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A B S T R A C T

The im portance of capital form ation estim ates in general, 

and for an underdeveloped country such as Iraq in p articu lar, em erges from 

the fact that plans for the economy can only be properly  drawn up, and the 

significance of such plans for economic development can only be fully under

stood, on the basis of inform ation about the to tal available reso u rces in the 

economy and the p a rt of these devoted to public and private capital form ation. 

The main purpose of m easuring capital form ation, the re fo re , is  to estim ate 

that part of National Income which is  devoted to the addition to the country’s 

existing stock of physical a sse t. Though Iraq has w itnessed during the last 

decade a large and in teresting  development of national s ta tis tic s  covering 

various aspects of the economy, detailed capital form ation estim ates w ere 

not contemplated.

Consequently, it was decided to u tilize the available s ta tis tic s  

and attempt to build up as complete an estim ate of G ross Dom estic Fixed 

Capital Form ation as possible for the period 1957 through 1962.

The fundamental objective of this study, therefo re , is  to 

produce the estim ates and describe th e ir  methods of estim ation in a m eaning

ful way. It is  not the object of this study, however, to undertake an economic 

analysis of the ro le of investm ent.
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The study concentrates on one aspect of capital form ation : 

the annual g ross additions to the existing stock of fixed capital in te rm s of 

new construction and investm ent in p roducers' d u rab les. The estim ates 

a re  presented in th ree  se ts  of calssification, nam ely, by type of a sse t, by 

industry  group, and by type of purchaser of capital goods* In each se t, the 

two groups of tran sac to rs  - the public and the private sec to rs  - a re  

distinguished* F urtherm ore , the figures a re  expressed in cu rren t as well 

as in constant (1957) p rice s .

F inally, it is hoped that the p resen t estim ates of capital 

form ation will fill an em pirical gap in Iraq 's  s ta tis tic s  in a m anner suiting 

several purposes.

#  #  *  + *



A C K N O W L E D G E M E N T S

When this study was begun in the Spring of 1964, it was always 

presen t in my mind that to undertake a study of this type, calling for such a 

large volume of documents and source data, could be possible only with the 

help of many people. Those who have helped me in the p rocess of collecting 

the basic m ateria l a re  too numerous" to mention in deta il. However, I wish 

in particu lar to thank and express my heartfe lt gratitude to my superv iso rs, 

P rofessor R. G. D. Allen and D r. W. F . Maunder, who have given generously 

of the ir tim e and knowledge to help me in exploring the in tricac ies of the basic 

data . It was th e ir  constructive c ritic ism , encouragem ent and invaluable 

advice that made it possible to present th is study.

1 w ish also to thank M r. J. R. C rossley, who supervised the 

f irs t part of th is study, and with whom I d iscussed the ea rly  plan of my work. 

His com ments and suggestions w ere invaluable.

In the course of my field work in Iraq  during the sum m er of 

1965, the am assing of the s ta tis tica l inform ation would have been im possible 

without the help and co-operation of various Government departm ents. They 

have given access not only to th e ir unpublished m ate ria ls , but, in many cases , 

participated in copying the data for m e. My g rea tes t obligation, in th is 

resp ec t, is  to D r. K hairi-el-d in-H aseeb, the then Governor of the Central



5
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A B B R E V I A T I O N S

BPC Basrah Petroleum Company.

CBI C entral Bank of Iraq .

C .B .S. C entral Bureau of S ta tistics.

C .O .E . Crude Oil Extraction.

F .T .S . Foreign T rade S tatistics.

GDFCF G ross Domestic Fixed Capital Form ation.

(This te rm  is  used in re fe rrin g  to aggregate G ross Fixed 
Capital Form ation in the country as a w hole.)

GFCF G ross Fixed Capital Form ation.

(This te rm  is  used when re fe rrin g  to G ross Fixed Capital 
Form ation in a particu lar type of asse t, a particu lar secto r 
( i .e . private or public), or a p articu lar industry . The 
aggregate of GFCF in a ll types of asse t, all sec to rs , or all 
industries, w ill then equal G D FC F.)

GDP G ross Domestic Product.

GNP G ross National Product.

G. O. G ross Output*

GORA Government Oil Refineries Adm inistration.
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GVA G ross Value Added.

IBRD International Bank for Reconstruction and Development.

IPC Iraq  Petroleum Company.

I .S .I .C . International Standard Industrial C lassification of All Economic
A ctivities.

KOC Khanaqin Gil Company.

MPC Mosul Petroleum Company

NIC National Insurance Company.

NNP Net National Product.

P. B. S. Principal Bureau of S ta tis tics .

S. I. T . C. Standard International T rade C lassification.

U. N. S. O. United Nationsf S tatistical Office.

*  *  *  *  *
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CURRENCY AND LAND MEASURES IN IRAQ

One Iraqi D inar (ID) = 1,000 fils = £1 Sterling.

One M eshara or Donum of Land = 0.62 acre  or 0 .25 h ec tare .

*  *  *  *  *
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INTRODUCTION TO THE P L A N  OF WORK

The la s t few decades have w itnessed a considerable in te rest

in the field of capital form ation. The subject has been approached from

severa l angles and various methods have been adopted to solve the problem s

of its  m easurem ent. From  the many studies, one could point out authors

1) 2)
who took the structu ra l flows approach such as Leontief, Kuznets,

C lark, ^  and the theoretical approach such as Robinson, ̂  D o m ar^  and 

H a r ro d s .^

The recognition of the im portance of capital form ation, espe

cially  after the appearance of Keyne's G eneral Theory, is  due to the fact that 

the process of capital form ation is  s tra teg ic , not only for long-term  economic 

change, but also for the sh o rt-te rm  fluctuations that affect the course of a 

country’s economic activity . Capital form ation is  essen tia l to the economy’s

1) Leontief,‘W. arid‘ O thers, Studies in the Am erican Economy; T heoretical 
and Em pirical Explorations in Input-Output Analysis (New York, Oxford 
U niversity P ress, 1953).

2) Kuznets, S, Income and Wealth of United States: T rend and S tructure, 
(London, Bowes & Bowes, 1952); also 'Commodity-Flow and Capital F o rm a
tion", N. B. E . R. ,  Vol. One, (New York, 1938).

3) C lark, C ., Conditions of Economic P rogress, (London, M acmillan, 1957).
4) Robinson, J . ,  The Accumulation of Capital, (London, M acmillan, 1956).
5) Dom ar, E .,  "Capital Expansion, Rate of Growth and Employment", 

(Econometrica, April 1946).
6) H arrod, H .R .F ., Towards a Dynamic Economics: Some recen t develop

m ents of Economic Theory and th e ir  application to policy, (London, 
Macmillan, 1948).
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productivity and growth; it rep resen ts  the re a l savings of the nation.

The process of capital form ation involves th ree  d istinct 

activ ities, whereupon the intensity and efficiency with which they are  ca rried  

on the volume of capital form ation depends. These activ ities are: saving, 

finance, and investment itse lf. The f irs t two activ ities a re  ex-ante concepts

of capital formation, while the th ird  activity is  the ex-post concept, i . e .  the 

actual commitment of reso u rces  to the production of capital goods.

In the presen t study we a re  concerned with the m easurem ent 

of the th ird  activity, i . e .  the realized  fixed capital form ation, while changes 

in inventories is  left outside the scope of th is study for two reaso n s. F irs t, 

such changes in Iraq a re  insignificant as can be seen from Tables 1 and 11 

of Appendix IX. Second, the scarc ity  of data on its  magnitude means that 

its  inclusion would introduce an unnecessary m argin of e r ro r  to the figures 

of capital form ation.

The concept of capital form ation as used h ere , re fe rs  to 

G ross Domestic Fixed Capital Form ation in te rm s of g ross additions to 

construction, and to p roducers’ durable m achinery, equipment, furniture 

and fix tures, and transpo rt equipment within the political boundary of Iraq . 

The te rm  "g ross additions", however, does not cover expenditure on rep a ir  

work and on m ilitary  construction and equipment. F urtherm ore , the value 

of land and the cost of its  possible in te rsec to ra l tran sfe rs  (if any) a re  not
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accounted for in the presen t estim ates! but expenditure on land reclam ation 

and im provem ent is considered as part of the g ross capital form ation of the 

country.

No attem pt is  made to adjust the estim ates for the cu rren t 

consumption of fixed cap ita l. Two reasons may be suggested for dispensing 

with th is adjustm ent. F irs t , since capital consumption is  not an identifiable 

se t of transactions, then its  m easurem ent would be at best a rough estim ate . 

Second, the indeterm inateness of the adjustment for capital consumption 

re flec ts  not only lack of re liab le  data, but also its  own necessary  a rb itra ry  

na tu re . If, however, a crude m easure of capital consumption is  desired , 

then I suggest the estim ates of the provisions for the consumption of fixed 

capital (shown in Appendix IX Table 2). There is  no need to em phasize that 

these ’’provisions" do not rep resen t the replacem ent value of worn out a s se ts . 

They a re , at the ir best, rough approxim ations.

The estim ation procedure involved the application of two 

general methods: the expenditure approach and the commodity-flow approach. 

The f irs t  approach was used to estim ate g ro ss fixed capital form ation in 

construction, with a breakdown of the figures into residen tia l buildings, non- 

residen tia l buildings and other construction and w orks. The second 

approach was employed in estim ating g ross fixed capital form ation in m achi

nery , equipment and tran sp o rt fac ilities . As will be gathered from  the
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succeeding chapters, only 25 per cent of to tal capital form ation was derived 

by the second method, while the rem aining 75 per cent was d irec tly  obtained 

from  the expenditure side.

In so far as the re liab ility  of estim ates is  concerned, although 

it is  unrealistic  to claim  that they are  definitive - because in every estim ate, 

whether of capital formation or other variab les of the national income, there 

is  a m argin of e r ro r  which cannot be sta tistica lly  determ ined - neverthe

le ss  it  is  felt that they enjoy a high degree of re liab ility  that would yield 

in teresting  re su lts  on which further studies could be built. An assessm ent 

of the reliab ility  of the present estim ates is  made by assigning to each 

component of capital form ation a subjective m argin of e r r o r .  These e r ro r  

m arg ins, however, should not be taken as presenting absolute certain ty .

They may sim ply be in terpreted  to mean that in the opinion of the estim ator 

and according to the presen t state of knowledge, there  is  95 p er cent chance 

that the true  value of the estim ates lies within the lim its se t.

The choice of the period 1957 - 1962 was mainly due to the 

fact that m ajor s ta tis tica l sources containing reasonable details w ere avail

able only from 1957 onwards. The tim e-lag  of two to th ree y ears  between 

the y ear to which the s ta tis tic s  re fe r  and the y ear of the ir publication was by 

far the main obstacle for not covering years  a fte r 1962.
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The study falls into fifteen chapters, supplemented by nine 

appendices. Chapter I is  devoted to an introductory background of Iraq . 

Chapter II is  designed to give a sum m ary of the concepts and definitions of 

capital form ation, methods of its  m easurem ent, and other conceptual and 

practica l problem s. In addition, th is chapter describes the nature and 

scope of the p rice indices which we have constructed for the deflation of the 

estim ates to 1957 p rice s . Chapter III, which is  divided into two p arts , 

p resen ts the details on the sources of data and methods of estim ation.

Part one contains a descrip tion of the m ajor s ta tis tica l sources from which 

the estim ates w ere drawn up. Part two, on the other hand, contains a 

detailed exposition of the methods by which the basic data w ere utilized to 

a rriv e  at the capital form ation es tim a tes . F o r s ta tis tica l convenience, 

th is part is  sub-divided into three sections, A, B, and C. Section A is  

concerned with the methods of estim ating g ross fixed capital formation in 

each type of a s se t. Section B deals with the methods by which the invest

ment in each industry group was arrived  a t. In th is section, it w ill be seen 

that the economy is  divided into eleven sec to rs  designated as ’’industry 

groups’’. F or each industry the capital form ation estim ates a re  classified  

by type of a s se t. F u rtherm ore , w herever applicable, public and private 

investm ents a re  shown separate ly . The methods of classifying investm ent 

figures by type of purchaser a re  exposed in Section C . Here the economy
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is  divided into th ree m ajor purchasers'ofcapital goods, nam ely, private 

en terp rises  and non-profit institutions, public en te rp rises , and General 

Government*

In Chapter IV, the re su lts  of the estim ates a re  brought to 

gether and shown in a concise form in m ore than twenty-five tables* The 

chapter also contains a com parison between the present and previous 

estim ates* An assessm ent of the re liab ility  of the p resen t estim ates is 

also given in chapter IV*

Chapters V to XV are  devoted to the descrip tion of the sources 

and methods of estim ating the g ross fixed capital form ation in the eleven 

industry  groups to which the economy is  divided. There is ,  however, a 

certa in  relationship  between these chap ters, i . e .  chapter V through XV, 

and chapter III. Thus, where the methods of estim ating the investm ent in 

a p articu lar industry group is  s im ila r to  those described in chapter III, no 

details on the methods of estim ation a re  given in the chapter rela ting  to 

that particu lar industry . The order of these chapters and the industry group 

to which each of them re fe rs  is  as follows : Chapter V, A griculture;

Chapter VI, Mining and Quarrying; Chapter VII, Manufacturing;

Chapter VIII, Construction; Chapter IX, E lec tric ity  and W ater; Chapter X, 

T ransportation , Storage and Communications; Chapter XI, Wholesale and R e

ta il T rade; Chapter XII, Banking and Insurance; Chapter XIII, Ownership
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of Dwellings; Chapter XIV, Public Adm inistration; and, finally,

Chapter XV, Services.

It is  to  be noted, however, that Chapter VII, which pertains 

to" Manufacturing" contains additional inform ation on a sam ple of 155 private 

manufacturing establishm ents, which was collected during our field work in 

Iraq in the sum m er of 1965. The inform ation contained therein  can be of 

use for further stud ies. It shows the capital form ation of these estab lish 

m ents for the period 1957 - 1962, in addition to the ir g ro ss  output, input, 

and g ro ss  value added during 1957 and 1962. The value added figure is  

broken down into four components, nam ely, wages and sa la r ie s , ren t, 

profit and depreciation.

So far as the appendices a re  concerned, th e ir  arrangem ent is  

as follows : Appendix I contains the basic data from which estim ates of

private investm ent in residen tia l and non-residential buildings during 1960 - 

1962 w ere derived .

Appendix II is , by fa r, the m ost im portant one because it 

gives the details of im ported item s which w ere considered as m achinery 

and equipment, the conversion of the Iraqi Customs Code of these item s 

into the Standard International T rade C lassification (S .I .T .C .)  and the 

International Standard Industrial C lassification ( I .S .I .C .) , and the allocation 

of each item  to the relevant industry group.
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Appendix III, which shows the im ports of furniture and fix tures, 

and Appendix IV, which shows the im ports of transpo rt equipment, a re  

s im ila r to that of m achinery and equipment. The form er ( i .e . Appendix III) 

shows the im ports of item s which w ere classified  as furn iture and fix tures, 

the conversion of the ir custom s code into the S .I .T .C . and I .S .I .C . The 

la tte r  ( i .e . Appendix IV) shows the im ports of item s which w ere classified  

under transport equipment, the conversion of th e ir custom s code into the

S .I .T .C . and I .S .I .C . ,  and also the treatm ent of each individual type of 

tran sp o rt equipment in the course of the ir distribution by industry group.

It is  hoped that Appendices II, III and IV will set the fram e for the treatm ent 

of im ported capital equipment in future studies in th is field.

Appendix V contains the capital expenditure figures derived 

from  the accounts of the C entral Government, Development Board, M uni-. 

c ipalities and the Local A dm inistrations. The figures a re  arranged in a 

m anner suiting the purpose of classifying capital expenditure by type of asse t 

and by industry group.

Appendix VI contains several tables showing the cro ss  valua

tion of im ported capital goods and of cem ent used in dom estic construction 

for the y ears  1957 - 1962. These tab les w ill be useful in constructing 

various types of index num bers.
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Private and public expenditures on rep a ir  and maintenance 

and Government expenditure on m ilita ry  construction a re  shown in 

Appendix VII.

Appendix VIII contains inform ation pertaining to the number 

of tax is, private c a rs  and other relevant data.

Appendix IX contains tables showing the various estim ates 

of National Income and Expenditure of Iraq  for the period 1950 - 1963. It 

also  contains an estim ate of the capital form ation from  1922 - 1957.

Finally, due to the many appendices, the study has been 

divided into two volum es. Volume One contains the main text of the 

d isserta tion  ( i.e . Chapters I to XV) and the bibliography. Volume Two 

em braces the nine appendices re fe rre d  to e a r l ie r .

*  *  *  *  *
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C H A P T E R  I 

IRAQ: AN INTRODUCTORY BACKGROUND

1. INTRODUCTION

Iraq  covers an a rea  of about 172,000 square m iles, with a 

population of 7 m illion. The annual average ra te  of growth of the population 

is  about 2 p er cent. It was estim ated, in 1957, that the ru ra l population 

constituted 65 p er cent of the total population; but as a re su lt of m igration 

from ru ra l to urban a rea s , the ra te  of increase  in urban population is  es tim a

ted to be over 2 .5  per cent, as against an increase  of le ss  than 2 per cent in 

the ru ra l population.

The country possesses an abundance of agricu ltu ral land. It 

is  estim ated that about 6 .4  m illion h e c ta r e s  a re  used for agricu ltural 

p u rp o ses; while unused and potentially productive lands a re  estim ated to be 

12 m illion h ec ta res , or about 27 per cent of the to tal a rea  of Iraq , Thus, 

assum ing that the ru ra l population is  roughly 4 .6  m illion, with an average of 

six  persons per fam ily, land actually under cultivation amounts to 8 .4  hec tares 

per fam ily, o r JL4 hec tares p er person (this is  approxim ately 10 tim es as 

much as in Egypt).

P rio r to the 1958 Revolution, the Government had no intention
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of introducing a  policy of reform ing agricu ltural land tenure , and hence the 

typical land tenure system  was that of the large sem i-feudal farm .

The A grarian Reform Law promulgated by the new regim e in 

1958 lim ited ag ricu ltu ral holdings to  250 and 500 hec tares in irrig a ted  and 

rainfed a reas  respectively . The im m ediate re su lt of this law was a decline 

in agricu ltural production due to both economic and political fac to rs . The 

economic factor consisted of the Government s  failure to rep lace the land

lords* position v is -a -v is  the fa rm ers  in respect of provision of financial aid, 

technical assistance  and m arketing fac ilitie s . T here was also the adm in

is tra tiv e  delay causing a  tim e lag between expropriation and distribution of 

land to fa rm ers . The political factor aggravated the situation by creating  

an unhealthy atm osphere of instability  which was hardly conducive to economic 

p ro g re ss .

2. EMPLOYMENT

No re liab le  surveys on employment exist in the country, but 

estim ates made on several occasions*^ suggest a  labour force of about 2 

m illion, of which 7 p er cent is  said to be employed in industry , including

1) IBRD: C urrent Economic Position and Prospect of Iraq , Report No. AS- 
100a, Septem ber 30, 1963.
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homeworkers* The 1962 Monthly Industrial S urvey^  indicated that 78,000 

persons w ere employed in 1186 industria l establishm ents with 10 or m ore 

em ployees, with an annual wage b ill amounting to ID 19 m illion (about ID 245 

per employee)* The number of persons employed in establishm ents with 

le ss  than 10 employees (excluding hom eworkers) is  given as 19,000 paid em 

ployees (and 24,000 persons as owners) in 20,191 establishm ents. The 

annual wage b ill for the paid employees is  given as ID 3 million; that is , 

roughly ID 158 p er employee.

The Census of A griculture and Livestock for 1958/1959 indicates 

that about 1.8 m illion persons a re  d irec tly  engaged in agricu ltu re , but un

employed labour reso u rces in agricu ltu re is  estim ated to be m ore than 50

2)per cent of th is figure.

3. THE OIL AND THE ECONOMY

The discovery of oil in 1927 transform ed the whole economic 

prospect of Iraq . Oil production did not exceed 3 m illion tons until 1950, 

when it increased  very  rapidly; likewise Government royalties which did not 

exceed ID 3 m illion until that y ea r, began to  r is e  th e reafte r making the y ear

1) Returns of the Monthly Industrial Survey 1962, CBS, M inistry of Planning, 
Baghdad, 1964 (in A rabic),

2) U .N . F .A . O. M editerranean Development Project, Iraq , Country Report, 
No. 250, Rome, 1959, C h .V ., p. 38.
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1950 the turning point in the h istory  of the country’s development. Table (I -

1) shows the amount of crude oil extracted , the amount exported, and the 

Government oil royalties from  1934 -  1963.

From  that y ear (1950) onwards, the oil industry has played a 

unique and vital ro le  in the country’ s economy. In re a l te rm s , it accounts 

for about 50 p er cent of the national income ( i.e . 25% after deducting the Oil 

Companies' share  in profits rem itted  abroad) as shown in Appendix IX Tables 

3 and 7). The oil royalties provide roughly 90 p er cent of Iraq ’s net foreign 

exchange rece ip ts , and account for m ore than 65 per cent of the Government’s 

revenue.

About 9 per cent of proven world oil reso u rces  ex ist in Iraq , 

and thus it ranks fourth among the four m ajor Middle E ast oil producers,

(after Kuwait, Saudi A rabia, and Iran). In 1962, Iraqi oil accounted for 16 

per cent of to tal production of petroleum  in the Middle E ast and for about 4 

p er cent of world total production.

More than 90 per cent of Iraq 's  oil is  exported. The m ajor 

m arket is  W estern Eur ope (89% in 1962). The rem ainder goes to A frica and 

Aden (4%), and the F a r  E ast (7%).

T his enorm ous wealth of oil is  alm ost the country’s only source 

of development finance. It re lieves Iraq from  the g rea test economic difficulty 

that bese ts m ost other under-developed countries in th e ir effort to pay for a 

substantial volume of capital and consum er-good im ports.



64

TABLE I  -  1 

PRODUCTION AMD EXPORT OF OILS AND 

GOVERNMENT ROYALTIES. 1934 -  1963

Production o f
Crude Oil in  I ra q , Crude Oil I r a q i  Government

193^ -  1963 Exported from Ira q  Oil Revenues
(Long Tons, M illion ) (Long Tons, M illion ) (£  M illio n )

1934 O.96 0.93 1 .4 8
1935 3.58 3-55 1.01
1936 3-91 3.88 1 .05
1937 ^.lJ* 4.10 I .25
1938 4.16 4 .13 1 .90
1939 3.81 3-78 2.23
1940 2.35 2.32 1.79
1941 1 .38 1 .36 1 .3 8
1942 2.29 2.26 I .76
1943 3.34 3.31 2.21
1944 3.93 3 .88 2 .45
1945 4.34 4 .2 8 2.66
1946 k,L\.0 4 .35 2 .72
1947 i±.m 4 .31 2.71
1948 3.10 3.02 2.14
1949 3.78 3.67 3.13
1950 6.16 6.06 6 .78
1951 8.12 8.18 15.16
1952 18.06 17.47 41.44(1)*
1953 27.23 26.77 57.75(2)*
1954 29.61 29.19 68.52
1955 32.71 31.65 74.00
1956 30.61 29.16 69.17
1957 21.36 19.94 49.03
1958 34.93 33.26 80.10
1959 40.90 39.26 86.82
I960 36.54 44.50 95.36
1961 48.06 45.86 95-09
1962 48.21 45.94 95.26
1963 55.58 53.23 110.26

♦ ( l )  Includes £7,500,000 paid  i n  1952 as r a t i f i c a t i o n  payment f o r  th e  
p erio d  p r io r  to  1951*

*(2) Includes 1953 £7 m illio n  se ttle m e n t.

Sources; Data supplied  to  the  w r i te r  by IPC o f f ic e  i n  London.
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4. THE ECONOMIC PERFORMANCE

The economic perform ance of Iraq  is  amply represen ted  by the 

National Income figures given in Appendix IX, Tables 2 - 10.

Tables 2 and 3 of Appendix IX show that during the past ten 

y ea rs  the GNP, both at cu rren t and at constant (1956) p rice s , has nearly  

doubled. But despite this considerable economic expansion, the per-cap ita  

national income in 1962 was as low as ID 73 at constant p rices (ID 76 at 

cu rren t p rices) as shown in Table 6 of Appendix IX.

Table 7 of Appendix DC shows that the percentage contributions 

of the two im portant sec to rs in the Iraqi economy, nam ely, A griculture and 

Oil, to the NNP have been moving in the opposite direction from  each o ther. 

Thus, while the contribution of the oil secto r was ris in g  from  46% in 1953 to 

over 55% in 1963, the contribution of the agricu ltu ral sec to r was showing a 

continuous decline from 32.6% in 1953 to 16.4% in 1963.

The compound annual ra te  of growth of the economy as a whole 

amounted to 6.4% (Table 5 Appendix IX). If we exclude the agricu ltu ral 

secto r (the growth of which was practically  zero) from  the GNP, the latter*s 

ra te  of growth w ill amount to just over 8%, M oreover, if only the oil secto r 

is  excluded from  the GNP, then the ra te  of growth of the economy becomes 

about 6%; but if  both the oil and the agricu ltu ral sec to rs  a re  excluded, the 

GNP’s ra te  of growth r is e s  to 8.2%.
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However, it  is  un realistic  to calculate the economy’s ra te  of 

growth excluding the oil sec to r, because of the ind irect effects of the oil 

royalties on the economic s tructu re  of Iraq  w here the growth of other sec to rs 

is  alm ost dependent on the oil industry . For instance, since oil royalties 

constitute about 65% of Government annual revenue, then it is  self-evident 

that Government expenditure on development program m es, (to which 50% of 

oil revenues is  allocated), and m ore than half of Government cu rren t expen

d itu re , (to which the other 50% of oil revenues is  d irected), a re  the d irec t 

contribution of the oil secto r; and hence the ra te s  of growth of the sec to rs  

"Construction11 and "Public Adm inistration" are  partia lly  affected by the trend  

of the growth of the oil industry.

The Role of Public and Private Sec to rs in the National Econom y:

In so far as the contributions of the public and the private 

sec to rs  to the national income is  concerned, it can be seen from  Tables 9 and 

10 of Appendix IX that the g rea te r contribution is  made by the private secto r, 

though the public sec to r’s share , which was only 15% in 1953, shows a ris in g  

trend .

However, it w ill be seen from  our estim ate of the GDFCF that, 

despite the fact that the public secto r did not contribute m ore than 20% of the 

GNP, its  contribution to GDFCF is alm ost equal to that of the private sec to r. 

M oreover, in som e sec to rs , such as agricu ltu re, to the value added of which
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the public secto r makes no contribution at all* nearly  75% of the investm ent 

is  made by the Government.

5. GOVERNMENT DEVELOPMENT POLICY (The Development and Planning
Board)

To use the increasing  oil royalties for the m ost desirab le  form 

of economic development, the Government, in 1950, set up an autonomous 

agency called the "Development Board", consisting of five m em bers nominated 

by the Council of M inisters for a period of five y e a r s .^  The m ain purpose 

of the Board was to p repare  "general economic and financial plans for the 

development of the reso u rces  of Iraq and the ra is in g  of the standard of living 

of h e r p e o p le " .^

Initially, all the oil royalties w ere channelled to the financing 

of the Development Board* s program m es; but in 1952 the amount was reduced 

to 70% of the to tal.

In 1953, a M inistry of Development was se t up and the Board 

was represen ted  in the cabinet by the M inister of Development. The creation 

of the M inistry, however, did not change the Board* s financial status and 

effectiveness. Its budget rem ained autonomous and all the new M inistry’s

1) Law No. 23 of 1950, supplemented by Laws No. 22 and 35 of 1951 and 
Law No. 25 of 1952.

2) Ib id ., Law No. 23 A rticle 3, item  1 (a)



68

staff w ere actually under the Board's control.

During its  lifetim e, the Board drew  up th ree  development plans; 

one for the period 1951-1956 with total allocation of ID 155m .; another for 

1953-1959 which was rev ised  a year la te r  and superceded by a new six -year 

plan, 1955-1960 with a total investm ent allocation of ID 500m.

In all these program m es, the agricu ltu ra l sec to r received 

f irs t p rio rity . In the f irs t program m e nearly  50% of the annual allocation 

was devoted to the agricu ltural sec to r, with particu lar em phasis upon flood 

control p ro jec ts . But w ithtthe completion of some of these p ro jec ts, the 

em phasis shifted in la te r program m es to Communications, Housing and 

Buildings, and Industry, as can be seen from Table ( 1 - 2 )  below.

