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PRELIHMIN/RY. CONSIDERATIONS ON POSSIBILITIES
OF COUNTERI).G_SINO—SOVIET ECONOMIC
= PENGSIRLTION IN IRAQ

Note by the Economics Directorate

With a view to providing a basis for exchanges of views
on policies open to the West in face of the deep economic pene-
tration already achieved by the Boviet bloc in Iraq, the Econom- s
Directorate has eatablished two notes, attached at /lnnexes I and
II,

(1) a survey of the economic nroblems in Iraq and the main
features of the development programme;

(11) an analysis of the Vnrioua forms of economic penetration
by the Soviet bloc, including military assistance,
economic credits, vresence of Soviet technicians, etc.

2. Although these notes have beeri partly based on information
provided by some delegations they cannot be considered as complete
or up—-to-date, Given the fact that information on economic
provlems of Iraq is very scanty, these studies certainly are
deficient in many ways. Delegations might therefore wish to
provide further information in order to improve them.

3. Even at this stage the two attached notes dbring out a
few essential features in Iraqg's economic situation which have to
be taken into account in discussing any policy of the West towards
this country: -

(1). Iraq has all the characteristics of under-devcloped

\<53 countries: low income pei head, fast growing population,
o heavy dependence on agriculture at a vcry backward stage,
\ large unemployment and under-employment, low lecvel of
education and potcntiasl talance of payments difficultics;

(11) By contrast with many other under-devcloped countries
, raq has, however, an important assct: oil which
quf“ provides the bulk of foreign oxchange and of the state
oV revenue; .

(111) 1Iraq has launched an aembitious development programme
(1961-1966) which aims at an average incrcase in the
gross national product of some 9% per ycar and requires
becth a large amount of capital and a grcat number of
technicians and skilled workecers,

(iv) The capital rcquired is expected mostly from the growing
output and exoort to the West of oil (this commodity 1is
not likely to find any significent outlet %n the Sino-
Soviet bloc); but some capital - about 125 of thc wholc
amount is required - is also expectcd from the Sino-Govict
bLo¢c in the form of credits.
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(§$% 4,8 to technicians, apart from thosc who belong to forcign
o firms and a few Iraqis, they are all
\\64 Soviet bdloec. %8 v provided by the
y O
(vi) The new military regimo Tfeels tho need to maintain large
armed forecos and equip tham with modern weavons provided
by the Soviet bloe. Military expendituros are rising,
in particular to pay for part of this equipment, to
provide for its maintenance and operation, and it 1is
likely to further increase in the future when Iraq has
to repay for tho part of the matorial received under
8oviet credits, The competition, alrcady apparcnt,
between military outlays and expenditure for development,
is likely to become more and more acutac.

(vii) Given the difficulty of expanding the production and
sales of Iraqi goods suitable to communist countriocs,

_<¢} the ropayment of Soviet aid, cither civilien or military,

<« can only be oxpected from the procecds of oil exports to
\O the froe world, This shows that the rccoursc to bloc
\0 assistance derives from political rathcer than ccononic

motives,

(viii) Theroe is also genoral mistrust of Wcstorn cconomic
interests in Iraq which has rcsulted in tho present
deadlock betwoen the IPC and the Iraqi authorities and
also in a strict control of other forcign firms,
accompanicd by the "Iragisation" of secveral important
economic sectors.

4, ©Policies to be followed by the Wost in the face of
Sovict economic ponetration in Iraq could be guided by the findings
of tho rcport of the Cormittee of Economic Adviscrs to the Council
(c-u(60)4). It was thon concluded that Wostcern cconomic policics
and aid programmcs should not primarily bc doesignoed to bc a responsc
to the Communist economic offcnsive. On the other hand, taking
account of tho offconsive the Wost should bo cnecouragced to improve
its policios towerds tho under-developed countrios. It was also
rocogniscd that NW.T0 should discuss special omorgency moasurcs
which might be noodcd for dealing with a spccific thrcat and pro-
vide a forum for a frank oxchanges of views on policies for
countering the communist economic offensivc. In the casc of Iraq

various policics can bo discussed.

5e A policy of active %ﬁonggie co-operation might consist
of favouring tho incrcasc to tho maximum of output and cxports of
oil, providing largc scale economic assistancc, sonding a largc
number of tochnicians, rccommonding thc most conciliatory spirit
in necgotiating o settlomont with the Iraqi authorities on oil.
Such a policy would facilitatc the implcmontation of the cconomic
dcvclopmont programmo, assist in improving living conditions in
Iraq, and contributc to weakcning tho local pro-Sovict olcments.

NATO CONPIDENTLL -L-
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6. Howover, this policy has vory strict limitations. It
would imply groat abnegation on the part of the Vcst, which in the
prosont state of affairs might be in direct conflict not only with
its oconomic but also its political intorosts, cspocially if Iraq
continucd to rocoivo arms, credits and tochnicians from the
Soviots. It might bo considorod as a promiun to countries who
undortako to play the 8S8oviet bloc against tho Vest, and this
necessarily at the oxponsc of friendly undor-dovoloped countrios
who havo stuck to their Westorn allianco., [fbove all, such a
policy would have to boc accepted by the presont Iraql authoritics
whiloc in fact they might sce in it a rencwod offort to gain a
foothold for "neoo-colonialism®" on the country. To avoid this
misrepresentation, it would probably bec noccssary to rely on
intornational organizations such as thc¢ United Nations or tho
IBRD, rathor than on national govermrmonts to carry out this policy.

7. At thc other extrome, the West mig%t roduce or cvcen scver

its _occonomic relgtio th . s for instanco, oil imports

rom Iraq wore suspende cat, the vory basis of the Iraql
occonomy would collapso. Such a policy, however, is hardly con-
ceivablo excopt na a last resort in the face of Iraq taking hostilo
stops againat vital Westorn intorosts in the area. It would not
cronto any oil shortages, as in tho present surplus situation
altcrnative sources of supply could casily be found. On the

othor hand, it would hit directly Westcrn intercsts and might lcad
the rogimo to acts of dosvair with devastating cffocts. Tho
rosulti cconomic and social chaos might, of coursc, lead to a
change of Govormment or induce the presont rogimo to yiold to the
west, Iraq might also turn to the 8oviet bloc for a rescue.

If the bloc agroed to undertake such an oporation, it would bo at
great oconomic cost, but the conmunists might so obtain veory
spoctacular political rewerds, i.e. the turning of Iraq into a now
satellite, Howover, the possibility of applying a soverc economic
policy might in ccrtain circumstancoes be useful to tho West as a
ithreat to detor the local governmont from hostilc action.

P

8. Tho middle course of action would bc moro or less to
lcave things to ro%%gw their curroent tﬁends, i.0. not to make any
special effort to incroeasc the output oxport of oil over their
precaont levcls and to bo rosigned to Iraq relying on Sino-Soviet -
assistancoe for the achievemont of its economic nrogramme and tho
building up of ite army. In fact this may be the only coursc of
action possiblc for tho West, If things arc lcft unchangcd, tho
cconomic targots set in tho Plan will certainly not be met, as tho
Plan's fulfilment depends to a large extent on growing oil revenues,
and as the increasing requirements of the armed forces will reducc
the finance available for civilian investment. Thc West could
make it clear that it had no rosponsibility in eithor claborating
or financing the oconomic programmc and that its failurc is duc
to tho policy of co-operation with the Soviet bloc. /fter such
an cxperience the Iraqi authorities might bc morc willing to ro-
establish closor economic relations with the West elthough it is
not to boc oxcluded that they might stiffen thoir attitudc and got,
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more and more involved with the Communists. 4 policy of reserve

towards Iraq should not however exclude soizing opportunitics or

showing sympathy to this country and endcavouring to maint
prcsence of Westcrn intorosts, 8 ntain the

9. The Wceet might encourage:

= 4trado with Iraq in various products other than 0il;

= the maintcnance of thoir nationals in Iraql busincss
and of foreign firms in the country;

- the provision of tochnical assistancc (for instance
model farms and agricultural collcges) which could
be clearly idcntified as Western assistanco;

- an cxpansion of scholarships granted to Iraqi studcnts
in Western univcrsities;

= intcrest by intermational organizations in Iraq's
gconomic probloms,

10. Tho attachod studics and thoe goneral considerations above
have shown thoc great ggggrtgnif of Ei} in tho Iraqi cconomy and
also that lcstorn policy on oil is bound to havo far=reaching
roporcussions on cconomic and political dovolopments in Irag.

Such a situation offers opportunitics to thc Boviet bloc as well

a8 to tho West. Precisc information is lacking on thc actual
rolations botween the Western oll compenics and the Iraqi authoritics.
In particular, it is not known whether the offorts of the latter to
prospoct, produce and roefinc oil will be succossful and whether thoy
aro likoly to ereate incrcasing difficultics to Western companios

It 18 not to bo execludod that a growing number of 8oviot bloc
tochniciana comc to assist tho govermmont in its oil venture.
Boaring in mind that the Council has instructod tho Committee of
Economic Ldvisers to study ways and means dy which N.ATO countrics
could closoly co-oporato to counter the 8Soviet oil offensivce in tho
non-committed countries (C-M(62)30, paragraph 9(v)), the Committou
will cortainly wish to devote special attontion to the situation

of Iraq in this respect.

11, Wwhatevor cconomic policy is considered as sdvisable
towards Iraq, it should probably be, at least in a flexible way,
concorted betwecn NATO countries and reviewed periodically in tho
light of new developments. It may be important that memoecr
countries, far from compceting with each othor or duplicating egch
othor's cfforts, should act in thc cognizancc of their partner's
undorstanding of thc situation, and evon distributo the work to bc
donc botwoen themsclves, in the common intcrcst of tho West.

12, Ncoedlcss to say, the above romarks are vory tontative ung
bascd on a knowledge of tho situation which is only too f?agmcntari.
National governmeonts with a first-hand expcriencc of Irag s occonomic
probloms can @t best usc the prcsent notc as a basis for discussion,
and olaboration at a later stage of a morc adcguatc survey orrtho of
situntion, which may load to more cffective attitudcs in thoe facc
scrious Sovict economic penctration in this country.
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geography

Iraq has an area of 168,040 square miles stretching along
the western border of Iran from a narrow outlet to the Persian Culf
in the south-east to the boundary joining Turkey with Iran in the
north, and from Saudi Arabia in the south to Jordan and Syria in
the west, Largely a northern extension of the Arabian desert,
the land level rises gradually from the low-lying Mesopotamian
valley to a steppe, then to progressively higher mountain ranges
and peaks, along both the Turkish and Iranian borders. Two
large rivers, the Tigris and Euphrates, cross tais vast plain to

end in a marshy delta, before flowing 1nto the Persian Gulf down the
Shatt el Arab.

2. There is both variety and contrast in climate and vege-
tation between the steppe grasslands and mountain pastures, the
dry deserts, the marshlands and the fertile river valleys. Over
four-fifths of the land area is waste, Only one-éighth is arable
land, and the remainder is either grassland and ricadow or forest.

Population

3. The total population was estimated at 7 million in 1960
and is growing at the very high rate of 2.9% a year, though morta-
aity rates are high.

4. The areas of dense agricultural settlement and principal
urban centres follow the Euphrates and Tigris and its tributerics
down to the Shatt el Arab in the south and the foot of the Kurdistan
mountain rangds in the north. Bagdad, with over a million inhabi-
tants, is the only city; Basra and Mossul, and cspecially Kirkuk,
are entirely provincial, while other minor urban centrcs are
primarily markets for agricultural produce with a subetantial
proportion of their population dependent on agriculturc. Despite
considerable recent emigration to urban areas, two-thirds of the

-7- N.ATC CONFIDENT LiL
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total population is rural, The majority is of nomadic dcscent and
rcmains divided into tribes, though fully settled on the land, and
now largely assimilated to the original peasant or "fellah".
Prcsont-day nomad and somi-nomad tribes of Bedouin Arabs are csti-
matcd to number only betweon a quarter to half a million.

Se Over thrce—-quarters of all Iragis arc of Arab origin and
morc than 95% are Moslems. The Kurdas, almost a fifth of the total
population, and othor amallor racial and linguistic minoritics of
Iranians, Turks, Turkmans and a few Caucassians, aro Moslems.

Thc Christians comprise distinct minoritics of Armenians, Syrian
Catholica, 8yrian Orthodox, Chaldcans and Assyrians divided into
scparate religious communities, In addition thorec are a numbcr
of minor rcligious scects, ncither Christian nor Moslcm, and a very
small Jewish community that has survived massivo rccent cmigration,

Natural Resources

6. It is estimated that 8.6% of tho world's proven oil
rescrves lic in Iraag. High yields and quality, allied to low
costs, hnve madc th: :rtry the world's scventh largest oil
produccr, accountir - 4% of world output and 17.3% of Middlc
East output-in 1961.

7. Mincrals have reccontly been discovered; chromium, copper,
lcad, zine, phosphates, large sulphur dcposits ncar Mossul, salt
dcposits noar Basra and som¢ radioactive motals.

Agriculture.

8. The Iraqi oconomy continues to roest primarily on
agriculture which has very considcrable scope for further develop—
mont. Thu total aroa that could potontially come under culti-
vation is estimated at about thirty millicn : ~»c-; fteen million
acres in tho central and southern goncs irr‘ . .o ¢ Euphratcs
and Tigris with its tributaries, estimated t. c:vrry 70 billion
cubic mctres of wator a ycar; ten million acros in tho northcrn
rain-fod gons; tho romainder by the devclopment of arcas depcndoent
on artosian wolls and the extcnsion of forests in the northern
mountain regions. Only about a quartcr of this potcential total
is actually in crops and is oxploited by quite primitivc mcthods.

9. Whoat and barlcy arc the main wintor crops, while ricc,
and reecently cotton, arc tho principal sumer crops. Scsame,
corn, millet and grain sorghum are relativcly unimportant,
Tobacco is grown mainly in the north. Somc fruit and nuts, ]
cspceially citrus fruit, arc of good quality, and veogotablcs aro
availablo ncar towns, The datc crop is tho world's largest.
Livostock was rocently ostimatod to number about 14 million hca ’
thc majority shecp and goats, and thoe output of wool, hides nn
skins is of substantial valuc.

