rail-
ways have, during the past several years, pursued a rather ambitious progranm
of rehabilitation and development, the main features of which, still to be
completed at the present time, are as follows:

Description Eetimated Cogt
(In Iraqi Dinars)

Completion of the Tigris bridge required to link
the northern and southern meter gange railroads

at Baghdad 1,182,000
Completion of line from Kirkuk to Irbil 1,200,000
¥ew layout and terminal station at Baghdad west 3,850,000
Few locomotives, cars and coaches 1,555,000
Laborers quarters at Shalchiyah 396,000

Euphrates river bridge at Hussayed 345,000
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Machinery and equipment for Shalchiyah shops 244,000

Extension of Shalchiyah sheps 115,000

Realignment of Basrah main line ~— Baghdad west to

Hor Rijab 250,000

Several new station tuildings, yard layouts and

staff gquarters 290,000
Total - 9,427,000

Several smaller, less urgent projects 751,000
Grand Total 10,178,000

Agricultural Mechanization

Farm Machinery Project

To relieve an incipient shortage of farm labor and increase efficiency
in cultivation, the Directorate General of igriculture in the Iraqi Ministry
of Economy has recently worked out a ten-year scheme for the mechanization
of faorming covering an arsa of 500,000 hectares. The Directorate General
expects that as a result of its scheme, the yield of wheat per hectare will
be increased by from 50 to 60 kilos, and the increase in production for the
project as a whole will therefore be considerable,

The requirements of the project over the next ten years are as follows:

Total Yo, Value in Dinare
Tractors 2,500 1,750,000
Ploughs 1,500 187, 500
Disc harrovs 700 52,500
Seed drills 100 15,000
Combines 550 687,500
Threshers 150 900,000
Cultivators 500 32,000
Total 2,820,000
Spare parts - 20% 564,000
Total 3,384,000
Repair equipment, work shops, ete. 300,000
Soil conservation and drainage machinery
(tractors, graders, etc.) and spare
parts for these 1,000,000

Total cost of entire scheme 4,684,000
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To finance the project, the Directorate General of Agriculture plans to seek
a 20~year loan of 5 million dinars, a large part of which would be required
in foreign exchange,.

Grain Silo Froject

In the expectation that the early construction of a grain silo at Basrsh
will greatly facilitate the storage, grading, c¢leaning and handling of bulk
grain as well as its transportation by rail, river and sea, the Iragqi Grain
Board i1s studying plans for the erection of a structure of 40,000 tons capacity,
Estimated cost ig 5 1,750,000 to be raised through an IBRD or other loazn for
that amount,

Domestic 01l Refining

0il Refinery Project

Under its concession agreement with the Iraq Petroleum Company, the
Iragl Covernment is entitled to buy from the company crude oil needed to
satisfy domestic requirements at the lowest price at which the company is
then selling such oil —- which, since IPC o0il is gold to its constitvent
parent companies, means nearly at cost price. The government's agreements with
the Mosul and Basrah Petroleum Companies provides that 207 of their output is
to be placed at the disposal of the government free of any charge. The Iragi
government is thus in the position to obtain crude oil at very advantagzeous
conditions. In view of thig, the fact that erection of a refinery in Irag
would permit the elimination of imports of petroleum products, whieh in 1948
amounted to &S 1,643,000, and that petroleum products could then be sgo0ld in
the domestic marizet at lower prices than those now nrevailing, end the further
mechanization of Irazgl agriculture and transport could thus be encourazed, the
Iragi Government ie¢, at present, considering the advissbility of the erection
of z one million ton domestic refinery. Several preliminary englneering
studies for such a plant have been made and its total cost is estimated at
$20,130,000, Although the project has been studled for some time gnd an
approach for its finencing has been made to the Bank, final plans have,
however, thus far not been completed.
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STATISTICAL TABLES




Table 1

Iraq: Area under Main Crops and Average Yield Per Hectare, 1947/48

Area T average Yield
(In hectares) (Eilos per hectare)
Main Crops
Wheat 490,000 800
Barley 744, 000 1,000
Rice 212,000 1,500
Millet 30, 000 1,000
Seszme 30,000 500
Maize 20,000 800
~ Tobacco 4,000 1,600
Cotton 4,000 - 1,000
Other Crops
Vetch 4,000 1,000
Flax 600 800
Mash 5,000 800
Potato 500 8,000

Alfalfa 2,000 32,000
Dates
Total number of palms - 35 million

Total yield - 270,000 tons (annual average for last
10 years)

Source: 3Baged on data furnished the IBRD Mission by the Iraci
Directorate General of Agriculture,



Table 2

Irag: Production of Principal Crons, 1338-48

(In metric tons)