The implementation of these p ro jects was very  slow at the 

beginning, with actual expenditure le ss  than 30% of annual allocations; but 

tow ards the end of 1954 actual expenditure began to r is e  to over 50% of the 

allocations. Table ( 1 - 2 )  shows that to tal expenditure on various develop

ment program m es was only ID 3m. (33% of to tal allocations) in 1951, but 

th e reafte r ro se  to the level of m ore than ID 50m. (about 53% of to tal alloca

tions) in 1 9 5 8 .^

The preparation and presentation of these plans and th e ir

1) The end of th is year may practica lly  be considered as the te rm inal period 
of the Development Board's Plan.



subsequent implementation suffered from severa l shortcom ings.

F irs t, in drawing these program m es the Development Board

was influenced by the "engineers" view point on the feasibility  of the proposed

pro jects ra th e r than the "econom ists".*^ No consideration was taken of

2)
"cost-benefit analysis*1, especially  for agricu ltu ral p ro jec ts . Thus, a 

la rge amount of money was spent on the m ost costly methods of increasing 

agricu ltu ral production through the extension of the cultivated a rea , where it 

could have concentrated on improving the productivity of land already under 

cultivation.

Second, the Board's investm ent policy did not place enough

em phasis upon industria l p ro jects because Iraq , it was claim ed, "has large

com parative advantages in ag ricu ltu ral production, w hereas the possibilities

of creating  new industries able to  compete on equal te rm s with producers

3)abroad a re  m ore lim ited and m ore remote.**

The operational in terpretation  of th is view is  that there  is  no 

reason  for establishing any industry in the country as long as it is  produced 

abroad with a lower cost of production. But the p rac tica l operation of the 

Board's policy in th is resp ec t turned out to be un realistic  and unsound.

1) S alter, Lord: The Development of Iraq; A Plan of Action; Iraq  Develop
ment Board, A pril 1955.

2) IBRD, September 1963.
3) Iverson, C ., A Report on the Monetary Policy in Iraq, National Bank of 

Iraq , Baghdad, 1954, p . 177.
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Despite the heavy investm ent in the agricu ltu ral sec to r, it  rem ained in an 

alm ost complete sta te  of stagnation; while the industria l secto r showed a 

m arked responsiveness, in spite of the sm all amount invested in it by the 

Government."^

The E ra  after the 1958 Revolution; The Planning Board

A fter the Revolution of 1958, the en tire  organization for econ

omic development changed. In early  1959, the Development Board and the 

M inistry of Development w ere abolished and replaced by the M inistry of 

Planning and the Economic Planning Board. The Board becam e an in te r-

m in iste ria l com mittee with the Prime M inister as chairm an and eight m in iste rs

2)as m em bers of the Board.

Preparation of development program m es becam e the respons

ibility of the M inistry of Planning; while the Board's duty is  to review  and to 

approve the overall plan, and superivse the implementation of the p lan 's 

p ro jec ts, which a re  ca rried  out by individual M inistries.

The Development Board's la st plan was discontinued and r e 

placed by a "Provisional Economic Plan" which was introduced and became 

operational in January 1960. In 1961, however, a "Detailed Economic Plan"

1) Kanaan, T .H .,  Input-Output and Social Accounts of Iraq  1960-1963, 
M inistry of Planning, Baghdad, September 1965.

2) Throughout th is study the te rm  "Development Board" is  used instead of 
the "Development and Planning Board".
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for 1961-1965 was introduced calling for a to tal expenditure of ID 556m.

(ID 111.2m . per year).

The new -regim e’s attitude tow ards development planning 

shifted, to some extent, from  that of the ancien reg im e. G reater em phasis 

was placed upon industrialization. T ariff re s tric tio n s  and im port em bargoes 

w ere introduced for the protection of local industria l en te rp rises  from foreign 

com petition. Allocations for industrial development w ere scaled up to 30% 

(or ID 167m .) of to tal investm ent called for during the 1961-1965 plan.

However, in spite of c ritic ism s of the old reg im e’s spending 

on industry, the new regim e could not match it . In fact, actual expenditure 

(as d istinct from annual allocations) on industry afte r 1958 declined both 

rela tively  and absolutely, as can be seen from  Table (I -  2).

All in all, it is  fa ir to say that Iraq ’s development reco rd  is 

not unsatisfactory . In fact, it is  strik ing to observe that a country which 

was so neglected for cen tu ries, and which became a political entity only in 

1920, can achieve such a level of economic development.

6. NATIONAL ACCOUNTS: Summary of Previous Work

Prior to 1950, no estim ate of the national income of the 

country was m ade. However, the IBRD in a "Report on the Economic 

Development of Iraq" published in 1952 concluded that the annual p er-cap ita
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income in Iraq w as approxim ately  ID 30.*^

Since 1958 se v e ra l a ttem pts have been m ade to e s tim a te  the

2 )
national income of Iraq: som e w ere  offic ial, o th ers  re su lted  from  p riva te  

research  work in E uropean and A m erican  U n iv e rs itie s ,

a) D r . K. G. Fenlon conducted the f ir s t  e s tim a te  of N ational

Income and Expenditure for the period  1950-56, following approxim ately  the 

U . N . fs recom m ended p a tte rn . The content of th is es tim a te  is  shown in 

Appendix IX, T able 1.

The re lev an t p a rt of th is  e s tim a te  to  the p re sen t study concerns 

the way he es tim ated  the GDFCF.

Two d iffe ren t m ethods w ere  em ployed, which, he claim ed, 

checked each o th e r. The f ir s t  m ethod consisted  of adding the Developm ent 

Board’s cap ita l expenditure, G overnm ent expenditure on cap ita l w orks, and 

capital expenditure by p riv a te  in d u s tria l e n te rp r is e s  as given in the 1954

1) A Report on the Econom ic D evelopm ent in Iraq: IBRD. John Hopkins 
U niversity , 1952.

2) The Official e s tim a te  of the N ational Income of Iraq  w as m ade in 1961 fo r 
the period 1956-1960 by V. M aniakin (a R ussian  ex p ert). The study is  
vague and very  little  inform ation  is  given on the method of com pilation 
and the so u rces  of d a ta . It is  w idely c r itic ise d  by p ioneers in the field 
of national incom e of Ira q . (See A shour, I: The N ational Income S tat
is tic s  in the A rab C oun tries, The A rabic Econom ic Review, June 1962, 
published by the G eneral F edera tion  of the A rab C ham bers of C om m erce, 
Industry and A gricu ltu re; Al-Bayan P re ss , Beirut, p. 113; a lso  see 
Haseeb, K ., The N ational Income of Iraq  1953-61, A l-Sinai - The In d u s tr ia 
lis t - No. 8, Vol. 1 and 2, June 1963, published by the F edera tion  of 
Iraqi In d u stries , p. 36 .)
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Industrial Census for large establishments* To this to ta l, estim ates of the 

capital expenditure of sm aller undertakings, agricu ltu ral capital expenditure, 

and expenditure on housing and other private building w ere added*

The second method, on the other hand, consisted of taking 

im ports of capital goods'^ from Foreign T rade S tatistics, adding im port 

duties and then uplifting the figures by 33^ per cent to allow for d ea le rs ' 

m argins, transport charges and other costs*

b) In 1959, an elaborate and com prehensive estim ate of the

National Income of Iraq for the period 1953-1956 was presented by K. Haseeb

2)in a Ph.D. d issertation  in the U niversity of Cam bridge. The tedious task 

of the estim ate was approached from the value added side, and the U.N.  

recom m endations in this respect were closely followed*

From  1962 onwards, Haseeb resum ed his work and the
3)

estim ates w ere brought up to 1961 and la ter to 1963*

In com parison with sim ilar attem pts, Haseeb*s figures enjoy

1) He did not explain what kind of goods were considered as of a capital 
nature, and whether parts and accesories w ere included. M oreover, I 
very  much doubt that the second approach w ill check the re su lts  obtained 
by the f irs t since im ports of capital goods account for only a certain  
proportion of GDFCF.

2) Haseeb, K ., An Estim ate of the National Income of Iraq , 1953-1956, Ph.D 
d issertation  in the University of Cambridge, September 1959*

3) Haseeb, K ., The National Income of Iraq, 1953-1961; R.I . I .A* , Oxford 
University P ress, London 1964* Also The National Income of Iraq, 1962-63 
The Central Bank of Iraq; Mimeographed, 1964.
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a high degree of reliab ility . They a re  invaluable in the sense that they 

provide the only existing detailed classification  of the value added approach 

through the Industrial Origin of GDP at Factor C ost. These estim ates are  

shown in Appendix IX Tables 2-10.

The im portance of Haseeb* s estim ates to  the presen t study is  

that the contributions of various sec to rs  to the GDP (Table 8 Appendix IX) 

a re  used as a yardstick to d istribute m ost of the components of the GDFCF 

among the relevant sec to rs, as explained in Chapter III. They are  also used 

to determ ine the ra tio  of GDFCF to GDP and GNP, and to calculate the se c t

oral investm ent/value added ra tio s . Finally, a useful com parison is  made 

between his estim ate of the gross output of construction with the com parable 

estim ate of the present study.

c) In 1963, another study on the stru c tu re  of the Iraqi economy

(inter-industry relation) for the y ear 1960 was completed by T . Kanaan 

as a Ph.D. d issertation  in the U niversity of Cam bridge.^  The final tabula

tion of the study was given in a 20 x 20 m atrix .

2)In 1965, the author published his study in a rev ised  and 

extended version, covering the period 1960-1963, w here the final tabulation

1) Kanaan, T .H.  , A Study in the S tructure of Iraqi Economy, Ph.D. d is se r ta 
tion in the U niversity of Cambridge, 1963.

2) From  1964 until September 1965, the author was the Economic Adviser to 
the M inistry of Planning in Iraq .
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of the re su lts  w ere given in a 32 x 32 m atrix , ̂

Kanaan* s analysis is  particu larly  useful in resp ec t of d e te r

mining the capital form ation in "F urn itu re  and F ix tu res" by private en te r

p rise s . His estim ate of the GDFCF is  also com pared with the presen t one 

at a la te r  stage.

Table 11 of Appendix IX shows the aggregate National Expen

diture in Iraq, 1960-1963 as derived f ro m  his input-output tab les,

d) An estim ate of Capital Form ation in Iraq, which is  very

relevant to  th is study, was made in 1958 for the period 1922-1957 by 

D r. R. A bu-El-H aj.

The term inal year of h is study coincides with the initial year

of o u rs. The estim ate was an outgrowth of a study by the author on the
■ ■ ■ ■    3 )

impact of the oil industry on the economic development in Iraq .

The author adm its the lim itations of h is estim ates (shown in

Tables 12-14 of Appendix IX), and the ir tendency to underestim ate the actual

value of investm ent. They a re , as the author s ta te s , "at th e ir  best rough

4)
estim ates" .

1) Kanaan, T .H . , Input-Output and Social Accounts of Iraq, 1960-1963, The 
M inistry of Planning, Baghdad, September 1965.

3) Abu-El-Haj, R ,, Oil Industry, a Strategic Factor in the Economic Develop
ment of Iraq , unpublished Ph.D. d isserta tion , D epartm ent of Economics, 
Columbia U niversity, 1957.

2) Abu-El-H aj, R ., Capital Form ation In Iraq, 1922-1957, Journal of Economic 
Development and Cultural Change, Chicago U niversity, July 1961.

4) Ibid.
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G ross investm ent, as defined by the author, " is  that part of 

investm ent which yields an increase  in g ross national production". This 

definition is  different from  the present study in two ways: f irs t it includes 

all p arts  and accesso ries  of im ported durable p roducer's  goods, while these 

a re  excluded from  the definition adopted here; second, it excludes the value 

of hom e-m ade agricu ltural tools and im plem ents, which a re  included h e re .

Net Investm ent, is  arrived  at by deducting from  g ross invest

ment all expenditure on maintenance and renew als, as well as the estim ated 

value of p arts  and accesso ries of im ported item s included in the g ross 

investm ent.

The author derived his estim ates from  severa l so u rc e s : 

Foreign T rade S tatistics, Government Ordinary Budgets, The Development 

Budgets, Property Tax Returns, and inform ation on the value of building 

m a te ria ls .

*  *  #  *  *
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C H A P T E R  II  

CONCEPTS AND DEFINITIONS OF CAPITAL FORMATION

The purpose of the p resen t chapter is  to se t out a general 

sum m ary of the conceptual and p ractica l problem s involved in the estim ation 

of capital form ation. It covers various aspects and problem s of capital 

formation and its  general methods of estim ation, valuation and m easurem ent 

in re a l te rm s . Problems connected with the trea tm en t of re p a ir  and m ain

tenance, alteration  and renovations, and the distinction between new and used 

asse ts  a re  a lso  discussed briefly .

$ 1 . DEFINITION OF CAPITAL FORMATION

The concept of "capital form ation" derives from  the fact that 

society does not apply the whole of its  cu rren t production capacity to the 

needs and d es ire s  of im m ediate consumption, but d irec ts  a p a rt of it  to  the 

making of capital goods. T hese include tools and instrum ents, m achines, 

transpo rt facilities, plant and equipment, e tc . However, the te rm  "capital

1) N urkse, R .,  Problem s of Capital Form ation in  Underdeveloped Countries, 
(Basil Blackwell, Oxford, 1962) p. 2. — —



79

formation" is  usually in practice  lim ited to the accum ulation of m ateria l 

capital.

"Fixed capital form ation" is  usually defined therefo re  as the 

acquisition of durable physical a sse ts  by th e ir  u ltim ate u se rs  plus w ork-in- 

p rogress on durable heavy equipment and construction.

G ross V s. Net Concepts::

G ross fixed capital form ation, according to the U .N . S tat

istica l Office, is  defined to include the value of the purchases and own- 

account construction of fixed asse ts  (civilian construction and w orks, m achi

nery  and equipment) by en te rp rises , private non-profit institu tions, in the ir 

capacity as landlords, and general governm ent. N on-transportable fixed 

asse ts  a re  included only if they a re  located in the te r r ito ry  of the country. 

Also included is  the value of the change in v /o rk -in -p rogress on dom estic 

account in dwellings and non-residential b u i l d i n g s . I n  other w ords, g ross 

fixed capital form ation com prises expenditure on the replacem ent of, and 

additions and m ajor im provem ents to , fixed capital a sse ts  located in the

1) U .N . S tatistical Office: Studies in Methods, S eries F . No. 2. Rev. 2, 
"A System of National Accounts and Supporting T ab les", p .28.
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country concerned, ^  (this includes fixed asse ts  owned by non-residents but 

located in the country concerned).

By the te rm  "net fixed capital formation" is  meant that increases 

in capital is  m easured after allowances have been made for depreciation, 

obsolescence and accidental damage to existing fixed capital. These allow

ances, i . e .  capital consumption allowances, rep resen t a decline in the value 

of durable capital and are  said to equal that portion of cu rren tly  produced 

capital form ation required  to m aintain intact the stock of physical a sse ts . 

However, the m easurem ent of capital consumption is among the m ost difficult 

and complicated subjects. Although it has been explored from many view

points, with the resu lt that many ambiguous and difficult problem s have been 

clarified, no solution has yet been developed sa tisfac to rily  enough to provide 

a unique definition for m easuring capital consumption. This is  so because of 

the lack of inform ation in capital accounts, in addition to other problem atical

1) In the case of international c a r r ie rs ,  such as ships and a irc ra ft, we may 
deviate from  the general ru le  of classifying fixed capital on the basis of 

physical location to the basis of the nationality of th e ir ow ners. In some 
instances, however, "large num bers of v esse ls  are  tran sfe rred  to foreign 
reg is try  owing principally to the le ss  costly regulations of the foreign 
country. The tran sfe r of reg is try  may be accompanied by the tran sfe r of 
ownership, generally  to a wholly owned foreign subsidiary chartered  in 
the country of reg is tra tio n . In such cases the ownership crite rio n  fails 
to reflec t the country of beneficial ownership. To effect a m ore rea lis tic  
classification it is  suggested that in such cases the nationality of the parent 
company be used to determ ine dom estic capital fo rm ation ." (U.N. S tat
is tica l Office, Studies in Methods, Series F . No. 3, Concepts and Defini
tions of Capital Form ation, New York, July 1953), p. 11, p a ra . 42.
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1)

factors such as technological changes, changes in demand, etc#

Since our intention in this study is  to m easure the capital 

formation in Iraq in "g ross" te rm s , the subject of capital consumption - 

on which th e re  is  so much lite ra tu re  - is  left outside the scope of th is 

study#

It is  useful, however, to make a distinction between capital 

and wealth# The la tte r is  a very com prehensive te rm  and em braces, in 

addition to physical capital, all other natural reso u rces such as land, m ines, 

fo rests and the like# It som etim es includes even human reso u rces and human 

qualities like health, sk ill, technical train ing and knowledge, and en tre 

preneurship . Quite obviously, th is com prehensive definition is  neither use« 

ful nor m easurable from the viewpoint of national accounting# On the other 

hand, the definition of capital as reproducible wealth used for further produc

tion has been critic ized  as too narrow# Simon Kuznets, for example, says 

that if we view capital as all tools for increased  productivity for economic 

growth, th is definition is  too narrow ; it should also include all goods held

1) In the U.K.  and U.S.A.  attem pts w ere made to make approxim ate
estim ates of the consumption of fixed asse ts  according to the economic 
concept of capital consumption0 F o r details on the methods used in th is 
resp ec t, see: Redfern, Philip, "Net Investment in Fixed A ssets in the 
United Kingdom, 1938-1953” , Journal of the Royal S tatistical Society, 
Series A, Vol. 118, p a rt 2, 1955. Also s e e : Goldsmith, R. W ., "A
Perpetual Inventory of National W ealth", Studies in Income and Wealth, 
Vol. 14, N . B . E . R . ,  New York, 1951.
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by consum ers and all re so u rces  (e .g . education and training) making for a 

m ore efficient labour force - a society m ore capable of grasping the poten

tia lities  of technical p ro g ress . If, however, we view capital as the tools of 

economic en terp rise  m ore narrow ly defined we should have to exclude 

residen tia l construction and all stocks in the hands of the government p roper.

For studying economic growth, the broader definition of capital

is  desired  - one including much of what is  usually m easured under consum er

1)
expenditure.

These observations by Kuznets ra ise  a few fundamental ques

tions which ought to be answ ered. Should we confine the te rm  'capital* to 

physical asse ts  only or should it be extended to cover other activ ities which 

a re  included under the heading ’’development expenditure” . This re fe rs  

especially  to some developing countries w here these expenditures a re  of 

g rea t im portance.

The root cause of th is problem  can be traced  to  the theory of 

economic growth since the late n ineteen-forties where theim portance of 

capital formation in economic growth and development has rem ained a 

controversial m a tte r. Some econom ists deny the ro le  of capital as a s trag e - 

gic factor in economic p rog ress and argue that the sca rce  factor in develop-

1) Kuznets, S ., ’’International D ifferences in Capital Form ation and Finan
cing”, Capital Form ation and Economic Growth, N .B .E .R .  * Princeton 
U niversity P ress, Princeton, 1955, pp. 20-21.
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ment is  the ability to make decisions. ̂  The ro le  of education and technical

p rogress as the prim e m over of economic growth has been increasingly

2)
em phasized. Solow, for example , has estim ated that only 10% of the 

growth of aggregate non-farm  production of the U.S.A.  between 1900 and 

1960 could be attributed to capital, while the rem aining 90% is  due to residual

factors falling under the general heading of technological p ro g re ss . Studies

3) 4) 5)made by M assel, Aukrust and Reddaway also support the above-mentioned

conclusions.

The United Nations Economic Com mission for Europe in a 

study made in  1961 arrived  at the conclusion that in the post-w ar growth of 

W estern European countries, ’’inputs of labour and capital account for only a 

part - and often a relatively  sm all p a rt - of growth, and that m ore intang

ible facto rs, whether they a re  labelled technique o r organization or the

1) H irshm an, A .O . , The Strategy of Economic Development (Yale Studies in 
Economics 10), New Haven, Yale U niversity P ress , 1958, p . 5.

2) Solow, R. M. , Technical Change and the Aggregate Production Function, 
in the Review of Economics and S tatistics, Vol. XXXIX, No. 3, August 
1957, pp. 312-320.

3) M assel, B ., Capital Form ation and Technological Change in United States 
Manufacturing, Rev. of Economics and S tatistics, Vol. XLII, No. 2, May 
1960, p p .182-188.

4) Aukrust, O ., European Productivity Review, F ebruary  1960.
5) Reddaway, W.B., and Smith, A .D .,.P rogress in British Manufacturing 

Industries in the Period 1948-1950, Economic Journal, M arch 1960.
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human factor play a very  im portant r o l e " .^

Our contention in this d isserta tion , however, is  that the

2)
definition of capital as given by the U.N,  S tatistical Office should be 

accepted because a w ider definition of capital c rea tes  m ore anom alies than it 

rem oves, e . g . ,  the inclusion of the content of residen tia l housing, and even 

certain  types of education may be cases in point. M oreover, by equating 

capital to physical capital only, national accounting techniques will be kept 

consistent and the problem involved in the valuation of intangible asse ts  

avoided. Finally, if the effect of certain  types of expenditure on production 

is accepted as the guiding principle, even the distinction between "consump

tion" and "capital formation" may appear untenable as in the context of the

extrem ely low levelsof consumption, increased  consumption may lead to

J . 3)m creases m production.

At this stage it is  im portant to indicate that capital formation

as m easured here  is re s tr ic ted  to g ross additions to the stock of physical

fixed capital within the political boundary of Iraq, irrespec tive  of the national

1) U.N.  Econ. Comm, for Europe: "A Study of Development of Growth in 
Europe during the N ineteen-F ifties". Mimeo. Econ. A dvisers Conf./13 
dated 2 M arch, 1961.

2) U.N.  S tatistical Office, Studies in Methods, Series F , No. 3, Concepts 
and Definitions of Capital Form ation, New York, 1953.

3) Abbas, S. A. * "Capital Form ation in National Accounting, with P articu lar 
Reference to  Pakistan" in Middle E astern  Studies in Income and Wealth; 
International Association for R esearch in Income and Wealth, Bowes and 
Bowes, London, 1965, p . 238-239,
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ity  of the ownership of a sse ts . This im plies that our estim ates re fe r  to 

G ross Dom estic Fixed Capital Form ation (GDFCF) which com prises g ross 

additions to civilian construction (buildings, roads, b ridges, e t c . )  and to 

producers* durable m achinery and equipment, furniture and fix tures, and 

transpo rt equipment.

As a consequence of the adoption of this definition -  which is 

in conformity with that of the U.N.  - the following item s a re  omitted from 

the concept of capital formation:

1. All intangible a sse ts  such as patents, concessions, good- 

w ill of business en te rp rises , human capacities and the like. T here a re  

many good reasons for excluding these intangibles, one of which is  the im 

possibility of the ir valuation, and because there is  no c lea r-cu t relationship 

between such values and the ir contribution to future production for the nation 

as a whole..

2. All expenditures on re sea rch , health and education.

3. Durable goods purchased by households, (with the excep

tion of dwellings). These are  regarded  as cu rren t expenditure. This t r e a t

ment is  not based on profound and logical grounds but m erely  on the fact that 

the serv ices they yield a re  generally  not m arketed and, in addition, there  is  

difficulty in estim ating the ir depreciation.

4 . All sub-soil reso u rces such as petroleum  or m inera ls . 

However, those expenditures which involve the creation  of s tru c tu re s , such
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as drilling  w ells o r digging m ine-shafts, a re  included in capital form ation,

although the inclusion of such expenditures may not provide for the inclusion

in capital form ation of the full value of the re so u rce s  exploited, as the ex trac-

1)
tion of these reso u rces  is  considered as a charge to cu rren t output.

5. Inventories of m useum s, works of a r t  and other collectors* 

item s. The reason  for this is  s im ila r to that of paragraph (1) above.

6. Parts and accesso ries  of p roducers ' durable equipment.

7. Expenditures on m ilita ry  construction (with the exception 

of dwellings), arm s and other m ilita ry  equipment. The inclusion or exclu

sion of th is type of expenditure may have a considerable effect upon the volume 

of the country 's capital form ation. T heir exclusion, however, became con

ventional on the grounds that, although such expenditures constitute an 

im portant factor in the existence of the economy, they seldom increase  the 

productive capacity of the economy. ̂

8. Expenditure on re p a ir  and m aintenance.

9. All development expenditures, unless they a re  d irectly  

connected with the acquisition or construction of fixed a s se ts . An exception 

to this is Government expenditure on ae ria l and general surveys of agricu l-

1) U .N.S .O .  Studies in Methods: Series F . No. 3, Concepts and Definitions 
of Capital Form ation, p. 8, para . 18.

2) Ib id ., p . 14, p a ra . 60; also see Kuznets, S ., National Product in W artim e, 
New York, 1945, p . 7.
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tu ra l land, which we think is  essen tial as a prelim inary  step for land r e 

clam ation, distribution and other ag ricu ltu ral p ro jec ts .

9 2 .  METHODS OF MEASURING FIXED CAPITAL FORMATION

Fixed capital form ation may be m easured by either of two 

methods: the production or commodity-flow method and the expenditure 

method. In many cases , however, the scarc ity  of data for the application 

of one of these two methods throughout the whole p rocess of estim ation forces 

the investigator to use a combination of the two. When properly  applied, the 

two approaches should a rr iv e  at approxim ately the sam e aggregate for fixed 

capital form ation, ( i . e . ,  exactly the sam e but allowing for a sm all m argin 

of calculation e r ro r ) .

A th ird  method of estim ation may also  be recognized. This 

is  the accumulation of capital funds method. It is  an ex-ante ra th e r  than 

ex-post concept of capital form ation, which is essen tially  an analysis of the 

flow of funds that become available for capital form ation. This method is  

now generally  considered to be unsatisfactory  for many reasons, among which 

is  the possibility  of double counting. Another reason  is  the difficulty of 

securing the data on self-financed capital form ation by en te rp rises  or 

individuals which has no counterpart in the flow of funds. Hence, although 

it is  useful to  have an analysis of the whole p rocess of capital form ation, it



88

is  extrem ely complicated* And, as Keynes suggested, i t  is  practicable to 

d iscard  the p rocess of capital form ation and concentrate on the final stages, 

that is , on realized  investm ent.^

2*1. The Production or Commodity-Flow Method

According to th is approach, fixed capital form ation is  estim ated 

in te rm s of dom estic production plus im ports of capital goods le ss  those 

(except dwellings) sold to households o r exported.

Since fixed capital form ation is  usually defined as the acquisi

tion of durable physical a sse ts  by the ir ultim ate u se rs , plus w ork -in -p rogress 

on durable heavy equipment and construction, it becom es fundamental to 

adjust production s ta tis tic s  for any change in the inventories of producers as 

well as d is trib u to rs . In some cases we may, however, avoid the need for 

adjusting p roducers’ inventories by using p roducers ' shipment data; but it

should be em phasized that this procedure does not rem ove the need to adjust
2)

d istrib u to rs’ inventories of capital goods.

P ractically , the adjustm ents take the form  of adding the 

decrease to, or deducting the increase  from , the inventories of producers

1) Keynes, The Process of Capital Form ation, The Economic Journal, 
September 1939f p . 574.

2) U.N.  S tatistical Office, Studies in Methods, Series F . No. 3, Concepts 
and Definitions of Capital Form ation, p .10.
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and d istribu to rs in o rder to reach  an approxim ate figure of the flow of capital 

goods to the ultim ate u s e rs . It is  also n ecessary  to distinguish between 

final and interm ediate products, and at the form er level, between those flow

ing to consum ers and those used for capital form ation.

Application of the commodity-flow method needs, basically , 

two c lasses of information:

(i) E ssential Data, on production, inventory changes (both at 

producer as well as at the d istribu to r levels), and ex ternal trade s ta tis tic s .

(ii) Supplementary Data, on transportation  charges, cost of 

installation, d ea le rs ' m argins, and other data connected d irec tly  with the 

acquisition of asse ts  by ultim ate u se rs , since these a sse ts  m ust be valued at 

their cost to their u se rs .

However, in the case of under-developed countries, where the 

bulk of equipment being im ported, and the exports of capital goods a re  

negligible or non-existent, the application of the commodity-flow approach is 

mainly confined to the estim ation of investm ent in durable equipment by 

utilizing the s ta tis tics  of im ports . In many of these countries, and Iraq is  a 

good example, im port s ta tis tic s  a re  given in considerable detail, often beyond 

that required  for the Standard International T rade C lassification. This detail 

facilita tes the classification of im ported equipment not only by type, but also 

frequently by industry of use .

