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1. Introduction:

There is little doubt that the main objective of economic planning is the
efficient allocation of economic resources, which are often quantitatively
and / or qualitatively limited. A part from its oil resources, Iraq is

favoured with other resources such as fertile land, water, and mineral
deposits.

Ever since the early 1950’s, rising oil resources, especially after 1973,
have stimulated Iraq’s economic development. Over the 1954-73 period,
the gross domestic product (GDP) increased in real terms at an average
rate of 6% per annum and increased by 10% and 18% in 1974 and 1975
respectively. The 1976-80 plan expects Iraq’s GDP to increase by an
annual growth rate of 16.6%.

Oil is the most important sector in the economy. Its contribution to
GDP increased from about 40% in 1953 to 53.49% in 1976, whereas it
employs less than 1% of the total labour force (estimated at about 2.96
million by 1976).

In contrast to the fising share of the oil sector in the Iraqi economy, that
of agriculture has declined sharply since the early 1950’. Its share of the
GDP declined from 22% in 1953 to 7.6% in 1976, and it is expected to
decline further to 5% during the 1976-80 plan, whereas its contribution to
the labour force isexpected to fall from 53% to 449% during the plan period.

Cultivable land in Iraq is estimated at 12 million hectares or alittle more
than one-fourth of the total area of the country. However, due to the
widespread practice of the fallow system, only about a fourth of the
cultivable land is actually cropped in any given year. This and other
problems, such as soil salinity, water-logging, shortage of trained
personnel, poor maintenance, lack of incentives, etc., have led to the
decline in agricultural productivity.

* A paper presented to the 7th International Energy Conference held in
Boulder on October 15-16, 1980 sponsored by the International Research
Center For Energy and Economic Development, University of Colorado,
US.A.

** Associate Professor and Chairman of the Economics Department at
Kuwait University.
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According to the-1970-74 plan and the 1976-80 plan, lraq’s economic
development strategy is based on industrial diversification, agricultural
self-sufficiency and infrastructural development, improvement of social
services and education, reduction of regional differences and standard of
living discrepancies between rural and urban areas. However, these
objectives have not been fully realized, mainly due to the fact that the
process of development has been restrained by a number of factors,
including those limiting the absorptive capacity of the Iraqi economy.

The purpose of this study is to examine the main factors that have
limited the absorptive capacity of the Iraqi economy during the last three
decades. This necessitates a review of the structure and functions of the
planning machinery throughout the period under study. The general
features of the various development programmes and plans will be
examined in terms of their sectoral allocations and actual investment
expenditures. Finally, the absorptive capacity of the Iragi economy will be
discussed vis-a-vis analysing the shortcomings in plan implementation.

2. The Planning Machinery:

Ever since the establishment of the Development Board in May 1950,
the planning machinery of Iraq has undergone frequent changes,
particularly so during the period immediately following the 1958
Revolution.

It is not intended here to discuss in detail all the changes that have taken
place inthe planning machinery but rather to point out very briefly some of
the main changes and the rationale behind them.(!)

(1) The Period 1950-1958

The Development Board, which started operations towards the end of
1950, was entrusted with setting up a development plan for the country.
Five technical departments were set up: (l)irrigation, (2) transport (3)
industry (4) agriculture and (5) housing. The Board had a separate budget
and its revenues consisted of the entire oil revenues. Due to the increase in
oil revenues as a result of the new agreement concluded with the oil
companies in 1952, the government decided to reduce oil revenues
allocated to the Development Board to 70 percent of the total. This was
attributed to the increase of government current expenditures.

The Board was accused of having too much power and independence,
and the government decided in 1953 to set up a Ministry of Development.
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Perhaps one of the major shortcomings of that decision was the
introduction of political instability (which characterized the political life of
the country) into development programmes.

It should be noted, however, that the development strategy designed by
the Development Board did not change as a result of setting up the
Ministry of Development.

(2) The Period 1958-1968

Following the July 1958 Revolution, important changes were
introduced into the planning machinery of Iraq. In 1959, the Ministry of
Development was replaced by a Ministry of Planning and the
Development Board was replaced by a Planning Board. The Planning
Board was confined to plan formulation and to the follow-up of plan
implementation.