NATO CONFIDENTIAL -8-
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10. Tho nocd to oxpand the cultivatcd arcc and to limit
rloods and wastago by controlling the flow of thc Tigris, tke
Eu-hratos end thoir tributarios, has led to thc dbuilding of scvoral
dams and water storage schemcs, Howover, imorovemcnts and cxten-
sions to the oxisting notwork of irrigation canals and pumping
stations, required to cnaurc a regular and adcquato distribution
of the watcr supily, have lagged Bohind schodulo. The progrcssivo
salination of tho top soil is now aggravatod by the growing voli mc
of irrigation watcrs and rosponsidlc for thc abandonmont cof largc
arcas fo>rmorly undor regular cultivation. Plans to rcmcdy this

situation by establishing a proper drainagc systom havo largcly
failed to bo carriod out. -

11. Lack of rain and inadoquate irrigetion allow only a

fraction of tho wintcer arca to bc cultivatod in summcr, and tho
pabsonco of a propor crop rotation has lod to half thc land lying

fallow in wintor to rocovor from tho almost cxclusive growing of
- barley and wheat. Grain yiolds are among tho world's largcst.

Implcmonts and cquirmont arc primitive, draft animals fow and poor,
farm manuro is mostly uscd for domostic fuol, no usc is made of
fortiliser or soil building crops, and thc wintor fallow on which
farm animals are grazod cncouragcs the prolifcration of wocds owing
to quito suporficial cultivation of the soil. Livostock is
morely an adjunct not integratod to egricilture and is unproductive
through lack of brecding, inadoguate sheltcr, discasc and summer
poricds of near starvation., Poor grasing and tho abscnce of mixed

farming coccount for the predominence of shoocp and goats owned
mostly by nomads. «

OPpe fOHO

12, The genorel absence of small land holdings among peasant
sharceroppers and the ncoc to reise rurel living standards and
limit tho feudal power of landlords and tribel chifs, led to an
Agrorian Reform Law in September 1958, Individual holdings are
nowv limited to aporoximately 250 hectares on irrigatod and 500
hcectares on rein-fed land, The surplus, including some Governmor
land, . estimated at throo million hectares, is to bc rcdistributou
to the poasantry in lots up to 15 hectarcs on irrigated and 30
hcctares on rain-rfod land., The law further provides for the
cstablishment of a co-operative aystem to organiszc and assist the
pcasantry and thoroughly regulates conditions of land tenure and
the rclationship of sharecroppor to landlerd. By the cnd of 1961
this programmc, originally planncd to be carricd out within five
ycers, was fcr bchind schedule. Though ovor onc and & quartcr
million hectarcs had already bech scized from surplus land holdings,
only 19,849 familics wore then officially rcnortcd to have becn
rousettlod, out cf a total of 700,000 landless pcasant familics.

A vcery much largor numbcer hed beccome tcmporery government tenants,
pending tho allocation of thoir land, When complcted, the total
programmo will provido holdings for 250,000 to 350,000 pcasant
familics, and it ie hoped that thc rcmaindor will gradually also
obtain land as now arcas arc devolopod.
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13, Thc ignorancc and poverty of the pcasantry and their
dopcndence on powarful landlords have made sharceropping a thinly
disguiscd systom of agricultural labour poermoncntly ticd to tho
soil. Expropriation ond rodistridution of land undor the Agrarian
Reform Law has so far mainly involved the state taking over tho
administration of this systom and maintaining tho unity of lorgc
cstatcs undor official managomont, The most tangiblc advantagc
of agrarian rcform to tho poascntry scoms to bc the now rcgulation
of sharccropping which is reportcd to havo improved concitions of
tenure. Howover, it is not yot possible to judge whothor the
follahoon will bc adblc to amancipate thomaclvos from an authori-
tarian govornmont administration that allows only very limitod
frcodom for individual farming and purely nomingl rights of land
owncrship.

1. Agricultural output has fallen in rocont years owing to
unfevourablo natural conditions; tho reorganization of thc meanagc-
mcent of coxpropriated cstates undor the Agrarian Roform Ministry
may wcll have also contributed to advcese cffocts. Success in
progrossively raising rural living standards and agricultural yiclds
will, in thoe long run, very largely dcpcnd on the cducation of thc
pcasantry and efficicnt govormment assistance to farming.

15. In the 1961/62-1965/65 Economic Plan, provision is mado
for oxporimental farms for cotton, sugar boot, coroals, rice and
mcdicinal horbs; oxtonsions to Govermment-owned tractor stations;
tho orcction of grain silos, now artesian weolls, afforrostation,
bcttor votorinary sorvices and improvements in thc quality of milk
and milk products. However, projects for irrigation, watcr storago,
drainagc and furthor extension ?{)tho arca undor cultivation aro
allowcd over 80 million dinars on a total projocected oxpcnditurc
of 112 million dinars and continue to enjoy priority.

Industry

16, Favourablo factors to industrianl cxpansion arc thc
abundance of oil and gas -~ both a cheap source of power end valuablec
raw matorial - thec svailability of minecral dcposits and a largc
supHly of low-cost labour, In addition, thore is considcrabtlc
scopc for raising furthcr the sup)ly of agricultural produce to
industry such as: fidbres, oilsced, sugar, datos, hidcs and tobacco.

17. Industriel ouput, other than oil, is still of sccondary
importanco in thc overall economy. Only rcccntly developed beyond
tho artisan and workshop lcvel, it is largoly confined to tho pro-
ccssing of agricultural produce, the supply of building matcrials
and the manufacturc of goods for local consumption., Thc 1954
consus lists 22,460 busincsses omploying 90,291 pcrsons, with only
294 units omploying ovcr 20 pcrsons. Inadequato local markcts,
shortages of working skills, of technical and administrative

(1) 1 Iraqi dinar = £1 = $2.80
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experience and a goneral recluctance of privatc intoerests to invest
in industry pathor than real seatate or tradco, cxplain the census

, £findings and point to the need for Govermment initiative,

18. Tho petroleum industry provides Iraq's principal source
of governmont finance and foroign cxchange and is also the main
employer of labour, Under a ten-year old agrcoment still in
force, profits from petroleum production are shared cqually between
the government and the o0il companies, Government oil revcnucs
rose "y 107 both in 1959 and 1960 to reach #267 million that year,
but declinod in 1961 to 8265 million owing to lower oil prices.

19, In the course of neogotiations opened in Augurt 1960
betwecon the governmont and the Iraq Petroleum Company and its
subsidiaries - who then virtually controlled all rights to
production and exploration ovor Iraqi territory - thoe governmant
domandod that: : :

- 1t should bc consulted prior to changos in posted
prices or in the principlcs cmploycd in ostablishing
these pricos.
such principles of price calculation be defined.

- refunds paid to the compenics bc abolished.

- Iraqis be accopted on the Company's Board of Dircctors
in London and the government allowed to inspecct the
Company's oxpendituros,

= the Company's foroign staff be progresasively replaced
by Iraqis.

- unexploited concessions be handed back to tho
government,

= gas should not be burnt unnecessarily and should bc
offored frec for Iraqi nocds.

= Iragi tankors be used for transporting Iraqi oil.
Iraq should participate in at lcast 20% of the

Companics' capital. '

tho government's sharc in profits bo incroased.

- all payments bdc madc in convertible currency.

Gamagos bo paid to Iraq for loascs arising from

ambiguitios in provious agreoments.

By Octobor 1961, no agroomont had been reached and ncgotiations
brokc down. In Deccmber 1961, the govormment seizcd over 99.5%

of tho Iraq Petroloum Company's concession in spitc of thoir

final offor dwring nogotiations to give up as much as 90% of thosac
rights, Producing arcas havc not beoon affectcd by this cxpro-
priation; 1t do¢s, howcver, involvo somc loss to thc Irag Potroloeum
Company of provon oil rocscrves,

20. ‘Tho govornmont has now sct up a National Potrclcum Company
to cxploit the scizod arcas Tollowing the rccoipt of Russian
tcchnical and matorial assistance in further oxploration. The
main purposc of tho National Pctroleum Company, howcvor, is to
attract other frce-world oil intercsts to Iraq on morc compctitive

R -1~ JIATO_CONFIDENTI
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tcrms and to achicve a higher ratc of growth in total petrolcoum

») productions, Thc govornmont's preoscnt policy towards the Iraq

. Potroloum Company also appears to aim at maintaining pressurc on
thce company for an improvement in presont terms and avoiding action
that may adveracly affect thc lcvel of output. Iraqi mcmbership
in tho Crganigation of Potroleum Exporting Countries (OPEC), which
accounts for almost thoe whole of the non-communist world's .
intornationally tradcd oil supply, may strongthcen thc government's
bargair.ing position, ‘
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21l. Thc govcermmont controls four amall refincries which
supplicd over two million tons of petrolcum products for local
rcquiramonts in 1960 and now has plans for a rifth in Basra.
Scvcral scloetric gowor stations using local fuel supplicd 852
million kwh in 1960, and gcnorating and distributing capacity,
including thrceoc hydroclectric projects, is to bc vastly oxpandcd

t an cstimated cost of more than 38 million dinars in thc 1961~
%E Economic Plan, Four cement works able to produce over 600,000

ns a ycar, and scvcral brick and tilc works supply most local
Puilding materials. Two intograted cotton mills and three woollen
= @oxtilc mills supply most local nceds, and provision is madec in
=hc 1961-66 Economic Plan for new cotton, wool and silk mills, for
chinc knitting and garment making. lost other organized
.industrial manufacturing activities at proscnt consist of: a Jjuto
mill, cigarcttc and match making, tanning and shoc making, browing
sand distilling, the axtraction of vogotablc oils and production of
J soap, flour milling, sugar refining, datc packing and the manufacturc
& of aluminiumwarec. Somo minor activities that may devolop arc:
< tiro retroading, raclaiming of lubc oils, woodworking, battery and
clcetrical repair work and shops for the ropair of automotivc and
agricultural cquipmont, bakories, confectionarics and other focd
proccssing catablishmonta,

EAS

22. Now government industrial projocts containcd in tho
five-year Economic Plan arc ambitious. A petrochemical industry
is to produce caustic soda, ethylcne, polycthylonc, chloridc, carbon
black, synthetic fibros, paper, oxtract sulphur frcm natural gas
and supply nitratc and ammoniumn sulphate fortiliscrs. Rubber tircs
and tubing and pharmaceuticals arc aleo to bc made locally. Further
plana includc a cigarette factory, a sugar rofirery, thc making of
coramics, a glassworks, production of light bulbs and clcctrical
apparatus, agricultural machinery and equipment, a medern stcclworks,
an atomic reactor, the production of cobalt, an institutc for atomic
study, further mining survoys and pctroleum prosrecting on the
newly seized concessions, Factories for shoes, cigarcttcs and the
canning of fruit, meat and vegetables havc alrcady been established;
thc factories fcr light bulbs, cleetrical apperatus, cotton fabrics
and pharmaccuticals arc now pcar campletion. The total cost of
all projuets for industrial development is astimatcd at 166,786,000
dinars in tho 1961-66 Teconomic Plan.
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23, Though moatly adcquate for present nceds, tho transport
systom is relativoly underdoveloped. The 8tato railways carry
most of the traffic, all-weathcr surfaced roads arc fow and inland
navigation unimportant.

24, Less than a third of Iraq's railway track is Europcan
standard gauge.- This is tho Bagdad to Mossul 1lino that gocs on
to Turkecy through Syria. The Basra-~Baglad-Kirkuk-Erbil lin¢ and
Ihanaqi. branch line arc only motre gauge. Higher operating
costs, trans-shipment in Bagdad and duplication of oquipmont and
maintenance justify proesent conversion work to standard gauge on
tho Basra to Bagdad lino, schodulcd to be complctod by 1964. An
ostimatod éxpenditures of 39 million dinars is quotod in tho
1961-66 Lconomic Plan for' this purposc. Thero is also a minor
projocct for a branch linc to Suleimaniya from Kirkuk.

25. The notwork of main roads maintaincd by thc Dcpartment of
Public Works in 1951, beforc tho Developmcnt Beard's cxtcnsion
programmo started, was approximately: 2500 kilomotres of motalled
and surfacod rosds, 500 kilometros motallcd only, and 5000 kilo-
mectros of carth roads. Tho surfaccd roads werc in thc vicinity of
Bagdad and in thc north. Over 2000 kilometres of roeds have since
boon built, surfaced or improved, and tho 1961-65 Economic Plan
makcs an -ostimatc of 36.4 millions dinars for furthcr road and
bridge building roquircmonts,.

26. Tho port of Baera on the 8hatt cl Arab, cofficiently
handlcs ships up 'to 12,000 tons, though costly drodging is neccussary
to maintain a cloar channel across the Fao bar, Tho port at Fao
is oxclusively uscd for petrolcun. Construction of a sca port
startod in 1961 at Umm Qasr on the Gulf; this is tc bc linked to
Baera by.road and rail and is to reeeive shipping up to 35,000 tons.
Costs arc ostimated to reach 16 million dinars in thc 1961-66
Eccnomic Plan., ' A mission from the IERD studying tho Iragqi oconomy
in 1951 then considorod this project unjustifiecd.

27. The 8tate run "Iraqi Afirways" assurces traffic locally
and to othor liiddle Bastorn countries. There arc two intor-
national airports, one at Basra, the other in Bagdad. The latter
is to bc rcbuilt and enlargod at an estimated cost in thc Ecconomic
Plan of 1ll1.25 millions dinars; work was startcd in 1961,

28. .Othor minor projocts in the Economic Plan include thc
improvemcnt of inland navigation at a cost of 2 million dinars,
cxtensions to tho genorally adequate nctwork of postal and tclupraph
scrvicos and tolophonc exchanges, cstimated at 3.5 millions dinars,
thc devclopmont of prosont broadcasting and transmitting media and
the introduction of tolevision to cost 7.6 million dinars.

-13- N/ TO_CONFIDENTIAL
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29. Tho oil pipelincs to tha Mediicrrancan and the short
lino to thc shiphing stage at Fao wc..¢ constructcd and arc opcratcd
and maintaincd by the oil comvanics.

Moncy, Banking and ~riccs

30. Thc 8tate-vwned Ccntral Bank of Irag, in copecration sinco
1949, is tho solc currency issuing authority and is rcsponsibl.
for carrring out govornment monetery policy. Although Iragq
withdrcw from thc sterling arca in 1959, the Iraql dinar rcmains
at official parity with the £ stcerling.