The application of this method, however, through the u tiliza-
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tion of foreign trad e  s ta tis tic s  is  usually confronted with one im portant 

problem in calculating the to tal cost of equipment to the ir final purchaser due 

to the lack of the supplem entary data on d ea le rs ' m argins, tran sp o rt charges 

and installation cost. Countries like Burma, Ceylon and the Philippines, for 

example, m ark-up the c . i . f .  value of im ported capital goods by 50, 30 and 50 

per cent respectively , Brazil, on the other hand, m arks-up  tw o-thirds of 

the c . i . f .  value by 20 per cent, one-third by 70 p er cent, on the grounds that 

the f irs t fraction is  purchased by firm s from  overseas d irec tly , and the second 

fraction is  purchased from im porte rs in B razil.

2 .2 . The Expenditure Method

E stim ates of fixed capital form ation a re  at p resen t generally 

derived from  data on capital expenditure made by the principal u se rs  of fixed 

a s se ts . The m ain sources of these data consist of censuses of m anufactur

ing, published accounts of com panies, government accounts, foreign trade 

s ta tis tic s , and other reco rd s of capital expenditure.

According to this approach, fixed capital form ation is  defined 

as the expenditure made by en te rp rises  and general government on m achinery, 

equipment, buildings and other construction and w orks. Where s ta tis tica l

1) U .N . S tatistical Office: Studies in Methods, Series F . No. 8 , Methods of 
National Income Estim ation, (New York 1955), p. 32,
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difficulties a re  encountered, governm ent's fixed capital form ation may be 

lim ited to expenditure on buildings and other construction and w orks.

M easured in this way, fixed capital form ation is  re la ted  to the 

increase of the physical capacity of en te rp rises  as defined by business 

accountants; and of general governm ent as defined by s ta tis tic ian s .

2 .3 . The Relative M erits of the Commodity-Flow and Expenditure Approaches

1. Adoption of commodity-flow method for estim ating fixed 

capital form ation perm its:

(i) a classification of capital formation by m ajor product 

groups and industries producing the goods; and

(ii) the definition of the item s com prising capital form ation 

by the investigating sta tistic ian  ra th e r  than by business 

accountants. But, however, it  rem ains the es tim a to r 's  

problem to decide which item s or p a rts  of item s of goods 

listed , say in im port s ta tis tic s , should be included in the 

capital form ation es tim a tes . In th is resp ec t, estim ato rs 

in d ifferent countries, or different es tim ato rs  in the sam e 

country, may d iffer.

1) U .N , S tatistical Office: Studies in Methods, Series F . No. 3, Concepts 
and Definitions of Capital Form ation. (New York, July 1953) p . 10, p a r a .29.
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2. Adoption of the expenditure method, on the other hand, means 

the acceptance of business conventions in distinguishing between capital and 

cu rren t expenditures. Hence, the derivation of capital expenditure from the 

accounting data re su lts  in estim ates which:

(i) re flec t the decision of business accountants as to what 

item s constitute depreciable asse ts ;

(ii) ensure a degree of in ternal consistency in national 

income estim ates , provided that accounting data is  also 

used to define business profits and capital consumption 

provisions;

(iii) avoid the need of providing detailed definitions of capital 

expenditure as d istinct from  cu rren t expenditure in the 

instructions accompanying the questionnaires usually 

sent to  the purchasers of capital g o o d s .^

However, adoption of the accounting definitions of capital expenditure has the 

following shortcom ings:

(i) the accounting data may lead to a lack of uniform ity in 

defining capital item s as between firm s, industries and 

countries;

1) Ib id ., p a ra . 33.
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(ii) the data may lead to an understatem ent of capital form a

tion since accountants usually charge to cu rren t expenses 

the cost of item s of sm all value even if these item s have 

an expected life span that exceeds the accounting period 

(usually one year)*

Any attem pt to estim ate capital form ation in an under-developed 

country, such as Iraq, by adopting only one of the two methods, is  confronted 

with two im portant problem s. The f irs t is  that the scarc ity  of data does not 

perm it a consistent m easure; o r, in the case of the unavailability of the 

relevant inform ation, the tedious task  of locating and extracting the data.

The second problem  is  the existence of non-m onetary transactions in ru ra l 

a rea s , where capital formation draw s largely  on the d irec t contribution of 

local labour and m a teria l. This introduces an inevitable elem ent of guess

work in the imputation of values of such ac tiv ities .

Even in the urban sec to r of the economy, there a re  wide gaps 

in the inform ation necessary  for a d irec t assessm en t of capital expenditure 

made by a la rge section of the private en te rp rises  and non-profit institu tions. 

This is  due to the absence of the practice of accounting in these cases .

In view of these difficulties, it is  not possible, therefo re , to 

adapt e ither the expenditure o r the commodity-flow approach consistently 

throughout our es tim ates . Consequently, a method which can be regarded as 

a combined ’’expenditure-com m odity-flowM approach is  adopted for the
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estim ation of G ross Domestic Fixed Capital Form ation (GDFCF).

S trictly  speaking, the d irec t expenditure approach is  used for 

estim ating investment in buildings and other construction and works; w hilst 

the commodity-flow approach is  followed in estim ating investm ent in m achi- 

e ry , furniture and fixtures and transpo rt equipment. Thus, as can be seen 

from the main tables presented in this d isserta tion  (see Chapter IV) about 

75 per cent of to tal GDFCF is  m easured by the d irec t expenditure method, 

and about 25 p er cent is  m easured by the commodity-flow approach; within 

the la tte r part public capital form ation is  estim ated from the expenditure side.

The distribution of GDFCF between public and private sec to rs 

is  made by the d irec t expenditure method in the case of public capital form a

tion, and by the combined expenditure-com m odity-flow approach in the case 

of private capital form ation. The same procedure is  followed when c lassify 

ing GDFCF by industry group.

$ 3 .  VALUATION PROBLEMS

T ransactions in capital goods, as well as in other economic 

activ ities a re  usually me asured at one of severa l stages (according to the 

accounting p rac tices, which prevail in the country concerned). For example, 

we may m easure the transactions concerned with fixed capital form ation at 

the tim e of making the order; the acceptance of the o rder by the se lle r;
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shipments; physical rece ip t of the item ; issuance and rece ip t of invoice; 

date the payment due; date of actual payment; tim e of installation of the item 

in the p u rch ase r 's  p rem ises, or at any other stage.

Capital expenditure, which covers all acquisitions of new and 

used fixed a sse ts , may consist of :

1 • D eliveries of new or used fixed a sse ts  during the

enquiry y ea r.

2. A lterations, renovations or s im ila r work, completed

by others on fixed a sse ts  already held by ultim ate u se rs .

3. Work done during the enquiry year by en te rp rises  in 

producing, a ltering  o r renovating fixed asse ts  on the ir 

own account.

These types of transactions in fixed capital form ation can be 

m easured at any of the stages mentioned e a r l ie r .  The S tatistical Office of 

the United Nations, however, has proposed the adoption of the ru le  of re co rd 

ing transactions at the tim e when the transactions a re  recorded as liab ilities 

1)or a sse ts .

The valuation of w ork-in -p rogress on construction and heavy 

fixed equipment ra is e s  some difficulties because the production p rocess of 

th is type of goods usually extends over a long period, som etim es up to

1) U .N . S tatistical Office: Series F . No. 3, p . 12, p a ra . 46
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Business accountants norm ally value this type of w ork-in - 

p rogress at the cost of d irec t labour and m ateria ls  incorporated in the work 

with a percentage added for the form er to account for overheads. The range 

of overheads covered by this percentage varies  from  no addition at all (the 

d irec t cost method) to one that covers all costs such as factory overheads, 

general adm inistration, sa les costs and rese a rch  but not profits (the on-cost 

method). ^

From  a national accounting view point, w ork -in -p rogress is 

m ost conveniently m easured in te rm s of :

(i) value in place; or

(ii) payments due.

Though the form er is  the m ost appropriate from an economic standpoint, the 

la tte r can be m ore satisfac to rily  m easured when fixed capital form ation is  

estim ated by the expenditure approach.

To conclude our d iscussion on the problem s of valuation, 

since the te rm  "capital expenditure" is used here to indicate the purchase 

price plus a ll d irec t expenses connected with the acquisition of capital goods, 

it is  em phasized that all d irec t and indirect costs of providing capital funds

1) See C entral S tatistical Office, "New Contributions to Economic S tatistics", 
Second S eries, (H. M. S .O ., London, 1962) pp. 48-51.
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are  excluded from  capital expenditures and instead a re  regarded as curren t 

expenditures for two reasons :

(i) it is  difficult to obtain data on such costs and to allocate 

them between fixed and working capital;

(ii) the inclusion of these costs w ill crea te  a degree of non

com parability between government capital formation and 

capital expenditure made by private en te rp rises  out of 

retained earnings and those en te rp rises  reso rtin g  to the 

capital m arket. * ̂

$ 4 . DISTINCTION BETWEEN CAPITAL AND CURRENT EXPENDITURES; 

ALTERATIONS AND RENOVATIONS; REPAIRS AND MAINTENANCE; 

NEW AND USED ASSETS :

4.1. Capital Vs. C urrent E xpenditures:

The distinction between expenditures on capital goods and those 

on curren t goods should be made, in theory, by examining the economic life 

span of the item s for which the expenditures have been m ade. Thus, 

"expenditures for physical asse ts  having an economic life exceeding the length 

of the accounting period (which is  usually one year) should be classed as

1) U .N . S tatistical Office, Studies in Methods, Series F . No. 3, p .12, 
para . 51.
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capital form ation".*^ In practice , this c rite rio n  cannot be s tric tly  followed 

especially when the expenditure approach, which m ainly re lie s  on the data 

provided by business accountants, is  used in estim ating fixed capital form a

tion.

Business accountants som etim es depart from  the life expect

ancy c rite rio n  by posting to curren t expenditure account - instead of capital 

account -  item s which have a fairly  constant replacem ent ra te  and/or which 

are of rela tively  sm all value such as hand tools, m inor equipm ent, some 

office furniture and fix tures.

However, we may suggest that the type of account to which 

the en trie s  a re  posted be used as a guiding yardstick  of differentiating 

between capital and cu rren t expenditures. This crite rio n  has been used in 

several countries among which we may give the United States as an exam ple.

4 .2 . A lterations and Renovations Vs. R epairs and Maintenance

A lterations and renovations rep resen t additions to the stock 

of capital since they either extend the norm al life of the a sse t o r increase 

its productivity. Thus, complete replacem ent of roofs o r w alls, addition of 

s to rie s , elevator shafts o r sta irw alls for s tru c tu re s  a re  exam ples of a lte ra 

tions and renovations.

1) Ib id ., p . 12, p a ra . 52,
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R epairs and m aintenance, on the other hand, neither extend 

the economic life of the a sse t nor do they increase  its  productivity but only 

m aintain the operating efficiency of the s tru c tu re  in the original use to which 

it has been put. Hence, they ought to be trea ted  as cu rren t expenditures.

An example of th is type of expenditure is  the routine care  of the a sse t such 

as painting w alls, replacing broken s ta ir s , oiling m achinery or replacing its  

d ies, and replacing burnt-out w iring o r m inor broken p a rts .

In practice , the distinction between m ajor alterations and 

rep a ir  work is  perplexingly complicated by the difficulty involved in d isting

uishing between rep a ir  work which extends the norm al life of existing asse ts  

and that which does not. In both cases theoretical distinctions a re  drawn to 

which there  a re  not always c lea r equivalents in p rac tice . Ordinary repairing  

som etim es involves improvem ent; norm al upkeep of existing a sse ts  som e

tim es involves rep a ir  work; in neither case can the theore tica l distinction 

be applied.

Conventions of many countries in trea ting  re p a ir  work in the ir 

estim ates of capital form ation vary  in accordance with the data available.

In Norway, for example, fixed investm ent is  m easured m ainly by the 

"Commodity-flow" or output method. T his approach m eans that estim ates 

of building output has to be estim ated as the sum of the value of output of 

building m a te ria ls , net of stock changes, plus labour costs, plus profits; 

from such estim ates one cannot te ll how much of the inputs en ters  into new



100

work and how much into r e p a i r s ,^  In the U .K ., on the other hand, estim ates

of fixed capital form ation a re  compiled from d irec t re tu rn s  of expenditure

which a re  usually based on the figures in the en te rp rise ’s own accounts.

The figures thus m easure what the Inland Revenue and the Courts allow and

the en te rp rises  them selves d es ire . Since accountants do not usually

capitalize rep a irs  such expenditure (apart from grant-aided  conversions and

im provem ents to dwellings) is regarded as expenditure on cu rren t account

and not as part of fixed capital form ation. N evertheless, expenditure

figures on rep a ir  work in U .K . estim ates are  given at a footnote to the table

of g ross investm ent because :

"(a) V ariations in the amount of th is expenditure may be of 
some im portance and (b), some other countries (and the 
United Kingdomuntil 1952) tre a t such expenditure as a p a rt 
of g ross fixed capital form ation in the ir national accounts, 
and estim ates of the amount involved may thus help in te r
national com parisons. "^)

In Iraq, expenditure on rep a ir  work is  trea ted  as a part of the
3)

g ross output of the Construction Sector in National Income estim ates and 

hence we decided to show them in our estim ate of g ross fixed capital form a-

1) Dean, G ., Fixed Investment in Britain and Norway, An Experim ent in 
International Com parison, J .R .S .S .,  Series A (general), Vol. 127, Part I 
1964, p p .92-93.

2) C entral S tatistical Office, National Income and Expenditure, 1961 (H.M .S. O ., 
London 1961) p . 80.

3) Haseeb, K ,, The National Income of Iraq, 1953-1961, R . I . I .A . ; Oxford 
U niversity P ress, 1964, pp. 106-109.
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tion. But instead of m erging such expenditure with that on new construction, 

a separate  appendix is  drawn up in which we show the amount of rep a ir  work 

involved. M oreover, public expenditures on rep a ir  work a re  shown in detail 

at footnotes to the tables containing public investm ent in the relevant secto rs 

of the economy, in addition to showing the sum m ary of these expenditures in 

the appendix devoted to this purpose (that is  Appendix VII).

4 .3 , New Vs. Used Fixed A ssets

It is  som etim es desirab le , when the available data perm its to 

make a distinction between new and used fixed capital so that expenditures 

that rep resen t additions to the physical capital stock of a country can be 

separated from those that m erely  indicate changes of ownership.

New fixed capital formation may be classified  under th ree 

broad headings :

(i) Acquisitions of s tru c tu res , m achinery and equipment 

which the ultim ate u se rs  of a country have not used 

b e fo re ,^

(ii) Improvements to land and buildings.

(iii) All alterations and renovations of fixed a s se ts .

1 ) Acquisitions of capital equipment that have been used in another country 
a re  included among new fixed asse ts  when im ported by the relevant 
country.
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Used fixed asse ts , on the other hand, covers all acquisitions 

not classified as new, including s tru c tu re s  and equipment that may have been 

altered or renovated before the ir purchase.

Transactions in used asse ts  may affect dom estic fixed capital 

formation positively or negatively depending on the sec to rs  involved in the 

transaction. These effects may be sum m arized by the following points :

(i) T ran sfe rs  of used asse ts  between en te rp rises  do not 

affect total dom estic capital form ation, but tran sfe r 

costs a re  p art of new capital form ation. M oreover, 

the tran sfe rred  asse ts  a re  recorded  at the ir p rice as 

negative capital form ation of the selling en te rp rise  and 

as positive capital form ation of the en te rp rise  acquiring 

them . Capital g a in s/lo sses  which accrue as the selling . 

p rice exceeds/falls short of the net book value of the 

asse ts  do not affect capital form ation of the country as a 

whole but of the individual en te rp rises  and sec to rs  only.

(ii) T ran sfe rs  of capital a sse ts  from  en te rp rises  and civilian 

branches of general government to the household secto r 

(with the exception of dwellings) should be trea ted  as 

negative capital form ation of the country and as private 

consumption expenditure of the household sec to r.

(iii) T ran sfe rs  of physical a sse ts  from  civilian branches of
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general government to its  m ilita ry  agencies is  trea ted  

as negative capital form ation of the form er and as curren t 

expenditure of the la tte r . M ilitary expenditure for perm 

anent family dwellings, however, is  regarded  as part of 

fixed capital form ation of the country.

(iv) Land, as such is  not regarded as part of the newly

produced capital asse ts  of the country and with certain  

exceptions is  trea ted  in the sam e way as other used 

a s se ts . Reclamation of land and all durable im prove

m ents to land such as drainage, irriga tion , clearing of 

fo rests , grading . . .  e tc . ,  should, however, be included 

in capital form ation of the period when such im prove

m ents a re  m ade.

© 5 C CLASSIFICATION OF GDFCF

The U .N . S tatistical Office has recommended*^ that g ross 

capital form ation be classified  according to "Type of A sset", "S tructure" 

and "Industrial U se".

For our estim ates of GDFCF in Iraq , we have complied with

1) U .N . S tatistical Office: Studies in Methods, Series F . No. 3, p .17 .
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the above recom m endation, but have extended the classification  further by 

splitting "M achinery and other equipment" into "M achinery and Equipment 

proper" and "Furn itu re and fix tu res". We have also sub-classified  the 

estim ates by "Industry Group" and "Type of A sset" . The "Structure" of 

GDFCF, or what we call here  "Type of Purchaser" is  further sub-classified 

by "type of a s se t" .

5 .1 . C lassification of GDFCF by Type of Asset

1. Building :

(a) Dwellings

(b) N on-Residential Buildings.

2. Other Construction and W orks.

3. M achinery and other Equipment:

(i) Machinery and Equipment

(ii) Furniture and F ix tu res.

4. T ransport Equipment.

Dwellings (item 1(a))

This item  includes all residen tia l buildings not operated on 

purely tran sien t b ases . It rep resen ts  all expenditures on new construction 

and m ajor alterations and renovations to residen tia l buildings. The value of 

the change in w ork-in -p rogress is  also included.
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By the te rm  "a ll expenditures", is  meant all cost of making 

the dwelling unit habitable, such as the cost of perm anent fixtures (plumbing, 

stoves, heating, washing facilities, e tc .)  and in ternal and external painting. 

The value of land on which the structu re  is  erec ted  is  excluded. Further 

details on the definition, scope and coverage of capital form ation in th is item 

are  given in Chapter XIII below.

N on-Residential Buildings (item 1 (b))

Under th is heading, all buildings - other than dwellings - 

which a re  constructed for civilian functions of general government, public 

and private en te rp rises  and non-profit institutions are  included. Thus, 

industria l buildings; w arehouses ; office buildings ; hotels; restau ran ts; 

s to res; farm  buildings; churches, mosques and other buildings for religious 

purposes; schools, hospitals and other buildings for recrea tiona l and social 

purposes a re  all included. Movable equipments which do not constitute 

in tegral p arts  of the s truc tu re  a re  not included under this heading.

Other Construction and V/orks (item 2)

This item  com prises all expenditures by general government, 

private and public en te rp rises  and private non-profit institutions on construc

tion, other than dwellings and non-residen tial buildings. The following are  

examples of the asse ts  included under th is heading :



106

1. Permanent railw ays

2. Subways, tunnels and viaducts

3. M arine construction, other than shipbuilding

4. P iers, docks, navigational and other harbour facilities

5. Athletic fields, parks and the like

6 . W ater supply pipes, re se rv o ir  and sanitation projects

7. E lectricity  transm ission  lines

8 . Gas m ains and pipes

9. Pipe lines for crude oil and gas

10. Telephonic, telegraphic and other communications system s

11. Grain silos

12* A irports and a irc ra ft hangars

13* Roads, bridges, cu lverts, s tre e ts , sew ers and w ater

ways

14. Expenditures for drainage and other im provem ents of 

land, reclam ation and the like, as well as expenditure 

on ae ria l and general surveys of agricu ltu ral land. 

Expenditures on the construction of dam s, re se rv o irs , 

re-affo resta tion  and a rte s ian  w ells a re  also included.
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M achinery and Other Equipment (item 3)

(i) Machinery and Equipment (item 3(i))

This item  includes all types of m achinery and equipment 

acquired by Government and private and public en te rp rises , such as ag ri

cultural m achinery; tra c to rs  (other than those used for road haulage); 

machines used for m etal work, mining, construction, and industrial m achi

nery; scientific equipment; power generating m otors, e tc . D etails of 

m achinery and equipment covered by this heading a re  given in Appendix II 

Table 1.

(ii) Furniture and F ix tures (item 3(11))

This item , which usually is  m erged with item  3(i) in the tables 

recom m ended by the U .N . S tatistical Office, is  given here  separate ly  from 

m achinery and equipment for several reaso n s. One of the reasons is  that 

the estim ation procedure of capital form ation in furniture and fixtures is 

different from  that of m achinery and equipment. Another reason  is  that 

since the p rice indices of furniture and fix tures and m achinery and equipment 

a re  moving in the opposite d irection, as shown in Table II- 6  below, then 

unless these two item s are  deflated separate ly , each by its  p roper deflator, 

the GFCF in "M achinery and Other Equipment" at constant p rices w ill be 

d isto rted .

The item  covers furniture and fix tures acquired by Government 

and business en te rp rise s . It does not include the acquisition of furniture and
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fix tures by households and m ilita ry  branches of the Government. It includes 

expenditure on furniture of all kinds, typew riters, and other office equipment. 

D etails of item s included under th is heading are  given in Appendix III, Table 1.

T ransport Equipment (item 4)

All expenditure by Government (civilian branches only) and 

private and public en terp rises  on the acquisition of ships, m otor c a rs , a i r 

craft, trucks and com m ercial vehicles, vehicles used for transpo rt system s, 

tra c to rs  for road haulage, railw ay and tram way ro lling stocks, and loco

motives a re  included under this heading. D etails of tran sp o rt equipment 

a re  given in Appendix IV, Table 1.

5 .2 , C lassification of GDFCF by Type of A sset and Type of Purchaser ^

1. Buildings:

(a) Private E n terp rises and Non-Profit Institutions

(b) Public E n terp rises

(c) G eneral Government

2, Other Construction and Works :

(a) Private E n terp rises and Non-Profit Institutions

1) F or the definitions of public and private en te rp rises  and general govern
m ent, see Chapter III, Part Two, Section C.
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(b) Public E n terp rises

(c) General Government

3. M achinery and Other Equipment :

(a) Private E n terp rises and Non-Profit Institutions

(b) Public E n terp rises 

(c/i G eneral Government

4. T ransport Equipment:

(a) Private E n terp rises and Non-Profit Institutions

(b) Public E n terp rises

(c) G eneral Government

5 .3 . C lassification of GDFCF by Industry Group*^

GFCF in :

1. Agriculture

2 . Mining and Quarrying

3. Manufacturing

4. Construction

5. E lec tric ity  and W ater

6 . T ransportation, Storage and Communications

1) F o r detailed definition of each industry group see the ir relevant chapters



110

7. Wholesale and Retail T rade

8 . Banking and Insurance

9. Ownership of Dwellings

10 . Public Adm inistration

11. Serv ices.

$ 6 . MEASUREMENT OF GDFCF IN REAL TERMS

It is  natural enough that a com parable presentation of the 

GDFCF estim ates in a system atic form cannot be considered unless each 

component of the GDFCF is  adjusted for p rice changes and expressed  in 

constant p r ic e s .

The term  ’’constant p rices" means that the effect of p rice 

fluctuation is  elim inated from the magnitude of capital form ation throughout 

the period of the study by either deflating the figures by a suitable p rice 

index or by expressing all the quantities in p rices of a chosen base period.

For our estim ates, however, we decided to use the deflation 

method ra th e r than the d irec t cost procedure because of the scarc ity  of data 

on the cost of each type of capital goods.

The year 1957 is chosen as base, and the deflation of GDFCF
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to the p rices of this year is  made by four price in d ices .^  Each index is 

specially compiled for a particu lar component of GDFCF.

The compilation of these indices is  according to Paache's

formula:

£ piQi , where i = 1, 2, 3, . . .  6 .
XFjQ,

These indices a re  :
% •

6 .1 . Price Index of Building M aterials

The official p rice index of building m a te ria ls , with Decem ber 

1938-August 1939 as base, was switched to 1957. Since th is index does not

cover cem ent, we compiled a separate  p rice index for cem ent used in

 2 )   ■ ■

dom estic construction. Both indices w ere then combined together and

their weighted average was used as the deflator for GFCF in "Buildings" and

"O ther Construction and W orks". The weights being the percentage contribu

tion of the value of cement and of building m ateria ls  (other than cement) to

total inputs used in dom estic construction during 1960-1962 as follows :

1) See Tables II-2  and II- 6  below.

2) The cross-value m atrix  of cement used in dom estic construction is  given 
in Appendix VI Table 1.



TABLE II - 1

CONSTRUCTION: M aterial Inputs 1960 - 1962

i 960 1961 1962

ID 000 f ID 000 $ ID 000 d1°

1 Cement 5123 15 5700 14 4994 13

2 Other Building 
M aternal s 29617 85 36049 86 35569 8?

TOTAL Inpu ts : 34740 100 41749 100 40563 100

Sources: Kanaan, T .H ., Input-Output and Social Accounts of Iraq  1960-1963, 
M inistry of Planning, Baghdad, September 1965, Table A 1015-14.

Since it is  unlikely that the proportional im portance of these 

building m ateria ls  fluctuate g reatly  over short periods, the p rice  index of 

cem ent and that of building m ateria ls  w ere given 15% and 85%, respectively , 

as weight throughout the period 1957-1962.

Table II-2 shows the official p rice index of building m ateria ls , 

the p rice index of cement, and th e ir weighted average.



1X3

CsJ
I

HH

9
tr-

3

CM

o\
H

ON
tv-ON
v o

c o
«

o
oH

rHOH
O
o

HNO
ONiH NO

oH

00
e

NO
ON

VO
O

COO
iH

o
NO
On

-3- o NO CM
• • • •

NO VO ON •3*
CM o ON O

NO iH r-f

O nVO
ON

VO
•

CM
ONVO

ON
On

CM
ON

00
O n

00VO
ON
iH

NO

00
COvo

CO
o
ON

t>-
£

VO
»

ON
00

IN-
VO
ON
H

CO O O O
’ • ' • •

NO o o o
ON o o o
VO rH H 1—1

bO
Pi

•H
73
H
•H

&

O

S
H

©
O

£
<d

•rl *H 
O Pi 

•H © 
<H -P

o
O
O

* r v
CO

o Pi rH
H o *H II

73 IN- 
© v oto On 
P* <dr

II

o
H

II

§

ONCO •p  PI
CM

ON IN- Pi oi—! VO © »H ch
ON £  -P O• H © O

bfl O  p ©
3 O u bO

d{ -P «H -P cti

1 73
o  to 

PI
P i
©

© X o >
00 X © o etf
CO O 73
ON •P , c  o 73
H *H H  -H ©

•
•p

© to
-P
X

o o  © bD

& *H 6 •H
rH -M O ©pH

CM CO -cj-

NO

VO
00

p;
©
>

to
•H

X
©

CM

©
Pi
©

■s

c?

loj

d H 

pT4

O

©

£

bQ
C

•H10 
2

B
U
©

-P

©

£
73
©

rH
•H

&
<3

•HO
•rl
<H

o
©X

-p

©

Is
-p

bJJ•H
Stocti

VO
iH

PI
©

4
in•H

-P
Pi
©

©o
«HO
X
©

§
©
o

©
£

**

Th
e 

w
ei

gh
ts

 
re

pr
es

en
t 

th
e 

va
lu

e 
of 

ce
m

en
t 

and
 

of 
ot

he
r 

bu
ild

in
g 

m
at

er
ia

ls
 

as 
pe

rc
en

ta
ge

 
of 

to
ta

l 
va

lu
e 

of 
bu

ild
in

g 
m

at
er

ia
ls

 
(t

ot
al

 
in

pu
ts

) 
us

ed
 

in 
co

ns
tr

uc
ti

on
, 

wh
ich

 
w

er
e 

de
ri

ve
d 

fro
m 

th
e 

in
pu

t-
ou

tp
ut

 
ta

bl
es

 
of

. 
Ir

aq
.



6 .2 . Price Index of Machinery and Equipment*^

This index is  used to deflate GFCF in "M achinery and Equip

m ent". It is  compiled on the basis of inform ation derived from  im port 

s ta tis tic s  of m achinery and equipment.

The index covers 81 out of 110 types of m achinery and equip

m ent im ported during the period 1957-1962. Total value of the covered item s 

rep resen ts  about 93 per cent of total value of im ported m achinery and equip

ment included in GDFCF as shown in Table II-3 below.

TABLE II-3

MACHINERY AND EQUIPMENT 

(ID 000)

Year
c . i . f .  Value o f Total 
Im ports o f Machinery 

and Equipment*
(1 )

c . i . f .  Value o f 
Machinery & Equipment 
covered by the Index 

( 2 )

Ratio of
( 2 ) t (1 )

f
( 3 )

1957 17090.7 15917.8 93.1
1958 12925.5 11541.4 89.3
1959 10957.7 9938.1 90.7
I 960 12113.1 11628.9 96.0
1961 15020.9 13505.1 89.9
1962 16027.4 15524.6 96.9

* including im ports of the oil com panies.