Year Wheat Barley
1937/38 453 381 76k, 886
1938/39 482,124 824,908
1939/40 491,610 824,187
1940/41 514,568 825,057
1941/42 532,415 858,715
1942/43 Lrg, g24 899,000
1943/ 4 332,284 742,807
194k /45 357,579 790,422
1945 /46 370,000 895,395
1948/ U7 235,454 500,000
1947/48 301,000 570,000
1948/49 450,000 750,000
Rice - unhusked Dates
1938 229,315 260,000
1939 248,423 250,000
1940 215,465 270,000
1941 196,295 265,000
1942 182,167 260,000
1943 241,461 300,000
1944 269,673 150,000
1945 328,523 280,000
1946 356,272 295,000
1947 193,000 301,000
1948 350,000 250,000/

Note: The 1949 rice crop is expected to be above average
ag 7,000 hectares have been plowed for planting.
(Rice land is not usually plowed in Iraq,)
Total production of tobacco is around 6 million
Zilos.

1/ Preliminary estimate,

Sourece: Data furnished the IBRD Mission by the Iraqi
Directorate General of Agriculture.



Table 3

0il Production in Irag, by Companles and Total, 1934-48

(Thousand Metric Tons)

Iraq Mosul Khanagin
Year Petroleum Co. Petroleum Co, 0il1 Co.
1934 618 - 93
1935 3,558 - 95
1936 3,894 - 99
1937 4,113 - 118
1938 4,138 - 126
1939 3,788 33 143
1940 2,325 24 165
1941 1,362 21 183
1942 2,267 26 301
1943 3,321 15 236
1944 3,898 6 243
1945 Iy, 315 12 279
1946 L 370 14 295
1947 L, 354 9 339
1948 3,050 9 367
Source: Prepared from data furnished the IBRD Mission by the

Iraqi Government.



Tahle 4

0il Royaltles, Dead Rent and Other Pgyments
Received Annually by the Government of Irag, 1937-48

(Thousand Pounds Sterling)

_ Iraq Khanaqin Mosul Basrah

Year Petroleum Co. _011 Co., Petroleum Co., Petroleum Co.  Total
1937 1,347 36 300 300 1,983
1938 1,308 5] 328 300 1,977
1939 1,263 52 319 300 1,934
1940 824 61 359 354 1,598
1941 712 67 358 397 1,534
1942 712 112 358 397 1,579
1943 1,016 86 358 397 1,857
194444 1,381 58 358 397 2,224
1945 1,451 105 358 397 2,311
1946 1,586 111 367 408 2,472
1947 1,573 129 367 408 2,477
1948 1,101 140 365 408 2,014
Source: Prepared from data furnished the IBRD Mission by the Iraqi

Government,



Table 5
Output of Refined 0il Products in Irag, 1937-48 y

(Millions of Imperial Gallons)

Motor
Year Gagsoline Kerosene Gag 031l Fuel 011 To§a1
1937 6.0 5.2 0.1 17.5 28.8
1938 6.4 5.6 0.5 18.3 30.8
1939 6.9 6.5 0.7 19.5 33.6
1940 7.8 6.8 0.8 23.0 38.4
1941 14,1 7.8 0.9 24.7 b7.5
1942 20.5 10.8 2.6 4L8.5 82.4
1943 27.8 10.6 3.6 h9.5 91.5
1944 4.3 11.3 2.3 42.3 70.2
1945 12.3 13.8 2.8 40.7 69.6
1946 2.4 16.0 1,8 b2.5 72.7
1947 16.8 17.2 3.0 52,1 89.1
1948 19.4 19.1 bl 53.1 96.0

1/ Produced at the refinery of the Khanaqin 0il Company.

Source: Prepared from data furnished the IBRD Hission by the
Iraqi Government.



Table 6

Sales of Refined 031l Products in Iraq, 1937-48

(MMillions of Imperial Gallons)

Aviation Motor

Year Gaspline Gasoline  Kerosene Fuel 0il  Gas 04l Total
1937 1.3 R 7.0 34.5 7 51.0
1938 1.6 7.7 7.7 30.2 .9 48.1
1939 1,8 8.4 8.6 32.0 1.0 51.7
1940 1.2 2.2 8.6 34,5 1.0 54,4
1941 R 9.1 8.4 33.4 .7 52.0
1942 3 5.7 9.7 50.4 .6 69.6
1943 A 8.5 11.3 57.4 .9 78.3
1944 .6 9.1 13.5 58.9 1.2 83.2
1945 1.4 10.3 16.9 1.6 1.7 91,9
1946 1.8 15.3 20.3 61.7 2.4 1014
1947 2.4 16.8 21.7 7Y 3.7 119.0
1948 3.1 24,6 24,8 77.8 5.9 136.3

Source: Prepared from Data furnished the IBRD Mission by the
Iragi Government.



Table 7

Labor Force Employed by Iragi Cil Companies, 1939-48

Year Iraals Foreign Iotal
1939 4,105 259 4,364
19h0 3,347 188 3,535
1941 3,137 140 3,277
942 3,194 165 3,359
1943 3,804 158 3,962
1944 4,311 236 L, 547
1945 5,486 256 5,742
1946 12,753 500 13,257
1947 13,900 656 14,556
1948 13,463 778 14,241

Source: Data furnished the IBRD Mission by the
Iragl Government.