31. Short-tcrm finance for forcign and domecstic tradc is
fully supnlicd by several commorcial banks, both Iraqi and local
branches of Aradb Midcdle Eastern and formerly British banks, and
by tho 'Sarafs', minor trading and finesncing firms. Mcdium
and long-torm crodit was until recently veory inacogquately provided
by the Statu-controllecd Agricultural Bank, thc Industrial Bank
and thc Mortgago Bank, cstablished to cncouragc privatc invest-
mont, Th.ro is a Post Officc Savings Bank, and a small loans
Mortmage Bank, also S8tatc-controllcd, which offcers financial
accommcdation on movable property only.

32. Banking is conccntratod in Bagdad, liossul anc BEasra,
and branch officcs arec fow, A gencral uvso of cash paymonts
rather than chcquos and the hoarding of currcney has 1lcd to low
lcevels of total deoposits, cspccially savings dcposits, in rcletion
both to the noto issuc and the volumc of cconomic activity. In
November 1960, with currcncy in circulation above 73 million
dinars, total domand doposits in tho banking systom werc lcss
than half this figurc. Both liquidity anC heollings of forceign
asscta arc maintaincd at high lcvels by the cammcreial banks,
and financing is confincd principally tc short tradce ercdits,
011 company paymcnts in storling have providod thc Cuntrel Bank
with largo roscrves of foruign asscts; aftor rising stoadily
for scvoral yocars, they rcachad thoir highcst lcvel in 1956, then
dropped vory sharply in 1957 following thc intcerruntion of cilp
oxports, but rosc agein in 1958, wero baroly mainteincd in 1957 and
dceclined soveroly both in 1960 and 1961, owing to substantial
im>ort surpluscs. In Novomber 1960, total holdings of foruign
asscts in tho banking system stcod at the cquivalent of 114.9
million diners, a figure higher than thc combined valuc »f totel
domand doaosits end currcncy in circulation and larger than the
figure roquirod to covur the decbit balence cf total foreign
transnec tiona for thc wholc of 1959, if nct roccints from tho oil
scct :r were cxcluded from tha overall belancce of »eyments for

that year,

NATO CONFIDENTIAL -1~



DECLASSIFIED - PUBLIC DISCI&SPU(B{]’EP/Y, DEO({{.SAQ&%IE - MISE EN LECTURE PUBLIQUE

33. Thc absoncc of an organized capital markct, thc undcr-
decvelopod stete of banking and financial institutions and low
lcvcl of savings channglled into the .systom, thc inadcquacy of
private risk capital availadblc for long-torm incustrial invcstment,
cwing to a zcnoral orcforonco for tha safoty of rcal cstatc and
quick tracing roturns, havc largoly restrictcd modiua and long-
tcrm borrowing facilitios to the 8tatc-owncd Industrial and
Mortgago Banks. Rocant govornmont moasurcs to raise their cnpital
and cxpand credit, and fiscal concessions to cncouragc privato
invcetmcnt, capocially in light industriocs, arc both officially
statced to aim at a balancod cdovclopmont of the public and privato
soctors within the framowork of the five-yoar Lconomic Plan.
Howevar, legislation introduced in 1960 to compol thc sale of a
controlling intorcst in foreign firis to Iraqi nationals and
lcaling t2 a2 high xroporticn having to closc down, political
tunsions and uncoertainty over the rovolutionary government's truo
intcntions towards busincss arc now discouraging both Iragi and
forcign H>rivatc invostment. ’ .

34. Rising govermmcent cxponditurcs for dcvclopment, wclfare
and military purposos, growing cil rcvonucs, a substantial incroasu
in the noto issuc and banking crodit, rocently further concouraged
by Central Bank action to casc and choapen ercdit to thc commercial
banks, have all rosultcd in a vcry considorablc monctary cxpansion.
Tho mongy supply more than doubled from 1953 to 195 and has since
only becn held back &8 a rosult of vory largo dcficits, both in
1960 and 1961, in thc balanco of foroign paymcnts, Inflationary
roporcussions on the ldévcl or wholosalo pricea snd the coat of
living havé so far beon small, owing to thc vory high volumc »f
foroign trade in rclation to the groes naticnal product, and the
scnsitivity of local markots to the govermment's trading policy.
Substantial roservos of convortiblc faoroign asscts supnorted by

largop oxtornal injoctions of sterling oil rovcnuos,
offor thce govermmont considorable scope for control over internal
inflation by massive imports of consumer goods, raw matorials and
capital oquipmont pcrmanontly uncomponsatcd by cxports of local
egricultural and industrial products.

35. Iraqi wholcsale pricos indices resc moderately from
1954 to 1957, then aroppod sharply in 1958, In 1959, as a rcsult
of import rostrictions ané dwindling stocks, wiolcsalc pricces
climbed up to 1957 lovols end havo since rison only modcratoly
owing to tho substantial increase in impopts in 1960 and 1961.
The cost of living rose scmowhat fastor thon wholcesalc nriccs from
1954 to 1957, dropped in 1958 and 1959, then rosc again end hes
sinec followcd wholosaloe priccs. Ooffricial Iraqi pricc indiccs
arc unwcightcd and includo soveral mejor items subjoct to govern-
ment prico contrel; thoy do not adequatcly rcfloct inflatlonary
prcssurcs an® fluctuetions in the cost of living.
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Public I'inance ancé Plennccd Dcvelonment

36. Thc selicnt foaturc of Iraqi public financo over the
last toen ycars is steeply rising o1l rovenuc, which has supiorted
a fourfold growth in ycarly ordinary bucgct cxpcnditurc to over
116 million Ainars in 1960/61 and the cvin sharper growth of
public investment in tho devolopment budgot from only a fow million
dinars initielly to a peak of 57.4 million cinars in 1957/58.
Total public intornal indebtodncas held principally by the Central
Bank, was i1 Decombcer 1960 loss than a quartcr of ordinary budgct
rovcnuc, and total cxtcrnal indodtedness thoen consisted of minor
drawings on the USSR dovelopment eredits and a rcmainder of
23,4 million duo in 1962 on e £10.8 million intcrest-frec advanco
by tho oil companics in 1957.

37. Ordinary bulgets have almest inveriably ehoﬁzl deficits
over thc lest ten yoars, However, up to 1958/59, with the
oxception of thc 1957/58 finencial ycer (Sucz crisis), thcac
ccficits hod beoun more than offsot by surpluascs in developnent
budgects and in the budgots of autonomous govermment agencics such
as thc Tobaceco Monopoly, the State Railways, the Port of Basra
end Fan Dredging. Prior of May 1959, only 30% of governmcnt oil
rcocvenuc wns croditced to the crdinary dbudgct, the remcining 706
was rcgularly allocated to the devclopment budzet; thesc rcovcnucs
have sincc bcen divided oqually betwocn both budgcts. However,
ncw governmont policics on dofonce and social welfarc since the
July 1958 rcovoluticn have lod to sharply rising cxpcnditurcs and
furthor ordinary budgct deficits for tho yoars 1959/60 and 1960/61,
financod by drawings on proviously accumulatcd govcernment cash
belancces. Aftcer roaching 57.4 million diners in 1957/53, cxpen-
Aiturc cn dcvelopmont ap:uars to have boen rcduced (though precise
data arc nct aveilablc) and has romained fer belcw lcevels pro-
jeetcd by dovelopment plans.

38, In the 1959/60 and 1960Q/61 ordinary budgcts, rcccipts
from oil accounted for very closc to half of all rcvonuus.
Indircet taxation through customs and cxeisc provicced the sceond
largost scurco of rcvonuc, principally import dutics on sugar,
toxtiles and tca, and taxcos on petrol, tobacco, alechol and salt.
Agriculturo is lightly toxod, mainly on producc brcught to markct.
Dircet taxation is subjcct to scveral cxcmptions end rcmains of
rclatively minor imnortancc. It inclucdes a prcgressive pursonal
inc~mc tax, cxecess profits taxes on busincss and 2 progxrty tax
on dwecllings, comacrcial buildings and non-agricultural land, and
has boen raiscd reecontly by new taxes on inheritancc, rental incomc
and pcrecnal incomc, Othor mincr sources of rcvenuc arc stamp
dutios and misccllancous receipts of l'inistrics and precfits cf
governmcnt agencios, such as the Central Bank, thc Tobacco Koncpely
and the Post and Tclogranh Sorviccs. The recccnt sharp risc in
crdinary oxwonditurcs has been principally duc tc national defence,

NATO CONFIDENTILAL -16-
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ponsion paymonts, investmont in cducation, hcalth and social
wclfaro and tho growth of administrative cxasenditurcs, though
snlarios cf govornmcnt cmployocos arc low and provineial ond
municipal cdministrations erc inadequatoly »rovidod with funls.

39. Public invostmont cxpondituro under the Dcvolcmment
Boerd from 1951/52 to Dccambor 1959 roachud 2 totel of 272 million
dinars, anl dospktc difficultics, rcsults have becn subatantinl:
thrco largo dams, 2,000 kilomotros of roal, two bridges on tho
Tigric in Bagdad, 110 primary schools, 12 socondary schools,

15 hospitals, 49 dispcnsaries, a now Parliamont building and Royal
Polaco, a univorsity city, a musoum, SPugiemPrPoR, housing
for civil scrvants, two refincrics, two cemcnt works, o toxtilc
mill, a dairy and {hroo clectric powor stations,

4O0. 8inco thc supprcasicn of the Devclopment Board in 1959,
rcsponsibility for olanning, co-ordinating and suporvising the
cxccution of all public invostmont projects hcos been put under an.
Economic Planning Board. A rrovisional Economic Tlan for the
ycars 1959/60 to 1962/63, ostimeted at 392.2 million linars, wes
first catablishod. This was supercadcd in Octobor 1961 by an
oven more ambitious occnomic plen for the ycars 1961/62 to 1965/66,
with a total estimated exponditure of 556 millicn dinars, taking
into account Russian and Czoch financial and tcchnical csaistance.
Of this total, 113 million “inars are alloccted tc agricuiturs,
166 million to industry, 136 million to trensport cnd comnunica-
tions and 140 million to construction and housing. The purposc
of this Plan is to raisc thc rate of growth in rcel incomc tc 9%
por annumn with o viaw to doubling real per cnpite income within
tcn yoars,

4l. Total govornmont oxpendituresin thc ordimary cnd devclop-
mont budgets combinod now stend at e vory high retio in relnticn
to nntiosnal incomo. Outlnys on ‘health, cducction and welfnre,
public ndministration nand defonce aro likcly to oxpand further
cnd oxponditure on dcvelopmont mey continuc to remnin below
projeceted lovels in the Zconomic Plan.

Foreoigm Trode

42. Ireql forcign tredo is typleal of thet of under lcveloped
countries: exports consist of primary produce anc imports
orincipally of manufacturod goods. The level of trocde hes moro
than doubled ovor the leaat ton years following rising oxports of
0il which now orc close tc rceounting for rlmost 211 Irngl forcign
c¢xchange recoipts. Yoar to yoar fluctuantions in imports hnvo
bcen roletively largo, owing to variations in government policy,
ené oxports, other than oil, havc been tending to fall off r8 a
rcsult of rising homac consumption by a rapidly growing populcticn
end thoe failuro of ngricultural output to oxpand,
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L3. Thc total volue of ¢
in 1960, Of this total, oil gg;:::ggggdagss.stm%nmn ik
million Ainars; howover, nct forei ~coun ot ppo22:6
SheH sootor apa’ s 'oz'oximrii: e gn exchange rcccipts from the
rcoetriations ofp‘invoatmeotyi tmo hne figuro, owing t- yery Lnrge
= fnf-dign cxchrngc by tho or;l cgﬁgengig!:d ot’l;ic;r gxiffﬁr P ents I
= cxports go tc estorn Europe, principelly to Ital OfF‘xI':ﬁgé Ou'\
= Unitod .. ingdom, tho Feodcral Republic of Germany 'zr’m Nethcr'-lthb
Qurrﬁ'i Belgium, All romaining oxports in 1960, o{:hcr thnn ¢ 11?113(8;1"\.5
gotat'orlxlogél%égi‘ drixrﬁ.rs and consistod principally of Aatecs, raw
- n »_hidcs, skins and camont. The oxport of barlcy.
thich hu(.‘formerly bocn sccond only to datus in valuc, was then
Hprohibituu owing to poor grain crops, and considerablé imports of
Hgggxt?;rlgug:d wngcut w:r;lncceggary; c¢cxnorts of liveostock,
7 ’ and vogeteblcs and other foods n o
= prohibited. Until rcecently, the United Kincggrﬁr:agoigotg;?rxgﬁgl
> t:orkot for non-oil cxports, taking 28.7% of this total in 1957.‘“
L:ﬂ{gééowod gy K_uwuit, Japen, Incia, Saudi Arabia ond Belgium, By
"‘bclm' :;lxc oxgorts to the United Kingdom had declincd very scverely,
EChiﬂv osc of the Le‘bmwlon and Kuwait, whilc cxports to Communist
- na, Indie, the United States, the USSR and Syria had riscn in
mnrelative importancc. Theso figures then pertly rcoflceted the
<« dirocticn of datc exports cncouraged by numcrous bilatornl trace
- ngrceemonts nogotinted for this purpose; somc of thesc agreoments
O includc bilateral peyments and gwing credits such as thosc con-
gcludod with thc USSR and Communist China,

BLIQUE

P

E L4. Total imports incroanscd rapicly to 122.4 million dinars in
m1957, then dcelinocd owing to government restrictions to protcct
Dexchango rosorvos, but roesc again to reach 145.6 million Jiners
7in 1961, Iron end stecl, boilers and machinery, vohicles and ports
and clcectric machinery now constitute the main group of imports
—and rofloct presont industrial expansion; thoy stood at 44.9 million
%:gx;:rs, é.o., 3;...%;: of totaldimpori;l,)oin 31939. L 3ugar, tea and
goods popularly cocnsumcd are rtc rscly, though textiles
Eospccially cotton picec goods, have fallcn owing ;.o government ’
e Fosomaly bocn. growing. . Tho Unsted Kingion aceruntod
~ 'L, hn wing. ¢ Unitod {ingdom accruntcc
—for 30.9% and the United States for 10.2% of total Irnql imports
%fcr 1959, followod by the Federal Rcpublic of Gurmeny, Belgium,
n_‘J coan and Coylon, The Czechs and Russians togethcr provided an
“insignificent 2.7% of total imports in 1959, but have since improvoed
choir position owing largely to supplice of cquipment cgainat ticc
bilatoral crc:its for industrial dcvelopment. Trode with Isrecl
=18 prohibited, and France has bccn boycotted sincc the Sucz crisis.