1) The c ro ss  value m atrix  of im ported m achinery and equipment during 1957- 
1962 is  given in Appendix VI Table 2.
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Since there  was no change in the ra te  of im port duties on this 

type of capital goods and the m arking-up of the figures rem ained the same 

during the period under review, the c . i . f .  value of each type of m achinery 

and equipment was used throughout the calculation procedure of this index.

1)6 .3 . Price Index of Furniture and F ixtures

This index is  used for the deflation of GFCF in "Furniture and 

F ix tu res" . Its compilation is based on im port s ta tis tic s  of furniture and 

fixtures shown in Appendix III.

S im ilar to the index of "M achinery and Equipment", its  ca l

culation is  based on the c . i . f .  value of im ported furniture and fixtures, 

since neither the ra te  of im port duties nor the m arking-up of the figures 

have changed throughout the period 1957-1962.

It is  to be observed, however, that this type of goods is not 

only im ported, but dom estically made as well; which m eans that a proper 

p rice index should also take account of the la tte r type. But, due to the lack 

of inform ation, on the quantities of dom estically made furn iture and fixtures, 

we assum ed that variation in their p rices is  s im ila r to the variation in the 

p rices of im ported furniture and fixtures; an assum ption which is not 

unlikely.

1) The cross-value  m atrix  of im ported furniture and fix tures is  given in 
Appendix VI Table 3.
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Table II-4 below shows that p ractically  th is index covers all 

the im ported item s which are  classified  as furniture and fix tures.

TABLE II—4 

FURNITURE AND FIXTURES

(ID 000)

Year

c . i . f .  Value o f 
Total Im ports o f 

F u rn itu re  & F ix tu res*

(1 )

c . i . f .  Value of 
Imported F u rn itu re  
& F ix tu res  covered 

by the  Index 
( 2 )

Ratio o f 
( 2 ) 1 (1 )

$
( 3 )

1957 2156.0 213(4..3 99.0
1958 2493*4 2485.6 99.7
1959 2153.3 2140.4 99.4
i 960 3290.9 3281.2 99.7
1961 3198.3 3185.5 99.6
1962 2917.5 2909.0 99.7

* including im ports of oil com panies.

6 .4 . Price Index of T ransport Equipment*^

This index is used for the deflation of GFCF in "T ransport 

Equipment". Its calculation and source of data are  sim ila r to that of 

Machinery and Equipment and Furniture and F ix tu res.

1) The cross-value  m atrix  of imported transport equipment is-given in
Appendix VI Tables 4 and 5. The form er shows the cross-valuation  after 
adjustment for changes in im port duties, while the la tte r  gives the c ro ss 
valuation on the c . i . f .  b as is .
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An exception to this s im ila rity , however, is  that the c . i . f ,  

values of transport equipment are  adjusted for the changes in the ra te s  of 

im port duties during the period of this study, w here the ra te  of im port duties 

on m ost transport equipment (especially m otor ca rs) has changed after 1958.

The index covers 15 out of 32 item s of im ported transpo rt 

equipment. T heir c .i .f*  value constitutes about 81 per cent of to tal c . i . f .  

value of tran sp o rt equipment, as shown in Table I I-5 below.

TABLE II-5 

TRANSPORT EQUIPMENT 

(ID 000)

c . i . f .  Value of Total 
Im ports of Transport 

Equipment*

(1 )

c . i . f .  Value of 
Imported T ransport 

Equipment covered 
by the  Index

( 2 )

Ratio of 
(2) J (1)

(3)

1957 8 0 2 7 .6 7 5 2 3 .5 93.7
1958 7 3 0 1 .2 6 9 6 2 .5 95 .^
1959 5 9 6 5 .5 4 4 0 1 .2 73.8
i 960 8217.6 6 7 4 3 .6 82.1
1961 10335.6 7 2 6 6 .8 70.3
1 9 6 2 3374.5 6 0 0 3 .5 71.7

* including oil companies im ports.
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TABLE H -6

PRICE INDEX NUMBERS OF IMPORTED CAPITAL EQUIPMENT

Year
P rice  Index o f 
Machinery and 

Equipment
1957 = 100

P rice  Index o f 
T ransport 
Equipment
1957 = 100

P rice Index of 
F u rn itu re  and 

F ix tu res
1957 = 100

1957 100.0 100.0 100.0

1958 102.7 103.6 97-0

1959 107.2 113-3 ■91.7

i960 102.6 116.4 93.0

1961 103.^ 114.7 86.7

1962 102.2 118.4 84.3

Sources? These P rice  Ind ices are  compiled by the  w r i te r  in  the 
manner described  above.

* * * * *



119

CH A PTER  III

SOURCES AND METHODS OF ESTIMATION

A study of the s ta tis tica l sources and methods underlying the 

p resen t estim ate of GDFCF is of in te rest for two main reaso n s. F irs t, it 

provides a basis for judging whether the estim ates are  accurate enough for 

any given use to which they may be put. Second, it provides a framework 

for future estim ates in this field.

This chapter, therefore, is designed to review , in Part One, 

the m ajor data sources from which the estim ates a re  m ade. Part Two is 

devoted to a detailed exposition of the sta tistica l methodology by which the 

p rim ary  data are  fused in preparing the GDFCF.
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PA R T  ONE 

STATISTICAL SOURCES

In estim ating the GDFCF in Iraq  many sta tis tica l sources of 

various kinds in varying degrees of development w ere utilized. Some of 

these are  published by the Central Bureau of S tatistics, some by other 

Government departm ents, and others unpublished which proved to be very 

useful.

This part deals with the m ajor s ta tis tica l sources which w ere 

relied  upon at every step of the estim ating procedure. Additional information 

was also utilized, but it is  im possible either to generalize effectively about 

the sources or to enum erate them exhaustively; what follows is  a com prom ise.

The main sources of data are  the following:

$  1. STATISTICS OF BUILDING PERMITS

These s ta tis tic s  a re  published annually by the CBS. They 

constituted the only source for estim ating Private GFCF in residen tia l and 

non-residential buildings. The nature and re liab ility  of these sta tis tics  a re  

fully d scu ssed  in Chapter XIII below when we deal with the capital formation 

in ’’Ownership of Dwellings” .
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% 2. FOREIGN TRADE STATISTICS (FTS)

This source Js of considerable im portance for our estim ates 

of total GFCF in "M achinery and other Equipment" and "T ransport Equip

ment" •

The CBS annually compiles and publishes the s ta tis tic s  of 

im ports, exports, re -ex p o rts , exports of local products, and tran s it s ta te 

m ents of Iraq , The s ta tis tic s  are  for calendar y ea rs . Im ports of the Oil 

Companies, though embodied in im port figures, a re  given separately  in the 

detailed im port statem ents. M oreover, when the im ports a re  for Govern

ment civilian branches the FTS show that clearly* but im ports by the Govern

ment m ilita ry  authorities a re  not included.

The classification of Iraq 's  FTS is  made according to the "Law 

of Customs T arriff""^ which gives the necessary  details: the origin, value, 

quantity - whether weight or number - of each commodity.

Since our prim e concern is the im port of capital goods, the 

FTS provided us with a rich  source of inform ation from which we w ere able 

to derive the im port of 110 types of m achinery and equipment (See Appendix II);

1) D irectorate-G eneral of Customs and Excise; Law of Customs T a rriff  
No. 77 of 1955 as amended by The F irs t Amendment Law No, 4 of 1956; 

(Government P ress, Baghdad 1956) (in Arabic and English),
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32 types of transpo rt equipment (See Appendix IV); and 21 types of item s 

classified as furniture and fixtures (See Appendix III), Im ports of "Parts 

and A ccessories" of capital goods a re , on the whole, shown separately  from 

the goods them selves.

The valuation of im ports is on a c . i . f .  (cost, insurance and 

freight) basis , plus landing charges. This method has the advantage that 

ad valorem  duties are  assessed  on the basis of a value m ore closely com par

able to dom estic value than an F .O .B . type of valuation, ^

However, from  1960 onwards, the CBS claim s that the valua

tion of im ports is on the C. & F . b as is . But our thorough investigation 

revealed that this claim is not justified, and the value of im ports shown in 

the FTS is  calculated on the c . i . f .  b as is . F irs t ,  there is an obvious con tra

diction between the claim s in the FTS of 1959 and 1960 regarding the im port 

s ta tis tics  of 1959. The figures given in both bulletins w ere identical, but 

surprisingly , it is  claim ed that the figures in the 1959 bulletin w ere on the 

c . i . f .  valuation basis; while the figures in the 1960 bulletin w ere on the 

C .& F .

Second, in comparing im port figures for 1960, 1961, and 1962, 

which are given in the FTS with their counterparts in the United Nations'

1) International T rade S tatistics; Edited by R .G .D . Allen and J. E. Ely, 
(W hitefriars P ress, London 1953) Ch. 5, p ,8 7 .
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Yearbook of International T rade S tatistics, we found that the figures w ere 

identical, but the CBS claim s that th e ir figures a re  on the C.& F . valuation 

b asis , while the United Nations' a re  on the c . i . f .

T hird, on a v isit to Iraq in the sum m er of 1965, several 

im port documents w ere examined in the D irectorate-G eneral of Customs and 

Excise and the CBS. The examination revealed that although the value of 

im ports shown in the original im port documents is on the C. & F . basis , the 

value supplied to the CBS is inclusive of insurance paid on these im ports.

This is  so, because the Customs authorities add insurance to the C.& F . 

value before assessing  im port duties, which a re  levied on the c . i . f .  value of 

im ports, not the C.& F.

R e-E x p o rts : Unlike the im ports, re -ex p o rt figures given in 

the FTS of Iraq do not distinguish between p arts  and accesso ries  and capital 

goods p roper. An inquiry made to the D irectorate-G eneral of Im ports and 

Exports in Baghdad regarding the nature of Iraq 's  re -ex p o rts  revealed that 

alm ost all the re -ex p o rts  consist of "Parts and accesso ries"  of capital goods 

and some consum ers' durab les. Thus, since the definition of GFCF adopted 

in th is study neither includes parts  and accesso ries , nor conusmers* durables, 

im port figures of capital goods need no adjustm ent.

Reliability of the FTS. The re liab ility  of im port s ta tis tics , 

especially of m achinery and equipment, is  som etim es questioned on the 

grounds that since m ost of these goods a re  either exempted from  im port



duties, or the duties are  very  low, illegal arrangem ents between the Iraqi 

im porter and the foreign exporter may exist in o rder to smuggle finance out 

of the country. This could be done through the over-valuation of im ports 

and thus enabling the im porter to build up h is own foreign exchange reso u rce s .

This c ritic ism  does not seem  to be tenable, because when 

th is m achinery and equipment is d irec tly  im ported by the u se rs  them selves, 

as Us* done in many cases, then there is no reason  why the im porter should 

smuggle h is money outside the country and at the sam e tim e make capital 

investm ent inside the country. M oreover, when the im porters a re  the stock 

companies or companies with lim ited liab ilities , where the ownership is  not 

confined to one person, it is  doubtful whether they inflate th e ir  im port docu

ments in o rder to smuggle the shareholders* money outside the country; a 

r isk  which benefits no one in p articu lar.

It is  to be noted, however, that although im port reco rds in the 

FTS are  of good reliab ility , they suffer from  serious descrepancies when the 

aggregates of various item s are  considered. These d iscrepancies are  mainly 

due to the fact that when the final tabulations a re  sent to the p re ss , they are  

never checked against m isprin t before publication. Thus, the investigator 

should be on his guard against using ’’to ta ls" of im ports as given in the FTS

1) Kanaan, T .H .,  Input-Output and Social Accounts of Iraq , 1960-1963, 
M inistry of Planning, Baghdad, September 1965, Ch.V, ppf2-3 .
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before checking.

$  3. PUBLIC ACCOUNTS

The term  "Public Accounts" re fe rs  to the accounts of all 

Government agencies, whether the ir functions a re  purely adm inistrative or 

com m ercial.

These accounts constitute the only source of inform ation for 

estim ating Public GFCF. T heir details help to classify  Public GFCF not only 

by type of a sse t, but by the industry group too. They are  described under 

the following headings :

3.1. The Development Budgets (DB)

These budgets give details of Government capital expenditure 

on projects which are  covered by the various Development Plans.

Each y e a r 's  Development Budget is  published in the Annual 

Report of the D irectorate-G eneral of Accounts, of the M inistry of Finance, 

but usually a two year tim e-lag  exists between the date of publication of this 

report and the year to which the budget r e fe r s .

M oreover, these accounts a re  for fiscal y ea rs , i . e .  April - 

March, and what expenditure figures actually rep resen t is  the amount paid to 

contractors during the year ra th e r than an exact valuation of the actual
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accom plishm ent of w orks. Hence, they ought to be adjusted for a certain  

tim e-lag . In discussing this point with officials of the M inistry of Finance, 

a sa tisfac to ry  answer was not given to our inquiry about the relevance of these 

expenditures to the volume of work done during the fiscal year, but we were 

assu red  that there  is a reasonably close relation  between the two.

N evertheless, we assum ed that a three-m onth tim e-lag  does 

exist between the volume of work done and the subsequent Government pay

m ents to con tracto rs. Thus expenditure during A pril-M arch is taken as 

equivalent to capital work ca rried  out during January-D ecem ber. In other 

w ords, Government capital expenditure during a fiscal year, say 1957/1958, 

is  considered as expenditure during the calendar year 1957.

In so far as the ir re liab ility  is  concerned, these budgets are  

highly reliab le  because they constitute one of the m ost im portant documents 

on Government operations on the one hand, and because they a re  subject to 

qualified auditing on the other hand.

3 .2 . The Ordinary Budgets (OB)

The Ordinary Budgets a re  those which rep resen t the operations 

of the C entral Government. Other than expenditure on tran sp o rt equipment, 

furniture and fix tures, and the expenditure of the "Post Office" on the 

construction of communications system s, the OB can be considered in general 

as represen ting  the operations of the C entral Government on cu rren t account.
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Like the Development Budgets, they a re  published by the 

D irecto ra te-G eneral of Accounts in its  Annual Reports on the Iraqi State 

Accounts for the relevant fiscal y ea r. T here is , also , a tw o-year tim e-lag  

in the publication of these rep o rts . T heir re liab ility  is  s im ila r to  that of 

the Development Budgets.

3 .3 . Local A dm inistrations" Capital Expenditure

Records of the capital expenditure (as well as other form s of 

expenditure and revenues) of the Local A dm inistration in each L iw a (Province) 

are  kept at the M inistry of In terior in Baghdad. These accounts a re  not 

published and even the available reco rd s are  in a disorganized form .

However, to make the best out of the bad job, it was possible, 

a fte r strenuous efforts, to rec lassify  these reco rds and derive these Admin

istra tions capital expenditure during the period of the p resen t study.

3 .4 . M unicipalities' Capital Expenditure

The unpublished accounts of nearly  220 m unicipalities, all 

over the country, a re  kept at the M inistry of Municipal and R ural A ffairs.

The accounts of the Capital Municipality (Amanet al-A sim a), on the other 

hand, a re  kept both at the above M inistry and at Amanet al-A sim a itse lf, 

though the la tte r  keeps m ore detailed statem ents on its  capital expenditure.

The capital expenditures of these m unicipalities a re  given in
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enough detail and sophistication to make them as re liab le  as the Development 

Budgets.

3 .5 . Baghdad Sewage Services* (BSS) Capital Expenditure

The annual final (closed) accounts of the BSS a re  published in 

the Governments' Official G azette. Every se t of accounts consists of the 

Balance Sheet, the Revenue and Expenditure Accounts, and detailed statem ent 

of the annual capital expenditure on the BSS* various p ro jec ts . Besides these 

published accounts it  was possible to ascerta in  from the BSS d irec tly  the ir 

capital expenditure which is  financed from the Development Budgets.

These accounts, compared with that of the M unicipalities, for 

example, enjoy a higher degree of re liab ility  because they a re  subject to 

auditing by qualified chartered  accountants.

3 .6 . Public E n te rp rises ' Accounts

These accounts a re  of the sam e nature as those of the Develop

ment Budgets or the Ordinary Budgets. They a re  subject, according to the 

Law, to qualified auditing. Their detailed capital expenditure, which we 

w ere able to obtain in addition to th e ir final (closed) accounts, rep resen ts  

actual expenditure during the y ea r. These en te rp rises  may be classified  

a p r io ri, as follows:

(i) Government Oil R efineries Adm inistration (GORA)
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(ii) E lectric ity  and W ater Boards

(iii) Iraqi Ports A dm inistration

(iv) Iraqi Railways Adm inistration

(v) Public T ransport (Bus) Services

(vi) The Grain Board

(vii) The Tobacco Monopoly Adm inistration

(viii) Government Manufacturing Establishm ents (other than
GORA).

Rem arks on Public Accounts:

1. It is  of utm ost im por tance:t o' indicate: at th is stage that in 

calculating Public GFCF from public accounts, a m ajor problem  is  encountered. 

T his is  due to the interdependence between the Development Budgets and the 

capital expenditure of some Government Agencies, especially  Public E n ter

p r is e s . In many cases, it was found that expenditure on, say project X, 

which is  recorded in the Development Budget as actual expenditure, is  also 

recorded  in the accounts of a certain  public en terp rise  (to whom the project 

belongs) as actual expenditure. The two figures may or may not be identical.

In other cases , it was discovered that what is  called actual expenditure in 

the DB on, say Railway Projects, rep resen ted  no m ore than advance payments 

to the Railways Adm inistration to finance pro jects drawn up in the develop

ment plans and executed by the A dm inistration itse lf . The la tte r 's  capital 

expenditure usually excee ded the amount received from  the Development 

Board. The following example may elucidate this point.
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The Development Budget for 1957 shows the amount of 

ID 738,028 as an actual expenditure on railw ay projects; while the Railway's 

Budget for 1957 shows the sam e figure in the liab ilities side under Advance 

by the Development Board for Capital and M ajor Development Schemes. In 

the sam e year, the capital expenditure of the Railways A dm inistration (shown 

in th e ir  accounts) amounted to ED 1 .2 m ., thus exceeding the amount received 

from  the Board.

T his, however, is  one of severa l cases in which double - 

counting may occur should the investigator take into consideration both the 

Development Board's capital expenditure and that of the agency to whom the 

pro ject belongs.

To avoid double-counting, therefo re , the capital expenditure 

should be accounted at one end: either the Development Budget or the budget 

of the particu lar agency. But to achieve accuracy and detailed breakdown of 

the expenditure, it is preferable to re ly  on the accounts of the agency ra th e r 

than the DB in th is resp ec t. This procedure is  followed in th is study.

2. Certain expenditures given in the Development Budgets as part 

of Governm ent's capital outlay on various p ro jects appeared to be of a cu rren t 

natu re , and hence w ere discarded in their en tire ty  from the presen t estim ate 

of GDFCF. Regular maintenance of a rtesian  w ells, of m achines, expen

d itu res  on books and maps a re  good exam ples. Expenditures given under the 

head "M inistry of D efence's P ro jects” are  also excluded.
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$  4 . OIL COMPANIES* ACCOUNTS

The capital expenditure of the th ree  Oil Companies (IPC, MPC, 

and BPC) operating in Iraq w ere obtained from  th e ir London office. They 

contained detailed statem ents of the Companies1 annual additions to the ir 

stock of capital, classified  according to the type of a s se ts . These accounts, 

supplemented by the Companies' im ports of m achinery and equipment (See 

Appendix II Table 13), constituted the basis for estim ating GFCF in Crude 

Oil Extraction. The utilization of these accounts and the ir re liab ility  is  

dealt with in Chapter VI where the GFCF in Mining and Q uarrying is described.

$  5. PRIVATE ENTERPRISES' FINAL ACCOUNTS (COMPANY ACCOUNTS)

During the v isit to Iraq, the final (closed) accounts of m ore 

than 250 private en terp rises  for the period 1956-1962 w ere collected.

Out of the 250 establishm ents, 155 a re  in the "M anufacturing1” 

sector; the rem ainder a re  in other sec to rs  of the economy such as T ra n s 

portation, T rade, Mining. The accounts of 40 of these establishm ents w ere 

obtained from  the Federation of Iraqi Industries. The r e s t  w ere collected 

from  several Government departm ents and m in is tries , depending on the legal 

form s of these establishm ents. Thus, the accounts of stock companies and
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companies with lim ited liab ilities w ere obtained from the D irectorate  - 

General of Registration and Supervision of Companies (DGRSC) upon payment 

of certa in  fees* Also, it was discovered that the sam e information can be 

obtained from  the "Reviews of DGRCS" published weekly* For Collective 

and Commandite m anufacturing establishm ents, the accounts w ere collected 

from the D irectorate-G eneral of Development of National Industries (DGDNI)* 

From  the la tte r, detailed inform ation about the types of m achines used in 

various industrial activ ities w ere also collected. This inform ation is 

usually required  by the DGDNI from each establishm ent applying for a licence 

of exemption from im port duties on the ir raw  m a te ria ls .

In so far as the reliab ility  of these accounts is  concerned, on 

the whole, they a re  highly re liab le , especially  when the accounts pertain  to 

stock companies and companies with lim ited liab ilities . But in the case of 

collective, commandite and individual companies the ir final accounts do not 

reflec t an accurate picture of the ir investm ent in fixed a sse ts , especially 

those which a re  collected from  the DGDNI. The reason  is  that they som e

tim es overstate th e ir invested capital and the ir profit in o rder to show that 

the ir positions a re  in conformity with the conditions required  to obtain the 

licence re fe rre d  to e a r l ie r .

N evertheless, these accounts, supplemented by other 

inform ation, proved to be very  useful for our purpose. They provided the 

tool to assign certa in  im ported m achines to the ir relevant industry group.
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They are  also used in deriving the GFCF of 155 m anufacturing establishm ents, 

whose g ross output accounted for m ore than 40 per cent of to tal g ross output 

of the Manufacturing Sector during 1957 and 1962.

$ 6. BANKS AND INSURANCE COMPANIES' CAPITAL EXPENDITURE

The capital expenditure of these institutions was d irectly  

obtained with the help of the C entral Bank of Iraq (CBI), through a special 

questionnaire p repared  for our purpose. More details a re  given in Chapter 

XII where the GFCF in Banking and Insurance is  d iscussed .

$  7. OTHER ECONOMIC STATISTICS

H aseeb's National Income E stim ates; Kanaan's Input-Output 

Study; the T ransport Census of 1957; the Industrial Censuses of 1954, 1960, 

1961 and 1962; the A gricultural and Livestock Censuses of 1953/54 and of 

1958/59; and other official and unofficial s ta tis tic s  w ere all employed in 

estim ating certain  variables of the GDFCF. Reference to these sources will 

be made throughout the study whenever applicable.
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Chapter III PART TWO

METHODS OF ESTIMATION

This part is  designed to provide a detailed exposition of the 

sta tis tica l methodology by which we fuse the p rim ary  data in preparing the 

GDFCF estim ates in Iraq .

The estim ating procedure is  neither a m echanical job of adding 

up a lot of reported  figures, nor a question of employing complex sta tis tica l 

and m athem atical techniques* It is  simply the evaluation of the conflicting 

evidence, the filling of gaps on the b a s is  of partia l evidence or using one's 

own judgment. The whole process is  ra th e r a strenuous one. For the final 

estim ates, avoiding double counting, cannot be obtained unless a complex 

step-by-step  procedure is  adopted to stream line the basic data.

In order to utilize the available source m ateria l as intensively 

as possible, the estim ating procedure was broken down into as many detailed 

steps as w ere required  to a rriv e  at the estim ates presented in this and sub

sequent chap ters. The detailed incorporation of all available source data 

contributes to the re liab ility  of the presen t estim ates .

The estim ating methods a re  described under the following
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sections :

Section A : Estim ation and C lassification of GDFCF by Type of A sset, 

Section B : Estim ation and C lassification of GDFCF by Industry 

Group*

Section C : Estim ation and C lassification of GDFCF by Type of 

Purchaser.

1) Note: the estim ates shown in the various tab les a re  exclusive of expen
diture on rep a ir  w ork. For the Private Sector, the expenditure is  shown 
in Appendix VII Table 1. The Public S ecto r's  expenditure on rep a ir  and 
m aintenance and on construction for m ilita ry  purposes is also shown in 
Appendix VII Table 2.
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S e c t i o n  A : Estim ation and C lassification of DGFCF by 
___________T y p e  o f A s s e t _____________

The f irs t step in the actual estim ation procedure was the 

drawing up of a Control Total for each component of GDFCF, sub-divided 

between the Public and the Private Sectors. The aggregate of these com

ponents w ill add up to the to tal GDFCF classified  by type of a sse t.

One advantage of this procedure is that the sub-division of each 

type of asse t among severa l secto rs (industry groups) of the economy will be 

checked by its  ’’Control Total” . Another advantage is  that these ’’Control 

T otals” elim inate, to a g rea t extent, the possibility of over or under es tim a t

ing the country’s capital form ation, which could occur if the estim ation w ere 

made for each industry group separate ly .

$ 1. THE CONTROL TOTAL OF GFCF IN BUILDING CONSTRUCTION

1.1. Residential Buildings (Dwellings)

The sources and methods of estim ating GFCF in these item s 

are  fully described in Chapter XIII. The sum m ary of the estim ate is shown 

in Table XIII-4. It is  to be noted that Government expenditure on the construc

tion of dwellings is  considered as part of the capital form ation of the private 

secto r because, as pointed out in Chapter XIII, these dwellings are  used by
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private individuals and eventually become the ir own property  after repaying 

th e ir  cost of construction to the Government. In fact, we may consider the 

financing of Government housing program m es as akin to loans furnished by 

financial institutions (such as the Mortgage (Real Estate) Bank) to individuals 

for building the ir own houses.

1.2. Non-Residential Buildings

Non-Residential buildings are  divided into two categories.

(a) Non-Residential Farm  Buildings: Capital form ation in this 

type of building is calculated as 50 per cent of total capital formation in 

ru ra l buildings. The method of estim ation is  described in Chapter XIII.

(b) Non-Residential Urban Buildings: T here a re  two types of non- 

residentia l urban buildings, private and public, and since the la tte r  was not 

covered by the "S tatistics of Building Perm its", ^  the estim ation of GFCF in 

Non-Residential Urban Buildings as a whole stem s from two sources: S tat

is tic s  of Building Perm its and Public Accounts, as follows

(b .l)  Public Non-Residential Urban Buildings. Public capital expen

diture on th is type of building is  derived from  the accounts of various Govern

ment agencies mentioned in Part One of the p resen t chapter. Every p recau

tion was taken to  avoid double-counting which may occur due to the in te r -

1) For details on the coverage of building perm its, see Chapter XIII.
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dependence of the Development Budgets and the accounts of some Government
\

agencies.

Table III-l below shows the actual expenditure on the construc

tion of non-residential buildings by public au thorities. No m ajor obstacle 

was encountered in calculating the figures, as the accounts of these agencies 

a re  sufficiently detailed. Mention is made only of those agencies which incur 

expenditure on this type of buildings.

(b.2) Private Non-Residential Urban Buildings. The method of 

estim ating Private GFCF in non-residential urban buildings is  sim ila r to 

that employed for estim ating private GFCF in "Residential Dwellings".

Since the sources of data and the ir scope a re  identical, it is 

sufficient, at this stage, to outline briefly  the methods used (more details a re  

to be found in Chapter XIII).

(i) Private GFCF during 1957-1959. Because the relevant 

building perm its during th is period lacked detailed inform ation, the to tal cost 

of construction of non-residential urban buildings in each year is derived by 

applying an annual average cost of construction to the number of building 

perm its issued for the erection  of non-residential buildings. The figures 

a re  then adjusted for an assum ed six month tim e-lag  between the date of 

issuing the perm it and the actual completion of the s tru c tu re . This is  done 

by deducting 17% of each y ea r’s to tal cost and adding it to the succeeding y ea r. 

D etails on the calculation procedure are  given in Chapter XIII. Table III-2
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below shows the actual estim ate of th is item .

(ii) Private GFCF during 1960-1962. Building perm its 

issued during th is period show the relevant classification of buildings accord

ing to type as explained in Chapter XIII.

D etails on the cost of construction, number of perm its and the 

a rea  of construction of this type of buildings a re  given in Appendix I Tables 

13-18.

No adjustm ent is contemplated to m ark-up the number of build

ing perm its, but the "estim ated cost"*W  these buildings is  uplifted by 10%,

as is  done in the case of "Residential Buildings (dwellings)".