Table 8

Reilvay Freight Traffic in Irag

Year * ' " ¢  Killions’of'Ton Kilometers
1937/38 302
1938/39 296
1939/40 ~ n.a
19k0/ 41 250
1541/42 409
1942/43 81k
1943/ s 912
1944/ 45 651
1945/46 521
1946/ ' 600
19k7/48 557

Sources: Irag: Statistical Abstract,
1939/540, 1944-46; Iragi
State Railways, Report on
the Administration of the
Railways, 1947/48.




Table 9

Tonnage of Imports and Exporis
Flowing Through the Port of Basrah, 1938-48

(In thousand metric tons)

1938 375 Nl
1939 317 487
1940 294 385
1941 189 203
1942 939 135
1943 961 222
19hLk 562 633
1945 L34 6u7
1946 438 601
1947 530 682
1948 642 710

Source: Based on data furnished the IBRD Mission
by the Iraqi Government.



Table 10

Media of Payment. 1938-1949

(Millions of Iraqi Dinars)

Currenczé/ Demand Degos@ﬁgﬁ{ Total
End of
1938 4,6 1.2 5.8
1939 5.9 1.2 7.1
1940 6.5 1.7 8.2
1941 11,0 6.0 17.0
1942 21.9 6.4 28.3
1943 35.4 12,8 48,2
1944 k0.8 15.5 56,3
1945 bi.5 13,3 54,8
1944 39.8 13.6 530
1947 35.2 12.7 4.9
1948 34,7 12.5 9.2
1949

January 34.5 12.6 b7,1
February 34,3 12.0 46,3
Harch 34,5 11.9 L.l
April 34,6 12.7 47.3
Hay 34,6
June 35.5

a/ Notes end coin in circulation.
b/ Commercial banks.

Source: Based on data furnished the IBRD Mission by the
Iragi Government,



Table 11

Price and Cost of [Living Indexes, 1939-49;/

General 7holesale Cost of Livine Index

Average of Price Indsx {Baghdad) for Unekilled Lahorers
in Baghded
1939 100 100
1940 138 -
1941 179 -
1942 383 -
1943 590 -
1944 534 -
1945 503 584
1945 Lg2 567
1947 522 601
1948 558 673
1949
January 505 594
Fetruary 499 590
March 489 584
April Lgy 575
May 559

1/ Base year: 1939 {December 1938-August, 1939)

Source: Based on data furnished the IERD Mission by the Iraqi
Government,



Table 12

Total Revenues and Expenditures of the Iragi Government,
1935/36_to 1949/50 -1/

(Millions of Iraqi Dinars)

Year | Revenue Expenditure Balance
1935/36 6.5 6.9 - b
1936/37 7.3 8.4 -1.1
1937/38 8.5 10.1 -1,6
1938/39 9.4 10.6 - -1.2
1939/40 10.7 10.6 £
1940/ 41 11.4 11.5 -~ .1
1941742 13.6 11.1 f2.5
1942/43 19.9 15.3 4.6
1943/ 4k 25.5 21.0 Fle.s
1944/ L5 25.1 24,0 1.1
1945/ 46 26.7 26.8 -.1
1946/ 47 31.4 31.4 0
1947/48 33.0 34.5 -1.5
1948/ 492/ 35.1 40.6 5.5
1949/ 502/ 33,4 37.7 4.3

1/ 1Including Capital Jorks Programme, State Railroads, the
Port of Basrah, Fao Bar Dredging Scheme and Iraqi
Currency Board.

2/ Budget estimates.

Source: Prepared from data furnished the IBRD Nission by the
Iragql Government,



Tgble 13

Ordinary Revenues and Expenditures of theklraqi Government
1935/36 to 1649/50 1/

(Millions of Iraqi Dinars)

Year Revenue Expenditure Balance

1935/36 4.8 Lok VAN
1936/37 5.4 4.8 L6
1937/38 6.2 5.1 F 1.1
1938/39 5.8 5.6 f .2
1939/40 6.1 6;4 - .3
1940/41 6.8 7.2 - b
1941/42 7.0 7.7 - .7
1942/43 11;6 10.6 £ 1.0
1943/ 4l b4 13.7 £
1944/ 45 16.1 17.1 - 1.0
19@5/&6 17.3 19.8 - 2.5
1946/ 47 22.7 22;& # .3
1947/48' 21.2 23.0 ~ 1.8
1948/ 492/ 24,6 26,0 - 1.b
19@9/502/ 25.0 25.0 0

l/ Exclusive of Capital “Jorks Programme, State Railroads,
Port of Basrah, Fac Bar Dredging Scheme and Iraqi
Currency Board,

2/ Budget estimates,

Source: Prepared from data furnished the IBRD Mission by
the Iraqi Government.