SIFIE

7N LS. /n claboratc non-discriminatory rcstrictive system,
<Bu?‘)°rtud by oxchange control, implcments thc Government's forcign
trade policy by selective prohibition and licensing of both imports

o
Q'z'md oxpozta. A distinection is mnde between goods subject to
g limited" aond "unlimited" imoort licensing, surplemcnted by on
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allocation of quotas to individual importers, and all earnings of
foreign exchange heve to bc surrendered. Customs dutios are
primarily for revenue purposcs, import prohibition being the usual
protcctive device, whilc goods subject t» limitcd licensing cre
less esscntial imports dependent on nvailablc forcign exchonge
rescrves, Unlimited liconsing, which no4 accounts for 85% to

90% of all imports, is for goods of populer consumption, raw
meterianls, equipment, machinory and all othcr ncccesarius.

Export prohibition scrvcs tho same purposc of muintaining ossontial
local stocks and roestraining prices,

Livi Condition

46. Poverty end underemployment, insanitary housing, mnl-
nutrition, disease, and ignorance, have accompenied the survival
of largely mediaeval living conditions, especizlly in rural areuas
where life is sometimes barely et subsistence level.

~ 47. In the central and south irrigated zones, villages are
nerely a cluster of mud huts, usunlly with only one room for the
fellah and his family, and a amall enclosed yard for his draught
animals. Stone 18 availablc and generally used in the north,
while in the southern palm belt and marshes, pelm leaves or receds
are the usual dbuilding meterial, There arc no proper windows or
furnitwroe other than a mat, table or bench, and a few cooking
utcnsils, and no sanitary facilities or piped watcr. This hns
to be carried from the nearest canal and ig often polluted. '
Stagnant pools where soil has boen usod for building only too
often 1lie closc to villages. Trees crc rare and thce cbsence of
Tire-wood has led to the usc of dung and straw cakes for domostic
fuel. Food usually conaists of barley, whoat ond rice grown by
the fellah and his family, though whoat 18 usunlly sold for con-
eunption in towns. This, and pcrhaps the addition of some minor
cash roturn from summcr crops, allows him to buy sugar and ten,
chcap tobacco and cloth. He rarely consumes meat, »oultry or
oggs and little milk is providcd by his draught animnls; hc docs
not grow or buy vegetables or fruit other than onions and datcs.
Clothing 1s of choap eotton and only the mors prospcrous can
elfford somc form of foot-woar,

LB, Easier living conditions in towne and largcr municipal
centres have led to considerable migration from rural arces.

and-eirdeove, Buildings arc usually of dbrick though the use¢ of
concerctc 1s now growinge. In the few larger towns, a sharp contrast
is to bo scen botween tho older decrepit arcas with cxtonsive

slums, somctimes of mud and mat huts ocecupied hy the new migrant
pocasants, and the woealthicr modern districts with conercte

Y141 24ngs, villas and paved dual carriagcways, lincd with treces.
Smaller municipalitics are often morely overgrown villages with a
majority of mud huts. In centros with morc than a fow thousand
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inhabitants, pipcd water and clectricity arc usually cvailablce
undor municipal managomcnt, though the watcr is not slways puri-
ficd and clcetricity vory oxpensive, No town, not cven Baghdad,
has nn adcquato scwago systom, Costly plcens have now becen
drawn up for scwage in Beoghdad, for cxtconsions to centrally
produccd and distributed clcetricity, for the supply of frosh
wator to minor urban ccntros and villagos and for proper town
planning, slum cloarance and housing. An ambitious schcmo has
rccoently been announced for the reoconstruction of villages
followir.z tho formetion of a "Coumittoec for Developing and
Establishing Villages". Each is to havc a school, a disponsery,
o police station, vetcrinary scrvice end an agricultural cxtcn-
sion contro.

I:'S. Insanitary living conditions, malnutrition and the
abscnce of frosh drinking water in most rural arocas havc lud to
cndcmic disvascs such as typhoid, dyscentery, malaria, nnacmice,
trachoma and high mertality, particularly infantilc mortality,
bolicved to be as much as 400 per 1,000 births ian villages.

Som: success has alrcady boen achicved in the cure and prevention
of discasc, capccially in checking cpidcmics; scvoral hospitels,
sanitoris and dispcnserics have been built and steffed and very
considorable furthcr cxpcnditure is planncd by the Ministry of
Hoalth to deveclop modical sorvieces, rcscarch ané ncw conatruction.
The main difficulty is thc shortagc of qualificd mcdical personncl,
ospucially doctora, who only too oftecn profer to ramnin in Baghdad.

50. Trade union activity, though lcgel sinco 1956, has so
far 1cd to only very modest results; govcrnmonts have occasionnlly
dissolved unions on grounds of subvcrsivc activity. In 1957
thore woro four official rogistcrod unions, with only 821 members.
In Duccmber 1957, the cstablishment of unions in busincsscs cm-
ploying over 100 workmen was mede compulsory by law, Tn November
1958, the ncw revolutionnry government dissolved ©ll cxisting
unions but scveral now unions have sinec bocn establishced ond in
Novcmber 1959 a Gencral Confedcration of Labour was sct up and
officinlly recogniscd by thc Govornmeont,

51. 8incc 1936, sovcral laws havc regulatcd conditions cf
cmployment for men, women and childron, & maximum has been sct
on the lengih of the working day and thc number of hours werked
per week; yoarly holidays, including officizl holidays, have
bocn determinod by law, s minimum lcgnl wage of a quartcr dinar
per day was catabliashod in 1958, Sincec 193500mp10yurs in incdustry
erc campclled to pay compcnsation for injury or 1llness incurrcd
in conncetion with work and assistance is givon for maternity.
The 8tatc contributcs to social sccurity funds and effcrds somc
support to 514 agce and thc unemployed, and working conditions are
insaceted by the Ministrics of Social Affairs and Health.
Howover, tho numbor of uncmployed is not fully rcgisterced. In
1957 only three labour cxchangas wore functicning - in Baghded,
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liossul and Basra - and it is not casy to ascortain »rcciscly how
rfar lcgisletion on conditions of omployment and wolfaro is implo-
mcntcd in practicc.

52. Thc dovclopmont of ocducation hes only been recont and
two-thirds of tho maloc population and e vory much highor propor-
tion of womon continuc to bo illitoratec. Primery cfucntion has
sinco 1961 bcon medo compulsory and progress is now cxpeccted to
bc rapid owing to tho largce number of the very young in the total
population, JLttondanco for all teaching institutions was closc
to e million during thce 1960/61 school yoar cnd thc university of
Baghdnd thon accountcd for 12,606 studonts, of whom ncarly a
quartor worc women, whilo 6,415 Irngis worc studying abroad that
yoar, Tochnical vducation and grorouioml training has bcon
rclativeoly noglceted and in 1953 thore werc only four technical
schools in Beghdad, Basra and Kirkuk, in addition t~ training
cfrorded by tho o0il com»onics. The Government is now Acvoting o
vcery high proportion of total buigetory uxionditurce to bottor
constructcd, staffcd an’ oquippod primary, socondary and tcchnienl
schools, tho training of tocachors, adult cducation, #nd thc
oxtonsion of facilitics in the university of Boghdand.

53« Although womon oroe oxpcctod to live secludod nccording
to Islamie custom, the nced to adapt to modern town lifc in Baghdad,
is now leading to thoir omencipvation among tho uppcr clasacs.,
V'omon work in industry and handierafts, c¢spceirlly in textiles
end clothing, in tcaching and nursing. 8incc 1958 they havc
cnjoycd oqunl politieal rights with mon and may votc or join
political portics, and lcgislation has rcecntly boon passod to
protcet merricd womon by rostricting polygamy and ropudiantion.
In 1959 for tho first timc a woman Ministor was choson to tako
chargo of Municipal affairs; highor positions in the Aiplomntic
and civil scrvicos have also becen hold by wamen.
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STATISTICAL APPENDIX TO ANNTX I

Table I Land Use

Table II Index numbers of total agricultural production

Table III Area and Production of Major crops

Table IV Comparative Yields

Table V Livestock

Table VI Composition of the National Income Estimates for 1956

Table VII Industrial production

Table VIII Estimated world crude oil production

Table IX Cumulative private and government capital inveatment
in industry 1958/59

Table X Energy comsumption

Table XI Electric energy consumption

Table XII Steel consumption

Table XIII Railway Traffic

Table XIV Motor vehicles in use

Table XV International sea-borne shipping

Table XVI Civil aviation; total scheduled services

Table XVII Telephones; number in use

Table XVIII Price Indices

Table XIX Money supply

Table : Banking statistics

Table XXI Direct payments by petroleum companies to the
Iragqi government

Table XXII Budgetary revenue and expenditure

Table XXIII Investment by the Public Sector

Table XXIV Planned Public Development Expenditures and
Sources of Finance, 1961/62-196%/66

Table XXV Gold and Foreign Exchange held by the Central Bank

Table XXVI 0il Exports and Exchange Receipts

Table XXVII Balance of Payments Summary

Table XXVIII Composition of Imports

Table XXIX Composition of Lxports

Table XXX Direction of crude petroleum exports

Table XXXI Destination of LCxports

Table XXXII Sources of imports

Table XXXIII International Ticonomic and 'tilitary aid to Iraeg

Table XXXIV Medical Personnel

Tablc XXXV Tducational Institutions
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TABLE I
Land Use

NATO CONFIDEI'T IAI

AN I to
AC§127-WP7105

t

(thousands of hcctares)

Agricultural area
Arable land and land under permanent crops

Pcrmanent meadows and pastures
Forest~d, land

Other_area

Unused but potentially productive
Built-on area, wasteland and other

'Total area

5,457(1)
875(112)
1,770

12,100
2h,242

Wy, Lty

]

Source: FAO Production Yearbook 1961,

(1) 1952/53 agricultural and livestock ccnsus
(2) Includes 644,000 hectares of uncultivablc land grazed in

spring scason.

TABLE II

"Tndex numbers of total agg;pﬁltural production"

100)

1952/3 195374 195475 1955/6 1956/7
85 105 119 88 103

1959/60 1960/1
98 100

(1952/53 - 1956/57 =
1957/8  1958/9
124 105

Source: FPFAO Production Yearbook 1961
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TABLE III
Area and Production of Major Crops
| ithousands of mctric tens)
thousands of l.cctares)
| 1948/1949~ | 1958/1959 | 1959/1960 | 1960/1961 |
1952/1953
Prod. Ares|prod. Area |prod. Area | rod. Ares
Wheat Lus8 936 | 757 1533 | 657 1490 | 592 1271
Barley 722 934 | 954 1157 | 733 1091 | 804 1033 ¢
Rice 203 174 | 137 89| 92 61 | 118 76
Maize 14 20 5 6 2 L 3 5
Millet 13 10 L 6 b 5 3 5
Sorghum coe one 9 8 8 8 7 7
Onions (green
and dry) | ... coes |oae eee |ees eee | 63 12
Dry beans 11 201 10 11 6 Tleeo ces
Chick pecas 2' 3 1 5 3 6 2 L
I.entils 6 10 3 13 S 13 6 10
Crapes .os eee | U5 cse laoe eae fooe oo
Dates 313 eee |32u* ee. |367F ees |337° ces
Cotton (1lint) ut 29*| 7 56 | o 37 1 8 31
|Cottonseed 8* 29*| 14 56 9 37 | 16 31
hinsecal 1° 3| 4 9| u '8 5 8
!Sesame sced 9.4 26 14.3 22 6.6 10 ‘ 5.7 10
Fobacco 3.3 L 5.2 8*. s.4t 10 ! 5.5 13
Sourcc:  FAO Production Yearbook 1961

+ Unofficial figure

Threc ycar avcrage
Four year avcrage
ess Data not available

1 Flax grown for seed only
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TABLE IV
Comparative Yields
100 kg/nectare
| YWheat ‘i, Barley 1 Rice
1 - - - - )
IR/ Aghlod 1A/ Lo/ T 1
t 1 ' '
Irag 4.8 . .63 | 7.7 7.56 | 11.7 } 15.30
Iran 9.0 ' 8.65" | 10.1 8.65" | 19.3 | 19.23
Jordan 7.0 ! 5,257 | 8.l 3.56 S
Syria 7.7 : 3.93 | 8.7 2.70 35.81 b eee :
Israel 6.9 i 9,76 { 8.6 8.26 g .o 3 cee
Turkey 0.0 | 10.96 | 11.5 | 12.76 | 35.2° s 36.905;
U/R | 18.4 23.80 i 19.2 | 24.13 | 37.9 , 49.96
“orld Reg;ongl'rotgls: | | | { |
- 5 ‘
Europe 14.7 ' 18,26 16,9 22,66 2.6 [ Ll b3 ’
orth America | 11.6 15.66 14.5 | 15.70 | 25.6 | 37.40 |
atin /merica | 10.6 | 11.00 | 10.6 | 10.70 |16.9 ! 17.53 |
car Tast 9.1 | 9.70 9.3 9.23 | 23.6 | 28.20 l
Far East 7.9 ‘ 8.13 10.5 11.20 | 14.0 16.73
4frica 6.0 | 5.93 1 6.7 | 6.06 ' 9.7 |11.10 !
Occania 1 11.3  13.00 121 | 12.30 | 31.7% | 40.567]
' { ; ' ‘ J
Source: FPAO Production Yearbook 1961

Two ycar average - -

1 On
2 On
3 On
L On
5 On

an
an
an
an
an

area
arca
aresa
aroea
areca

Data not available

of
of
of
of
of

only
only
only
only
only

four thousand hcectares
thirty-one thousand hectares
forty-eight thousand hecctarcs
thirty thousand hectares
thirty-three thousand hoctares

-27-
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T/.BLE V

Livestock
thousands)

; 11957/58  1958/59  195u/60 |
' Horses (1) ‘ 220 |, 195 23l

Mules (1) 80 ; 101 10C
| Lsses (1) Loo : 526 . L92
f Cattlc 1,500 .o 1,535
i Shcep ' eee i 9,221 9,221
. : |

 Goats (1) l2,500 | 1,733 e
! Buffalocs (1) {oees ' v 281
! camels (2) [ eee | cee 193
!Chickcns L s ! 3,236 cee

eee Data not available.

(1) Animals rcgistered for taxation.

(2) Excluding those owned by nomadic tribes.
Source: F.O Production Yearbook 1961.