2)
Table III-3 below shows the "total cost" of construction of 

th is type of building. The figures of th is table a re  then adjusted for the six 

months tim e-lag  in exactly the sam e way as is done for "R esidential Buildings. 

The adjustm ent is made by regarding the to tal cost of building perm its issued 

during January-July, p lus^1, §, 3 , 3  and ^  of total cost of perm its issued in 

August, September, October, November and Decem ber respectively , as part 

of the capital form ation made in the sam e year in which the perm its w ere

1) The te rm  "estim ated cost" re fe rs  to the amount indicated by applicants in 
the ir application form for building perm its as represen ting  the cost of 
construction and other am enities which a re  in tegral p arts  of the buildings.

2) The term  "total cost" re fe rs  to the estim ated cost plus 10% m ark-up.
3) See Chapter X III.
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TABLE I I I -3

COST CF CONSTRUCTION OF PRIVATE NON-RESIDENTIAL 

URBAN BUILDINGS. I 960 -  1962 *

(ID)

^ v" '"*^Y ear
M o n t l i ^ . - ^ i 960 1961 1962

J anuary ■ 160655 410264 317852

February 237087 461456 367616

March 11757^ I 86854 304538

A pril 269919 IIOO872 867813

May 129302 345717 5I I I 63

June 107907 504548 406396

Ju ly 133056 687900 fc355W

August 258723 594485 570184

September 176540 888588 447713

October 275120 576417 568360

November 244962 478909 375955

December 212326 390811 431002

TOTAL % 2323171 6626821 5604139

* Excluding Repair Work*

Sourcesl Appendix I  Tables 139 15 and 17 f o r  I960, 1961 and 1962 
re sp e c tiv e ly .
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issued . The rem aining ^  3, £, \  and ^  of total cost in August-December, 

respectively , constitute part of the capital form ation in the succeeding y ea r. 

T ables 19, 20 and 21 of Appendix I elucidate the procedure of calculating 

capital formation in "Private Non-Residential Urban Buildings" during 1960, 

1961 and 1962.

The resu lt of the whole calculation is  shown in Table III-4

below.

TABLE III-4

GFCF IN PRIVATE NON-RESIDENTIAL 

URBAN BUILDINGS, 1957 - 1962

(ID 000)

Year
*

New Buildings

1957 4111.2

1958 3828.8

1959 5043.1

1960 2644.5

1961 5878.2

1962 5794.3

* As explained below new non-residen tial buildings 
pertaining to the Government owned National Insur 
ance Company and all public Banking Institutions 
(other than the Central Bank) a re  included h e re .
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Although the S tatistics of Building Perm its do not usually cover 

public authorities* buildings, it was claim ed that they do, in fact, cover the 

buildings of Government banking institutions. This claim  was tested with an 

enquiry through the C entral Bank of Iraq to reveal the banks and insurance 

companies which did not obtain the necessary  building p erm its . The enquiry 

revealed , surprising ly  enough, that only the C entral Bank itse lf  failed to 

obtain a perm it for its  new building; (its construction sta rted  1957 and took 

a few years to complete). Hence, the expenditure of a ll public banks (except 

the CBI, which was not originally included in the figures), together with the 

expenditure of the Government owned National Insurance Company, on new 

buildings is deducted from  the figures shown in Table III-4, and private GFCF 

in Non-Residential Urban Buildings is  computed, as shown in Table III-5 below.

The control total of private GFCF in Non-Residential Buildings 

and GFCF in this type of asse t as a whole ( i . e . , public and private) are  

shown in Table III-6.

$ 2. THE CONTROL TOTAL OF GFCF IN "OTHER CONSTRUCTION
AND WORKS"

This heading includes capital expenditure on all construction 

activ ities other than buildings, such as roads, b ridges, canals, dam s, a i r 

p o rts , p ipe-lines, silos and sim ila r w orks.
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Both public and private bodies contribute to the capital expen

diture on this type of asset; the form er contributing the m ajor p art.

The derivation of Public GFCF in th is item  from  the accounts 

of Government agencies was not difficult, but the estim ation of the private 

sec to r’s share involved certain  assum ptions due to the inadequacy of basic 

data. An outline of the estim ation procedure is  given below.

2 .1 . Public GFCF in "Other Construction and W orks”

Capital expenditure by public au thorities, including all Govern

ment agencies operating on a com m ercial b as is , on this item  was secured 

from  the ir accounts. Only expenditure on new construction was taken into 

consideration. C ertain adjustm ents w ere made to exclude expenditure which 

seemed to  be of a cu rren t nature, although they w ere classified  in the Govern

ment accounts as capital expenditure. Table III-7 shows the capital expen

diture on "Other Construction and Works" classified  according to the agencies 

which incurred  the actual expenditure, while Table III-8 gives the c lassifica 

tion of the expenditure according to the type of p ro ject.

2 .2 . Private GFCF in "Other Construction and Works"

No official sources of inform ation w ere available to evaluate 

private capital expenditure on this item . In h is national income estim ates, 

Haseeb, suggests a figure of ID 500,000 as represen ting  expenditure on the
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construction of swimming pools, tennis courts and industria l work under

taken by private bodies, (other than oil co m p an ies).^

The presen t study attem pts to estab lish  a m ore definite figure 

than H aseeb 's by examining the final accounts of a sam ple of private en te r

p rise s .

2)
The final accounts of m ore than 250 establishm ents revealed 

that only establishm ents in the "M anufacturing Sector" had expenditure on 

th is type of a sse t. F u rtherm ore , it was found that there is  a certa in  re la tio n 

ship between the establishments* investm ent in "M achinery and Equipment" 

and its  investm ent in "Other Construction and W orks". Thus, the form er 

p ractically  always induced investm ent in the la tte r . (Expenditure on "Other 

Construction and Works" constituted, on average, 12 per cent of expenditure
3\

on "M achinery and Equipment" .)

Consequently, the capital expenditure on "Other Construction 

and Works" is  confined to private m anufacturing establishm ents and oil 

com panies.

Estim ation of the form er part is  described in Chapter VII;

1) Haseeb, K ., The National Income of Iraq, 1953-1961: R .I .I .A . (Oxford 
U niversity P ress, 1964) pp. 111-112.

2) 155 of establishm ents fall in the M anufacturing Sector, 10 in Mining and 
Quarrying, 11 in Construction, 15 in W holesale and Retail T rade, 9 in 
T ransportation , Storage and Communications, 25 in Services.

3) See the re su lts  of a sam ple of 155 private m anufacturing establishm ents 
given in Chapter VII Table V II-H .
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while the latter* s expenditure is  derived from th e ir accounts as described in 

Chapter V I. Tables III-9 and 111-10 show the control total of private GFCF 

and the control total of GFCF in "O ther Construction and W orks" respectively .

$  3. THE CONTROL TOTAL OF GFCF IN "MACHINERY AND OTHER 
EQUIPMENT"

GFCF in "M achinery and other Equipment" is  divided into two

parts  :

(1) M achinery and Equipment p roper, and

(2) Furniture and F ix tu res.

This division is an extension of the United Nations* practice in 

this respec t, w here these two p arts  a re  considered under one heading only. 

The division is  s ta tistica lly  convenient from the estim ating standpoint and 

presen ts a detailed classification of expenditure on each item .

3 .1 . GFCF in M achinery and Equipment Proper

T his heading em braces a large varie ty  of item s, tools such as 

spades, shovels and hoes a re  counted. But, in value te rm s , the biggest 

proportion of the se rie s  consists of m achinery such as engines, power- 

transm ission  and other pow er-driven m achinery.

Since the bulk of m achinery and equipment is  im ported, it is



TABLE H I-9

PRIVATE GFCF IN "OTHER CONSTRUCTION AMD WORKS". 1997-1962

(ID  000)

Year
P riv a te  

Manuf ac tu r in g O il Companies T otal

1957 387.0 1525.1 1912.1
1958 611.6 3074.6 3686.2

1959 82.7 11173.6 11256.3
i 960 582.1 187A2 .7 19324.8
1961 374.0 18382.1 18756.1
1962 741.5 3914.4 4655.9

........................................................... 4

TABLE IH -1 0  

THE CONTROL TOTAL CF GFCF IN

“OTHER CONSTRUCTION AND WORKS” . 1997-1962

(ID  000)

Year P ublic S ecto r P riv a te  S ecto r TOTAL

1957 36652.1 1912.1 38564.2
1958 36206.8 3686.2 39893.0
1959 31031.8 11256.3 42288.1
i 960 34111.1 19324.8 53435.9
1961 36870.5 18756.1 55626.6
1962 35090.4 4655.9 39746.3

Sources} Tables H I-7  and IH -9  above.
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rela tively  easy to estim ate the control total of this item  from  the available 

detailed im port statistics*

The im port of m achinery and equipment by the oil companies 

is exempted from im port duties. Hence, it is  trea ted  separately  in the 

control to ta l.

F rom  FTS, the flow of 110 types of m achinery and equipment 

at c . i . f .  value was determ ined. In selecting the relevant item s, the United 

Nations definitions and the Standard International T rade C lassification (S .I .T .C .)  

of capital equipment w ere closely followed. As far as they w ere identified, 

all consumers* durables, parts  and accesso ries of capital goods w ere ex

cluded from the initial tabulation of im ports.

In the case of mixed com modities ( i . e . , goods which are  used 

by both private households and business en terp rises: cen tra l heating bo ilers , 

fans, vacuum cleaners, typew riters and air-conditioning m achines), they 

w ere all classified  as "F urn itu re  and F ix tures" because these a re  usually 

trea ted  as such in Government accounts and in private business accounts.

An exception to this procedure is the treatm ent of sewing m achines. No 

s ta tis tica l evidence was available to determ ine the proportion which con

stitu tes capital form ation as distinct from consumers* usage. Hence, it 

was assum ed that 50 per cent of total im ports of th is item  rep resen t capital 

form ation; an assum ption that cannot actually be substantiated.

In Appendix II details of im ports of m achinery and equipment
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a re  given* Table 1 of the Appendix gives the definitions of these machines 

and equipment, with the conversion of th e ir  custom s code into the S .I .T .C . 

and the I .S .I .C . Table 2 gives the actual im port figu res. T heir allocation 

by industry group is  shown in Tables 3 - 12 of the sam e appendix. Oil 

companies im ports of m achinery and equipment a re  shown in Table 13 of 

Appendix II.

Adjustment of th e .c .i.f*  Value of Machinery and Equipment

In order to estim ate the actual cost of m achinery and equip

ment to the ir ultim ate u se rs , the ir c . i . f .  value is  adjusted by adding im port 

duties, amounts for trade m argins, internal tran sp o rt charges, installation 

and other d irec t expenses of the ir acquisition. Im port duties a re  calculated 

at the ra te  p rescribed  and in accordance with the provisions of the Import 

Schedule annexed to the Law of Customs T ariff . ^  In the case of Government 

im ports, no im port duties a re  added.

Information on trade  m ark-ups, tran sp o rt charges, installation 

and other costs could not be ascertained  from the official censuses. But the 

study of various Government regulations for trade  m argins on im ported 

m achinery and equipment revealed that this m argin constitutes 15-20 p er cent

1) Customs T ariff Law No. 77 of 1955 as amended by the F irs t Amendment 
Law No. 4 of 1956; and other amendments th ereafte r.
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of the c . i . f ,  value plus tran sp o rt c h a r g e s . A n  enquiry from  the Baghdad

Chamber of Com m erce and the examination of the accounts of several

im porters suggested a trade  m argin of about 25 per cent.

With reg ard  to other costs, consultation with engineers,

industria lis ts  and the inform ation provided in the CBS's recen t estim ate of

2)
GFCF in a sam ple of m anufacturing establishm ents during 1963/64 suggest 

that the cost of transportation  and installation is  about 10 p er cent of the 

c . i . f .  value.

In weighing all the available evidence, it was decided to make 

an overall estim ate of these costs ( i .e . ,  trade m argins, tran sp o rt charges, 

installation and other costs) by ra isin g  the c . i . f .  value by 20 - 33.3%, 

depending on whether the item s a re  tools and im plem ents o r m achinery 

proper. Im port duties a re  then added to obtain the final co sts .

Table 2 of Appendix II shows the c . i . f .  value, the m ark-up 

and the im port duties on each type of im ported m achinery and equipment.

A supplement to the table indicates the item s which w ere m arked-up by the 

various percentages.

1) Higher Supply Committee: Regulation No. 7 of 1958, published in the 
Review of the D irectorate-G eneral of Com m erce (Companies Annex),
No. 33, July 1958 (M inistry of Economics, Baghdad),

2) Capital Form ation in Manufacturing Establishm ents employing 10 or m ore 
persons during 1963/64, CBS, M inistry of Planning, Baghdad. (Unpublished 
at the tim e of w riting this th e s is .)
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The c . i . f .  value of the Oil Companies' to tal im ports of m achi

n ery  and equipment is  m arked up by only 10 per cent (as it was suggested by 

the Companies’ engineers in Iraq and th e ir office in London) to account for 

tran sp o rt charges and installation fees. This was so because of the fact 

that no trade  m argin is  included in the ir case, since the im portation is  made 

d irec tly  by the Companies them selves.

D om estically-m ade A gricultural tools and Implements

An estim ate of the value of hom e-m ade agricu ltu ral tools and 

im plem ents is  made in the m anner described in Chapter V below. This 

estim ate is  then added to the im ported m achinery and equipment, and the 

final control total of GFCF in "M achinery and Equipment" is  a rrived  at, as 

shown in Table I I I - l l .

D istribution of GFCF in Machinery and Equipment between Public and Private 
Sectors

Public GFCF in "M achinery and Equipment" is  estim ated from 

the accounts of Government agencies as shown in Table III-12.

Private GFCF, on the other hand, is  a rrived  at by f irs t deduct

ing public GFCF in m achinery and equipment from  the im ported m achinery 

and equipment shown in paragraph 1, Table I I I - l l .  Secondly, oil companies* 

im ports of m achinery and equipment and dom estically-m ade agricu ltu ra l 

im plem ents a re  added, as shown in Table 111-13.
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3,2* GFCF in "F urn itu re  and F ix tu res”

Furniture and fix tures, whether wooden, m etal or of any other 

m ateria l, a re  part of fixed capital form ation provided it is  used by sectors*  ̂  

falling within the boundary of our definition of capital form ation. This im plies 

that not all furniture and fixtures can be considered as capital goods but only 

that part which is  acquired by business en te rp rises , private or otherw ise, 

and General Government.

In Iraq th is item  ( i .e . ,  furniture and fixtures) includes . 

dom estically manufactured and im ported goods. No difficulty is  involved in 

estim ating the im ported part since Foreign T rade S tatistics provide the 

necessary  deta ils .

The dom estic part, however, is  manufactured by carpen ters, 

blacksm iths and establishm ents producing wholly m etal products whether 

doors, windows or fu rn itu re . Hence, we have to look for sources of inform a

tion on the output of these establishm ents, i . e . ,  an industria l or m anufactur

ing census.

Since nearly  all carpentry  is  done by very sm all es tab lish 

m ents employing less  than nine persons (usually one-man), it means that

1) Excluding the sector "Ownership of Dwellings" the investm ent of which 
is  only the building and its  in tegral p a rts  but not the movable contents.
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unless the establishm ent employed ten o r m ore persons, m ost of the in d u s

t r ia l  censuses undertaken in Iraq fall short of covering it . This is  supported 

by the evidence obtained by com paring employment figures for carpentry  

given in the 1960 monthly Industrial Survey and the 1957 Population Census. 

The form er gives the number engaged in carpentry  as 830 persons, while the 

la tte r  reported  8,582 persons so engaged. Another piece of evidence is  the 

d isparity  between im ports of wood usable in carpentry  and the amount of wood 

shown in the 1960 Monthly Industrial Survey to be used in carpentry.*^

Metal furniture, on the other hand, is produced by m odern 

and mechanized establishm ents which a re  covered in the industria l censuses, 

as well as by individual blacksm iths who are  usually left outside the scope of 

the censuses.

N evertheless, two of the many industria l censuses undertaken 

in Iraq  can be considered as covering all establishm ents, even the sm allest. 

These are  the Industrial Census of 1954 (mostly in respect of 1953) and the 

Returns of the Monthly Industrial Survey of 1962, supplemented by the Returns 

of Industrial Survey of sm all establishm ents (employing nine or le ss  persons) 

undertaken during January and June 1962. In the years between 1954 and 

1962 the available industria l censuses e ither did not cover the whole country

1) Kanaan, T . ,  Input-Output and Social Accounts of Iraq, 1960-1963, (Pub
lished by the M inistry of Planning, Baghdad, September 1965) Ch. VIII, 
p .40.
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or did not cover establishm ents employing le ss  than ten persons.

In addition to these two censuses, a study on the input-output 

and social accounts of Iraq, which covered the period 1960-1963, and national 

income estim ates covering the period 1953-1963, w ere also available. By 

using all these sources of inform ation and the Foreign T rade S tatistics, it 

was possible to estim ate total supply of furniture and fix tures, and to d e te r

mine the part vdiich was considered to be a component of g ross fixed capital 

form ation. The p rocedure ' for th is estim ation was as follows :

1. From  the Industrial Census of 1954, the g ross output of

carpentry  and m etal products for the year 1953 at factor cost p rices was

determ ined. The figure was then adjusted by 10% upwards to allow for

possible understatem ent, and by 1% for changes in stock.

2)
2. F rom  the input-output study we derived the g ro ss output of 

carpentry  and m etal products for the years  1960, 1961, and 1962 at factor 

cost p rice s .

3. Using the g ross output of carpentry  and m etal products thus

derived, and the g ross output of the m anufacturing secto r (other than oil

3)refining) at factor cost, the percentage ra tio s  of carpentry  and m etal 

products* g ross output to the g ross output of manufacturing w ere determ ined

1) Haseeb, K ., The National Income of Iraq, 1953-1961, p. 94.
2) Kanaan, T . ,  Ibid.
3) Haseeb, K ., Ibid.
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for 1953, 1960, 1961 and 1962. And since these ra tio s  rem ained fairly  

constant throughout the period, th e ir  sim ple average of 8.7% was taken and 

applied to the g ross output of m anufacturing in 1957, 1958 and 1959 and the 

g ross output (at factor cost) of carpentry  and m etal products during these 

y ea rs  was calculated. Table 111-14 shows the estim ation procedure described 

above.

4 . Total supply of furniture and fixtures was estim ated by adding

im ports of furniture and fixtures (including oil com panies' imports)*^ to the

2)
dom estically manufactured products.

To determ ine the proportion of to ta l supply of furniture and 

fix tures which should en ter g ross capital form ation, we re lied  on the input- 

output study. It shows that on average about 18 per cent of to ta l supply of 

furn iture and re la ted  products went to private g ro s s  capital form ation during 

1960-1963; the re s t was purchased by public bodies, private consum ers 

(households), exported or used in construction.

Since expenditure of all public agencies on furniture and 

fix tures was d irec tly  obtained from the ir final accounts (see Table III-16), 

we estim ated only private g ross capital form ation in furniture and fixtures

1) F o r details of im ports of furniture and fix tures see Appendix III Tables 
1 and 2. The figures a re  m arked-up and im port duties a re  added.

2) DomesticaUy manufactured furniture and fix tures w ere m arked-up by 
25% to bring the figures to m arket p rice s .
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as 18% of total supply at m arket p rices as shown in Table III-15.

The control total of this type of asse t, therefore , consists of 

the sum of private GFCF in Furniture and F ix tures, estim ated as above, and 

public GFCF derived from  public accounts# This is  shown in Table III-17 

below.

$  4 . THE CONTROL TOTAL OF GFCF IN TRANSPORT EQUIPMENT

In Iraq alm ost all transpo rt equipment is im ported. However, 

certa in  types of tran sp o rt equipment a re  made dom estically, e .g . ,  barges, 

boats and a few indigenous horse-draw n passenger c a r r ie rs  and wagons; but 

they a re  rela tively  insignificant in value. Car assem bly, in the w ider 

sense of the word, is  non-existent, but a few im ported chasis with engines 

and bodies (including cabs) a re  assem bled in Iraq .

In estim ating the dom estic p a rt, the m anufacturing censuses 

w ere used to derive the value of barges and boats in the m anner described in 

Chapter X below.

F or the im ported transpo rt equipment (including chassis fitted 

with engines and bodies) the FTS was used to identify 32 types of transport

1) Due to the introduction of Government bus se rv ices in alm ost all urban 
p arts  of Iraq , horse-draw n c a rr ie rs  and wagons a re  gradually d isappear
ing, and hence no account of them is  taken h e re .
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equipment, as shown in Appendix IV Table 1 •

However, not all transport equipment can be regarded as 

capital goods because certa in  types a re  acquired by private households, and 

these should be trea ted  as consumers* d u r a b l e s . T o  estim ate the p art of 

im ported transpo rt equipment which constitutes g ross capital form ation, oil 

com panies’ im ports w ere separated and the control total calculated as follows:

1. The c . i . f .  value of each type of transpo rt equipment was

m arked-up by 33^% to cover the dealers* m argin, tran sp o rt charges,

2)
reg istra tion  fees and other costs . Import duties, where applicable, w ere

3)then added.

2. T ransport equipment such as lo rr ie s , vans, buses, tra c to rs  

for road haulage, ships, a irc ra ft, locomotives, road sw eepers and all other 

special purpose m otor vehicles were considered as capital goods.

3. Motor cycles, auto-cycles, delivery  tricy c les  and sim ila r 

vehicles w ere added together, and 35 per cent of the ir value was considered

1) U .N . S tatistical Office^ Studies in Methods, Series F , No. 3, Concepts 
and Definitions of Capital Form ation, (New York, July 1953) p ara . 17, p . 8.

2) According to the Government Regulations No. 7 of 1958, dealers* m argin 
on im ported tran sp o rt equipment should not exceed 20% of the c . i . f .  value, 
but in practice this m argin reaches 25-30%.

3) Im port duties are  calculated at the ra te s  p rescribed  in the Im port Schedule 
annexed to the Law of Customs T ariff, No. 77 of 1955 and its  amendment 
by Law No. 4 of 1956. Changes in the ra te s  of im port duties after 1958 
w ere also taken into consideration.
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to be capital form ation.

4. 25 per cent of the value of saloon ca rs  was considered to r e 

p resen t the value of tax is, and therefore within the definition of the capital 

form ation estim ates . This allocation was based on ca r reg istra tio n  s ta t

is tic s  given in the Annual A bstract of S tatistics, as shown in Appendix VIII 

Table 1.

5. Government, banks and insurance com panies' purchases of

saloon ca rs  w ere added to the above estim ates, and thus the control to tal for 

the im ported transpo rt equipment (other than oil companies) was calculated.

6. The estim ated value of dom estically-m ade barges and boats 

was added to the control total of im ported transport equipment in o rder to 

obtain GFCF in T ransport Equipment (other than oil com panies).

7. To a rriv e  at the control total of GFCF in th is type of asse t for

the country as a whole, the oil com panies' purchases of tran sp o rt equipment

(which w ere derived from  th e ir accounts) w ere added to the to tal derived in 

(6) above. The excess of the com panies' im ports over th e ir  purchases was 

considered to be consum ers' durables used within the com panies, as explained

1) T his 35% is  based on inform ation gathered from  experts at the Railways 
Adm inistration, the D irecto ra te-G eneral of Passenger T ranspo rt Services 
in Baghdad, the Post Office, and the M inistry of the In te rio r. (The Post 
Office uses th is m eans of transportation  for delivery  of post, and the 
M inistry of the In terio r fo r the Police F o rc e .)



in Chapter VI.

Table 111-18 shows the calculation procedure described in the

above stages.

D istribution of GFCF in T ransport Equipment between Public and Private 
Sectors

Public GFCF in "T ransport Equipment" is  estim ated from  the 

accounts of Government agencies. Only new purchases of these agencies of 

tran sp o rt equipment w ere taken into consideration. Table 111-19 shows the 

expenditure of public agencies on new transport equipment during 1957-1962.

Private GFCF (other than oil companies) is  then derived by 

deducting public GFCF in this type of asse t from  the control total shown in 

(C) Table 111-18 below. By adding oil com panies1 purchases of transport 

equipment (shown in (D) Table 111-18) to this residual, total private GFCF 

was calculated. The calculation stages a re  shown in Table n i-20  below.
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S e c t i o n  B:  Estim ation and C lassification of GDFCF by 

__________I n d u s t r y  G r o u p ___________

$  1. DEFINITION
"

|
i

I
! Under th is heading, the GDFCF estim ate is  classified  by the

industria l use of the asse t, in accordance with the relevant United Nations' 

recom m endations.

The economy is  divided into eleven sec to rs  designated as 

"Industry GroupsM in a way sim ila r to the national income es tim ates . Within 

each industry group, GFCF is  classified  by type of a s se t. Furtherm ore , 

w herever applicable, the two types of tran sac to rs  - public and private 

sec to rs  - in each industry group a re  shown separate ly . These "Industry 

Groups” are  :

1. A griculture

2. Mining and Quarrying

3. Manufacturing

4. Construction

5. E lec tric ity  and W ater

6. T ransportation , Storage and Communications

7. W holesale and Retail T rade

8. Banking and Insurance
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9# Ownership of Dwellings

10. Public Adm inistration

11. Services

Broadly speaking, the delineation of the boundary of each 

industry group is  akin to that laid down by the United Nations S tatistical 

Office.

However, certa in  departu res from the U . N / s  classification 

w ere made, w here necessary  to adapt it for the purpose of estim ating 

GDFCF by industry group. Thus, while the GDP is  classified  according to 

the industry of origin, the GDFCF is  classified according to the industry of 

use, irresp ec tiv e  of ownership or orig in . F or example, in m easuring the 

GDP, the g ross output of construction is  usually assigned to the industry 

designated as "Construction", while in estim ating the GDFCF th is g ro ss  out

put is d istributed among all or several industries . (For exam ple, expen

diture on the construction of roads, b ridges, a irp o rts  and the like is  included 

in the industry "T ransportation, Storage and Communications”; while the 

expenditure on the construction of non-residential buildings is  allocated to 

several industry groups using this type of build ing .)

Another departure from  the U. N.  classification is  in respect 

of the treatm ent of p ipe-lines used for crude oil tran sp o rt by the oil companies 

and the GORA. These pipe-lines are  considered as part of the capital form a

tion in "Mining and Quarrying" and "M anufacturing" respectively .
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The Public Sector contributes to eight of the eleven industry 

groups indicated above. Its contribution in two industries - "E lectricity and 

W ater" and "Public Adm inistration" - is  100 per. cent. These eight industry 

groups a re

1. A griculture

2. Manufacturing

3. E lec tric ity  and W ater

4 . T ransportation, Storage and Communications

5. Wholesale and Retail T rade

6. Banking and Insurance

7. Public Adm inistration

8. Services.

The Private Sector, on the other hand, contributes to nine 

industry  groups; in th ree of them*"Mining and Q uarrying” , "Construction", 

and "Ownership of Dwellings" - the contribution is  100 per cent. These 

nine industry groups are

1. A griculture

2. Mining and Quarrying

3. Manufacturing

4 . Construction

5. T ransportation , Storage and Communications
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6. W holesale and Retail T rade

7• Banking and Insurance

8. Ownership of Dwellings

9. Services,

It is  im portant to notice that the contribution of the public secto r 

to  the GFCF of a p articu lar industry group does not n ecessarily  entail its  

contribution to its  GVA. F or example, Table 10 of Appendix DC shows that 

the public secto r has no contribution to the value added of A griculture, though 

it has to its  GFCF as shown in Table IV-17 below. Conversely, in the Mining 

and Quarrying sec to r, it has no contribution in the GFCF estim ates , but it 

has a sm all contribution in the value added.

In the case of the private sec to r, the p resen t classification by 

industry group is  s im ila r to that adopted for the National Income estim ates .

$  2. METHODS OF ESTIMATION

In estim ating GDFCF by industry group two methods w ere 

employed: the expenditure approach and the commodity-flow approach. The 

f irs t was used to estim ate the GFCF by the Public Sector and the second to 

estim ate the GFCF by the Private Sector in the industries whose capital 

form ation could not be ascertained from  the expenditure side .
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In o rder to avoid double-counting and to confine the calculation 

to the control to tals for the components of GDFCF derived e a r l ie r , it  was 

found useful to draw up control to ta ls  for "M achinery and Equipment” and 

"T ransport Equipment” for each industry group, ̂  Thus, where the Public 

Sector o r the Private Sector has no contribution in the GFCF in an industry 

group, the control to tals of these two types of asse t w ill rep resen t the GFCF 

of the Private or the Public sec to rs in these a sse ts . But where both sec to rs 

contribute in the GFCF of the p articu lar industry, the Private se c to r 's  share  

in these two types of asse t is  the difference between the control to tals and 

Public GFCF.