Centralized planning and execution thus were replaced by centralized
planning and decentralized execution, with planning becoming the
responsibility of the Planning Board and the Ministry of Planning and
execution becoming the responsibility of the ministries concerned
depending on the nature of each project. The technical departments, which
originally formed the main part of the Ministry of Development were
transferred to the sectoral ministries. Moreover, the share of the
Development Budget from oil revenues was reduced from 70 percent to 50
percent, due to increasing expansion of government current expenditure.

The planning machinery continued to undergo changes after 1963, the
purpose of which was mainly to ensure that the Planning Board would
have more independence and continuity and would be less vulnerable to
political changes.

In April 1964, the government enacted Law No. 44 of the Planning
Board, according to which the “Board was entrusted with the formulation
(subject to the approval of the Council of Ministers) of the economic,
fiscal, monetary and commercial policies needed for the implementation of
the plan. The Board was empowered also to supervise the preparation of
the annual Ordinary Budget in conformity with the requirements of the
plan. Moreover, the Board was authorized to orient the economic
activities of the private sector within the general framework of the plan.
Except for formulating the plan and performing some follow-up functions,
however, the Board made little use of its prerogatives.’?

-37-
-tV —




The 1964 Law of the Planning Board was amended according to Law
No. 193 of 1964 whereby a Steering Committee (composed of the Minister
of Planning and four full-time members) was established. The Board
delegated some of its authority to the Steering Committee. According to
the Law No. 18 of 1966, the composition of the Steering Committee was
amended to include the Minister of Planning (as its chairman), four non
full-time members and heads of the six technical departments: (!)
Economic (2) Industrial (3) Agricultural (4) Transport and
Communication, (5) Buildings and Services and (6) Educational and
Social departments of the Planning Ministry.

(3) The Post-1968 Period

After 1968, the government embarked upon a new stage of elaborated
and articulated economic planning. On April 1, 1970, the government
enacted the Law No. 70, whereby the National Development Plan for fiscal
years 1970-74 was put into effect.

According to this law, the Steering Committee was empowered with
extensive authorities. These can be summed up in three main categories:
firstly, to decide on all matters relating to the execution of the Five-year
Plan and its annual investment programmes, the projects of which not
exceeding ID 3 million, secondly, to decide on all matters relating to the
self-financed projects, and thirdly, the Steering Committee can (subject to
the approval of the Planning Board) terminate or limit some of the
authorities of the executing ministries as deemed necessary.

It can be seen from the previous brief survey that the responsabilities of
planning and execution were distributed at three levels: higher level (i.e.,
the Planning Board), middle level (i.e., the Steering Committee) and lower
level (i.e., the executing ministries).

It should be noted. however, that this system of distribution of
responsibilities was criticized on the ground that the Planning Board and
the Steering Committee were practically in charge of functions of both
planning and execution, and thus, the system was partly blamed for the
delay in the implementation of the plan’s projects.

During the second year of the National Development Plan (1970-1974),
the higher authority showed interest in both regional and long-term
planning. Therefore, two new departments in the Ministry of Planning
were set up in 197].
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The dramatic increase of oil revenues after 1973 encouraged the higher
authority to step up development. This led the Planning Board to delegate
some of its responsibilities to the executing ministries and agencies,
empowering them to execute projects not exceeding ID 3 million, without
having to refer to the Planning Board, except for the approval of the
preliminary reports on these projects.

Since the beginning of the Five-year Plan (1976-1980) no major changes
in the planning machinerv have taken place. However, participation in the
sessions of the Planning Board was greatly enlarged to include not only
cabinet members of sectoral ministries, the governor of the Central Bank,
four non-full time members and heads of the technical departments

(renamed lately as Commussions) but also some high-ranking Baath Party
members.

3. Development Programmes and Economic Plans:
(1) The First Programme (1951-1954)

Before the Development Board was established in May [950, the
Investment Budget had been a part of the general budget. The last
investment budget was for the period 1949-1953 with annual allocations of
ID 11 million.