TABLE VI

Composition of the National Incame Istimates for 1956

zValue added ? Millions of

by Secctor i Dinars % Percentage of Total
Agriculture ; 70.0 1 2L

! Industry 33.7 1247

{ Pctroleum | 78.2 . o7¢t i
Construction f 18.9 ! 1%
Trade | 31.0 * 11¢ '
Transport ' 11.5 ' Lise ;
Services ; 49.1 17% i
TOTAL ‘ 292.4 100" !

Source: UN "Economic Dcvelopments in the Middle DRast

1956-57".
N..TQ_CONFIDENTI/L -28-
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TABLE VII AMNEX I to
Industrial Production

A i ,
Products . 1948 i 1957 . 1958 1959 ' 1960 |
"Crude Petroleua (metric tons) (1) 13,427 | 21,980 35,610 u.?sé"""ﬁ,iés"f
| i ; ' :
Petroleum Products: (metric tons) ; i l .
Motor spirit | 65 i 216 | 249 256 \ 286
Kerosens | 70 ! 223 ’ 7 244 37
Distillate fuel oils 18 | 17z ' 160 ! 353 : 420
Residual fuel oil 229 97 30 | 833 ! 1,044 :
18/ | 19528 | weA | 193/ 164 |
Cement (tons) 11(2) 604 669 z 661 La7* g
Beer (hectolitres) 32,6 32,5 | 43.8 cee :.3
; Salt (tons) 13.3 2.4 26 ‘ 3.8 | ces 4
Leather tanning: ' ; l
Upper leather flquare feet) 3,223.0 | 2,481,1 | :
Sole leather (tons) - : L16.4 ‘
Soap (tons) €.0 | 8.3 | : |
Vcgetablo oil  (tons) 9.3 13.1 ;
Woollen textiles: ‘ : : |
Cloth gaqunre motres) a ! 5640 €20.0 | , |
Blankets number) § ; 228,0 | 241.7 ) |

- - —_— an e - PRI

Sourcezs TN "Statistical Yearbook 1961 and UN 3Jconomic Developments in the Middle East 1958-59"
» Provisional estimated figure.

ses Data not availablo

(1) Specific gravity 0.84 (2) w9/50

Note: Whole years refer to the calender years split ycars to the period from lst April to 31st March

NATC CONFIDENTTAL
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TABLE VII (Co.rd.)

Industrial Production

AN 1t
ACZL T-WEN105

AC

(in thousands of units 1ndicated)

—-— —— - — - ¢ B W e me —

it I R e o o

Products 1348/9 1951/8 | 1956/s , 1959/60 | 1960/1 !

Cotton textiles (yards ! ' '21,225.9 | 30,245 4 i
Matches gross) | €52.9 713.1
Cigarettes millions) 3.2 3,7
Shoel pl.irl) 1.971.2 : : see . '
Gases (oubdo feet): ! .

Oxygen 7,213.2 ! 8,014,7

Acetylone 1,,18,5 | 1,576,1

Carbon dioxide 0.8 0.8.

Nitrogen 35.0 | 38.0. H J
Source: UN "Statistical Yoarbook 1961" and WN "leono-ic Dmlopnnta in the Middle East 1958-59"
»  Provisional ostimated figure,
«++ Data not svailsble,
(1) Speoific gravity 0.84 (2) 1349/50.
Note: Whole years refer to the calendar yoar; asplit years to the period from lst April to 3lst March,

NATO CONFIDENTTAL
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cott N 1 to
e 4
3 TZBL: VILL
E Estineted Vorld Crude 01l _roduction
- - - (Thousand-metric tons). % 1961:
Q-i —rim s mr e e e e e e e S e Change % of
§ 1959 1960 1961  1960-61 Total
E MIDLLE RiST
8 Kuwait -« - - 69,533 81,863 83,000 -+ 1l.4 7.UL
— Soudi Lrabia 54,162 62,065 = 63,500 +12.3 6.0
5 Iran | 45,630 52,050 58,800 +13.0 5.3
. Irag ' 41,730 47,500 49,000 1 3.2 _L.4
2 Kuwait Neutral Zone 6,051 7,284 8,700 +19.3 0,8
EI Qatar 7,993 8,212 8,300 + 1.1 0.7
= Egypt . 3,076 3,272 3,700 +13,1 0,3
E Bahrain 2,253 2,257 2,260 + 0.1 0.2
7 Turkey 372 362 400
3 Israel 128 129 130
O Total Middle East 230,928 264,994 282,790 + 6.7 25.3
= NORTH AMERICA 371,948 372,948 384,200 + 3.0 34.2
§ CARIBBEAN .REA 160,120 161,873 165,115 + 2.0 14.8
= OTHER LATIN AMERICA 27,139 31,393 36,940 +17.6 3.
S L/FRICA (excluding Egypt) 2,749 10,424 19,720 +89.2 1.9
3 %, EUROFE = 13,328 14,920 16,465 +10.3 1.5
| T
S FAR EAST ) 25,584 27,269 26,925 .- 1.3 2.4
= FREE '7ORLD ‘ 831,796 883,821 C32,155 + 5.5 83.3
% EASTERN EUROFE AND CHIN. 146,643 167.249 186,750 +11.6 16.7
A
Q‘ WORLD TOTAL eou.. 978,439 1,051,070 1,118,905 + 6.5 100.0
=
=
7
Tﬂ Source : Petroleum Press Service - Vol XXIX No.l - January 1962 -
—
@)
=
=
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Cunulative Private g
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Investmen
- — - e
| Thousands :
‘ of Iraqi
i ~2inars
Private Investment:
Cament 6,900,0
| Cotton spinning and weaving 1,432,9
| Leather Tanning 615.1
Vegetable oil and soap 1,738.4
aluminium products 301,.0
Asbeatos 300.,0
Jute o 611.3
Wool spinning end weaving 1,125.2
Knitted goods 232,0
Cigarettes 147.0
Government Inveatment:
Petroleum refining 22,367.0
Cotton sninning and weaving 3,250.0 i
Wool spinning and weaving 1,050.0 %
Cement 5,600,0 .
Sugar 2,250.0 f
Sour¢e: UN "Economic Developments in the Midcle Rast 1958-59".
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anexr Cons tion

(Quantities in million metric tons of coel equivalent and in
kilograms por ce.pita)

Total ' | - Per Capita
l%-?%o%%sl.gl‘s‘% B 8% 48 4%

Source: UN Statistical Yearbook 1961

TLBLE XI

Electric Bnergy Consumption (1) (2>
(in million KWH)

198 3 Mm ME A o MR b 3

Sourge: UN Statistical Yearbook 1961

(1) Produced by enterprises generating primerily for public use.
(2) Entirely thermal

x  Provisional or estimated figure.

| ) ’ _ Steel Consumption ‘
4.pparent conaunption Gmﬂﬂﬂﬁd in tcrms of crudc stocl,
i Total o N Per Capita
!'___ (thousand metric tons) _ (kilograms) __,
/ivorage J . J‘.verage T
953-511956-8 {1958 | 1959 (1960 | 1953-5'1956-3 '1958 . 1959'10«504
183 1229{265‘;21;0] 29 T 30 ’Lss 738, 33 )

Source: UN Statistical Yearbook 1961.
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TABLE X111

oo v -

Rajlway Traffic (1)

(in millions)

- - -

[]
4

1948 1957 1958 'L 1959

Passenger kilometres ! L73 658 574 656
i

et ton kilometres (2) ' 506 909 818 768

Source: UN Statistical Yearbook 1961.

”
«

21 12 months beginning 1st April of year stated.
iixeluding livestock.

IABLD XIV
Hotor Vehicles in use
(in thousands)
-
1948(1) | 1957 | 1958 [1959 | 49604
Passenger cars 8.7 25.9 30.1 31 .9 39,2
Commercial vehicles 6.1 144 15.8 17.2 20.0
i

Source: UN Statistical Yearbook 1961 .

(1) Buses included with passenger cars.
* Provisional or estimated figure.

NATO CONFIDENTIAL
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T 77 7 T'gavil aviation: _ total scheduled services

TABLE XV
International sea-borne shipping (4

- - e e e . - resa— -

)

. (Ygseels in thousand net

) Tregistered tons
._(Goods in thousand metric tons

- ey
T T T T T T T T yous 1 1087 1958 | 1959
Vess‘e_la eﬁ_t.ere@ 845 j1‘,6h0 2,039 3,714
" clesrad... .. .. ... .....A.uss. ) _ 962 ]|4,080 | 883
Goods loaded 196 ' 356 473 | 266

" unloaded 501 668 | 651 [1,133 |

Bource: UN Statistical Yearbook 1961.
(1) ixeluding tankers and petroleunm.

ce

(in thousands)

1948} - 1957 1958 1959 1960%

Kilometres flon 11,479 2,382° | 2,u88| 2,420 | 2,3%
| Passenger - kilometres 9,457|52,207 |Lu8,084 | 1,901 |52,005
Cargo ton -~ kilometres 233 589 50l 855 986
lail ton - kilometres 17 & 66 128 160

Source: UN Statistical Yearbook 1961.

¢ Provisional or estimated figure

Telephones: number in use
(units)
1949 1957 1960 1961
13,740 | 1,725 L6,471 | 54,250
Source: UN Statistical Yearbook 1961.

31st March of year indicated

=35-
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TABLE XVIII
Pricec Indices
(1958 - 100)
? ' ! ‘ , ‘April
1953 {1954 ;1955 11956 11957 {1958 11959 ;1960 i1961 1962
T . { T T
Wholesale prices ; 01 99 ; 101' 108 | 111 | 100 | 110 ’ 114 | 113 | 113
Cost of living ’ 91! 90 92! 98 ' 103 | 100 | 99 | 102 | 104 ' 104
X : : ! i |

Source: IMF

TABLE XIX

Monoy Supply

"International Financing Statistics® (Scptember, 1962)

(in millions of Iraqi dinars)

11951 L1952 1953 | 19&};955 | 1956 }!1957 1958 | 1959| 1960
‘ » -
Total money supply ! L5.4 W34 51.6761.9 I66.1 ]76.3 t82.1 98.5 | 114.1]| 107.6
Deposits 113.3| 134 [17.3 ] 207 |22.9 !27.8 314 gsu 37,7 .2
Source: UN Statiatical Yearbook 1961,
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TABLE XX

HATO COMFIDEITTAL
ANNEX I to

3705

Banking Statistics

(in millions o: __ireci dincrs)

1958

199

Central Bank
Foreign assets
Claims un government
~88ets = liabilities
Monetary liabilities
To. Commercial banks
Privatu Sector
Government and Official Entities
In: Currency
Deposits
Capital accounts

Comnercial - Banks
Cash:

Currency )

ot Central Bank
Foreign assets:
Claims on Government
Claius on private sector
«88ets = liabilities
Current deposits
Quasi-acnetary liabilities
Government deposits '
Foreign lidbilities
Capital accounts
Post Office : 3avings daponitn
3arrafs : Current accounts

e

- ————— [

Source: IMPF Intcrnationnl Financial Statistics (.ugust 1C.

ees Date not available

. -TuBLE XXI

28.5

17.9
65,2
33.4
68.0
“8'6

6.2

17.8

ba
13.6
24,4

103.01105.7

2l.1

138.1{145,2
116.6(125,2

15.0
81.%
2349
82,2
43,0

7.7

1"!.7
5e0
0.9

25.9
9«3

98.4

30.9

2L, 9

20 o

!

lr{p

00,5

2'1'05

15C.,011%0.8
105.5!

lue0
7060
1749
7(\.5

9.2

130\’
\Jol

-
Ce s

b bl

R P
10.4
5lel
990
29.0

25.8|

lJ.?
OQU

1le0
[al

Jeu,

-~
“e

Direct Payments by petroleum companies to_the Iragi Governient
Llilliona of dollcis)

1950 [1951 [1952 | 1953 | 1954 |1955

(1) 2)

19 43 | 116 162(

L !

192 [ 207

198 | 137 ! 224

1956 | 1957 ‘1958

© s A EE——— A R <

13

243'

1959 1950 | 1961

R s |

207

1061

7963 |
364

19.0
78.9

10.7

12.2
2.7
3.5

12,3
U-?

)/08

93.1

2%.1

1.9

13.6
1.0

is.1
3.8
1.8

— - G

—
26%

-» .-

Jource: UN “Economic Developments in the Middle East 1959/01",

(1) Including #21 million in settlement of previous clains.

(2) Including £19.6 million in settlement of previous clcing,
actual poyment made in 1957 and 1958.
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oNNX 1 to

aC 10
T.BL: XX11

Budsetgsx Revenue and Exgggditure

(1,

— e =
actual Deviciod ;o uatimate
.ﬁ:;t.iu;;tq
1956/5?7|1957/58 | 1958/59 1959,50 + 1960/61
e e - PO T T T U usysly Ypp N — |
Expenditure
Defence and Police 28.6 | 30.1 31.3 Lla3 4545
Economic schemes and adainis-
tration 1“00 12." 1?.1 11591 t 15.2
Ministry of Interior 3.5 1.4 1.3 les 1 1ab
Ministry of Finance 3.2 6.3 3.5 e | 8.0
Ministry of Education L.l h.6 5.9 loes i 1040
Health and Social Jelfare 5.9 6.3 6.2 7.9 ‘ 3.8
Ministry of Commerce¢ and Jorks 2.8 3.5 3.3 4.2 | &4,2
Minigtry of .griculture 2.1 2.0 2e5 2.7 3.4
Other 6.0 7.2 8.1 9.2 10.0(2)
20.3 | 73.8 |79.2 |co.c Rzous
Revenue '
0il ruvenue 20.7 1“.6‘“* 26.1(5) &C.O(" '51.0
Custons and excise tax 25.5 29.1 27.7 2C.2 i 50.0
Income tax 2.5 2.7 3.8 3.0 1 b.6
Proporty tax and stamp duties 1.7 2.0 2.0 2eu 2.8
agricultural tax 2.6 2.8 2.4 25 i 3.0
Government agencies incone 5.8 6.2 5.0 5e3 ! 5.7
Post and telegraph 2.2 2.6 2.7 2.0 3.0
Other 1.7 1.8 1.9 20 Lz.o
62.7 | 61.8 |75.6 |oo.0'’ hoz.1
Surplus or deficit (-) 7.6 1.12.0 =346 =CeC =10.4
Sourcet IMF Report on Iraq 1961.
(1) Year ended 3lat March, _
(2) The nain reason for the increase was the step-up in ,cusi.n oyuents.
(3) Components of expenditurecs total ID 104,0 million cnd .liuce Jor reveaue

total ID 95.3 uillion.

is no explanatiun for the discrepancies.