2 .1 . D istribution of M achinery and Equipment by Industry Group :

The distribution of "M achinery and Equipment” assigns each 

type of im ported m achinery, im plem ents and equipment to a particu lar 

industry group. ̂

The distribution is  g reatly  facilitated by the details given in 

the F .T .S . of Iraq . A definition of each type of im ported m achinery and

1) The other components nam ely, N on-Residential Buildings, Dwellings, 
O ther Construction and W orks, and Furn itu re  and F ix tu res, need no 
control to ta ls as can be seen from  the methods of th e ir  classification  by 
industry group.

2) Oil companies are  not included in th is d istribution . T heir capital fo rm a
tion in "M achinery and Equipment” is  derived from th e ir  accounts and 
controlled by th e ir own im ports of th is type of a s se t. F or details of 
th e ir im ports see Appendix II Table 13.
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equipment included in GDFCF is  given in Appendix II Table 1, which shows 

that the ir allocation by industrial group is  re la tively  sim ple. Table 2 of the 

sam e appendix gives the actual im port figures of 110 types of equipment.

Each type is  ascribed to  a certa in  industry  group, indicated by the arabic 

num bers 1, 2, 3, • . . ,  11, which re fe r  to the o rder listed  on page 176 above. 

Thus, A griculture is indicated by 1; Mining and Q uarrying by 2; M anufactur

ing by 3, and so on, until num ber 11, which re fe rs  to Services.

When a particu lar machine or equipment is  used by several 

industries, its  value is  distributed among the relevant u se rs  according to 

the ir percentage contribution to GDP, shown in Appendix IX Table 8. F or 

instance, hoists, winches, c ranes, pulley tackle and other lifting, loading 

and unloading m achines are  used in M anufacturing, Construction and in 

T ransportation. This item  is  then d istributed among these th ree  industries 

in the m anner described above. Other cases a re  trea ted  s im ila rly .

Tables 3 - 12 of Appendix II show the allocation of m achinery 

and equipment to each industry g r o u p . I t  can be seen from  Table 3 of this 

appendix that agricu ltu ral m achinery such as pumps, lawn m ow ers, and the 

like, purchased by the m unicipalities and the D irecto ra te-G eneral of A gricul

tu ra l Machines and Implements a re  deducted in to to , and then included in

1) Except the industry designated as "Ownership of Dwellings", the capital 
form ation of which em braces expenditure on the construction of res id en 
tia l buildings only.
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T ables 11 and 12 of the sam e appendix. This is  done because the main 

activ ities of the above two departm ents fall within the industries "Services" 

and "Public A dm inistration", respectively . S im ilarly , construction m achi

nery  acquired by the M inistry of Works and Housing and by the m unicipalities 

is  deducted from  Table 6 Appendix II, but included in Tables 11 and 12.

A sum m ary of the distribution of im ported m achinery and 

equipment by industry  group is  shown in Table 111-21 below.

2 .2 . D istribution of T ransport Equipment by Industry Group:

The distribution of im ported tran sp o rt equipment (other than 

oil companies) by industry group is  broadly s im ila r to that of m achinery and 

equipment, in the sense that each type of tran sp o rt equipment is  attributed 

to  one o r several industry  groups, depending on its  na tu re . F or example, 

railw ay locomotives and tenders, tram way passenger coaches, and the like 

a re  attributed to "T ransportation, Storage and Communications"; while 

tra c to rs  (other than agricultural) a re  included in "C onstruction", Special 

purpose m otor lo rr ie s  such as fire-engines and road sw eepers a re  considered 

as p art of the "Services" secto r because fire  brigade and road cleansing are  

functions of the m unicipalities, whose activ ities fall m ainly within the . 

"Services" industry . T ransport equipment capable of carry ing  ten o r m ore 

passengers was considered as buses and attributed to the secto r "T ran s

portation, Storage and Com munications".
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In the case of lo r r ie s , vans, dum pers and s im ila r m eans of 

transporting  goods and m ate ria ls , a problem  occurred regarding th e ir 

distribution by industry group. These vehicles are  used for industria l 

purposes as well as for h ire . C ar reg is tra tio n  s ta tis tic s  did not reso lve the 

problem . However, the T ransport Census of 1957 - the only nation-wide 

one available - provided useful inform ation on the num ber of lo r r ie s  and 

vans used by industria l and com m ercial en te rp rise s  and those solely for h ire , 

as shown below : -

TABLE III-22 

NUMBER OF LORRIES AND VANS, 1957

1957

1. Number of L orries and Vans for h ire 8,723

2. Number of L o rries  and Vans owned by 
industria l and com m ercial en te rp rises 2,871

3. TOTAL : 11,594

4. Ratio of 1 : 3 75%

5. Ratio of 2 : 3 25%

S o u rces: Census of Road T ranspo rt, 1957; PBS, M inistry 
of Economics, Baghdad.
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As additional inform ation was unobtainable it was assum ed that 

the ra tio  of vehicles for h ire  to the total rem ained constant throughout the 

period of th is study. Hence, 75 per cent of im ported lo rr ie s , vans and 

sim ila r kinds of tran sp o rt equipment was allocated to the industry  group 

"Transportation, Storage and Communications". The rem aining 25 p er cent 

was distributed among the industries : "Mining and Quarrying (other than oil 

com panies)", "M anufacturing", "Construction", and "W holesale and Retail 

T rad e" , according to the ir contribution to GDP. T axis, which w ere estim ated 

at 25 per cent of the value of im ported saloon c a rs , w ere allocated to "T ran s

portation, Storage and Com munications".

D etails on the distribution of each type of transpo rt equipment 

by industry group is  shown in Appendix IV Tables 3 and 4 . Table 3 shows 

the way each type of tran sp o rt equipment is allocated, while Table 4 shows 

the sh ares of each industry group in such an allocation.

As the tables show, the distribution covered only five industry 

groups, accounting for part of the control total of transpo rt equipment shown 

in paragraph (A) of Table III-18 above. The difference between these two 

se ts  of data lies in the purchases of some Government agencies, banks and 

insurance companies of c a rs , the value of which was d irec tly  derived from 

th e ir accounts. Subsequently, these purchases, together with those of oil 

companies and dom estically-m ade barges and boats, added to the sec to r ally 

d istributed transpo rt equipment (shown in Table 4 of Appendix IV), all formed
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the total transport equipment, d istributed by industry group as shown in 

Table 111-23 below.

Since the estim ations of public and private GFCF in "Non- 

Residential Buildings”, "Other Construction and W orks", and "F urn itu re  and 

F ixtures" w ere made independently, it  is  appropriate at this stage, to 

describe the methods of estim ating public and private GFCF within each 

industry group.

2 .3 . Public GFCF by Industry Group

The estim ation of public GFCF in each of the eight industry 

groups was made from  the expenditure side . The f irs t step  of the es tim a t

ing procedure was to allocate the capital expenditure of various Government 

agencies to the industry group for which the expenditure was m ade. T his is 

different to allocating the agencies them selves to the industry group within 

which th e ir main activ ities fa ll. For instance, the Development Board as 

such is  classified  in the industry group designated as "Public A dm inistration", 

but its  capital expenditure is  allocated to  severa l industry  groups such as 

A griculture, Manufacturing, E lectricity  and V /ater.

In some cases , however, the capital expenditure of a  p a rtic 

u lar agency, and the agency itse lf, m ay fall within the sam e industry group. 

The Grain Board, the Railways A dm inistration, the Ports A dm inistration, 

and the GORA are  good examples of such cases .
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The^distribution of the capital expenditure of public agencies

by industry group is  im m ensely facilitated by the elaborate details contained 

in th e ir accounts. As shown in Appendix V, the capital expenditure of the 

Development and Planning Board (Development Budgets), Central Government 

(Ordinary Budgets), the M unicipalities and the Local A dm inistrations, needs 

to be distributed among several industry groups. The following table shows 

the public agencies and the industries to which th e ir  capital expenditure is 

allocated.

TABLE III-24

THE ALLOCATION OF PUBLIC AGENCIES

TO THE RELEVANT INDUSTRY GROUP

Public Agency Industry Group

1. Development and Planning 
Board

A griculture; Manufacturing; E lec
tr ic ity  and W ater; T ransportation, 
Storage and Communications; Public 
Adm inistration; Serv ices.

2. Central Government A griculture; Manufacturing; T ra n s
portation, Storage and Communica
tions; Public Adm inistration; 
S erv ices.

3. M unicipalities E lectric ity  and W ater; T ran sp o rta 
tion, Storage and Communications; 
Serv ices.

4 . Local Adm inistrations Public A dm inistration; Services.

(Continued)
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Public Agency Industry Group

5. GORA (including Gas D is tr i
bution Bureau and Oil Products 
D istribution Services) and all 
other Government Manu
facturing E stablishm ents.

6. Baghdad E lectric ity  Services, 
Baghdad W ater Supply Board, 
Basrah E lec tric ity  and W ater 
Supply Board, The National 
E lec tric ity  Adm inistration, 
and all other E lec tricity  and 
W ater Boards.

7 . Ports A dm inistration (includ
ing Bar Dredging Scheme at 
Fao).

8* Railways A dm inistration 
(including Iraqi Airways).

9. The Grain Board

10. Public T ransport (Bus) 
Serv ices.

11. Tobacco Monopoly Admin
is tra tio n .

12. D irecto ra te-G eneral of 
Exhibitions.

13. Government Banks and the NIC.

14. The Awgaf (Pious Bequest).

15. Baghdad Sewage Services.

M anufacturing.

E lec tricity  and W ater.

T ransportation , Storage and 
Communications •

T ransportation , Storage and 
Communications.

T ransportation , Storage and 
Communications •

T ransportation , Storage and 
Com munications.

Wholesale and Retail T rad e . 

Services.

Banking and Insurance. 

Services.

S erv ices.

L
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D etails of the distribution by industry group of capital expen

diture of the Central Governm ent's O rdinary Budget, the Development and 

Planning Board's Budgets, the M unicipalities and the Local Adm inistrations 

a re  shown in Appendix V.

A sum m ary of the classification of Public GFCF by Industry 

Group at Constant (1957) P rices, is  shown in Table IV-17, in Chapter IV.

The classification of the figures by Industry Group and Type of A sset, at 

Current Prices is shown in Table IV-21.

2 .4 . Private GFCF by Industry Group

The estim ation of the private se c to r 's  capital form ation by 

industry group and from the expenditure side alone is  alm ost im possible, 

due to the lack of basic data on expenditure of m ost of the nine industry  groups 

to which the private secto r contributes.

However, the burden of estim ation was reduced to some extent 

by obtaining the capital expenditure of th ree  industry groups from  the expen

diture side . They are: Mining and Q uarrying (oil companies only), Banking 

and Insurance, and Ownership of Dwellings.

To calculate the GFCF in the rem aining industries , the

1) No difficulty was encountered in the case of " Ownership of Dwellings" 
since the GFCF of this industry consists of the value of constructing 
new residen tia l dwelling units only.
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following procedure was employed :

1 . The D istribution of Private N on-Residential Urban Buildings

2)
F irs t  the expenditure of oil companies and that of private

3)
banks and insurance companies on this type of asse t w ere deducted from  

the control total of private non-residential buildings shown in Table III-5 

above. The rem ainder was then distributed among the following industry 

groups (shown in Table III-25 below) according to the ir weighted percentage 

contribution to the G ross Domestic Product at C urrent F acto r Cost during 

1957-1962; (the weights being the num ber of business licences granted by 

the Government in 1960 and a re  classified  according to the type of economic 

activity). ̂

This distribution, however, could have been m ore re liab le  

had the number of business licences granted during 1957-1962 been used as 

weights instead of the 1960 ones only. But since the amount d istributed in 

th is way is  le ss  than 8 p er cent of total private GFCF (see Table IV-13 below) 

and since one of the principal ways of financing capital expenditure by the

1) Note that Private Non-Residential Farm  Buildings, which constitute part 
of the capital form ation in A griculture, is  estim ated independently as 
explained in Chapter XIII below.

2) See Table VI-7 in Chapter VI.
3) See Table X II-9 in Chapter XII.
4) Information about the licences granted for various types of business 

activ ities w ere collected from the M inistry of Economics (DGRSC), 
M inistry of Municipal and Rural A ffairs, M inistry of Justice, M inistry of 
Industry, and the Federation of Iraqi Industries. The figures w ere 
adjusted for double counting and for licences which w ere granted for the 
carry ing  out of banking and insurance ac tiv ities .
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private sec to r is  through ploughing back profits, which constitute an elem ent 

of the value added, the crite rion  used here for such a distribution can be 

looked upon as a sa tisfactory  yardstick  for estim ating investm ent in these 

industry groups.

Table 111-25 shows the distribution of P rivate  GFCF in "Non- 

Residential Urban Buildings" by industry group.

2. The D istribution of "O ther Construction and W orks":

As was indicated e a r l ie r , private GFCF in th is type of asse t 

is  confined to two industry groups nam ely, "Mining and Q uarrying (oil 

companies)" and "M anufacturing". Hence no problem  is  involved in its  

classification by industry group.

3. The D istribution of "M achinery and Equipment" :

Private GFCF in "M achinery and Equipment" classified  by

industry group is  derived by deducting public GFCF from the control to tals 

se t up for this type of asse t in each industry group (shown in Table III-21

1) This argum ent of investm ent/value added relationship  cannot, however, 
be taken as a general ru le  applicable to all sec to rs  of the economy, 
because in certain  sec to rs the capital formation is financed from  sources 
other than the profits originating there in . F or example, in the "Owner
ship of Dwellings" secto r, the ra tio  of GFCF to GVA always exceeded 
100 per cent during 1957-1962 (see Table IV-27) because the financing of 
the capital expenditure is  made from  the profits originating in other 
sec to rs , by borrowing from  the Mortgage Bank and from  the Development 
Budgets (the revenue of which is  p art of the share  of Government in the 
profits realized  from oil extraction).
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above). When the public sector has no share in a particular industry group, 

such as "Mining and Quarrying" and "Construction", the control total will 

then represent private GFCF.

In the case of the domestically-made agricultural implements, 

their value is considered as part of the private GFCF in addition to the 

difference between the control total of imported agricultural machinery and 

public GFCF.

4. The Distribution of "Furniture and Fixtures" :

The distribution by industry group of private GFCF in furniture 

and fixtures is made as follows :

1. From total private GFCF in this item (as estimated in
t

Table 111-15), we deducted expenditure of oil companies, private banks and 

insurance companies on furniture, which was identified from their accounts. 

The rest is then distributed among the following sectors :

a) Mining and Quarrying (other than oil companies)

b) Manufacturing

c) Construction

d) Transportation

e) Wholesale and Retail Trade

f) Services.

2. The distribution is made according to the percentage 

contribution of these sectors to Gross Domestic Product at Current Factor
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C ost. But since it is  possible that some of these sec to rs  absorb varying 

amounts of (sometim es expensive) furniture and fix tures, depending on whether 

they render the ir se rv ices  on th e ir  business p rem ises (such as hotels, coffee 

b a rs , restau ran ts , re ta il shops, e t c . , )  or outside th e ir p rem ises (such as 

construction establishm ents), it was thought p referab le  to give certain  weight 

to the ir percentage contribution to  GDP.

However, none of the inform ation n ecessary  in order to derive 

a weighting system  could be ascertained , but consultation with two chartered  

accountants, and the examination of the final accounts of a num ber of 

establishm ents in each sec to r of the economy revealed that furniture and 

fixtures constitute a m inor part of the investm ent of construction estab lish 

m ents, and a m ajor part of the investm ent of establishm ents falling within 

the two secto rs ’’W holesale and R etail T rade” and "Serv ices” such as re ta il 

shops, hotels, cinem as, e tc .

In the light of th is inform ation, we assigned to each of the 

above sec to rs  a certa in  weight which was thought to re su lt in a reasonable 

allocation of furniture and fix tu res. The d istribution is shown in Table

III-26 below.

5. The D istribution of T ransport Equipment :

The distribution  of private GFCF in "T ransport Equipment" by 

industry  group is  s im ila r  to that of "M achinery and Equipment". From  the 

control to tals of th is type of a sse t in each industry group (see Table III-23
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above), public GFCF was deducted to derive private GFCF* However, there  

are  two points which ought to be em phasized :

1. In the industry group "T ransportation, Storage and 

Communications", tax is and dom estically-m ade barges and boats a re  con

sidered as part of private GFCF.

2. Imported tran sp o rt equipment allotted to "Services"

(see paragraphs f) and j) in Table 111-23 above) com prises th ree  types :

a) F ire  engines, fire  escapes and road sw eepers (see 

Appendix IV Table 3, item  87 .03/a)

b) Motor Cycles and D elivery Cycles (see Appendix IV 

Table 3, item s 87.09, 8710/a and 87.10/b)

c) Saloon ca rs  purchased by public agencies whose activ

ities  a re  classified  in th is industry group (see p a ra 

graph j) in Table 111-23 above).

Since the f irs t  type is  usually used by public authorities only, 

and the th ird  type is  d irec tly  derived from  Government accounts, Private 

GFCF in tran sp o rt equipment in the industry  group "Services" is  therefore 

confined to the second type only.

A sum m ary of the classification  of Private GFCF by Industry 

Group at Constant (1957) P rices is  shown in Chapter IV Table IV-19. The 

classification by Type of A sset and Industry Group at C urrent and at Constant

Prices is shown in Tables IV-23 and IV-24, respective ly .
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S e c t i o n  C: Estim ation and C lassification of GDFCF by

___________T y p e  o f  P u r c h a s e r ^

9 1. DEFINITION

From  the view point of capital form ation, the economy is  

divided into th ree  m ajor pu rchasers of capital goods :

1 . Private E n terp rises and Non-Profit Institutions

2. Public E n terp rises

3. G eneral Government.

The GFCF of the f irs t  category is  equal to that of the private

se c to r . The GFCF of the second and th ird  categories is equal to  that of

the public sec to r.

The definition of each category is  sim ila r to  that laid down by

2)t h e U . N .  S tatistical Office.

1) See T ables IV-25 and IV-26 in Chapter IV below.
2) U.N. S tatistical Office: Studies in Methods, Series F , No. 2, Rev. 2, 

A System of National Accounts and Supporting T ables, (New York 1964) 
pp. 10-11; also , Series F . No. 3, Concepts and Definitions of Capital 
Form ation, (New York, July 1953) pp. 8-9 .
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1 .1 . Private E n terp rises and Non-Profit Institutions :
|
iL
F

| Private E n terp rises includes all form s of private com m ercial
i

activ ities whether they a re  ca rried  out by sole tra d e rs , co-operatives, 

corporations o r partnersh ip s. The te rm  com m ercial activ ities covers the 

whole range of economic activ ities for producing goods and serv ices for sale  ̂

at a p rice intended approxim ately to cover the cost of production. Non- 

Profit Institutions a re  included here  in th e ir capacity as landlords only.

M oreover, since the ownership of dwellings is  trea ted  as a 

form of en terp rise , the GFCF in dwelling units, irresp ec tiv e  of its  source 

of finance, is  included under th is category.

1 .2 . Public E n terp rises :

Public en te rp rises  are  defined to cover those Government 

agencies which partic ipate d irectly  in productive activ ities s im ila r to those 

which are  or could be ca rried  out com m ercially  by private concerns. Hence, 

they differ from  other Government agencies in that they charge for what they 

provide according to use and are  thus able to m eet all or m ost of the ir 

operation costs from sale proceeds.

It should be noted, however, that an intention to make a profit 

is  not an essen tia l ch arac te ris tic  for distinguishing public en te rp rises  from
i

G eneral Government, because the activ ities of a public en terp rise  may be
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ca rr ie d  on deliberately  at a loss - like the Post Office.

In Iraq, public en te rp rises  rep resen t a m ixture of Government 

en te rp rises  and public corporations. The fo rm er includes public en terp rises  

which are  financially integrated with General Government and do not keep 

th e ir  own re se rv e s  apart from working balances. The D irectorate-G eneral 

of Post and Telephone is  a good example of Government en te rp rise s . Public 

Corporations, on the other hand, include corporations form ally established 

and regulated by public law, and the ir management is  chosen by public 

authorities but they enjoy a substantial degree of financial independence of 

the public authority.

The following are  the Government agencies considered as 

public en te rp rises  in this study :

1 . Government Oil Refineries Adm inistration (GORA)

2. All Government Manufacturing Establishm ents

3. E lectricity  and W ater Boards and Adm inistrations

4 . The Railways A dm inistration (including Iraqi Airways)

5. The Ports A dm inistration

6. The Post Office

7. The Grain Board

8. Public T ransport (Bus) Services

9. Tobacco Monopoly Adm inistration

10. Government Banks (including the C entral Bank) and the
National Insurance Company.
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1 .3 . General Government

When the "Public Sector" is  shorn off the agencies designated 

as "PublicEnterprises", its  rem ain  agencies a re  included under the category 

"G eneral Government". Thus, this heading covers Government agencies 

which undertake all form s of regulatory  serv ices : adm inistration, education, 

health and sim ila r community se rv ices . In other w ords, it includes agencies 

the function of which is  to organize for, but not norm ally to se ll to, the 

community those common serv ices which cannot otherwise conveniently and 

economically be provided, and to act, within its  power to enforce compliance, 

as the adm inistrative agency for economic and social policy in the general 

in te re s t.

The essen tia l ch a rac te ris tic  which distinguishes "General 

Government" agencies from "Public E n terp rises"  is  that th e ir  cost of 

operation is  not financed by m eeting an economic demand confirmed in the 

open m arket by the w illingness of people to pay for what these agencies have 

to offer. T heir expenditure is  p rim arily  financed by specific appropriations 

from  G eneral Government budgets, o r by specific com pulsory contributions 

levied and applied in accordance with legislative requ irem en ts.

T herefore, Government capital expenditure on the construc

tion of agricu ltural p ro jec ts, roads, highways, bridges, schools, hospitals, 

prison buildings and law courts, rad io  and television cen tres and sim ila r
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pro jec ts a re  all considered part of the GFCF of G eneral Government.

$  2. METHODS OF ESTIMATION

GFCF by Private E n terp rises and Non-Profit Institutions :

GFCF by private en te rp rises  and non-profit institutions is  

equivalent to that of the private sec to r which was estim ated in  the m anner 

described in the previous sections.

It is  to be noted that GFCF in dwellings and in non-residential 

buildings a re  m erged together and th e ir aggregate shown under ,fBuildings'* 

in Tables IV-25 and IV-26.

2 .2 . GFCF by Public E n terp rises :

GFCF by public en te rp rises  is  derived from  the accounts of 

Government Agencies listed  on page 201 above. Expenditure by the Develop

m ent and Planning Board, C entral Government and other Government agencies 

on pro jects used by public en te rp rises  a re  also  included.

It can also be derived from  Tables IV-21 below by adding up 

public GFCF in Manufacturing, E lec tricity  and W ater, Transportation* 

Storage and Communications (less expenditure on the construction of roads, 

bridges, a irp o rts  and sim ila r community pro jects included in th is industry
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g ro u p ^ ), Wholesale and R etail T rade , and Banking and Insurance.

2 .3 . GFCF by General G overnm ent:

GFCF by G eneral Government is  derived from  the accounts of 

agencies em braced by th is heading. It is , in fact, the difference between 

Public GFCF and the GFCF by Public E n te rp rises .

F rom  Table IV-21, General Governm ents' GFCF can be 

derived by adding up the figures rela ting  to ''A griculture” , "Public Admin

is tra tio n ”, "Services”, and the expenditure on roads, bridges, a irp o rts  and 

the like - which, for the p resen t purpose of classification  a re  excluded from 

the industry group "Transportation, Storage and Communications” .

1) Government expenditure on the construction of roads, bridges, a irp o rts  
and the like during 1957-1962 is  as follows :

(ID 000)

1957 1958 1959 1960 1961 1962

1400*3 9904.9 9348.3 10242.2 11665.4 8493.5
H Q o r j

i_________ :_____________________________________________________________
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SUMMARY OF THE RESULTS; COMPARISON WFTH 

OTHER ESTIMATES; AND RELIABILITY

T his chapter is  designed to  p resen t, in a very  concise form , 

the re su lts  of our estim ates of the G ross Domestic Fixed Capital Form ation 

in Iraq during the six years  1957 - 1962. The arrangem ent of the chapter is  

as follows :

A. Summary of the Results

B. Comparison with Other Estim ates

C. Reliability of the Estim ates

D. Concluding R em arks.

$  A. SUMMARY OF THE RESULTS

The estim ates of GDFCF a re  shown in various form s of 

classification in twenty-eight tab les, sta rting  with aggregate figures and 

continuing to  th e ir  breakdown by sec to r, type of asse t, industry group, and 

type of p u rch aser. Table IV-1 re la te s  to the g ro ss proportions of GDFCF 

to GDP and GNP, at cu rren t factor cost and a t m arket p r ic e s .

Tables IV-2 to IV-4 show the classification  of aggregate
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GDFCF by secto r ( i .e . ,  Public and Private), at cu rren t and at constant p rice s . 

Within the private secto r, Tables IV-2 and IV-3 show the share  of the oil 

com panies.

The classification of GDFCF by type of a sse t is  shown in 

Tables IV-5 to IV-13. The f irs t two tables p resen t the figures for the 

country as a whole, while the th ird  table shows the percentage contribution 

of each type of asse t to GDFCF at constant p rice s . The rem aining tab les, 

i . e .  IV-8 to IV-13, re la te  to the classification by type of asse t of public and 

private GFCF.

GDFCF by industry group is  given in Table IV-14. Its counter

part at constant p rices is  given in Table IV-15. The classification  of public 

and private GFCF by industry group is  shown in Tables IV-17 to IV-20, all 

at constant p r ice s .

Detailed classification of public and private GFCF by type of 

asse t and industry group, is  shown in Tables IV-21 and IV-23, respectively . 

Each of these two tables has its  counterpart at constant p r ice s .

C lassification of GDFCF by type of a sse t and type of purchaser 

is  presented in Tables IV-25 and IV-26. The fo rm er shows the estim ates at 

cu rren t p rice s , while the la tte r shows them at constant p r ice s .

The, secto ral investm ent-value added ra tio s  a t cu rren t and at 

constant p rices a re  shown in Tables IV-27 and IV-28, respective ly .

It is  to be observed that the te rm  "constant p rices"  re fe rs  to
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the p rices of 1957 as was explained in Chapter II above.

1. As can be seen from  Table IV-1, over the period 1957 - 1962, 

GDFCF accounted for a fairly  stable proportion of GNP at cu rren t m arket 

p rice s . It accounted, on average for one-fifth of GDP at cu rren t m arket 

p rices, and for about one-quarter of GNP at cu rren t factor cost. The trend 

in the ra tio , however, is  downward; from 23 per cent in 1957 to a little  over 

17 per cent in 1962. The highest ra tio  was reg is te red  in the in itia l y ea r and 

the lowest in the term inal y ea r.

In absolute te rm s , the 1958 and 1959 figures a re  the lowest, 

which partia lly  explains how sensitively GDFCF reacted  to the political 

instability prevalent during the two y ea rs  in question.

2 . From  Table IV-3, we observethat at constant p rices , GDFCF 

ro se  from ID 106.3 m . to about ID 118.0 m . ( i.e . 11 per cent) from  the 

in itial to the term inal y ea r. The r is e , however, was g rea te r  in 1961 which 

recorded a percentage increase  of ever 24 per cent.

3. In the distribution of GDFCF by category of u se rs , i . e .  public 

and private sec to rs , the share of the public sec to r (in constant p rices) 

declined from  55.3 per cent in 1957 to 48.7 per cent in 1962 (see Table IV-4); 

in absolute te rm s , however, the share rem ained fairly  constant at the level 

of ID 56 m  per y ea r. Compared with 1957* public investm ent during the 

period shows a slightly declining trend (see Table IV-3).

With reference  to the private se c to r 's  share , the s ta tis tica l
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evidence of Table IV-3 shows that p rivate  investm ent (except oil companies) 

dropped m arkedly in 1959. The decline was mainly in A griculture, Manu

facturing and T ransportation (see Table IV-20). The enforcem ent of the 

ag rarian  refo rm  law, the introduction of some im port re s tr ic tio n s  (especially 

on m otor vehicles), and the political tu rm oil during 1959 may explain this 

sudden drop in private investm ent.

Excluding 1958 and 1959, private GFCF (other than Oil Companies) 

shows a ris in g  trend from nearly  ID 43 m . in 1957 to over ID 55 m . in 1962,

The Oil Companies' investm ent during the f irs t  two y ears  and 

the term inal y ear w ere alm ost the sam e, amounting to an annual investm ent

of ED 5 m . During 1959-1961, however, the companies made substantial

1)investm ents; especially  in the form  of fixed plant and p ipe-lines. This 

increase  in the com panies' investm ent, therefo re , offset the decline in private 

GFCF during 1959, Thus, while private investm ent, other than oil companies, 

declined by 15 p er cent in 1959, the inclusion of the oil com panies' invest

ment made private investm ent 8 per cent higher than its  1957 level.