Investment allocations for the First Programme (1951-54) amounted to
ID 87.4 million. Although the industrial sector received ID 14 million or
169 of total allocations, the actual expenditure on industrial projects did
not exceed 1D 2.6 million or 18%. Allocations for the agricultural sector
were 1D 39 million, whereas actual expenditures did not exceed 50%.
Transport and communication projects received 1D 18.7 million whereas
actual expenditures were about 559. Buildings and services projects
received 1D 15.4 million, and actual expenditures were 68% (see table 1).

(2) The Second Programme (1955-1959)

Investment allocations for this programme amounted to ID 410 million,
distributed as follows: ID 138.5 million (or 33.7% of the total) for the
agricultural sector, ID 57 million (14%j for the industrial sector, 1D 122
million (29%) for transport and communications, and about ID 93 million
(22%) for buildings and services.

It should be noted, however, that actual expenditures in all sectors
amounted to ID 222 million or 549 of the total allocations. (see table I')
-39 -
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(3) The Provisional Economic Plan (1959-1961)

Total allocations for this plan amounted to ID 313.6 million. Top
priority was given to the buildings and services sector which received 1D
152 million or about 48%, of the total. The transport and communications
sector was second in importance, receiving ID 85 million (or 279%). The
share of agriculture was ID 44 million (or 149), and that of the industrial
sector was ID 33 million (or 10.5%) of total allocations.

Actual expenditures were less than planned allocations in all sectors:
agriculture (51%), industry (36.4%), transport and communications
(25.2%) and buildings and services (34.5%) as shown in table (1).

(4) The Detailed Economic Plan (1961-1964)

Total allocations for this plan amounted to 1D 442 million. Top priority
was given to the industrial sector which received ID 122 million (or 27% of
the total). The buildings and services sector was second in importance.
receiving [D 118 million (or 26%). The transport and communications
share, ID 115 million (or 26%). And that of agriculture was ID 87 million
(or 20%) of total allocations.

Actual expenditures were less than planned allocations in all sectors:
buildings and services (73.7%), transport and communications (48%),
industry (319%) and agriculture (23%) as shown in table (1).

(5) The Five-year Economic Plan (1965-1969)

Total allocations for this plan amounted to 1D 605.6 million. As in the
case of the previous plan, this plan also emphasized industry and its share
was ID 187 million (or 319 of the total), while that of agriculture ID 173
million (or 28.6%). The share of buildings and services was ID 135 (or 229%)
and that of transport and communications was ID 110 million (or 18%) of
total allocations.

Actual expenditures were 31% in industry, 48% in transport and
communications, 499 in the buildings and services sector and 32% in the
agricultural sector, as shown in table 1.

(6) The National Development Plan (1970-1974)

This plan includes projects of both the public and private sectors.
Projects of the public sector are divided into two categories, according to
the nature of finance. The first category includes projects of the central
government sector which are primarily financed by oil revenues in addition
to the contribution of governmental agencies and local and foreign loans.
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The second category includes projects of the self-financed public sector,
such as those of the National Oil Company, ports and electricity agencies.

The plan had been revised and its central allocations increased from
about ID 537 million as originally estimated to ID 1259 million. This
considerable increase was attributed to the increase in oil revenues
following the Tehran Agreement on oil prices in 1971 and in 1974, The
sectoral distribution of allocations was as follows: ID 366 million (or 29%
of the total) for agriculture, ID 391 M. (or 31%) forindustry, ID 219 M. (or
17.5%) for transport and communication, ID 283 M. (or 22.570%) for
buildings and services. (see table 1).

It should be noted, however, that a shift in planned allocations for 1974
which amounted to ID 1,169 million, has resulted ina change of emphasis,
whereas industry emerged as the top priority sector. The increase in the
industrial sector’s allocations seems to have been accomplished at the
expense of agriculture, whose final share declined to 19% (see table 2). This
should not necessarily imply, however, a change in plan strategy. Rather, it
is attributed to the fact that absorptive capacity tends to be greater in
industry than in agriculture.