(4)

Includes ID 10.8 million representing advances on oil iac.uc.

(in nmillicas »7 Z:ori dinars
—— o el we® - - - e 8 e ol

Totals shown ia the table arc corrcci and there

(5)

N..TU COWFIDENTL.L

— N
1Cou;

as 0. wecasber 1960,

Net repayment of o0il advances: ID 1.1 milliom in calcacar
ID 1.8 willion in 1959 and ID 4.5 million in 1960;
ID 3.4 million remained.




bt @ 000 w0 v0 . w

. — o e . - .

Svurce: L' roport on Irag 1961,
(1Y 7¢-rs onded March 3lst;
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Investment by the Public Sactor
(in millions of dinars)

(1)

1953/54{1954/55

-Devclo

ent Board
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0.9 | “o.2| 11

57 | 5508
0.7 0.2 5.9

10,6 L.2| 65.9
7.9 | 10,7} 57.2
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l.0 1.0 12.6
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WNNEX I to
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T.BLE IV Planned Public Development Expenditures and gJources oI sinoance
» 1901/62 - d ‘
-7 Miilions of | TrT T Millions of
allocations Iraqi Dinars Sources of Financce Iraqi Dinars
«griculture : - 113.0 01l revenue ' 315.8
Industry 106.8 Net profits(a) - 22.8
Transport and communications - 130.5 Repayment of loan to leal Jstote Bank 2.0
Buildings and housing ‘ " 140.1 Cash surplus(b) 5.0
Total 556.4 j First loan ﬁUSSR) ' 65.2
p———— e o Second loan (Czeciuvslova:ic) ~ : 12.0
~nnual Distribution Miscellanaous revoenue 1.0
Other revenues (intcrnal -ad external) 142.6
1961/62 97.1 :
1902/63 108.
1963/0k 117.6
1904/65 119.6
1965/06 114.0
Total ss6.4 | Total 566.4(c )

Source: UN "Econ.uic uav;Iopuents in the Middle East 1959-61",

(a) Total net profits expected to accrue to the Port .dministration, the .xli-sncnl Zlectricity Service
and the governament refineries.

(b) Realised on 31st March, 1961.

(¢) The 1D 10 million surplus is earparked for payment of principal and Z..cr2ut en loans.

(d) .ll split years are twelve uunth pericds from 1last .pril to 3lst .. ccn.

N..TO_CONFIDENTL.L




Table XXVI

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

~{1- TO CONFIDENT
4 to
aC -WP/ 10
Table XXV
Gold ggg Forcign Exchonge held by the Central Bank
(millions of US dollars)
T . b ;
| 1}95‘3 | 2954 | 1955 [1956 |1957 {1958 |1959 |1960 |1961 |3BELY
GOId ‘N -~ . elu m.o 19‘5 33.5& 83.9 9800 83.9 97.
Foreign 1 | :
exchange |180.8]233.3| 286.1| 339.4{2L1.7]-254.9] 212.1}155.6|126.9{ 159.

Source: IIF’."Intc;mational Financial;Statiat.ics. September 1962".,

01l Exports .gg Exchange Receipts
: ’ (in millions of Iraqi dinare)
| | 1956 | 1957 |°1958 | 1959 | 1960
Total Value of Exporte - -| :5u4.64 | 113.15 | 185.54 | 201.67 | 222.73
| Total Exchange Receipts b 7991 59.71 | 92.25 | 102,34 | 114.45
1. Dircet Government Share| 68.84| u8.85| 79.88] 86.55| 95.03
2. local §xggn’ nditures of - -
i1 Com €8 11.07| 10.86 | 12.371 15.79| 19.u42
Source: IMF Report on Irag 1961
-u1- NoTO CONFIDENTIAL
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Table XXVII

Baldnce of Payments Summary

NATO CONFIDENTIAL
ANNEX I to
AC/127-We/ 10

(in millions of Iraqi dinars)

§OUI‘CU:
NOTE:

IMF Rcport on Irng 1961,

No sign indicates credit; minus sign indicates debit,

(%) Includes drawings (credit) o2 ID ¢,1 million for 1957 and ID 1.9 million for 1958, and
rcpayments (debit) of ID 0,5 million for 1958 and ID 1.8 million for 1959, representing
advanccs from the ol1l companies,

T : First half
1956 . - 1957 1958 1959

: 1959 1960

Nct receipts of oll scctor 79.9 “71.3(0) | g8,1(%) | "100.5 u7.49 53.65
Other goods and services - 90.1 - 101,.1 - 8l.3 - 86.7 34.64 - 55.73
Exports, f.o.b. 13.7 14,1 15.7 .3 7.U5 5,04
Imports, c.i.f. - 107.2 - 112.1 - 99.8 - 99.4 L3.20 - 59.97
SﬁrViCC's, nect 3.4 - 3.1 2.8 - 1.6 1.11 - 0.80
Capital and donations 6.2 6.3 103 - 007 0¢31 0-“4»
Errors and omissions 11.2 - 0.8 - L.6 - 11.6 8.90 - 9.24
TOtal 7.2 - 2&.3 1}05 1.5 u.26 - 10.88
Monetary movements - 7.2 2L, 3 - 13.5 - 1.5 L.26 10.88

NATO CONPIDENTIAL
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Table XXVIII
Composdtion of Inports
(In millions of Iraqi Ainars)
]
A ‘ FS?‘I_LB@ 1959 |Jan,-Junc 1960
Sugar . 8.81 .7.9] 6.6 . 4.9
Tea . L 6.6 ) 5.7} 6.9 3.6
Cotton’picce goo&n : i 3.0] 2.8 3.6 2.4
Jrtificial silk piece goodp r;66m2 5.3 5.9 2.5
Woollen piece. goods - 1.3] 1.4 1,1 o.L
Soap : o l4f 1,05 21,2 0.3
Iron ahd Steel 12,4 ) 4.0 } 17.5 6.4
Boilers and machincny 13.0¢ 7.8} 9.7 G4
VEhicles and Parts ; 11,8 110,01} 7.3 4.3
Electric lachinery ; 1. 6.1} 8.0110.,4 6.2
Chemicals and Pharma f
ccutioals " 3,24 2.6] 3.2 1.9
Papers and cardbbard "1.5] 1.51 1.5 0.9
Timber ot T 2474 2,51 2.3 1.5
Ccrcals T ’ 2.& 0.2 ) 5.9 5.0
Vegetable oils 0.5 0.7} 1.1 0.9
Tanning and dyeing exti'. > 2 1.;. 1.14 R 0. 8
“Others -~ Juo.3}37.3§ 30. 8‘# 18.1
Total a2y Pos.a ius.u 66.5
Source: IlI Report on Iraq 1961
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Lrble RUX Q.og%‘ osition of. orts

cexcluding oil
‘ (in nillions of Iraqi dinars)
!1957 J 1958 | 1959 [Jan.-Junc 1960
Barley 3.0 L8] 0.8 0.0
Vheat O.1 - - -
Other grains - 0,2 O.L 0.2 -
Pulses and flours 0.1 ] 0.2] 0.1 0.1
Dates - 3.4 | 2.9} u.0 1.7
Raw cotton 1.0 1.3] 1.5 0.3
Raw wool 1.5 0,9] 1.6 O.4
Live animals O.4 0.6 0.1 -
Seeds’ [ 0.3 | 0.3] 0.5 -
Hidcs_and skins Okt 0.3] 0.5 O.4
Ccment r ] L 0.7 o4} 0,7 0.3
Fodder and straw | 0.2 0.6} 0,5 0,2
Others | 1,6 1,81 1.1 0.3
. —1 4
Total 0 12.9 § 4.5 ] 11.6 3.7

Source: IWF Report on Irac 1961
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Table XXX | ACZ
Direc e leum Exports

(thousands of tons)

- | 957 71 ow9se 4 1959 | 1960

o ; — et
World-. - - - -|20,350 -{-33,800 -} 39,300 } 45,200
!uiddlé East 1,770 | 2,30 | 1,8% 1,140

Western Europe 53,300 26.960 '31,810 37,220(1)

Far East u.so@ 3,320 " 4,460 5,380
North Americe 730 | 1,23 1,200 1,090
Oceania (2) (- - - ‘ 380

Other America C- - - -

‘Arriea. - - e - -

UN

Source : W "Faonomis mn‘lqment- in the Middle East 1959-61"
(1) The principsl Mportmg West luropean countries for 1960

were:

Itely ' 7.95 militon tons
Prance . 7.81 million tons
United Kingdom 7.09 million tons
Fedarqu:epubnc or 4.4 million tons
Belgium 2,16 million tons
Portugal . 1.14 million tons |

(2) Imports of Australia.

45~ HATO CONFIDENTI/L
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tle XX

1

\ Destination of Exports (exeluding oil)

(in millions of dinars)

Ur.iteda Kingdom

Jepan

India
Holland
Germany (West)
webanon
Kuwait

Syria

Cnited Stetes
Ielgium
Denmark
Itely

Jordan

Seudi Arabdia
China

USSR

Others

Total

1957 1958 1959 Jan-Jun
1960
3.7 3.1 1.5 03
1.4 0.2 01 0.1
0.8 0.8 0.9 0.2
0.4 0.4 0.0 9.0
0.4 1.0 0.3 0.1
0.6 0.6 1.1 0.6
1.4 1.8 1.1 0.4
0.5 0.7 0.6 0.2
0.4 0.7 1.1 0.2
0.7 0.6 0.2 0.0
0.2 0.9 0.2 0.0
0.0 0.1 0.1 0.1
N 0.5 0.0 0.0
0.7 0.9 0.6 0.1
0.0 0.0 0.8 0.3
0.0 0.0, 0.9 0.2
1.6 | 2.1 2t 0.9
12.9 14.5 1.6 3.7

Soupce: IMF Report on Iraq 1961%.
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Table KKX{I

47~

Source of Imports
(1in millions of dinars)

T ———————

NATO CONFID

.

™

Y#m
,"- o
27 -

R s w05

January -
_ June
1957 1958 1959 1960
United ingdom 35.5 30,2 36,0 15.5
United States 17.7 15.2 11.8 7.6
Italy 3.3 3.7 1.5 1.0
| Ceylon 6.6 5.7 | 6.4 3.2
Japan 8.9 8,6 8.5 2.5
India 2.1 1.4 1.9 1.4
Germany (''est) 11.9 12.6 10,0 €.0
! Belgium 5.8 §.8 5.6 4.6
! Holland- 3.2 3.3 3.8 ; 1.9 |
T'ormosa 3.1 2.2 1.8 1.0
‘Sweden 2,2 2.3 2.5 1.5
Csechoslovakia l.4 1.0 1.8 1.8
Syria 2.5 1.8 | 1.2 0.1
Australia 1.9 1.1 2.9 2.4
Austria 0.5 0.8 0.8 0.4
Switzerland 1.2 | 1.5 1.1 |
USSR n.0 : 1.4 1.2 |
China 15.5 , 0.1 1.4 1.4 |
Malay States 0.4 | 0.9 9.7 ’
Pakistan 0.2 | 1.4 1.4 !
Canada 0.2 | 0.8 0.4 |
Lebanon 1.2 | 2.0 2,2 !
Others 9.8 | 10.5 7.2 !
Total 122.4  1109.8 ‘1164 66.5 '
Source: INMF Report on Iraq 1961
—47- FATO CONFIDENTIAL
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Table

International) Economic_and Military
Ald to irag

(In millions of U.S.Dollars)

PUBLIQ

ultilateral Eeconomlc A1d(1) Bilateral Aid
Year | 1°RD United Nations

ppe

N

unitea{?)| ussr(3) |czecnos-(3)
e T ~—r—-1 States lovakia

UNICEP {UMEPTA | UNTA

Beonomic Ald

1960 0.2 0.5 |o.2 j
1958/59 0.3 1.0} 1946/60 11959/60 1960 |
18,3 .

1 1954/57 |- 5.4} 0.9 2.0 + 0.9 .+ 182,5' + 33.6

Military Ald
1955/60 {;958/61

{
% : | H 46.1 5 238 none
@ “
g(l) Source: United Nations Statistical Yearbooksfor 1958, 1960
— and 1961,
€3
o2(2) Source: International Co-operation Administration "United
- States I'oreign Assistance 1/7/1945 to 30/6/1960",
8 Off'ice of Statistics and Reports,
~3) Source: NATO Confidential C-M(62)13 of 12/2/1962.
@Note: All figures in Table XXXII refer to grants with the

exception of loans and credits indicated by a plus sign and
net repayments indicated by a minus sign.
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MEXTY
371'27"*’9‘710
Table XXXIV
Medioal personnel
Physicians Dentiste Midwives Pharmacists ’

1958 1,192 1127 . 694+ 378~

1959 1,245 137 662* 430"
SIS W g T

Source: United Nations' Statistiocal Yearbook 1961
= excluding those dssacrided as not fully qualified
+ including those not fully gualified

Table XXXV
Educational Institutions
Tumber of Teach udent '.
Type of Eduocation Year Schools st‘r%ng g:rolgo;
Pre-school 1959 99 23 . 9,59
!

Primary 1959 3,228 20,040 642,665
Secondary 1959 1 362 3,186 120,15 ‘
Technical {1 2959 38 505 7,382
Teacher—training(l) 1958 65 335 11,050
Higher 1959 5 M €65 12,115

Source: United Nations' Statistical Yearbook 1961
- Public schools only

(i) Data relating to secondary teacher-training only

-49- “T0 CONFIDTTIAL
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_ Note BY:: 1cs Directorat

The first nttempta;or;Sowlet»eeononic.penetratloﬁ closely
followed the Kassim revolution which, on the 1l4th July, 19%8, swept
awvay King Faysal II, and resulted in the ending of Iraq's partici-
pation in the Baghdad Pact (24th March, 1959), the denunciation of
the assistance agreements with the United States (2nd June, 1959)
and the withdrawal of Iraq from the sterling area (4th June, 1959).

2. The Soviet bloc appears to have become Iraq's only source
of foreign credits with a total of B454 million extended by
mid-1962, out of which %238 million was for military aid and
£216 million for economic aid, Ireq is at present the sixth-
largest recipient of Soviet assistance among the less-developed
countries of the-free world, after Indonesia, Egypt, India, Cuba
and Afghanistan, - 'The total amount of credits on which Iraq can
draw represents.the equivalent of about £63 per inhabitant.