4 . The classification of GDFCF by type of asse t revea ls that the 

share of "construction" ( i .e . ,  buildings plus other construction and works) in 

GDFCF increased . At constant p rice s , it increased  from  69 p er cent in 

1957 to  71 per cent in 1962; but between these two y ea rs , its  share was as

1) F or details on the oil companies see Chapter VI.

>
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high as 75 p er cent (see Table IV-7). In absolute te rm s , the average annual 

investm ent in new construction was about ED 84 m . at constant and curren t 

p rice s , out of an average annual GDFCF of ID X13 m .

If investm ent in new construction is  broken down into th ree 

variab les, nam ely, dwellings, non-residen tial buildings and other construc

tion (see Table IV-7), the average contribution of these variab les to total 

investm ent in construction becomes 26 p er cent, 20 per cent and 54 per cent, 

respective ly . T heir average percentage share  to to tal GDFCF, however, 

becom es 20, 14 and 40.

5. The share of "M achinery and Other Equipment" in GDFCF at 

constant p rices declined from  24 per cent in 1957 to 22 p er cent in 1962.

The decline was even g rea te r  between these two y ea rs , especially  in 1959 

(see Table IV-7). It was m ainly in the private sec to r, w here the percentage 

ra tio  of this type of asse t to total p rivate  GFCF at constant p rices dropped 

from  35 per cent in 1957 to 17 per cent in 1959, as can be seen from Table

IV-13.

6. The share of "T ransport Equipment” in GDFCF at constant 

p rices  rem ained alm ost stable at about 7 p er cent; with the exception of the 

y ear 1959 when it  declined to about 5 per cent, Again, this drop was in the 

private sec to r when in that p articu lar y ea r private investm ent in th is type of 

a sse t dropped from  12 per cent in 1957 and 1958 to 6 per cent in 1959 (see 

Table IV-13).
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7. Assuming that the value of im ported construction m ateria ls  

embodied in investm ent in "Construction" is  offset by the value of dom estic

ally-m ade equipment and furniture included in "M achinery and Other Equip

ment" and "T ransport Equipment", we may in fer, albeit roughly, that during 

1957-1962 about 75 per cent of GDFCF in Iraq was in dom estic ally-m ade 

capital asse ts  and 25 per cent in im ported capital a s se ts .

8. From  Tables IV-8, 9 and 10, which contain the classification 

public GFCF by type of a sse t, we observe that, a t constant p rices ,

"construction" accounted for about 85 per cent of to tal public investm ent, 

while "m achinery and other equipment" and "transpo rt equipment" accounted 

for about 12 and 3 per cent, respectively . Table IV-10 shows that m ore than 

62 per cent of annual public investment was in "other construction and works" 

in the form of roads, bridges, irrigation  p ro jec ts, railw ay lines and sim ila r 

construction. The share of "non-residential buildings" was second, account

ing for about 22 p er cent of total public investm ent.

9. The classification of private GFCF by type of asse t is  presented 

in Tables IV-11, 12 and 13. The m ost noteworthy feature in private invest

ment is  that it is  overwhelmingly dominated by building construction, which 

accounted for nearly  48 per cent of the annual private investm ent a t constant 

p rice s . Within th is , however, residen tia l construction (dwellings) accounted 

for the m ajor p a rt. In absolute te rm s , building construction shows a ris in g  

trend from ID 23 m . in 1957 to m ore than ID 29 m . in 1962 (see Table IV-12).
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Investment in "other construction and w orks", which pertains 

mainly to the oil com panies, shows a participation in to tal private GFCF by 

4 and 8 p er cent in 1957 and 1962, respectively . A notable increase in the 

participation of about 25 per cent was made during 1959-1961 (see Table IV- 

13).

Investment in "m achinery and equipment" in absolute te rm s , 

ro se  from ID 16.5 m . in 1957 to about ID 20 m . in 1962 (both at cu rren t and 

at constant prices); but this category 's re la tive  contribution to  private 

capital formation declined until the end of 1961, and slightly ro se  in 1962. 

The only significant decline, however, occurred in 1959, when m achinery 

and equipment proper accounted for 13 per cent of to tal private investm ent 

(17.4 per cent including furn iture and fix tures).

In so far as " transport equipment" is  concerned, we observe 

from Table IV-12 that at constant p rices , private annual investm ent in this 

type of asse t was about ID 6 m . Its re la tive  im portance rem ained alm ost 

at a stable level of 12 per cent of total private investm ent. But the 1959 

figure was as low as ED 3 m .

10. The classification  of GDFCF by industry group (sectors) 

(tables IV-14 to 16) revea ls that at constant p rices "transporta tion , storage 

and communications" and the "ownership of dwellings” made the la rgest 

contributions to the GDFCF. The form er secto r contributed by an annual 

average of 22 per cent, the la tte r  by about 20 per cent.
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Of the other sec to rs , agricu lture and m anufacturing each 

accounted for about 13 per cent per annum. A notable feature in the 

contributions of these two secto rs is  that while the agricu ltu ral se c to r 's  

contribution shows a continuous decline from 17.3 per cent in 1957 to 9.4  per 

cent in 1962, the manufacturing se c to r 's  contribution fluctuated between 16 

and 8 per cent during 1957-1960, but ro se  to 18 per cent in 1962.

The share of mining and quarrying increased  from 4 .6  p er 

cent in 1957 to  16.7 per cent in 1960, but dropped to just over 4 p er cent in 

1962. The share  of the se co tr 's  construction, wholesale and re ta il trade , 

and public adm inistration fluctuated between 2 to 4 p er cent throughout the 

period; but a r is in g  trend can be observed in the contribution of the serv ices 

sec to r, where it increased  from  7 per cent in 1957 to m ore than 11 per cent 

in 1962. The lowest contribution (less than 1 per cent), however, is  reg is te red  

by the banking sec to r.

11. Tables IV-17 and IV-18, which p resen t the classification  of 

public GFGF by industry group a t constant p rice s , show that the tran sp o rta 

tion sec to r accounted for 30 to 37 p er cent of annual public capital form ation.

In absolute te rm s , public expenditure on transpo rt pro jects increased  from 

ID 18 m . in 1957 to ID 21 m . in 1962.

The agricu ltural sec to r ranked second throughout 1957-1961, 

but dropped to th ird  place in 1962. Its contribution to to tal public capital 

form ation declined from  24 per cent in 1957 to about 11 p er cent in 1962.
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Manufacturing accounted for 19 per cent of public investm ent 

in 1957 and for 18 per cent in 1962, but within these two dates, its  contribu

tion  fluctuated, dropping to 2 .2  per cent in 1960. The strik ing  decrease  in 

th is  y ea r, however, was due m ainly to the rev ision  of the "Provisional 

Economic Plan" and the introduction of a detailed one.

It is  in teresting  to note that from 1958 onwards public invest

m ent in th is sec to r was rela tively  and absolutely lower than in 1957.

E lectricity  and w ater accounted, on average, for 11 per cent 

of public investm ent. In the trade sec to r public investm ent was 1 .7  per cent 

in 1957 and 0.1 per cent in 1962, while in the banking sec to r it rem ained 

fa irly  constant at 1 per cent.

A notable sphere in which public investm ent shows an in c re a s

ing trend is  the serv ices secto r, w here public investm ent ro se  from  8 per 

cent in 1957 to  17 per cent in 1962.

If public investm ent is  divided between "Public E n terp rises"  

and "G eneral Government" (see Table IV-26), then it can be seen that on 

average 40 per cent of public investm ent is  within the f irs t category, and 

60 p e r cent within the second.

If, on the other hand, we classify  public investm ent into two 

sec to rs , the "commodity-producing se c to r" ( i .e .  A griculture and M anufactur

ing), and the "com plem entary sec to r"  ( i .e . the rem aining sec to rs  shown in 

Table IV-18), then it  can be seen from  Table IV-18 that, on average, 33 per
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cent of annual public investm ent fa lls within the f irs t secto r and 67 per cent 

within the second sec to r.

12. The classification of private GFCF by industry group a t^esi 

constant p rices (Tables IV-19 and IV-20) shows that the dominating secto r is

I the "ownership of dw ellings". It accounted, on average, for 40 per cent of

annual private investm ent. In absolute te rm s , it increased  from  ID 19 m . in 

1957 to m ore than ID 24 m . in 1962.

The contribution of the mining sec to r, which mainly rep resen ts  

oil companies investm ent, ro se  from  10 p er cent in the in itial y ear to 30 per 

cent in 1961, but fell to 8 per cent in 1962.

Between the in itial and the term inal y ea rs , the share of the 

m anufacturing sector in to tal private investm ent ro se  from 12 per cent to 

18 per cent, but in the intervening y ea rs , its  share  fluctuated, dropping to 

5 per cent in 1959.

The m ost m arked decline in private investm ent occurred in 

the agricu ltural sec to r, where in 1959 and 1960 the contribution of th is secto r 

dropped to  3 and 3 .2  per cent respectively .

Private investment in the tran sp o rt secto r rem ained fairly  

stable, accounting for 10 per cent of annual investm ent. An exception to 

th is , however, is  the year 1959 in which the contribution of th is secto r 

decreased  to 6 per cent.

If private investm ent is  divided into two sec to rs : commodity-
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producing sector ( i.e . ag ricu ltu re , mining, manufacturing and construction), 

and "com plem entary secto r" ( i .e . the rem aining sec to rs  shown in Table IV- 

20), then it can be seen from Table IV-20 that on average 42 per cent of 

annual private capital form ation is  made in the f irs t category, and 58 per 

cent in the second. If, however, we exclude the mining sec to r (which mainly 

rep resen ts  oil com panies' investm ent) from  the f irs t category, then private 

investm ent in the commodity-producing sec to r w ill drop to about 21 p er cent.

13. The investm ent-value added ra tio s  for each industry group 

(sector) at cu rren t and at constant p rices a re  shown in Tables IV-27 and 

IV-28, respectively .

Since the g ross value added of each industry is  a m easure of 

its  productive activity, these ra tio s  enable us to see each industry 's  invest

ment activity w ithin the context of its  productive activ ity . When the percen t

age ra tio  of GFCF to GVA in a p articu lar industry  exceeds 100 per cent, as 

in the case of e lec tric ity  and w ater and ownership of dwellings, it means 

that the financing of capital form ation is  made either from  accumulated profits 

from previous y ea rs , or some other sources of finance m ust have been found.

These ra tio s , however, a re  not as accurate as if  they were 

calculated for the public and the private sec to rs  separate ly . This is  because 

public investm ent is  mainly financed from  the share of Government in oil 

revenue which originates in the mining industry .



216

rH
£
H

9
m
<3}Eh

W
©
o

£
■p
©

-p
cd

CMvO
H

I

ISIT1
cs

f=H
o

*30

1
•

PhJ5o
p<
8

ooo
QH

*« ^Sus

os
M
US

CVJ•* \>Qus

rH••US

pH
o

c

-P -P w
cd © © 

£} ^  -H

-P -P w
cd © ©

^  JO S

-P U cd o -P -P to P-I o o S  (d o  
e>

-P  Sh 
Cd O -P  

„  -P  w 
Pn O Q 
Q  c d O  
O

J-i
cd©

>H

vO vO rH
* • •

Ov u s CM OS
CM CM CM

CO

vO

US

OS

CM

c ?

VO OS I—Ius
rH

VO OS US I—IvO
- ±

ovOVOos
COOS

o
VOooos
-3

£SUS
ov
H

\ o

COo
CO
OSos

00USCMCM

ousCMvO
O

us
vOCO
IS-

3

£>-OO
rHOus

Ovi—I
rH00
US
US

O
Ov00
OS
CM-3-

o05oo
6

o
VO00o
CM
US

O o O o
• • * •

o o o oo CM vO VO
CV vO OS O

8 Ov
O

us
vO

us
rH

US US vO

OV•
Ov
rH

O
•

OS
CM

I—1 •
Ov
rH

■3-
.

Ov
rH 2

0
.2

2
1

.0

CM
•

0-
1—1

L‘lZ

i—1

3 ej

vO
•

us
CM

os
•

VO
CM 2

1
.1

CM OS OS OS rH
• • • • .

O o rH CM co
CM CM CM CM rH

rH IN- rH Ov 00 u s
. • . • • .

O CM Ov VO OS
Ov O - Ov OS i—1 OS
CM 00 US CM CM CM

VO IN OS O IN Ov
O OV o CM os rH
rH rH iH rH rH

O
•

o
,

O
•

O
•

O
.

O
.O0000

O V
Ov
US

O o o o
♦ ♦ . •us C'w OV o

Ov OS rH USus OS OS IS 
OS VO CM OS
o s ov US Ovus US vO VO

o
♦

o
•

O
•

o
•

ous
US-3-

VOus

o
CM

06  
US 

vO

00
US
OvH

OV o 1—1 CM
US VO VO vO
o v OV o v Ov
rH 1—1 1—1 H

rH CM

GD
P 

and
 

GN
P 

at 
Fa

ct
or

 
Co

st 
ar

e 
H

as
ee

bs
 

es
ti

m
at

es
, 

sh
ow

n 
in 

A
pp

en
di

x 
IX 

Ta
bl

e 
2.

GD
P 

and
 

GN
P 

at 
M

ar
ke

t 
Pr

ic
es

 
ar

e 
de

riv
ed

 
bry 

ad
ju

st
in

g 
th

e 
fi

gu
re

s 
in 

Co
lu

m
ns

 
(1

) 
an

d 
(2

)
fo

r 
ne

t 
in

di
re

ct
 

fa
xe

s.
 

In
di

re
ct

 
ta

xe
s 

and
 

Su
bs

id
ie

s 
ar

e 
sh

ow
n 

in 
A

pp
en

di
x 

IX 
Ta

bl
e 

15



2X7

CM

M

E-h

CM
NOO
rH

I
(VU>
0s
H

g

O
w
CO

p

P«H
o

ho

g

B<3jo
H

&
CO
CO

c_>

W0o
•rl
£
-P
£

.2
3
-PC[J

O
O
O

P
H

O ^

g -
e -

IVun
ON
rH

O rH UN H rH CM
0 * * • 9 9 6
0 O CM IV ON On CM
rH O ON O n rH CM rH

H H rH 1—1

CJ
&
0

-P
flj>

o

6
o

*rl
rH
rO

iS

rH IV rH ON 00 UN
• • • • • O

O CM ON NO C'N
*—* . On IV ON C’N rH C'N
UN CM CO UN CM CM CM

NO IV ON O IV ON
O ON O CM . C'N rH
rH rH rH rH rH

on

r3 v"
-p  +

CM

(00
1

f
o

ON

rH
d

pL,
S

° ^ - e u
© Pn Ct5 CM

H 8 
> S 3

£

JH
ct3©

H

rH ON O C'N IV CM
• • • • 9 •

NO NO NO ON CM rH
NO C'N rH NO 00 ON

NO CM ON UN rH
IV CM 00 IV rH
-=fr -=}- NO IV NO

un
NONO
-3-

NO
•

U \
NO
UNUN

00
6? 6̂  

CM
H  CM

IV  UN 
• •

IV  O
O - rH

3  &
CM

O ON ON ON O IV
• 9 • 9 9 9

rH 1--1 IV UN UN O
O IV nO UN O CM
00 O ON UN rH
CM IV NO UN UN
-3- ON ON UN UN

O 00 rH NO H ON
9 9 • 9 9 a

UN 
■ ON

00
IV

O
IV

CM
O

0 0 CM ON 00 NO &00 UN CM H ON
UN UN UN UN UN UN

IV 00 ON O 1—1 CM
UN UN UN NO NO NO
ON ON ON ON ON O n
rH rH 1—1 rH rH rH



2X8

CM
NO
O '
r—1

1

I N
v r
ON
H CO

©
o

•H
O
E-< £
O
w / - N

ON CO N -
1 U N

O n  O
M  pq H  O

o
. •
to  o -P  Q
P I t o C H
f t !  Q c3 w
< a j O • p
Eh co

f e
C
o

o
to
O -p

E
cx5

o
H
Pm
H
CO
CO
■=3lH
O

oIN-
UN O  
ON ll o 
H  iH

00O
rH

OOo r-
On

o ON
•0000UN

(N-

CMOOONUN00oON
CM

NOo I—I

00
ON

COOi—I
oo oo

rH
IN-
UN
ON

JN- NO
m •

rH C'-ON O
O  CMH

00 oooo
rH

O

0000 CM

NO
CM
CO

O O0>o
O nUN

CMO On
CM

OO

O©
00
NO00

ON00 00 
H  ON 
ON NO 
ON ON

■H 0  O

00
ON

00
ON

ONOIN- O
un  | | oOn <—!

ON00oo

00

0000
UN

00
UN
ON



Total GDFCF

Private G FCF including Oil Companies

Public GFCF

Private GFCF (except 
Oil Companies)

Oil Companies

GDFCF by Sector (at Constant Prices
Sources: Table IV-5
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C H A R T  2

Other Construction and Works

Buildings

Machinery and Other Equipment

Transport Equipment

1957 1958 1959 I960 1961 1962

G.D.F.C.F. by Type of Asset (at Constant Prices)

Sources: Table IV-6
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Public G.F.C.F. by Type of Asset (at Constant Prices) 

  __  Total
........  Other construction and works

Non-residential buildings 
Machinery and other equipment 
Transport equipment
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$ B. COMPARISON WITH OTHER ESTIMATES

It is  expedient to com pare our estim ates of GDFCF and its  

components with the available es tim ates . This com parison w ill aid us in 

the evaluation of our figures. The com parison, however, is  partia l and 

incomplete because there  a re  no detailed and com prehensive capital fo rm a

tion estim ates covering the 1957 - 1962 period, other than the presen t study. 

Hence, the com parison is  e ither with a p articu lar component of capital fo rm a

tion during the relevant period, or with aggregate capital form ation in certain  

y e a rs . In what follows, the com parison is  made with th ree se ts  of estim ates:

1. H aseeb's estim ates of the G ross Output of Construction 

during 1957-1961 ;

2. Kanaan's estim ates of GDFCF during 1960-1962 ;

3. Abu El-Haj*s estim ates of GDFCF during 1957.

B .l .  Comparison with H aseeb 's E stim ates of G ross Output of Construction,*^ 
1957 - 1961.

Both Haseeb’s and the presen t estim ates of the g ross output of 

construction w ere based on the sam e sources of date, but our approach of

1) Note: The com parison is  confined to the period 1957-1961 due to the fact 
that H aseeb 's figures for 1962 could not be ascerta ined .
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estim ation, and the definition of what constitutes capital expenditure, may 

differ# This is because Haseeb was p rim arily  concerned with the value added 

in construction, and not with the conceptual differences in the treatm ent of 

certain  types of construction in the capital form ation estim ates .

Since our estim ates of ru ra l construction w ere based on 

Haseeb1 s figures, the com parison is  confined to urban construction only.

(i) At f irs t, le t us com pare the estim ates of urban buildings for 

which we both relied  on the "S tatistics of Building P erm its” . The relevant 

estim ates and the average costs of construction a re  shown in Tables IV-29 

and IV-30, respectively .

From  Table IV-29, it can be seen that H aseeb's estim ates 

are  strikingly higher than ours. The explanation for th is sizable difference 

is  that for the period 1957-1959 we applied the average cost of a new building 

(shown in Col. 1, Table IV-30) to the number of perm its issued for new 

buildings during that period. Then the re su lt was adjusted for the six  

months' tim e-lag . The average costs used w ere those reported  in the 

"S tatistics of Building Perm its", but uplifted by 10 per cent.

For the rem aining period, our estim ates w ere arrived  at by 

using the cost of building construction (reported in the "S tatistics of Building 

Perm its"), after the necessary  adjustm ent for the tim e-lag  and under

estim ation, as explained in Chapter III above.

1) For m ore details, see Chapter XIII.



TABLE IV-29

EXPENDITURE CBST THE CONSTRUCTION CF URBAN BUILDINGS. 1957-1961 

(Based on the  " S ta t i s t i c s  o f B uild ing  P erm its '')

(ID 000)

Year HASHB* HASEEB* difference

(1 ) ( 2 ) (2 ) -  (1 )

1957 l6ij46.9 2101A.0

1—1 

£+

1958 15318.!). 21978.0 + 6659.6

1959 20171.5 30921.0 + 107A9 .5

i 960 19011.6 37056.0 + 180!U).. A

1961 25259.8 A5159.0 + 19899.2

* Excluding expenditure on r e p a ir  work.

Sources? a) F igures in  Col* (1) re p re se n t th e  sum o f P riv a te  GFCF 
in  Dwellings (shown in  Table X III-59 p a ra . 3) and GFCF 
in  N on-R esidential B uildings (shown in  Table I I I - 2 ) .

b) F igures in  Col. (2) are  derived  from Table 62 in  Haseebcs 
N ational Income of I ra q , 1953-1961* (RoI . I .A. ,  Oxford 
U niversity  P ress, 19&0 p . 108.
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TABLE IV-30 

AVERAGE COSTS OF CONSTRUCTION, 1957 - 1961

(ID)

Tear HASHIM HASEEB
As Reported in  

the 11 S ta t i s t i c s  o f 
B uilding Permits®9

(1 ) (2 ) ( 3 )

1957 1705 21 7 2 1550

1958 I 6 5 O 2379 1500

1959 1716 2 6 3 8 1560

i 960 1273 2572 1157

1961 1436 2572 1306

Haseeb, on the other hand, arrived  at h is estim ates (for 1957- 

1961) by f irs t adjusting the num ber of building perm its for the six  months1 

tim e-lag , and then applying the 1956 average cost which he estim ated at 

ID 2172, The figures w ere then "revalued at cu rren t p rices by using an 

index based on inform ation obtained from  con tracto rs in Mosul and Baghdad 

on the average cost of building per square m e tre”^  during that period.

1) Haseeb, K ., The National Income of Iraq, 1953-1961, R .I . I .A . ,  (Oxford
U niversity P ress, 1964) p. 109.
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My conclusion is  that H aseeb's estim ates a re  upward biased, 

for two main reaso n s. F irs tly , he calculated the average cost of a new 

building at 1956 p rices on the basis of inform ation from  con trac to rs . This 

average cost seem s to be too high com pared with the one reported  officially 

in 1957,*^ even when allowance is  made for underestim ation. Secondly, the 

official annual average cost (shown in Col. 3 Table IV-30), and the price 

index of building m ateria ls  (shown in Table II-2) show a downward trend in 

the cost of construction, while H aseeb's methods of revaluation resu lted  in 

an upward trend  in the average cost.

(Li) The next stage is  a com parison of our estim ates of urban 

buildings as a whole with those of Haseeb.

Since Haseeb assum ed that the "S tatistics of Building Perm its"

2)
covered all buildings, whether public or p rivate , h is es tim ates of urban 

buildings a re  the only ones shown in Table IV-29, Col. 2. But, as pointed 

out in Chapter XIII, the "S tatistics of Building Perm its" did not cover build

ings belonging to  the public sec to r. Hence, if  we add public expenditure on 

the construction of urban buildings to our estim ates of urban buildings shown 

in Table IV-29, Col. 1, H aseeb's figures become lower than ours, as can be

1) Ib id ., p. 108. Note that Haseeb assum ed that there was no change in the 
average cost between 1956 and 1957.

2) Haseeb, K.., An Estim ate of the National Income of Iraq, 1953-1956, Ph.D. 
D issertation  submitted in the U niversity of Cambridge, 1959, p. 333.
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seen from Table IV-31*

TABLE IV-31 

URBAN BUILDINGS (Private and Public) 

(ID 000)

Year HASHIM
(1 )

HASEEB
(2 )

DIFFERENCE 
( 2 ) -  (1 )

1957 34764.2 2 1 0 1 4 .0 -  13750.2

1958 30276.0 2 1 9 7 8 .0 -  8 2 9 8 .0

1959 37394.3 3 0 9 2 1 .0 -  6473.3

I 9 6 0 3 6 6 0 8 . A 37056.0 + 447.6

19 6 1 45824.8 45159.0 -  6 6 5 .8

S o u rces: 1. F igures in Col, 1 a re  derived from  Table IV-5 to tal (1) less
ru ra l buildings shown in Chapter XIII Table XIII-12,

2, F igures in Col. 2 a re  from  Table IV-29 above.

(iii) The com parison between H aseeb's and our estim ates of expen

diture on construction, other than buildings ( i.e . other construction and works), 

is  shown in Table IV-32. It is  evident from  th is table that within the private 

secto r H aseeb 's figures a re  higher than ours for the f irs t th ree  y ea rs , and 

substantially lower for the last y ea r. Within the public sec to r, H aseeb's
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TABLE IV-32

OTHER CONSTRUCTION AM) WORKS 

(ID 000)

HASHIM HASEEB DIFFERENCE

Year P riv a te Public P riv a te Public P riv a te
; (3 ) -  (1 )

Public 
(4) -  (2 )

(1 ) (2) ( 3 ) (4) j (5 ) ( 6 )

1957 1 9 1 2 .1 3 6 6 5 2 . I 7403.0 1+1+3 5 0 .0 : + 51+90.9 + 7697.9

1958 3 6 8 6 .2 3 6 2 0 6 .8 11871+. 0 1+8353.0 ; + 8I 8 7 .8 + 1 2 1 4 6 .2

1959 1 1 2 5 6 .3 3 1 0 3 1 .8 1 2 2 9 8 .0 39881+.0 ; + 101+1.7 + 8 8 5 2 .2

I .960 1 9 3 2 4 .8 34111.1 I 8 8 7 0 .O 35347.0 : -  454.8 + 1235.9

1 9 6 1 1 8 7 5 6 .1 3 6 8 7 0 .5 9792.0 31+2 6 2 .0 : -  8 9 6 4 . I -  2 6 0 8 .5

Sourcess 1 . F igures in  Col. ( l )  are deriv ed  from Table IV-11 above.
2 . F igures in  Col. (2) are deriv ed  from Table IV-8 above.

3« F igures in  Col. (3) and (ip) are  derived  from H aseeb's
N ational Income o f I ra q , 1953-19^1> Table 6lp0
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a re  higher than ours, except for 1961.

The explanation for these differences may be sum m arized as

follows :

a )  Private Sector. The difference is  due to H aseeb 's over-

estim ation of the oil com panies' expenditure during 1957-1959, and h is under

estim ation during 1960-1961. Though both estim ates w ere derived from  the 

sam e source of data, i . e .  the com panies' capital expenditure statem ents, it 

is  not possible to  d iscern  how Haseeb had arrived  at the figures shown in 

Col. 3 of the above tab le. In fact, his estim ates for 1957 and 1958 a re  even 

higher than the oil com panies' to tal GFCF.

For the year 1961, the reason  for H aseeb's low figure may be 

a calculation e r ro r ,  since the oil companies* expenditure in this year was 

n ea re r to ID 19 m . than the ID 9 m . given by Haseeb.

It is  noteworthy to indicate here  that the two estim ates of the

oil companies’ expenditure w ere shown to severa l people of authority at the 

com panies' London office who confirmed that our figures a re  m ore definite 

than H aseeb 's.

b) Public S ecto r. For the y ear 1961, H aseeb's figures a re

m ostly budgetary estim ates while ours a re  based on actual expenditure.

F or the period 1957-1960, H aseeb 's high estim ates a re  mainly 

due to the fact that they include (while ours exclude) expenditure on rep a ir  

work and on construction for m ilitary  purposes. Another reason  for the
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discrepancy may be attributed to difference in classification m ethods. Thus, 

what is  classified  here as "non-residential buildings11 might be considered in 

Habeeb's figures as "other construction and w orks".