By the end of the plan period actual sectoral expenditures amounted to
ID 886 million, distributed as follows: ID 208 million in agriculture, ID
330 million in industry, ID 177 million in transport and communications,
and ID 171 million in buildings and services,

The lowest rate of implementation was in agriculture (56.8%) and the
highest in industry (84.4%) as shown in table (1).

(7) Investment Allocations For the Period: April-December 1975

According to the old fiscal year, the 1970-74 Plan ended on March 31,
1975. Iraq adopted a new fiscal year (January - December 31) which
became effective in 1976. Therefore, the transitional period prior to the
1976-1980 Plan covered only nine months, from April 1 to December 31,
1975. The investment allocations for this period amounted to ID 1,076
mil}ion, distributed as follows: ID 207 million (or 19.3% of total) for
agriculture, ID 448 million (or 41.6%) for industry, ID 166 million (or
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Table (1)

of

ions and Actusl Expendi

De t Pr and E Plans, 1951 - 1974
(millions of Iraqi dinars)
. Teansport & Buildings & Total %
Period Agriculture Industry munication Services
(N L4

Alloc. Expen. Alloc. Expen. Alloc. Expen. Alloc. Expen. Alloc. Expen. @/
1951-1954 393 19.7 14.0 2.6 18.7 10.4 154 10.4 87.4 43,1 49.3
1955-1959 138.5 61.5 57.1 323 1219 571.2 92.7 71.2 410.2 2222 54.1
1959-1961 439 2.5 328 1.9 848 214 152.1 52.5 313.6 108.3 345
1961-1964 87.4 19.9 121.7 38.3 1149 55.1 18.3 87.0 4423 200.3 453
1965-1969 173.5 56.3 187.2 103.9 119.1 61.1 1348 66.3 605.6 287.6 475
1970-1974 366.0 208.0 391.0 330.0 219.0 1770 283.0 1710 1,259.0 886.0 0.4
Total 848.6 3879 803.8 519.0 669.4 3822 796.3 458.4 3,118.1 1,747.5 56

% 100.0 457 100.0 64.5 100.0 57.1 100.0 57.5
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15.4%) for transport and communication, ID 188 million (or 17.5%) for
buildings and services, as shown in the following table (3).

Table (3)

Central Government Investment Allocations
April-December 31, 1975
(millions of Iraqi dinars)

Section Allocations Percent
Agriculture 207.5 19.3
Industry 448.0 41.6
Transport & Comm. 166.0 15.5
Buildings & Services 188.0 17.4
Others 66.5 6.2
Total 1,076.0 100.0
Source: Annual Abstract of Statistics 1978.

Ministry of Planning, P. 144.

(8) The National Development Plan (1976-1980)

This plan calls for investments totalling ID 13.6 billion, of which ID 12
billion is earmarked for the public sector and ID 1.6 billion for the private
sector. The sectoral distribution of these investments is as follows: ID 2.5
billion (18.7% of the total) for agriculture, ID 4.3 billion (32%) for
industry, ID 2.4 billion (17.5%) for transport and communications, ID 2.3
billion (16.9%) for buildings and services, and ID 2 billion (14.9%) for
other sectors (sece table (4).

In 1974, the time of the oil price boom, the 1976-1980 Plan initially
called for investment of ID 5 billion. This amount was raised to ID 10
billion in 1975, and the plan was approved in its final form in June 1977.
Nevertheless, it is reviewed each year, final allocations being made within
the framework of the overall national budget. Thus, total investment for
1976, projected at ID 1,493 million a year, had risen to ID 1,573 million by
year-end. The amounts allocated for the plan for the next four years were
ID 2,375 million for 1977, ID 2,800 million for 1978, ID 3,283 million for
1979, and ID 5,240 million for 1980, the last year of the plan (see table 5).
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Table (5)
Ordinary and Development Budgets
(millions of Iraqi dinars)

1976 1977 +% 1978 +9% 1979 +% 1980 +%

Ordinary Budget 1,476 1,653 12 1,850 12 2,616 4] 3,650 39
Auto. Govt. Agencies 2,075 2,326 12 2,812 21 3,569 27 5,213 46
Development Plan 1,573 2,377 55 2,800 19 3,283 17 5,240 60
Total 5,124 6,356 25 7,462 18 9,468 27 14,103 49