Table 14

Revenues and Expenditures of the Iragi Government!s
Capital Works Program, 1935/36 to 1949/50 -

{Millions of Iragi Dinars)

Year Bgzggggl/ Eggenditure Balance
1935/36 .6 ‘1.2 o «;i';ﬁ
1936/37 .6 2.4 - 1.8
1937/38 .7 2.4 - L7
1938/39 2.0 2.5 - .5
1939/40 3.1 2.2 + .9
1940/41 2.9 2.7 Fo.2
1941/42 3.2 1.0 7 2.2
1942/43 2.2 1.0 t 1.2
1943/ bk 3.7 1.7 } 2.0
1944/45 2.2 1;9 .3
1945 /46 . 2.9 1.5 £ 1.4
1946/ 47 2.4 3.1 - .7
1947/48 4.8 3.6 £ 1.2
1548/ 492/ 3.6 4.6 - 1.0
1949/ 502/ 2.2 2.8 - .6

-

1/ Largely oil royalties.
2/ Budget estimates,

Source: Prepared from data furnished the IBED Mission by the
Iragi Government,



Table 15

Revenueg and Egpendi&g;es of the Iraagl State Railways, 1935/3§”£Q 1945/ 50

(Mi1lions of Iraqi Dinars)

Year Revenus Bxpenditure Balance
Ordinary Capital Total
“Torks :

1935/36 0.5 .5 .0k .5 0
1936/37 .6 .5 .02 .5 F .1
1937/38 .7 .7 1.1 1.8 - 1.1
1938/39 .7 .8 1.0 1.8 - 1.1
1939/ 40 .8 ? 6 1.3 - .5
1940/ 41 1.0 .8 .2 1.0 0
1941./42 2.2 1.4 .2 1.6 t .6
1942/43 4.3 2.3 .2 2.5 # 1.8
1943/ 4y 5.1 3.8 .1 3.9 # 1.2
1944/ 45 4.1 3.1 .1 3.2 .9
19U5/46 3.8 3.2 A 3.6 + .2
1946/47 3.4 3,2 .8 k.o - .6
1947/48 3.8 3.5 1.8 5.3 - 1.5
1948/ 49l/ 3.8 3.6 2.6 6.2 - 2.4
1949/50%/ 3.7 3.6 2.5 6.1 - 2.4

1/ Budget estimates.

Source: Prepared from data furnished the IBRD Mission by the
Iraqi Government.



Table 16

Revenues ond Expenditures of the Port of Basrah, 1935/36 to 1949/50

(Millions of Iraqi Dinars)

Year Revenue ___Expenditure Balance
Ordinary  Capital Total
Works
1935/36 .29 .27 .12 .39 - .10
1936/37 35 .29 .07 .36 - .01
1937/38 43 .35 .0b .39 £ .ok
1938/39 Lok .37 .02 .39 /- .05
1939/40 L2 37 .02 .39 £ .03
1940/ b1 .39 .36 .02 .38 £ .01
1941/42 L77 48 .01 ) $ .28
1942/43 1.11 .71 .Ob .75 + .36
1943/ Lb 1.19 .90 .03 .93 # .26
1944f4s 1.19 .93 .0k .97 + .22
1945/ 46 1.15 1.05 .09 1.14 £ .0
1946/ 47 1.25 1.13 .10 1.23 /.02
1947/48 1.51 1.27 .22 1.49 £ .02
1948/ gL/ 1.62 1.61 .40 2.01 - .39
1949/ 501/ 1.60 1,54 .60 2,14 Y

1/ Budget estimates.

Source: Prepared from data furnished the IBRD Mission by the Iragi
Government.



Table 1

Revenues and Expenditures of the Fao Bar Dredging Scheme, 1935/36 to 1949/50

(Millions of Iraqi Dinars)

Year Revenue Expenditure . Balance
Ordinary Capital Total
Yorks

1935/36 .20 .19 .03 .22 - .02
1936/37 .23 L4 .08 .22 + .01
1937/38 .29 .17 .13 .30 - .01
1938/39 .25 .21 .0k .25 0
1939/40 .2 .10 14 .2 0
1940/ 41 .23 .19 0L .23 0
1941/12 .26 .25 a/ .25 ;.01
1942/43 Al L34 .01 .35 $ .09
1943 /44 .51 .39 .01 40 4 .11
1944 /45 .69 L5 a/ 45 + .24
1945 /46 A RT-T L0k .53 F .21
1946/ 47 .70 L .05 .53 F .17
1947/48 .76 .55 .07 .62 F .1k
1048/ 401/ .82 .70 .60 1,30 - .18
1949/ 501/ .82 .67 .8 1.15 - .33

a/ Less than 10,000 Iraqi dinars.

1/ Budget estimates.