3. Unlike the deliveries of military equipment that followea
shortly after the signature of .the arms deals, the implementation
of the Soviet economic aid programme 4id not start before 1961, and
only a few minor projects are so far reported to have been completed.
Actual drawings on credits for economic development up to ..1d-1962
did not exceed £35 million, and Czech aid had not then been utilised.
However, about 90% of Eoviet and Czech credits have now been
earmarked for projects, mainly in the indusatrial field, included in
the five-year economic development plan for Iraq (1961/66) adopted
in October 1961, and in which bloc credits represent about 12% of
the total planned outlay. It is likely that the pace of implemen-
tation of Soviet aid will be accelerated.

i, The Soviet and Czech commitments for financial assistance
to ITraq were accompanied by a large-scale development of Soviet
bloe technical assistance and a constant drive to improve trade
relations between the Communist countries and Iraq. By the widdle
of 1962, the number of technicians and specialists from Communist
countries in Iraq was estimated to exceed 1,000, of which four-
fifths are.working on economic development projects, and one-fifth
is rendering advice on the utilisation of Soviet arms and military
equipment. - At .the same tine, abput 3,600 Iraql nationals have s2
far recetved some form of academic, technical or military training
in bloc countries. The bloc share in Iraqg's total imports rose
from 2% in 1958 to about 11% in 1961, and of the total Iraql exports
of local profucts other than oil, 23% was directed to thc bloc in

1961, as against almost nothing in 1958.

~51- NATO CONFIDENT LA\L
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5 Financial detalls of the arms deals concluded between
the USSR and Iraq are not available. Such conditions as the amount
of down payments, the repayment period of the credits extended,
interest charged and discounts granted have not been revealed.
Nevertheless, the importance of Soviet military aid to Iraq 1s
clearly demonstrated by the amounts of crcdits openly extended for
deliveries of arms and military equipment, which exceed the total
of credits for economic development so far promised by the bloc and
by the number of military advisers in the country,

6. By mid-1962, it had been disclosed that at least 238
million in credit had been put at the disposal of Iraq under three
consecutive agreements, The first arms deliveries under the
£118 million agreement of November 1958 included heavy equipmcnt,
such as artillery and tanks, and were completed by the end of
June 1960, At the time there was some feeling in Iragqi army
circles that the USSR had passed off to Iraq a certain amount of
obsolete armaments, especially discarded artillery weapons, This
criticism was apparently used as a means of pressurc to obtain more
up-to-date cquipment from the USSR, but did not rcsult in a shift
towards free world military goods. Iraq concluded a second decal
in August 1960 (£70 million on credit), under which a new wave of
deliveries started to arrive in Iraq late in 1960, Among thc
items then received werc about eighty T.54 medium tanks, a numbcr
of 122 mm, howitzers, four helicopters and sixtcen MiG.19 Jet
fighters., In December 19561, an additional £50 million credit agree
ment with the USSR was signed for the delivery of more technically
advanced military equipment, including artillery weapons, TU.60 Jct
bombers, MiG.21 jet fighters, airborne equipment and a numbcr of
surface-to-air missiles, Deliveries under this most reccnt agree-
ment were well under way in the first half of 1962.

7. It ies generally agreed that deliveries of" military
equipment to less-developed countries do not impose a scrious
burden on the Soviet economy, and is not impairing the further
build-up of the military strength of the Soviet Union. On the
Iraql side, the known drawings of military credits up to mid-1962
rcpresent 180 million; i.e. 25 per inhabitant. It is estimated
that the total value of Soviet military deliveries, both under
credits and otherwise, amounts to at least Z400 million, but no
information is available on the actual price charged to Iraq,
which may well be different from the estimated value, The repayment
obligations, in addition to the already rapidly increasing defence
expenditures since the Kassim rcvolution, will impose a serious
strain on Iraq's developing economy. Furthermore, since so much of
Iraq's military build-up is now of Soviet origin, the efficliency of
the Iraqi armcd forces is heavily dependent on the continued
availability of spare parts and replacements from the bloc.

NATO CONFIDENTIAL =52~
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8. The USSR has not only become the chicf source of supply
for arms and military equipment, but has also gained a near monopoly
for rendering military adviee, The Russian military mission in
Iraq, hcaded by a General, numbered over 250 by the end of 1961
(including 57 air force personnel), and their numbers have since
probably risen to over 300, following deliveries of equipment and
aircraft, . This compares with the 50 .members of the British
mission who, before the 1958 revolution, had been responsible for
the training of the Irsqi army. So far, therg do not seem to be
any Communizt military advisers in Iraq other than Russians. At
present a few military advisers from the Fedcral Republic of Germany
are apparently the only free world ailitary advisers in this
country, - 2

9. As a consequence of the switch towards the bloc for thc
provision of military equipment, the number of Iraqi pcrsonncl sent
to bloc countries for military training has increased: sincc 1959
at least LOO have been trained in the USSR and about 50 in European
satellite countries. This aspect of Soviet penetration is all
the more significant, since Kassinm has in the past been relying
mainly on the Army to counterbalance local Communist influence.

10. To date. Iraq has accepted economic aid equivalent to
about $216 million from the blo¢, consisting of:

. {(a) two development credits extended by the USSR, at 2.5
interest, repayable over twelve years, the first in
March 1959 amounting to £137.5 million, and the sccond
in May 1960 equivalent to SL5 million;

(b) one development credit extended by Czechoslovakia in
October 1960, amounting to £33.6 million, at 2.5%
interest repayable over eight yecars.

11. In accordance with the traditional Soviet procedure, the
economic ald agrecment signed in March 1959 provided for a line of
crcdit to be put at the disposal of the Iraqi Government, giving
only an indicative description of the possible utilisation of the
amounts available, The agreemcnt stipulated that this credit was
to be used for a list of projects enumerated, and that the technical
assistance necessary for the implementation of a second list of
projccts could be provided. The way was left open for the
extcnsion of credits for the implementation of projects included
in this second list. The May 1960 crcdit of 845 million
represents such an expansion of the aid programmc.

' 12. Progress in thé Soviet aid programme was not perceptible
fiftcen months after the signature of the basic agrcemcnt, During
this period of prolonged negotiitions on projects to be covered by
the credit, both sides voiced criticism, putting the blame for
delays in actual implementation on each other, On the Iragqi side,
the government's inability to construct the indispensable

=53~ ATO CONFIDENTIAL
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facilities for the Soviet aild projects, the general failure of loecal
monpo .‘er and lower-ranking officials to co-operate with the bloc
technicians, the corruption and inecfficlency of the Iraqi admini-
stration played their part in delaying the execution of the
programme , On the Soviet side, the fallure to deliver the required
goods on schedule, deficient quality control, the poor performance
of Soviet equipment under the climatic conditions prevailing in
Iraq and, above all, thc Soviet tendency to restrict the frecdom of
choice of the recipient country in projects to be implemented undcr
aid agrecments delayed progress and created a certain amount of
dissatisfaction in Iraq.

13. During the second half of 1960, Iraq appcared to be
cager to improve her relations with the West, but it soon transpired
that consultations with Western firms were mainly intended as r
means of improving Iraq's bargaining position in negotiations with
thc bloec, and Western efforts to obtaln specific projects ultimatcly
failed. Actual implementation of the Soviet aid programmc did not
start before 1961, and by mid-1962 less than onc-fifth (or about
£32 million) of the total amount of Soviet aid extended had been
drawn Most of these drawings were utilised for preliminary
survcys and technical assistance rendered in various fields, and
for a few projects of minor importance that have now bcen complcted
such as a fruit-tinning and drying factory near Karbala, a tractor
station ncar Baghdad, a broadcasting station, a shoe factory, and
an automatic telephone exchange in Baghdad, In addition, work was
started in 1962 on a garments factory, a pharmaccutical products
factory, two grain silos and a nuclear reactor. Although Czcch
financial assistance has been allocated to some industrial projects,
none of these credits was reported to have been utilised by mid-1962.

14, In addition to the financially-assisted projects, the
Soviet Union, Czechoslovakia and some other bloc countries have
been able to obtain a number of additional contracts for the
construction of industrial development projects; in particular,
Bulgaria has undertaken the construction of the first stage of
Baghdad's new international airport. Czechoslovakia, Poland and
Hungary are supplying some of the equipment required by the
Russians for the reconstructien of the Baghdad-Basra rallway
covercd by the second Soviet loan.

15. In Iraq's five-year development plan 1961/62 to 1965/66
(dra.m up in 1960 with the assistance of Polish and Czech cxpcrts)
thirty-nine projects can be idcntified for which dbloc financial
assistance is mentioned to dbe forthcoming. They consist of
twenty three industrial development projects, four in the field of
transport and communications, and twelve in agriculture. Bloc
financlial arsistance represcnts 12% of the total outlay envisagced
in thc plar, but is concentrated on industrial devclopment, which
absorbs 7 i bloc economic aid. Trensport and communications
account for 5%, while ngriculture takes the rcmaining 5. Czcch
financial ald so far allocatcd is devoted to the industrial dcvelop-
ment programme and to a housing project in Baghdad.
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(a) Aggiéulture

16. During thc early stages of the Soviet cconomic ald drive
in Iraq, a numbcr of Sovict specialists provided technical assistrrce
in thc building of irrigation damsg and watcr storagc schemes on the
banks of the Tigris and Euphrates, and in the: mechanisation of
agriculture. -Soviet financial participation in the five main
tractor stations envisaged under Iraq's five-year economic '
development plan represents half the total cost of these projects.
The plan further provides for nine new stations, but no forcign
aid so far secems to be contemplated for them,

17. Soviet financial assistance extended for experimental
farms, to be set up by thc government in order to improve the
cultivation of cotton, sugar bcet, cercals and rice, is only a small
fraction of the cstimated cost, suggesting the Soviet assistance
will be largely limited to technical advice. All the projccts
foreseen in the plan under the heading of improvement of agricultural
production will be assisted by some form of Soviet aid, incluai
the building of two grain silos, on which work was started in 1962,

18. On the whole, in agriculture the general tendency of
Soviet efforts has dbeen towards the rendering of technicsl advice.
Sovict credits represent only .36 of agricultural expenditures which,
under the plan, account for 20% of total outlay for economic
development. C T :

Av) .B‘.@m.!.‘x

- - 19.- The economic plan foresces the creation of some forty
new industrial enterpriaes, of which about half would receive Soviet
financial aid, representing 30% of the planned outlay for industry,
Most of the new factories to be built with Soviet assistance are
of a mcdium size. The estimated cost of each of these projects,
covering a wide varicty of goods, seldom exceeds %25 million. In
each of the bloc-assisted industrial projects, Sovict credits
represent between LOX and 60K of the total cost. The most important
inductrial installations in which dbloc aid represents a major share
arc, in ordcr of magnitude, a petroleum refinery, and an anncx for
the extraction of sulphur from gas, to be constructed at Basra, a
cotton mill, an agricultural machinery factory, a chemical
fertilizer factory, a steel mill with an annual capacity of
60,000 tons, a wool mill, a glass factory, and a pharmaccutical
products factory. Soviet credits will also be utiliscd for the
establishment of an c¢lectric buldb factory, a silk milil, a factory
for electrical apparatus, a clothing factory and a canning factory.
Czech financinl assistance, which represents sbout 127 of total bloc
aid so far allocated to the industrinl development of Iraq, covers
more than half of the £15 million required for a hydro-clectric
power station to be established at Samara, and the rest has becen
allocated to the financing of a rubber tyre factory, a ccramics
factory and the production of carbon black.

~55~ NATQ_CONFIDENT IAL
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20. The Soviet Union is expected to assume a lcading r8le in
petroleum prospccting and surveying under‘.aken by the Iraqi
Government, mainly in the Khanaqin region, and will also assist in
gcological surveys and prospecting for minerals, A workshop for
the repair of geological instruments and equipmcnt for this
purposc 18 to be set up in which the USSR's credits will contribute
half thec total cost,. Sovict financial aid will also be utiliscd
for the establishment of several technical schools,

21. In 195S, a separate agreement was signed between the
Sovict Union and Iraq on the utilisation for pcaceful purposes of
nuclcar cncergy under which the USSR agrced to providce technical
assistance for the building of an atomic reactor and various
laboratory ncilities, .

22, In general, although a few ncw industrial projccts werce
being under taken in Iraq by ilestcrn firms, the grecater part of
Iraq's industrialisation programmc unduer way has so far been
allocated to the bloc, If the five-year plan were c¢xecuted, it
would tend to link some selected scctors of newly-cstablished
industrics to the USSR, which could increasingly become a source
of supply for particular industrial equipment, and thcrcafter for
spare parts and major maintenance items.

(¢) ZTransport and communications

23, The Sovict bloc countrics have shown considerablce intcrest
in transport and communications. They have dbuilt a nmumber of radio
stations, an automatic telcphone exchange in Baghdad and military
and civil airfields necar Mossul, extended special credits for the
modcrnisation of the most important railw:y links, and rendcred
expert advice on the improvement of navigation on the Tigris, the
Euphrates and the Shatt-al-Aradb, and on the construction of thc
Umm Qassr port, In addition, they have shown particular intcrest
in the¢ Iraqil airlincs, One of the most important rccent develop-
ments in this field was the awarding of a contract by the Economic
Planning Board of Iraq for the construction of the first stage of
thc new Baghdad international airport to a Bulgarian firm, The
cntirc projcet is to cost over £30 million, and the part allocated
to the Bulgarian firm amounts to $13.2 million. The design for a
modcrn ject airport at Baghdad had been drawn up beforc 1958 by a
British cngincering firm. The conversion to standard European gauge
of the Baghdad-Ba:sra railway is the largest single project under thc
bloc cconomic aid programme. The credit of gL5 million extended
by thc Soviet Union represcnts L4O% of the total cstimated cost of
this projcct, which is to be complcted by 196L4.

24. Although large-scale infrastructure projccts, such as the
railway reconstruction, have a certain propagnnda value, thcey do
not ~ppcar to involve the same degrec of permanent dcpoendencc on
bloc deliverics of spare parts and maintenance as in thc casc of
industrial projects. - They do, however, allow a certain number of
tcchnicians to be sent to the recipient country.