Source : Official Gazette, 14 January 1980

ID 1 =8§3.407
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It is to be noted, however, that although no specific government
revenues are earmarked for the plan, most of the funds allocated are
derived from oil revenues. In the 1970-1974 Plan, these revenues financed
more than 80% of the investment expenditures. With the unanticipated oil
price hike in 1979 and revenues for the year estimated at ID 6 billion, it is
likely thatinvestment allocations for 1979 and 1980 will be revised upvt;ard.

According to the plan’s objectives, national income should increase
from ID 4 billion in 1976 to ID 7.5 billion in 1980 (at 1975 constant prices),
for an annual average growth rate of 16.8%. Income per capita should
therefore also rise, from ID 349in 1976to ID 575 in 1980 (against ID 100in
1969), for an average growth rate of 13.3%.

The GDP is stated to rise from ID 4.3 billion in 1976 (at 1975 constant
prices) to ID 7.9 billion in 1980, an average annual rate of 16.6%. The
structure of GDP: the production sector’s share of GDP will gofrom about
73% in 1976 to 76% in 1980 to the detriment of the services sector (whose
share will decrease from 16.2% in 1976 to 13% in 1980), the distribution
sector’s share will remain practically unchanged (from 10.9% to [1%) as
shown in table (6).

Realization of the plan will necessitate the creation of 548,000 riew jobs.
This will increase the active population from about 3 millionin 1976 to 3.5
million in 1980. The percentage of active to total population should
increase from 25.7% in 1976 to 27% in 1980.

The sectoral distribution of the labour force reflects the plan’s relative
.priorities. 68.8% of the total labour force (2.3 million) to be employed in
the production sector in 1980 (against 66.3%in 1976), 13.4% in the services
sector (against 12.2% in 1976) and about 21% in the services sector (against
21.5% in 1976). The largest employment increase will be registered by
manufacturing industries and by building and construction, whose
respective shares of the labour force will increase from 7.9% and 4% in

1976 to 12.8% and 6.4% in 1980. This growth will take place at the expense
of agriculture, whose share of the labour force will fall from 53% to 44% as

illustrated in table 7.

4. Absorptive Capacity and Plan Implementation
(1) The Concept of Absorptive Capacity:

Many different definitions have been used,? but perhaps the most widely
quoted definition of absorptive capacity is that suggested by Adler. He
defined this concept as “that amount of investment or that rate of gross
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Table (6)
Growth and Distribution of the GDP

(millions of Iraqi dinars)

Annual
Sector 1976 1980 Growth 9 of Total
Rate 9 1976 1980
Production sector 3,108.2 5,988.5 17.8 72.9 76
Distribution sector 465.0 866.0 16.9 10.9 11
Services sector 689.4 1,027.0 10.4 16.2 13
Total GDP 4,262.6 7,881.5 16.6 100.0 100

Source: Ministry of Planning, The National Development Plan For 1976-
1980.Dar Al-Jamaheer Lilsahafa Press, 1977. Table No. (20), p. 101.
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domestic investment expressed as a proportion of GNP, that can be made
at an acceptable rate of return, with the supply of co-operant factors
considered as given”.4

To put it differently, absorptive capacity simply refers to the ability of an
economy to absorb capital that will yield a minimum acceptable rate of
return within a given period of time. However, the termis a very broad and
ambiguous concept. Like the concept “economic development”, it deals
with quantative and qualitative aspects of investment. Perhaps more so of
the latter than the former aspects. Thus, when one studies the absorptive
capacity constraints, one is often confronted with the features of economic
under-development.

According to a recent and excellent study by Ragaei El Mallakh and
Jacob Atta, the absorptive capacity constraints may be grouped under five
categories:5 (a) limitations relating to the physical characteristics of the
country, (b) lack of sufficient natural resources other than oil and gas, (c)
manpower problems, (d) failure to formulate and implement long-term
development planning and (e) political and socio-cultural factors which
tend to inhibit productivity.