Source: Prepared from data furnished the IBRD iiission by the Iragi
Government,



Table 18

Revenues_and Expenditures of the Iraail Currency Board,
~ 1935/36 to 1949/50 »

(Millions of Iragqi Dinars)

Year Revenue Expenditure Balance
1935/36 L1 .08 # .03
1936/37 .12 .11 £ .01
1937/38 14 14 0
1938/39 .16 .09 F .07
1939/40 .13 .07 + .06
1940/41 .16 .08 + .08
1941/42 .17 .09 # .08
1942/43 .23 .17 # .06
1943 / 4k .60 .35 £ .25
1944/ Ls .81 .35 ;b
1945 /46 .85 L4 # .71
1946/47 .90 L1 F .79
1947/48 .85 .54 £ .31
1948/u9l/ .70 .54 £+ .16
1949/50i/ .04 .52 - 48

1/ Budget estimates.

Source: rrepared from data furnished the IBRD Mission by the
Irggi Government,



Years

1938/39
1545146
1946/47
1947/48
1948/ 4o/
1949/ 501/

1938/39
1945/46
19486/47
1947 /48
1948/ 45Y/
1949/ 501/

Table 19

Or@inaryVRevenues of the Iragqi CGovernment by Eainrcategories,
1938~39, 194546 to 1949-50

Turnover Tax

Custom on Agricultural Tobacco Income

and Excige Produce lonovoly Tax Others Total
(Millions of Iraqi Dinars)
3.3 -9 2/ .3 1.3 5.8
b7 3.8 1.2 1.9 5.7 17.3
7.2 L4 3.5 1.8 5.9 22.7
8.9 3.6 1.9 1.8 5.1 21.2
9.6 b.s 3;2 2.0 5.3 24.6
10.5 b 2.8 2.1 5.2 25.0
(Per Cent of Total)

56.2 15.9 - 5.4 22.5 100.0
27.0 21.7 7.1 11.2 33.0 100.0
31.6 19.4 15.4 7.7 25.9 100.0
b1.8 17.0 8.8 8.5 23.9 100.0
38.9 18,2 13.1 8.1 21.7 100.0
42.0 17.7 11.2 8.4 20.7 100.0

1/ Budget estimates.

2/ Insti

Source:

tuted in 1941,

Prepared from data furnished the IBRD iiission by the Iragi Government.



Table 20

Drdinary Expenditures of the Iragi Government by Main Categories,
‘ 1938/39, 1945/46 to 1949750

fears Defense EXizigfzﬁﬁzsl/ Bducation Police Agriculture Others [Total
Millions of Iragi Dinars
1938/39 1.6 - .7 .7 .1 2.5 5.6
1945/46 5.4 3.8 1.6 2.1 .5 6.4 19,8
1946/ 47 5.3 L0 1.7 2,6 .6 8.2 22,4
1947/48 bk b.2 2.2 2,6 9 8.8 23,0
10u8/u9% 5.5 5.7 2.6 2.0 1.1 9,1 26.0
1949/502/ 5.6 5.8 2.2 2.0 .7 8.6 25,0
Per Cent of Total
1938/39  28.6 - 12.7 11,9 1.1 k5.7 100,0
1945 /16 27.1 19.0 8.1 10.6 2.6 32,6 100,0
1946/47  23.5 18.0 7.7 11,5 2,8 36.5 100,0
1947/48  19.0 18.5 9.4 11,2 3.8 38,1 100,0
1048/498/ 21,2 22.1 9,9 7.7 4,2 34.9  300,0
1949/508/ 22.5 23,2 8.9 8,0 3.0 3.4 100,0

;/ Includes, from 1945 to 1947, only the cost of living allowances to
Government employees: in 1948 also ID 750,000, and in 1949, ID 1,250,000,
for extraordinary expenditures in connection with the war in Palestine,

2/ Budget estimates,

Source:

Prepared from data furnished the IBRD Hission by the Iragli Government,



Table 21

Ordinary Budgeted Revenues and Expenditures

Of the Iraal Government, by Departments 1947/48 to 1949/50

Ministriegyvand Departments

Summary of Expenditures

Pensions and grants-in-aid

Civil List

Parligment

Comptroller Ceneral of Accounts
Council of iinisters

lMinistry of Foreign Affairs
iinistry of Finance

Customs and Excise

Ministry of Interior

Police Department

Ministry of Social Affairs
Ministry of Defence

Ministry of Justice

Department of Tapu & Land Settlement
liinlstry of Zducation

Ministry of Economics

Agriculture & Veterinary Departments
Directorate of Tobacco Monopoly
Ministry of Communications & Works
Public Works Department

Irrigation Department

Posts & Telegraphs DPepartment
Emergency ixpenditure

Local Adminigtration in Liwas

Total

Summary of Revenuesg

Taxation on Agricultural % Jatural
Produce, Animals & Rents of
Government Properties