NATO CONFIDENTJAL -56-
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TECHNICAL ASSISTANCE

25. Economic ald on this scale has brought a considcrabdble
influx of bloec tcchnicians and specialists, By the middle of
1959, the first civilian techniclans from the USSR started to
cnter the country for preliminary surveys and the rcplacement of
Jestern exports, Some of them occupied key positions, such as
thc Polish and Czech experts who contributed to the claboration of
the five-yecar cconomic development plan for Iraq, and the Soviet
expcrts that rendered advice on agrarian rcform problems. The
Daura. o1l refincry, opcrated by Western technicians before the
Kaseim revolution, was placcd under the management of Sovict dloc
cxperts before the end of 1959, allowing them to get acquaintcd with
advanccd Westcern :oll technology. In addition, Soviet and European
satellite expoerts provided technical assistance for the currcnt
work on the Basra power station and for projects related to
industrial development, transport and communications.

26. In the carly days, considerable¢ criticism of the
competence and behaviour of Soviet technicians led to the withdrawal
of membcers. of the team from the Daura . oll refincry and a number of
Soviet dottors and nurses. Since then, they have been replaccd,
and the numbcr of Sovict and satellite expcrts iricreased steadily
from about 220 in mid-1959 to over 800 three years later, of which
about 650 wcre reportedly Russians, and 175 from the European
satellites, mainly Poland, Czcchoslovakia and Hungary.

27. MNost of thesc experts now secm to be discharging their
profcssional duties competently, though some Iraqi dissatisfaction
is occansionally reportcad. These advisers and technicians arc not
obtrusive; they generally kcep very much to themsclves and most
of them, particularly thce comparatively low-grade staff c¢mployed on
thc railways and the . irrigation sarveys, live in fairly remote
arecas, There 18 no cvidence that these technicians have been used
ns political propagandists, although the pervasive effect of such
numbers should not be underestimated. If the Soviet bloc chose to
rcplace the leading adviscrs by men with political training and
objectivés, it could be a powerful mcans of expanding Communist
influence, dbut Bo far there 1s no indication of any such intention.

IRADE

28, Before the Kassiam revolution trade between Iraq and the
Sino-Soviet bloc consisted almost exclusively of somec imports of
maochincry and consumer goods from Czechoslovakia, ncver excccding
£7.5 million per year, while exports to the bloc werc ncgligibdle.
Irnq's total trade with thc dbloec has since riscn to S24 million
in 1959; #41 million in 1960 and SL4 million in 1561, mainly as
a result of the fast increase of imports from the bloc, whilc
cxports arc still lagging far behind. The European satcllitcs
account for about 555, the USSR for 27% and Communist China for
18% of the 1961 total bloc trade with Iraq.
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(n) Imports from the Si viet b

UBLIQUE

29, Iraq's imports from Communist countries incrcased as a

A« result of thc deliveries of Soviet arms and of the first arrivals

= of Sovict industrial equipment for development projects. Other

&2 catcgorics of imports have not risen significantly, and consist

= mainly of sugar, ferrous and non-ferrous metal products and textiles,
=~ If militury deliveries are excluded, the overall evolution of Irnqi
() imports from the bloc can be described ns follows: prior to 1959,
less than 2% of total imports came from the bloc, Since then, the
share of Communist countries incrceased to abeut 6% in 1959, 10% in

7. 1960 and 11% in 1961 of Iraq's imports.

30. Communist China provides foodstuffs and cotton tcxtilcs;

7 thc USSR wood and wooden articles, iron and iron bars and girders;

Czcchoslovakia machinery, cotton textiles and shoes; Hungary cotton

| textiles, In absolute figures, the European satellite exports to

o Irag in 1961 amounted to about £21.6 million, the USSR #10.6 million,

=~ and Communist China £6.7 million. 1Iraqi imports from the Soviet-

occupled Zone of Germany havc increased at a slower rate than those

v from the other satcllite countrica. As the implemcntation of

“) industrial development projeccts with bloc assistance gathers speed,
farthcr inereases in bloc cxports to Iraq are to be expected.

(v) Exports to the blog

31. 1In 1961, out of Iraq's total exports, 95% consisted of
oil, none of which went to thc dbloc. ' The volume of Iraqi exports,
other than oil, to Communist countries has increased markedly.
Beforc 1959, they scldom exceeded £100,000 in any one year. In
1959, the total value of such exports amounted to £6.1 million; in
1960, #£3.4 million; and in 1961 S4.8 million. In 1961, the share
of the Soviet bloc in the total value of Iraql exports othcr than
0il was about 23%, largely owing to purchases of Iragqi dates
= (Communist China being the principal market for low-grade dates),
which, together with linseed and wool, arc among the chief
O commoditics cxported by this country to the bloc. The purchases
= of Iraqi dntcs have particular significance, as Iraq has e¢xpcrienced
aa some difficulty in finding satisfactory markets for her dates in
— the lest, Production of Iraqi agricultural surpluscs for export
A& has tended to decline in recent years. Even if Iraq stepped up
1 her exports of local produce other than oll to Soviet countries at
& the cost of free world merkets, there would not bc the slightcst
E chance that shc would bc able in the forcsecable future to balance
 hcr actual and planncd Soviet imports.

E EN LE

M1

IF

SCLOSURE / DECLA

D

7

7 ASSESSMENT OF > ON

<

_ 32. The bloc has bccn able to substitute to a large cxtunt its

) prescnce for that of the West in Iraq, taking advantage of the
= policy ndoptcd by Kassim aftcr his coming into power. Dcspite some
= complaints about the competence and behaviour of thc numerous bloc
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technicians in the country, and despite criticism rcgarding the
quality of equipment delivered, the Soviet bloc has practically
become Iraq's only source of credit for economic development,
tcchnienl assistance and military build-up, thus providing 1 firm
foothold for furthcr penctration.,

33. It would ascem that the dloc hns scored its main gnins in
the field of military assistance, most of the cquipment of the
Ircqi armed forces now being of Soviet origin. This has rcsultcd
in a scrious depcndence of the efficicncy of the armed forces on
the¢ bioc, not only for spare parts and replacements, but also for
technical advice and military training. Morcover, thc number of
Iraqi army officcrs and specialists traincd in bloc countrics is
constantly increasing, and this might possibly, in the long run,
influcnee a scction of Iraqi public opinion on which Kassim hns in
the past rclied to counterbalance local Communist activity,

34. The bloc's posaibilitics of obtaining & dominant cconomic
influence over Iraq arc rather more problcmatic, Not only currcnt
cconomic life, but also the future development of the country
dcpcnds on crude oil exports, for which there appcars to be no need
in the bloc, As long as world oil productive capacity vastly
cxceeds demnnd, Iraq is bound to depend on the West for a market.
At the same time, her ability to procure an overwhclming part of
her own requiremcnts from the West through her earnings there gives
hcr considerable independence vis-A-vis the dloc, if she chooses to
use 1t,

35. This position could, however, dbe altered, if Iraq
mortgaged too much of her future by running up debts with the bloe.
This point is ccrtainly not yet reached, but, on balance, the bloc
has madc some headway in drawing Iraq closer to the bloc, and the
results may well dbe fclt in the future in terms of a s5till further
woning of Westcrn presence in the country as industrialisation
procecds,
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Bloc financial assistance

Tcchnical cssistonce:

A. Soviet bloc personnel in Iraq

B. Iragqi nationals traincd in bloc countrics
Iraq's tradc with the bloc

The bloc economic aid programme in Iraq

A. Agriculture
B. Industry
C. Transport and communications
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A. CREDITS EXTENDED -

- R

e

Merch 1959
May 1960
August 1960
December 1961

USSR TOTAL

3y the USSR: October 1958

By Czechoslovakia October 1960 3.6

Military e¢quipment

Economic dcvelopment
Baghdad-Basra railway
Military equipment
Military equipment

Economic devclopment

31.9

B. CREDITS DRAWN TOTAL 211.9
R
From the USSR 180.0 |Deliveriica of arms

Economic projccts

| . From Czecchoslovakia . - 0.0 |Economic projects

o
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e II. HNI ST
=
=%, Soviet bloc pursonncl in the country for a pcriod of one
= month or more (personnel engaged in diplomatic and commureial
3 activitics excluded).
% Minimum cstimatcs ro ed to the ncarest ri 6-month pcriods
o
Civilian tcchnicians Military
v . = advisers § Grand
. from Eur. from the § Totnl
from USSR | yoee111tes | TO¥81 | " yssg
‘F‘
Up to Decembuer 1958 0 0 0 0 0
‘January - June 1959 215 5 220 150 370
July - December 1959 240 60 300 150 L50
January - June 1960 295 130 425 170 595
July - December 1960 250 150 LoO 190 590
i Janunry - June 1961 320 160 480 285 765
July - December 1961 ubs 160 625 285 910
3Jammry - June 1962 655 175 830 300 ’ 1,130

Iragl nntio g tralned in bloc countrics

-~
=D
N
S _
g Acadcmic and technicalJ Military pcrsonnel
" Cumulative students trained in: trained in:
Eiq totala6 ggigg
| from 195 Eur, Com. | Total Ear, | Totnl
Ej USSR | gat. | china | bloc | YSSR | sat. | vloc
aéUp to ¢nd 1959 5251 175 (o} 290 135 u5 180 880
Up to July 1960 595 | 360 20 915 2351 U5 280 1,255
Up to e€nd 1960 685 | 535 30 | 1,290 2851 LS 230 1,580
Up to July 1961 f1,0u5 | 535 30 {1,600 315| u5 | 360 {1,970
, Up to end 1961 1,860 BLAD 35 m oo e oo o0
{ Up to July 1962 2,135 | 945 35 | 3,113 485 | 3,600

=
o
=
=

not available

NATO CONF IDENTIAL

-6l




49~

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

IIT. IBAQ'S TRALE WITH TRE BLOG

(million US %)

Iraqi exports to: g}": o::nl’
Ll s v rym——rpry oy M- o4
opean [Co st|Total (exo
L USSR satelﬁt« China |bloe . of
1956 | - - - - ‘0
1957 - - - - o
1958 - - - - ‘? o
1959 2.5 | 1.7 1.9 | . 26
1960 | 0.7 | 1.3 14 |3 | i
19611 2.0 0.8 2.0 L.8 . 23
— m— WSS N
- = less than %£100,000

— ¥

] . Ixf'aqi tl‘p’ox'-ta fron: Bloc. as %
I~ ¢ —pn Tota °§ t°:::
O [} )

)| USSR | -atelgam " China tree] 1mwe

! 6.2‘ - | - 6. 2

7.2 I t' Te 2

5.8 | o2 | 6 2

10.7 - 3.5 18, 6

23,5 7.2 38, 10

21,6 6.7 38. 11
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IV. IHE BIOC ECONOMIC AID PROGRAMME IN IRAQ

(Soviet bloc aided projects included in the five-year cconomic
devclopment plan for Iraq (1961/62 - 1965/66) as adopted on

14th October, 1962.)

in 000 dinars
(1 dinar = US $2.8)

TO _CONFIDENTI

-66-

Total bloc aiad

estimated °fb‘{gt°h as % of

~ cosat of financial total

the planned aid planned

outlay outlay

it

Agriculture 112,990 3,074 3
Industry 166,786 u7,9u6 30
Transport and communications 136,450 17,410 15
Housing 40,1144 (4] (o]
GRAND TOTAL 556 , 340 68,430 12

M
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IV. IHE RLOC ECONOMIC AID PROGRAMME IN IRAQ (Continucd)
A.  AGRICULTURE
in 000 dinars
F
. Total Bloc Anount o?b
‘ : cost bloe
Bloc-alded projects of country partici-
' o project | 8881sting | Lo on
1, Water storage schocmes on
Tigrip and Euphrates 5,300 USSR 900
2. "Cottan plantation (Surveira) |2,3u8 | UssR 3u8
3. Sugar beet farm (Aski-Kalak) | 1,145 | USSR 145
L. Cercdls farm 1,150 USSR 150
5. Rice plantation (Shatra) 1,769 | USSR 175
6. Medicinal herb farm (Abu Ghrafij 171 | USSR 1n
7. Tractor hire astation '
- (Abu Ghraib) ‘ 3 USSR 130
8. Tractor hire station (Kirkuk) | 318 | ussr 150
9, " "o " A ”(.lqlul) 66'4 USSR | hbu
0., " w. " . (Kut) - 310 USSR 135
11. Grain silo (Baghdad) 546 USSR 226
12, " " (Kat) 730 | usse | 300 -
o : - ’_ N 3,074 .
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(Continuca)
B.
in 000 dinars
Total Amount of
cost Bloc bloc
Bloc-aided projects country
of assisti partici-
roject ng pation
. 1
l. Black carbon factory 1,250 Czech, 850
2. Sulphur extraction from
natural gas 3,400 USSR 1,350
3. Chemical fertilizer factory 9,000 USSR 5,000
4. Rubber tyre factory. 1,000 Czech, 800
5. Pharmaceutical products
factory 3,800 USSR 2,050
6. Canning factory 310 USSR 150
7. Modern housing (Baghdad) 1,500 Czech. 600
8. Ccramics factory 800 Czech., 350
9. Glass factory 5,200 USSR 2,241
10, Elcetric appliances factory 2,160 § USSR 1,000
1ll. Electric buld factory 2,786 USSR 1,630
12. Steel mill 8,250 USSR 4,850
13. Agricultural machinery factory 9,184 USSR 5,284
14. Repair shop for geological
instruments and other .
equipment 130 USSR 65
15. Cotton mill 10, 300 USSR L,600
16. Wool mill 7,000 * USSR L,000
17. Silk mild 2,463 USSR 1,126
18, Clothing factory 800 USSR * 380
19, Petroleum refinery (Basra) 10,600 USSR 6,000
20. Mining prospecting and .
surveying 2,600 USSR 500
2l. Petroleum prospecting 2,000 USSR 1,200
22. Power station (Samara) 5,500 Czech. 3,000
25. Technical schools 1,850 USSR 920
$ M
E1,883 L7,946
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Iv. IHE BIOC ECONOMIC AID PROGRAMME TO IRAQ (Continued)

C. y LT IO
in 000 dinars
Toeal | B0 famount o
Bloc-aided projects country
of assisti portici+
project ng pation
1. Baghdad-Basra railway ‘ 39,000 USSR 16,000
2. Kirkuk-Sulaimaniya railway 250 USSR 110
3. Navigation on Tigris,
Euphrates and Shatt-al-Aradb
(improvement) 2,000 USSR 500
4. Radio station (Hurriya and
Salman Park) 1,250 USSR 800
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