One might add to the previous list another constraint, i.e., external
factors such as the destruction of infrastructure of aneconomy caused bya
wars.

It should also be emphasized, however, that the absorptive capacity of
an economy depends upon the present and future government economic
policies. In other words, the absorptive capacity of an economy is not
independent of but is a product of economic development strategies and
policies.

Absorptive capacity can be looked at from a sectoral approach. The
absorptive capacity of each sector of the economy may be constrained or
hindered by the performance or absorptive capacity of another sector. For
example, the transport sector of the economy may be a possible constraint
on the absorptive capacity of other sectors. This is exactly the case that
Iraq experienced in 1974.

The inadequacy of the transport system became painfully evident in
1974 when, due to the sharp increase in oil revenues, the volume of
imported goods increased sharply to ID 773 million (compared to 1D 270
million in 1973). The transport system was poorly prepared to handle the
influx of cargo. The problem was complicated further by the limitation
imposed by storage capacity, the failure of importers (most of whom are
public enterprises) to remove their imported goods within a reasonable
time 17 >m storage areas.
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There is no doubt, that the rise in the volume of imports was a deciding
factor in precipitating the transport crisis. Yet, the true cause always has
been insufficient investment.’

Over the 1951-74 period this sector received 1D 670 million or 219 of
total investment allocations. However, actual expenditures during this
period were only ID 366 million, or 54% (see table 1). Thus, the neglect of
the transport sector was revealed in 1974 when the demand for its services
reached its peak. However, since 1974, serious attention has been given to
expanding transport facilities.

The oil sector has been the primary force in the Iraqi economy since the
early 1950’s. It accounted for more than one third of the country’s GDP
during the 1953-73 period. Following the rise in oil prices, the share of the
oil sector in Iraq’s GDP rose sharply to 53% in 1976 (see table 8).

“Iraq’s oil production has been decreased for conservation purposes, but
production capability is to be increased significantly. Iraq originally
targeted oil production at 6.5 million barrels per day by 1980. However,

tha 1Q073.74 nrice increace mada thic nnnacaccaru "8

Iraq exports about 95% of its crude oil production which had reached

about 3.5 million barrels per day before the war broke out with Iran in
September 1980. During 1950-74 period oil exports accounted, on the
average, for about 80% of the country total exports. Its contribution grew
markedly, from 47% in 1950 to 98% in 1974,

Over the 1951-74 period the agricultural sector received 1D 848 million,
or 27% of total investment allocations. Actual expenditures on
agricultural projects during this period were only ID 388 million or 45%
(see table 1).

The share of the agricultural sector in Iraq’s GDP fell sharply from 22%
in 1953 to 7.6% in 1976 (see table 8). According to the 1976-80 plan, a 7%
annual growth rate is forecast for agriculture, but its share of the GDP s
estimated to be about 5% during the plan period.

It should be noted, however, that the agricultural sector in Iraq had
undergone many organizational changes ever since the July 1958
Revolution. I am inclined to agree with the conclusion reached by some
well known economists that “the organization of agriculture has been such
as to minimize the commitment of the cultivation of the soil to the
maintenance of its long-run productivity.”™

It should also be emphasized, in the words of the most experienced
economist of land reform, “.... that though tractors and combines can
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Table (8)
Iraq: Gross Domestic Product by Economic Sector
at Current Prices, 1953-76
(millions of Iraqi dinars)