Property tax, Income Tax & Stamp Duty

Miscellaneous Revenues

Customs and Zxcise

Posts and Telegraphs

Departmental Receipts

Supply Tecelipts

Total

Source:

Allotments Allotments Allotments
1947/48 1948/49 1949/50
ID ID R

355,300 385,700 368,100
90,695 91,290 87,440
154,375 105,820 108,980
14,130 14,780 14,630
50, 664 30,334 32,284
891,150 715,740 696,350
1,669,661 1,L4],366 1,151,960
490, 480 448,300 462,030
1,042,905 929,825 863,200
2,302,150 1,994,150 2,000,000
2,068,080 1,837,975 1,900,000
5,332,370 5,492,900 5,500,000
325,600 325,600 295,900
283, 600 278,100 223,200
2,277,600 2,567,100 2,164,600
380,200 486,070 329,830
1,051,290 1,177,990 &26,470
65,200 6l 700 46,300
214,370 187,810 256,980
642,000 594,000 593,846
273,500 293,500 260,000
657,080 673,450 624,220
4,000,000 5,732,500 6,067,680
400,000 100,000 100,000
25,032,400 25,969,000 25,000,000
4,000,000 4,472,100 4,119,100
2,765,050 2,919,050 3,183,330
1,358,000 787,600 786,300
8, 500, 000 9,562,500 10,500,000
872,000 1,077,600 1,084,600
3,738,850 5,761,720 5,026,670
376,000 - -
21,610,000 2h,580,570 25,000,000

Prepared from data furnished the IBRD Mission by the Iraqi Government.




Table 22

Publie Debt of Iraq, May, 1949

1. Long and medjum term loans (issued in Iragi Dinars)
Amount Date of Igsue Interest Term Maturity
ID 1,000,000 Jan. 1, 1945 Cug 20 yrs. Dec. 31, 1964
1,000,000 Oct. 1, 1947 3% 5 yrs. Sept. 30, 1952
1,000,000 Jan. 1, 1948 335 10 yrs.  Dec. 31, 1957
3,000,000 April 1, 1948 g 20 yrs. March 31, 1968
ID €,000,000 '
2. Treasury Bills (Issued in Irpqi Dinars - 1 year maturities)

ID 3,000,000
1,000,000
1,100,000

ID 5,100,000

1948-49 234
1948-49 : 255
1948-49 2%

3. Amounts advanced by 0il Companies™

% 1,000,000 in
1,000,000 in
1,000,000 in
1,000,000 in

500,000 in

L 4,500,000

1939
1940
1941
1943
1945

)
)

)
)
)

Of which repaid:
1/1/1946 % 116,202
1/1/1947 & 144,060
1/1/1948 & 126,602

Total L 386,864

Held by Currency Board

Held by Rafidain Bank

Held by Zastern, Ottoman,
Iran and Arab Banks

* Repayable at a rate not to exceed & 900,000 per annum.

L. Debt to United Kinedom Government for war surplus material

About & 2,000,000 unfunded, non-interest bearing dedt,

Againgt this debt,

however, Iraq claims an almost equivalent credit for customs dutles on
wertime imports and for railroad transport services rendered during the war.

5. Debts owed by Iragi State Railroads to suppliers of materials for their

development program

About ID 2,200,000 - payable partly in & sterling.

Note:

As the foregolng enumeration shows, Irag has no funded external debt.

Source: Prepared from data furnished the IBRD Hission by the Iragl Government,



Table 23

Iraq: Total Foreign Trade, 1935f48§/

(Millions of Iraqi Dinars)

Year Inporte?/ Bxports®/ Balance
1936 7.2 3.5 - 3.7
1937 9.6 5.6 ko
1938 9.4 3.7 - 5.7
1939 8.2 3.7 - 4.5
1940 8.7 L1 - 4.6
1941 6.8 L.2 - 2.6
1942 12.2 4.7 - 7.5
1943 15.6 9.4 ' - 6.2
1944 14,3 9.5 - 4.8
1945 18.9 10.0 - 8.9
1946 28,4 13.1 -15.3
1947 40.0 ‘ 14,7 -25.3
1948 Ls.5 8.6 -36.9

a/ ZExcluding bullion anpd coins,
b/ Tor home consumption.
¢/ Excluding exports of oil by oil companies.

Sources: Government of Iraq, Statistical Abstract, 1946, and
date furnished the IBRD Misslon by the Iraql Government.




Table 24

Main Iragi Exports by Value, 1938, 1946-48

(In millions of Iragi Dinars)

1938 1946 1947 1948

Grains, pulses, flour 1,2 5.7 6.9 0.4
Dates .9 4.4 L7 L7
Raw cotton .2 - 0.4 A
Raw wool b 1.0 i 1.0
Hides and skins .2 A .2 0.3
Live animals .2 .5 .6 0.2
Other exports .6 1.1 1.5 1.9

Tota12/ 3.7 13.1 4.7 8.6

a/ Excluding exports of oil by oil cormpanies.