Sector 1953 % 1963 % 1973 % 1976 %
Agriculture, forestry,
and fishing 71.5 22.1 109.3 16.3 225.9 14.2 348.7 7.6
Oil extraction 128.9 39.9 2425 36.2 563.4 355 24460 534
Other mining and
quarrying 0.9 0.3 1.9 0.3 10.9 0.7 2.1 0.6
Manufacturing 19.7 6.1 64.2 9.6 157.6 9.9 3245 7.1
Construction 11.3 35 20.3 3.0 57.6 36 355.1 7.7
Electricity, water,
and gas 1.5 0.5 5.2 0.8 16.0 1.0 225 0.5
Transport, communication
and storage 21.4 6.6 48.8 7.3 88.5 5.6 217.7 48
Wholesale and retail .
trade 17.8 55 359 5.4 115.2 7.3 197.8 43
Banking, insurance, and
real estate 3.2 1.0 12.8 1.9 20.5 1.3 89.0 1.9
Ownership of dwellings 11.6 36 124 1.8 58.8 3.7 75.9 1.7
Public administration
and defense 18.3 5.7 67.4 10.0 154.5 9.7 432.8 9.4
Other services 16.8 5.2 499 7.4 118.6 7.5 43.7 1.0
GDP at factor cost 3229 100.0 670.6 100.0 1,587.5 100.0} 4,582.8 100.0

Source: AL-EYD, K.A., Ol Revenues amd Accelerated Growth Absorptive
Capacity In Iraq, PRAEGER, complied from Tabdes: 2-3 and D. 2 PP. 29, 165.
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increase the area cultivated, the advantages of large-scale farming will not
offset lack of incentive. No farming system is efficient if people will not
work under it; this is a principle worth remembering.”!0

Low level productivity in public industrial enterprises was the center of
concern of top political leadership in the country and was extensively
debated during the autumn of 1976. Many reasons were given to explain
the fall in productivity. Some of the main reasons were: firstly, the labour
laws, which made it difficult for management to control and supervise
inefficient workers; secondly, low standard and lack of specialization of
managers and administrators; and thirdly, inappropriate wage policies.!!

Actual expenditures in all sectors fell short of investment allocations
throughout the period 1951-74. Total investment allocations amounted to
ID 3.1 billion, of which ID 1.7 billion (or 56%) was actually spent. The
ratio of actual expenditures to actual revenues was 72% for the said period
(see table 9).

It should be noted, however, that the difference between planned
allocations or actual revenues (which is more meaningful) and actual
expenditures cannot be taken as a reliable indicator of plan
implementation. This is because such an indicator is merely a financial one
and does not necessarily reflect that the pians’ objectives (in physical
instead of in financial terms) have been realized at the end of each plan.

It follows from the above discussion that shortcomings in plan
implementation cannot be attributed to scarcity of capital, but rather to
the limited absorptive capacity of the Iragi economy which is attributed, in
turn, to a large extent to various bottlenecks confronting the
implementation of development projects. These are discussed in the
following section.

(2) Bottlenecks of Plan Implementation:

Many bottlenecks have been directly or indirectly responsible for the
delay in the implementation of development projects in Iraq. These
bottlenecks may be divided into three main categories: (A) organizational,
(B) technical and economic, and (C) strategic.

A. Organizational Bottlenecks

The most important are the following:

(1)  Lack of competent administration in the executing ministries and
hesitation in decision making processes.
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Sectoral Investment Allocations and Actual Revenues
and Expenditures of Development Programmes

Table (9)

and Economic Plans, 1951-74
(millions of Iraqi dinars)

H 2) 3 4) (5) (6)
Period Allocations Actual Actual Surplus (+) % of % of
Revenues Expenditures|{ Deficit (-) Act. Exp. to Act. Exp. to
Act. Rev. Allocations (3)
(3) to (2) tof}
(1951-1954) 87.4 107.5 43.1 (+) 64.4 40.1 49.0
(1955-1959) 410.2 241 .4 2222 (+) 19.2 92.0 54.1
(1959-1961) 31316 100.9 108.3 -)7.5 107.3 34.5
(1961-1964) 442.3 239.0 200.3 (+) 38.7 83.8 453
(1965-1969) 605.6 407.0 287.6 (+) 119.4 70.6 47.5
(1970-1974) 1,259.0! 1,259.02 886.0 (+) 373.0 70.4 70.4
Total 3,118.1 2,354.8 1,747.5 (+) 606.8 72.2 56.0

(1)  Total allocations amounted to ID 1,932 million but this figure
includes other expenditures totaling ID 673 million of which

ID 459 million allocated in 1974,

(2)  Due to the increase in oil revenues, we assume these revenues

were actually realized.