Sources: Iragi Statisticgl Abstract, 1939 and 1946, and data
furnished the IBRD Misslon by the Iragql Government.



Table 2

Main Iraqi Exports, by Quantity, 1938, 1946-48

(Thousands of Metric Tons)

1938 1946 1947 1948

Grains,’pulses, flour 259 275 299 Ai3
Dates 186 208 216 214
Raw cotton L a/ 2 1
Raw wool 5 7 3 7
Hides and skins 2 1l 1 3

a/ ZLess than 1,000 metric tons.

Sources: Iragi Statistical Abstract, 1939 and 1946, and data
furnished the IBRD Mission by the Iragl Government.




Table 26

(Millions of Iragl Dinars)

1938 1946 1947 1948

Cotton plecegoods .8 4.3 6.5 7.3
Rayon & woolen piecegoods .6 1.3 2.0 1.7
Iron and steei 1.1 2.6 4.8 5.0
Boilers, machinery, etec. 1.0 1.7 2.9 4,1
Electrical machinery and |
apparatus 3 .6 1.2 1.9
Chemical & pharmaceutical
products ‘ : d .8 .8 .8
Auﬁomotiie vehicles & ﬁarts N .6 1.7 2.2
Tea 3 R 2.3 2.1
Sugar .5 1.8 1.7 3.7
Clothing 3 1.1 1.3 0.8
Soap .1 .7 5 .8
Timber .3 .5 1,0 .6
Others 3.6 12,0 13.3 14,5
Total 9.4 28,4 40.0 us.5

— ewe——— weese———— e———

Sourcegt Iraaqi Statistical Abstract, 1939 and 1946, and data furnished
the IBRD Mission by the Iragqi Government.




Table 27

Main Ireqi Imports, by Quantity. 1938, 19L6-48

(Thousands of metric tons)

1938 1946 1947 1948

Cotton piecegoods
(millions sq. meters) 50 42 Ly 56
Iron and Steel 52 62 119 92
Tes 3 2 é 6
Sugar Ly 37 29 Lo
Soap 3 5 L 3

Source; Iraci Statistical Abstract, 1939 and 1946, and data
furnished the IBRD ilission by the Iraqi Government.




Table 28

Iraq: Exports to Principal Markets, 1938, 1946-48

(Millions of Iraqi Dinars)

United Kingdom .9 1.3 2.1 1.3
United States .6 1.2 .6 1.0
Germany .2 - - A
Japan A - - -
India 3 2.6 3.5 1.5
Iran .1 3 .3 3
Syria and Lebanon ‘QE/ 1.0 .5 .6
Palestine & Transjordan .2 .6 .7 b
Beypt w1 .7 .5 .6
Other countries .7 5.4 6.5 2;5
Tota18/ 3.7 13.1 14,7 8.6

a/ Excluding exports of oil by oil companies.

b/ Syria only.

Sources: Iragi Statistical Abstract, 1939 and 1946, and data
furnished the IBRD Mission by the Iraqi Government.




Table 29

Iraq: Imports from Principal Suopliers, 1938, 1946-L8

(Millions of Iraqi Dinars)

1938 1946 947 1948

United Kingdom 2.8 12.4 17.5 19.8
United States .8 2.2 3.3 3.6
Sermany .7 b/ Y/ 0.3
Japan 1.4 - - b/
France 0.1 0.1 0.6 0.7
Italy 0.4 0.4 0.2 2.9
India .6 4.1 5.1 1.7
Iran iy 2,3 1.7 2.0
Syria & Lebanon .2-‘3/ 1.9 2.2 1.'7
Palestine & Transjordan b/ 0.2 b/ x/
Sgypt .1 .2 .2 0.3
Other Countries 1.9 4.6 9.2 12.5
Total 9.4 28.4 40.0 bs.5

a/ Syria only.
é/ Legs than ID 50,000,

Sources: Iragi Statistical Abstract, 1939 snd 1946 and data
furnished the IEBRD Hission by the Iraacl Government,




Table 30

04l Exports by the Irmg Petroleum Company, 1937-48

Value?! Volume 011 Exports to lain Markets, by Volume
(Millions (Millions (Thousands_of_tons)
Year of Iraqi of tons) Palestine &
dinars) U.K. 1taly France Transjordan
1937 10.2 4.1 504 137 3,135 5
1938 10.3 4.2 545 185 3,094 19
1939 9.4 3.8 459 129 2,936 93
1940 5.8 2.4 343 L6 1,452 894
1941 3.4 1.4 - - - 1,192
1942 5.6 2.2 - - - 2,056
1943 8.2 3.3 - - - 2,224
1944 9.7 3.9 - - - 2,869
1945 0.7 4.4 - - 194 3,997
1946 10.8 L4 - - 1,018 3,170
1947 14.0 4.4 - - 1,072 3,028
1948 11.2 3.1 716 20 882 813

g/ Zstinmates.