Source: Complied by the author.
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Lack of executive powers and their concentration at the
ministerial levels.

Delay in handing over project sites to contractors by the executing
ministries due to government red-tape.

Delay in the civil engineering works.

Political instability and frequent changes among cabinet
members, especially in the case of the Planning Ministry which
had six ministers during the period 1964-1968, and six more since
1968. The changes were even more frequent in the case of the main
sectoral ministries.!2 During the period 1964-68, there were eight
ministers of Industry and Transport and seven ministers of Public
Works and six ministers of Agrarian Reform. These changes,
however, have become less frequent after 1970.

B. Technical and Economic Bottlenecks

M

2

3

@

&)

(6

Among these are the following:

Lack of reliable feasibility studies, frequent changes in cost
estimates and designs of some projects. This has led in many
instances to the reopening of discussions in both the Planning
Board Steering Committee and the Planning Board as to the
rationale of these changes and thus, leading not only to delays in
implementation, but also to a great increase in the cost of the
projects.

Misjudgment in selecting project sites. This has made it more
difficult to overcome problems of logistic and otherwise as to the
operation of projects at their full capacity.

Shortages of local contractors.

Lack of banking credit facilities granted to local contractors.
Lack of technical staff in the government agencies which are
directly implementing plan projects has made it difficult to make

thesn committed to a time schedule.

Lack of economic incentives to engineers, technicians and
administrators at project sites.
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C. Strategic Bottlenecks

The development experience in lraq has shown that by not adopting a
strategy of integrated projects, great damage had been incurred by the
Iragi economy, especially in the agricultural sector. Although closely
related, water control, drainage, desalination, and irrigation projects were
included in the programmes and plans as separate projects instead of being
considered as an integral part of a single complex.

Thus, inadequacies and lack of coordination and follow up have
adversely affected plan implementation. However, some serious attempts
were made in this respect to ameliorate the processes of implementation
during the 1970-74 Plan.

It should also be\noted that planning policy in Iraq until the end of 1970-
74 Plan was based oninvestment planning instead of production planning.
However, the current 1976-80 Plan is supposed to have shifted planning
policy towards realizing certain production objectives, but no concrete
results have come out yet.

In conclusion, the Iraqi development experience has shown that
shortage of capital has not been the limiting factor in its development, but
rather the limited absorptive capacity of its economy, which, in turn, is
affected by various factors.
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FOOTNOTES

(1) For a good and precise discussion, see: Haseeb, K., “Plan
Implementation In Iraq, 1951-1967” in Studies on Selected Development
Problems in Various Countries in the Middle East, 1969 (United Nations,
1969) pp. 2-3.

(2) See Haseeb, Ibid., P. 3

(3) For a detailed discussion of this concept from several related
perspectives, see: Medium Term Ability of Qil Productivity Countries to
Absorb Real Goods and Services, A Study prepared by CACI, INC.-
Federal, for the Department of State, March, 1976, Vol. 11, Chapter 2.

(4) Adler, J.H., Absorptive Capacity: The Concept and Its Determinants
(Washington D.C.: The Brookings Institute, 1965), p. |

(5) See their forthcoming book: The Absorptive Capacity of Kuwait:
Domestic and International Perspectives, PP. 8-9

(6) The present war between Iraq and Iran which broke out on 4 of
September 1980, will, no doubt, have adverse effects on the absorptive
capacities of both countries.

(7) Al-Eyd, K.A., Oil Revenues And Accelerated Growth: Absorptive
Capacity In Iraq, Praeger, 1979, P. 76.

(8) Seymour, 1., “Iraqi Oil Policy in Focus”, Middle East Economic
Survey, XVIII, 35, June 1975, pp. 1-6

(9) Penrose E., and E.F., Iraq: International Relations and National
Development, London, Ernest Benn, 1978, p. 453,

(10) Warriner, D., Land Reform in Principle and Practice, Oxford, 1969,
P. 43.

(11) For a more detailed discussion see: Penrose, op. cit., pp. 471-76

(12) See Haseeb, op. cit., p. 10.
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