Sources: International Monetary Fund, Interngtional Financial Statistics,
June 1949, and data furnished the IBRD Mission by the Iragi
Government,




Table 31

Iraai‘Balance of Payments

Annual Average for the Fiﬁancéal Yearg 1936-37 to 1938-39

Recelpts Payments
ID 000 _ID0%0_
I. Current Transactions
Goods, including silver 4,360 8,790
Adjustment for undervaluation of exports 222 -
Contraband 74 129
Interest on government loans - 81
Currency Board profit 52 -
Profit on direct capital investment 115 L28
Port dues, commission and transit 527 -
Telegraph and telephone 31 55
Remittances by emigrants and pensions 10 124
Tourists ksl 274
Students & charitable & scientific missions 34 56
Diplomatic expenditures 82 63
Military expenditures 605 -
01l royalties 1,298 -
7, B6L 10,000
II. Cgpital ltemg
Public loans ‘ 333 37
Local expenditures by oil companies Lok -
Value of imports by oil companies 682 -
1,509 37
III. Cold and Short-Term Capital Movements
Gold coin and bullion 133 L3
Increase in short term capital in Irag 35 -
Increase in short term capltal abroad 117 -
285 43
IV. QOther Private Capital Transactions,
Errors and Omissions 422 -
10,080 10,080

Source: Prepared from data furnished the IBRD HMission by the Iragl Government.



Table 32

Iragi Balance of Payments, 1946-48

1946 o 1947 1348
Payments Receipts Payments Receipts Payments Receipts

I. Commodity Trade

Trade returns 28,4 13.2 40,1 14,7 Lg,g 8.5
Adjustments for over- '
valuation of imports and

undervaluation of exports -4.8 1.2 -0.9 1.4 ~0.9 0.5
Sale of surplus stores 1.7 2.9 0.6
Contraband 1.3 1.3 1.3 1.0 0.5 1.0

Total 26.6 15.7 43,4 17.1 45,7 10.0
Commodity Trade Deficit 10.9 26,3 35.7
II. Qther Current Items
Interest-Currency Board - 1.0 - 1.0 - 0.8
Interegt-Private Investment 0.2 0.4 0.2 0.3 0.2 0.3
Profitg-Private 0.8 0.1 0.7 0.1 0.7 -
Port dues, transport,

commissions 0.1 1.2 0.k 1.2 0.4 1.2
Telegraph & telephone 0.1 0.1 0.2 0.1 0.2 0.1
Remittances by emigrants, / ‘

pensions & tourists 3.7 5.1 2.7 3.1 2.0t 1.6Y
Cultural, educational &

charitable expenditure 0.1 0.3 0.5 0.3 0.5 0.3
Diplomatic expenditure 0.1 0.5 0.2 0.5 0.2 C.5
Military and other

government expenditure 0.3 3.0 0.4 2,6 2.52/
0il royalties - 2.2 - 2.2 - 1.7
Other 0.1 - 0.6 -

Total 'Invigibles! 5.5 13.9 5.9 114 L.2 9.0
Surplus 8.4 5.5 4.8

Total: Current Transactions 32.1 29.6 49 .3 28.5 9.9 19.0
Deficit 2.5 20.8 30.9




Iragi Balance of Payments, 1946-48 (Continued)

1946

1947

1948

Payments Receipts Payments Receipts Poyments Receipts

I1I, Capital Transactions

Long-~term govt. investment ¢.3 - 0.1 - - 0.0
Value of oil company imports
and reexports 0.4 2.4 0.9 5.0 0.9 9.3
Local exp. by oil co.'s 2.1 5.5 5-02/
01l co. advances & repayments 0.5 0.1 0.1
Other direct private investment (Mot available)
Total Capital Transactions 0.7 5.0 1.1 10.5 1.0 14.3
Balance L.3 o.4 13.3 ‘
IV. Gold and short-term capital
Gold coin znd bullion 3.1 1.6 1.2 0.8 - -
Foreign currency notes 3.4 1.9 0.6 0.3 - -
Increase in foreign balances
in Iraq 0.2 - - o4 0.2
Decrease in Iraql bvalances : '
ahroad - 1.9 8.2 13.5
Total 6.7 5.4 1.8 9,7 0.2 13,5
Balance -1.3 7.9 ' 13.3 ‘
Summary
Commodity Trade ~10.9 ~26.3 -35.7
'Invisibles! 8.4 5.5 4.8
Total Current Transactions -2.5 -20.8 -30.9
Long term ¢apital investment 4.3 9.4 13.3
Gold and foreign exchange ~1.3 7.9 13.3
Direct capital invesiment,
errors and omissions ~0.5 3.5 4.3

;/ Betimates based on known number of touriste in Iraq and Iragi tourists abroad.

2/ These figures are rough estimates,

Source:

Prepared from data furnished the IBRD Ifission by the Iraqi Government.