(iv) The overall com parison between the two estim ates of the 

g ro ss output of construction is  made in Table IV-33. It rev ea ls  that if we 

exclude from  H aseeb's figures item s which w ere not originally included in 

ours ( i .e . ,  m ilita ry  construction and rep a ir  work), then they a re  lower than 

our estim ates (except in 1958),

However, since H aseeb 's estim ates of urban buildings did not 

include public buildings, and, furtherm ore, he used inflated average costs 

in his estim ation, the conclusion is  that the present estim ates a re  m ore 

accurate . Hence, the proper estim ates of the g ross output of construction, 

for the purpose of deriving the value added in the construction sec to r, should 

be our figures shown in Col. 1 Table IV-33, plus the figures shown in Col. 3 

of the same tab le .
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TABLE IV-33

COMPARISON BETWEEN HASEEB’S AMD OUR ESTIMATES 

CF THE GROSS OPTFDT OF CONSTRUCTION. 1997-1960*

(ID 000)

Year HASHBi HASEEB
Expenditure on 

Repair Work 
and M ilita ry  
C onstruction

HASEEB

(2 )- (3 )

DIFFERENCE 

( 4 ) -  (1)

( 1 ) ( 2 ) (3) (4) (5)

1957

1958

1959

1960

73528.0

70371.4 

79887.8

90252.5

75103.0

84555.0

84543.0

93124.0

9644.5

7 3 6 0 .1

1 2 8 6 7 .2

IO8 3 2 .6

65458.5

77194.9

71675.8

82291.4

-  8 0 6 9 .5  

+ 6 8 2 3 .5

-  8212.0 

-  7961.1

* The y e a r  19 6l  i s  n o t considered  here  on the  grounds th a t  H aseeb's 
e s tim a tes  o f p u b lic  co n s tru c tio n  were m ainly budgetary  e s tim a te s .

Sources? 1 . F igures in  Col. ( l )  a re  the  sum o f item s I  and I I  of 
Table IV-5 above.

2. F igures in  Col. (2) are  derived  from Haseeb’s N ational 
Income e s tim a te s , 1953-19^1 ( R .I . I .A . , Oxford Univers
i t y  P ress, 19& 09 Table 6 7 , p . 114.

3* F igures in  Col. (3) are  from Table 4 , Appendix VII 
below.
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B.2. Comparison with Kanaan*s E stim ates of GDFCF, 1960-1962 :

Kanaan's estim ates of GDFCF overlap with ours for the years  

1960, 1961 and 1962. His estim ates can be classified into two components, 

namely, m achinery and equipment (including furn iture , fix tures and transpo rt 

equipment) and construction, as shown in Table IV-34.

TABLE IV-34

KANAAN’S ESTIMATES OF GDFCF IN IRAQ, 1960 - 1962

(ID 000)

i 960 1961 1962

1 C onstructions
a* P riv a te  Urban C onstruction  
b . Public Urban C onstruction

i 22471.0
: 33367.0

31307.0
31902.0

32002.0
26868.0

Ib ta l  Urban C onstruction? : 55838.0 63209.0 58870.0
c. Rural C onstruction 1458.0 1476.0 1494.0

Total GFCF in  Construc
t io n  s ; 57296.0 64685.0 60364.0

2 Machinerv and Eauipment, 
F u rn itu re  and F ix tu re  s Q and 
T ransport Equipment % 25889.0 31082.0 33153.0

TOTAL GDFCF S- ■ 83185.0 95767.0 93517.0
)

Sources: Kanaan, T .H ., Input-Output and Social Accounts of Iraq , 1960- 
1963, M inistry of Planning, Baghdad, September 1965.
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Since Kanaan’s figures and our estim ates for ru ra l construc

tion a re  p rim arily  based on H aseeb's work, com parison here is  confined to 

urban construction and m achinery and re la ted  equipment. ̂

(i) GFCF in "M achinery and Other Equipment'* and "T ransport 

Equipment. The com parison between Kanaan’s and our estim ates of GFCF 

in the above item s is shown in Table IV-35 below. It can be seen that 

Kanaan’s estim ates a re  lower than ours by ID 4 m . in the f irs t two y ea rs , 

and by ID 2 .5  m . in the term inal y ea r. This discrepancy may be due to 

differences in the utilization of basic data of im ports, o r to differences in 

the m arking up of the ir c . i . f .  values. F urtherm ore, our estim ates include 

(while Kanaan's exclude) Government purchases of saloon c a rs , and the 

value of dom estically-m ade agricu ltural im plem ents.

1) Note that ru ra l construction in Kanaan’s estim ates is  inclusive of expen
d itu re on rep a ir  and rebuilding, while ours excludes such expenditure. 
For further details see Chapter XIII, Table XIII-24.
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TABLE IV-35 

"MACHINERY AND OTHER EQUIPMENT" 

AND "TRANSPORT EQUIPMENT"

(ID 000)

Year HASHIM*

(1 )

KANAAN
(2 )

d if fe re n c e  
(2 ) -  (1 )

i 960 29987.ii- 25889.O -  /j-098.4

1961 35552.3 31082.0 -  W 0 . 3

1962 35656.8 33153.0 -  2503.8

* F igures in this column rep resen t total GFCF in "M achinery 
and other Equipment" and "T ransport Equipment" shown in 
Table IV-5 above.

(ii) GFCF in Urban Construction. The com parison between the 

two se ts  of estim ates of urban construction is  of significance in the sense 

that it does not only reveal differences in the "estim ates" them selves, but 

also shows how the "Construction Surveys", upon which Kanaan has re lied  in 

making his es tim ates , suffer from serious deficiencies in the ir coverage of 

construction activity in Iraq .

Tables IV-36 and IV-37 show the com parison between Kanaan 

and our estim ates of private and public construction, respectively . The
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tables show strik ing differences between the estim ates, with the exception of 

private investm ent in 1962 when Kanaan's and our figures w ere surprisingly  

close.

From  Table IV-36, it can be observed that during 1960 and 

1961 our estim ate of "Buildings" (Col. 1) and Kanaan's estim ate of 'to ta l 

private construction' (Col. 4) w ere m ore or le ss  the sam e, while during 1962 

both estim ates of "total private construction" w ere very  c lose . This reveals 

the fact that during 1960 and 1961, Kanaan's estim ates had failed to cover the 

oil com panies' substantial investm ent in construction.*^

From  Table IV-37, on the other hand, the discrepancy between 

the two estim ates invites attention. Thus, in the case of private construction, 

the discrepancy narrowed between 1960 and 1962; while it widened in the case 

of public construction during the sam e period.

In discussing these significant differences with D r. Kanaan, he 

pointed out that our estim ates a re  m ore sound and accurate than his on the 

grounds that the construction surveys fail to  cover construction works which 

use m inim al amounts of building m a teria ls , such as works in agricu ltural

1) The sam e observation was pointed out in a le tte r  from  Kanaan.
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development, the construction of parks, and the l ik e .^

TABLE IV-36 

PRIVATE CONSTRUCTION (URBAN) 

(ID 000)

H A S H I  M
DIFFERENCE

W  -  ( 3 )
Year B uildings Other

C onstruction TOTAL
; KANAAN ;

(1 ) (2) (3) (4 ) ; (5)

i 960 25425.4 19324.8 44750.2 : 22471.0 | -  22279.2

1961 31007.9 18324.8 49332.7 31307.0 i -  I 8025.7

1962
. . . .

29082.5 4655.9 33738.4 i 32002.0 ; -  .1736.4

Sources : a) F igures in Col. 1 and 2 rep resen t total item  I and II of Table 
IV-11 above less ru ra l buildings shown in Chapter XIII, 
Table XIII-12. 

b) F igures in Col. 4 a re  from Table IV-35 above.

1) In his le tte r  dated 5th May 1966 to the w rite r , D r. Kanaan says :
. .  that by v irtue of the fact that my estim ates a re  based on the 

construction survey, certain  kinds of work, especially  in ag ricu l
tu re , a re  not adequately accounted fo r. In my study, I pointed 
out definitive evidence which showed that the construction survey 
suffered from incomplete coverage. My method of adjustm ent - 
nam ely, using supplies of basic construction m ateria ls  as 
indicators of the extent of under-coverage, now seem s to me 
insufficient to account for construction work which uses m inim al 
amounts of such m a te ria ls , e .g . works in ag ricu ltu re ."
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TABLE IV-37 

PUBLIC CONSTRUCTION

(ID 000)

Tear |
H A S K I  M

DIFFERENCE

(1 0 -  (3)Buildings Other
C onstruction TOTAL

: KANAAN

(1 ) (2) (3) ; (4 ) (5)

I 960 ; 11182.9 34111.1 45294.0 33367.0 -  11927.0

1961 ; 14818.8 36870.5 51689.3 31902.0 -  19787.3

1962 i 14533-6 35090.4 49624.0 26868.0 _ 22756.0

Sources : a) F igures in Col. 1 and Col. 2 a re  from  Table IV-8 above, 
b) F igures in Col. 4 a re  from  Table IV-35 above.

B .3. Comparison with Abu E l-H aj's  E stim ates of GDFCF in 1957

It was indicated in Chapter I that Abu El-Haj adm its the 

lim itations of h is estim ates, and th e ir  tendency to under-estim ate the actual 

capital form ation in Iraq . N evertheless, we found it useful to make a 

com parison between his and our es tim ates , in o rder to single out the p a r tic 

u lar component under-estim ated by Abu E l-H aj. In making such a compa

rison , the estim ates a re  broken down into th ree  components, namely,



private building construction, public building construction, and other invest

m ent, as shown in Table IV-38 below.

TABLE IV-38
/

COMPARISON BETWEEN ABU EL-HAJ*S 

AND OUR ESTIMATES OF GDFCF, 1957

(ID 000)

HASHIM

( 1 )

ABU EL-HAJ 

(2 )

DIFFERENCE 
(2 ) -  ( l )

(3)

1 Building C onstructions
a. P riv a te
b. Public

23060.2
11903.6

6883.0
4300.0

-  16177.2
-  7603.6

T otal 1 S ; 34963.8 1$183.0 -  23780.8

2 . Other investm ent 71326.3 7*534.0 + 4207 .7

TOTAL GLFCF «- ; 106290.1 82717.0 -  23573.1

Sources: a) F igures in Col. 1 a re  derived from : Table IV-11 (for private
buildings), Table IV-8 (for public buildings), and Table IV-5 
(for "o ther", which rep resen ts  total investm ent in "other con
struction and w orks", "m achinery and other equipment" and 
"transport equipment"), 

b) F igures in Col 2 a re  derived from  Appendix IX Table 12.



277

The table shows that Abu El-Haj under-estim ated  both private 

and public building construction by ID 16 m . and ID 8 m . ( respectively .

It is  in teresting  to note at this point that Abu E l-H aj’s 

estim ate of private building construction is  not only lower than ours, but 

also substantially lower than Haseeb’s figures given in Table IV-29 above.

In so far as ’’other investm ent" is  concerned, Abu E l-H aj’s 

estim ate is  slightly higher than ours, which can be explained by the fact that 

it  includes im ports of p arts  and accesso ries of capital goods, while ours 

excludes such item s.

$  C. RELIABILITY OF THE ESTIMATES

The discussion on the sources of data and the exposition of 

methods underlying the m easurem ent of the GDFCF presented in Chapter III 

may have helped to shed light on the re liab ility  of the figures.

However, the f irs t question that should be answered is  why we 

cannot a sse ss  the reliab ility  of estim ates like the p resen t one with s ta tis tica l 

m easures of re liab ility . The broad answer is  that s ta tis tica l m argins of 

e r ro r  cannot be calculated unless the basic data is  random ly selected for a 

scientifically designed sam ple, while in the presen t study, as well as all 

other studies in the field of national accounts, the constituent components 

are  obtained from  information which does not come from  scientific sam ples,
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but from several sources which som etim es a re  p artia l and incom plete.

The sampling e r ro rs , however, a re  not the m ajor e r ro rs  

against which one has to guard in using the estim ates . Non-sampling e r ro rs  

in the basic sources - such as under cover age, overcoverage or faulty 

reporting - and e r ro rs  in the estim ating procedure or in the way of c lassify 

ing and distributing the components which we have explained e a rlie r , a re  

much m ore significant than pure sampling e r ro rs  in the evaluation of the 

reliab ility  of the estim ates, but these types of e r ro r  cannot in general be 

quantified.

N evertheless, the absence of p rec ise  m athem atical m easures 

of reliab ility  is  compensated in part by an alternative approach, which 

consists of a study of the definitions, the sources of data and the estim ating 

approach by which the final figures w ere arrived  at.

The description of the s ta tis tica l sources w ill help in rev ea l

ing the a reas  where the estim ates a re  weak and where dubious estim ating 

techniques had to be used in order to bridge the gaps left by inadequate data. 

The need to describe the estim ating methods needs hardly be em phasized.

It sheds light on the adjustm ents that a re  made to the basic data, and provides 

the u se rs  of the estim ates with a feasible basis for judging the re liab ility  of 

the figures and the ir consistency with the basic definition. ̂

1) G ilbert, Milton, "S tatistical Sources and Methods in National Accounts,
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An idea of the re liab ility  of the presen t estim ates could be 

formed through the ir com parison with other estim ates and the evidence 

introduced in supporting the present estim ates. It is  also feasible, although 

far from conclusive, to make a general check on the estim ates by com paring 

them with the National Income figures. Thus, it can be seen from  Table IV-X 

above that there  is  a rem arkably  stable relationship  between the GDFCF and 

the GDP or GNP estim ates.

However, from  the knowledge we have formed of the basic 

date jncorporated  in this study, it is  possible to a sse ss  the re liab ility  of the 

present estim ates in two w ays. F irs t, quantitatively by attaching a subjec

tive m argin of e r ro r  to each component ( i.e . type of asset) of the GDFCF 

and then combining these e r ro r  m argins together to derive the e r ro r  in the 

global to tal. Second, qualitatively, by expressing the re liab ility  of the 

classification of GDFCF by industry group in te rm s of whether the c la ss ifica 

tion is  "re liab le" or "m ore re liab le". These two methods of reliab ility  

assessm ent a re  described below.

E stim ates and the Problem of Reliability", Income and Wealth, Series III, 
International Association of Research in Income and Wealth, (Bowes and 
Bowes, Cambridge, 1953) pp. 1-18.



280

C .l .  Reliability of the E stim ates of GDFCF by Type of A sset and by Sector

For the reasons outlined above, it is  not su rprising  to find

that estim ato rs in the field of national accounts have generally been reluctant

to express the re liab ility  of the ir estim ates in quantitative term s* One of

the methods they usually use is  to classify  the components constituting the

aggregate into "re liab ility  categories" without setting quantitative lim its to

these c a te g o r ie s .^  Though th is procedure is  useful in that it helps the u se rs

of the estim ates to form  an idea of the re liab ility  of each component, it

seldom gives the means of assessing  the re liab ility  of the aggregate compon- 

2)en ts.

In a detailed calculation of the re liab ility  of the U .S . national

income, Kuznets allocated the constituent item s to e r ro r  c la sse s , but the

methods he used appear to have resu lted  in over-stating  the e r ro r  m argin

3)in the global estim ates.

R. C. D esai, on the other hand, assessed  the re liab ility  of

4)
his estim ates of consum er expenditure in India by classifying the constituent

1) E ire Government, National Income and Expenditure, 1938-1944, White 
Paper, No. 7356, (1946), p. 23.

2) Chapman, A .L . , and Knight, R ., Wages and Salaries in the U .K . 1920- 
1938, (Cambridge U niversity P ress, 1953) p. 230.

3) Kuznets, S ., National Income and its  Composition, 1919-1938, N .B .E .R ., 
(New York, 1954) Chapter 12; also see Stone, R ., Economic Journal,
April 1943, p p .68-9.

4) Desai, R .C ., "Consumer Expenditure in India, 1931/2 to  1940/1", J .R .S .S . 
Vol. CXI, P artIV , 1948, pp.271-273.
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item s into four "reliab ility  categories", and then assigning to each category a 

value for the mean e r ro r  per cent. The percentage e r ro r  in the aggregate 

was then arrived  at after making certain  assum ptions as to the coefficients of 

correlation between the e r ro rs  in certain  components.

In assessing  the re liab ility  of the presen t estim ates in quantita

tive te rm s, we have broadly followed Desai* s approach with some amend

m ents. The estim ates of all the components of GDFCF for the years 1957- 

1962, at curren t and at constant p rices a re  classified  into th ree reliab ility  

categories as follows :

A. F irm  Estim ates

B. Good E stim ates

C. F a ir  E stim ates.

In order to calculate the e r ro r  m argin in the aggregate figures 

of G D FCF^ quantitative lim its w ere attached to  each of the above categories 

as follows :

(i) If it is  thought that there was a 95% chance of the 

e r ro r  in a component being 5% o r le ss , the component 

is  put in Category A,

(ii) If it is  thought that there was a 95% chance of the

1) Note that throughout the calculation procedure we shall be using the 
GDFCF estim ates given in Tables IV-5, 6, 8, 9, 11 and 12 above.
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e r ro r  in a component being m ore than 5% up to 

10%, the component is  put in category B.

(iii) Components with 95% chance of an e r ro r  m ore 

than 10% up to 20% are  put in category C.

Before putting each of the components of the GDFCF estim ates 

into one of the th ree  categories of reliab ility , it was considered that there is 

likely to be le ss  bias in assigning the component estim ates of public GFCF 

and private GFCF to re liab ility  categories separately , than in choosing 

reliab ility  categories for the aggregate public and private GFCF in each 

component. This is  because public investm ent was estim ated from  sources 

independent of the sources used in estim ating private investm ent. Table 

IV-39 shows the reliab ility  categories into which each component of public 

and private GFCF is assigned throughout the period 1957-1962,

TABLE IV-39

RELIABILITY CATEGORIES OF THE COMPONENTS OF GDFCF

Type of A sset Reliability Category

Public Sector Private Sector

1. Buildings A B

2. Other Construction and Works A A

3. Machinery and Equipment A B

4, Furniture and F ixtures B C

5. T ransport Equipment
■

B B
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The calculation procedure of the e r ro r  m argins is  as follows:

(1) Since each of the above five components (and th e ir sub-division 

between public and private sec to rs) of the GDFCF w as, in general, estim ated 

independently from  the other, it was assum ed, therefo re , that there  a re  no 

in terco rrela tions between the e r ro r s  of the components constituting total 

public or private investment; or between the e r ro r s  in the sub-division of a 

particu lar component to public and private sec to rs . In other w ords, the 

assumption here  is  that an e r ro r  in public (private) investm ent in, say, 

buildings is  independent of the e r ro r  in public (private) investm ent in machi 

nery  or any other component; and an e r ro r  in public investm ent in a certain  

type of asse t is  also independent of the e r ro r  in private investm ent in that 

particu lar type of asse t.

(2) To calculate the e r ro r  in total public GFCF, the e r ro rs  of all 

components w ere combined together by the square root form ula, ( i.e . by 

taking the square root of the sum of th e ir  squares), this gives the absolute 

m argin of e r ro r ,  which, when re la ted  to total public GFCF, gives us the 

percentage e r ro r  in the to ta l.

The sam e procedure was applied in deriving the e r ro r  in total

private GFCF.

(3) The derivation of the e r ro r  m argins in each component of 

GDFCF was made on the sam e principle as in (2) above. Thus, for example, 

the absolute e r ro r  in GFCF in "Buildings" is  :



where = public investm ent in buildings

= private investm ent in buildings 

= percentage e r ro r  in 

a^ = percentage e r ro r  in .

When is  re la ted  to total investm ent in buildings, the percentage e r ro r  in 

the estim ates of th is p articu lar type of asse t is  then arrived  a t. The calcula

tion of e r ro r  m argins in the rem aining components of GDFCF was made in a 

sim ila r way.

(4) The calculation of the percentage e r ro r  in the global estim ates 

of GDFCF was made by combining the e r ro rs  of all components derived in

(3) above. The combination of these e r ro r  m argins was made in the sam e 

manner as in (2) above, i . e .  by taking the square root of the sum of the ir 

squares, and then relating  the re su lt to total GDFCF. Thus, putting

E^ = absolute e r ro r  in GFCF in Buildings

= absolute e r ro r  in GFCF in Other Construction and Works

E * absolute e r ro r  in GFCF in M achinery and Equipment 
o

E . = absolute e r ro r  in GFCF in Furn itu re and F ix tures 4

Eg = absolute e r ro r  in GFCF in T ransport Equipment.



th e n : E = / 2l  E.^ = absolute e r ro r  in to tal GDFCF,
1 V i - 1  1

E t
and —  = ra tio  e r ro r  in GDFCF, where T = Total GDFCF.

T

Tables IV-40, 41 and 42 show the percentage e r ro rs  calculated 

for GDFCF at curren t and at constant p rice s . The f irs t table shows the e r ro r  

m argins calculated for public GFCF, private GFCF and total GDFCF.

Tables IV-41 and IV-42 show the e r ro r  m argins calculated for each type of 

asse t constituting GDFCF.

It needs no em phasis that the e r ro r  m argins shown in these 

tables do not rep resen t absolute certain ty , and that they a re  subjective 

assessm en ts.

TABLE IV-40

RELIABILITY OF GDFCF CLASSIFIED BY SECTOR, 1957-1962;

AT CURRENT AND AT CONSTANT PRICES

(Percentage E rro rs )

At Current P rices

Public P riv a te TOTAL

1957 ±  3*^ + 6.0 ±  3.2
1958 ±  3 .5 +  5 .7 ± 3 .2
1959 ±  3 .2 ± 5 .7 + 3 .3
i 960 ±  3-5 + b*6 + 3-0
1961 ±  3 .^ + i\>» 8 ±  3.1
1962 + 3-3 ± 5.7 t  3 .3

At Constant (1957) P rices

Public P riv a te TOTAL

+ 3*^ + 6 .0 ±  3*2

±  3 .5 ±  5 .8 ±  3 .2

±  3-3 ± 5 .8 + 3*3

+ 3 .5 + 4 .7 ± 3 . 1
+ 3*iJ- ±  b.9 ±  3*2

± 3*3 + 5-8 + 3*^
i
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C .2 . Reliability of the C lassification of GDFCF by Industry Group and by 
Sector

A qualitative assessm ent of the re liab ility  of the classification 

of GDFCF by industry group is  made by grading GFCF in each industry under 

one of two headings : ’’Reliable" or " More R eliable", depending on the methods 

employed to a rr iv e  at the investm ent estim ates in each industry . Hence, 

when total or part of the investm ent in a particu lar industry was estim ated 

by the expenditure approach, it is  considered to be "m ore reliab le" than if 

the investment was estim ated by the commodity-flow approach or a combina

tion of the expenditure and commodity-flow approaches. In this sense, all 

public investm ent in the various industries falls under the f irs t heading, while 

private investm ent in some industries falls under the f ir s t  heading, and in 

some other industries under the second heading, as shown in Table IV-43 

below.

It is  im portant to observe, however, that the e r ro r  m argins 

in to tal GFCF of all industries ( i .e . GDFCF) or the aggregate of all industries 

GFCF in a particu lar type of asse t rem ains the sam e as those shown in 

Tables IV-40 to  IV-42 above.

Finally, if the above e r ro r  m argins a re  accepted, then the 

e r ro r  in  our estim ates of public GFCF is  unlikely to be m ore than 3.5% and 

hence the estim ates fall within the f irs t  re liab ility  category. E rro r  in 

private GFCF on the other hand, is  unlikely to be m ore than 6% and hence the
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estim ates fall in the second category of re liab ility . For to tal GDFCF the 

e r ro r  is  unlikely to be m ore than 3 .5% which puts the estim ates in the f irs t 

re liab ility  category.

However, it may be argued that the discrepancy between our 

estim ates and those of other scholars (see Section B above) ca lls  for higher 

e r ro r  m argins than we have calculated. This argum ent is  counter-balanced 

by the fact that the discrepancy (especially between H aseeb's and our estim ate 

of g ro ss output of construction) was due to the inaccuracy of previous estim ates, 

and that was due to differences in the methods of estim ating urban construc

tion on the one hand, and to basic differences in the treatm ent of certain  

types of construction, e .g . ,  m ilita ry  construction. F urtherm ore , previous 

estim ates , whether of g ro ss  output of construction or of GDFCF, constituted 

one of several components which the estim ato rs w ere concerned with, and 

thus they could not have paid the sam e attention and made the sam e scrutiny 

of the basic data as we did in th is study.

$  D. CONCLUDING REMARKS

It is  evident from the descrip tion of the sources of data 

presented in Chapter III above and in succeeding'xhapters that in Iraq  there  

exists a considerable amount of s ta tis tic s  with sufficient details to facilitate 

objective quantitative descriptions of the economy. Most of the data sources



used in  th is study w ere previously utilized by other scho lars in the field of 

national accounts. The deficiencies of some of these sources and the weak

ness of many others a re  pointed out in various p arts  of this study as w ell as

1 ) 2)in the studies of Haseeb and Kanaan. Several recom m endations w ere 

suggested by Haseeb to improve the publications of the C entral Bureau of 

S ta tistics. Some of these recom m endations w ere taken into account by the

C .B .S. and various m istakes and obscurities w ere subsequently avoided in 

m ost of the publications. F u rtherm ore , from 1959 onwards, the Iraqi 

Government has been taking the advice of outside specia lis ts  on the im prove

ment of official s ta tis tic s , especially  in the fields of agricu lture and industry, 

and on the co-ordination between the s ta tis tica l departm ents in various 

m in istries  and the C entral Bureau of S ta tistics.

In our rem ark s on the s ta tis tica l sources, we do not intend to 

repeat what has already been said and recom m ended, but to make some 

suggestions which ought to be useful for future capital form ation estim ates .

1 . S tatistics of Building Perm its

One outcome of our field work in Iraq during the sum m er of 

1965 was the discovery that ’’S tatistics of Building P erm its” do not cover

1) H aseeb ,K ., An Estim ate of the National Income of Iraq , 1953-1956, Ph.D. 
d isserta tion , Cambridge U niversity, 1959.

2) Kanaan, T .H .,  Input-Output and Social Accounts of Iraq 1960-1963, 
M inistry of Planning, Baghdad, September 1965.
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public buildings, despite the law that no building activity could be ca rried  

out without the required  p erm its . T his fact, however, is  also  supported by 

D r. Kanaan who investigated the re tu rn s  of building perm its in 1962 and 1963 

and found that "with few insignificant exceptions, no licences w ere issued to 

public buildings, in spite of the fact that m ajor public buildings w ere annually 

started  under the Economic Plan and by various public bodies", ̂

M oreover, if a com parison is  made between the num ber of 

building perm its for private construction given in the "Construction Survey" 

of 1961 and 1962 and the number of perm its given in the "S tatistics of Building 

Perm its" for the sam e period one would find no significant differences; which 

means that the C entral Bureau of S tatistics im plicitly adm its that the "Stat

is tic s  of Building Perm its" cover those issued for private buildings only.

It is ,  therefo re , recommended that the C .B .S . should indicate 

explicitly that the S tatistics of Building Perm its exclude public buildings. It 

would be m ore useful if a separate  table w ere given in the S tatistics of Build

ing Perm its showing the number of perm its issued for public buildings, with 

the same detail as that given for private buildings, i . e .  th e ir  costs, type and 

the province in which these buildings a re  to be e rec ted . T his procedure 

would help com parison between what is  shown in th is table and actual Govern

ment expenditure on these buildings shown in Government accounts.

X) Kanaan, Ib id ., Appendix 1015, p p .2-3 .



2. The Construction Surveys

In the course of com paring our estim ates with Kanaan* s, it 

was pointed out that the "Construction Surveys" undertaken by the C .B .S. 

suffered from  incomplete coverage. As an example of th is under-coverage, 

the following table shows that during 1961 and 1962 the Construction Surveys’ 

estim ates of private construction failed to cover a substantial part of oil 

com panies’ construction. The figures shown in Column (1) a re  those given 

in the Construction Surveys, where it is  claim ed by the C .B .S . to rep resen t 

the whole of oil com panies' construction; while Column (2), which contains 

oil com panies’ actual expenditure on construction activity*^ during the two 

years  in question, reveals that the C .B .S .’ claim  is  not substantiated.

The Construction Surveys not only underestim ate private 

construction, but also public construction a s  w ell. And it seem s to  us that 

despite the extensive upward adjustm ent of the construction surveys perform ed 

by D r. Kanaan in his study, they nevertheless fail to cover the construction 

activity in the country as a whole.

It seem s necessary , therefo re , that the C entral Bureau of 

S tatistics should take these points into consideration and try  to rev ise  its

1) Note: F igures of Col. (2) include, in addition to non-residential buildings 
and other construction and w orks, oil com panies’ expenditure on the con
struction of dwelling units which is  shown in Table VI-2 in Chapter VI 
below.



previous surveys to avoid future deficiencies, which otherw ise make its  

surveys completely unreliable.

TABLE IV-44

COMPARISON BETWEEN THE CONSTRUCTION SURVEYS* 

ESTIMATES AND OUR ESTIMATES OF OIL COMPANIES*

EXPENDITURE ON CONSTRUCTION, 1961 - 1962

(ID000)

Year
C onstruction

Survey

a )

CUrs

(2 )

D ifference
(1 ) -  (2 ) 

( 3 )

1961

1962

1 7 7 3 .4

870.0

18718.4

4142.6

-  169^ 5.0

-  3272.6

3. The Monthly Industrial Surveys

The ’’Monthly Industrial Surveys” undertaken by the C .B .S. 

from 1960 onwards do not provide inform ation on the g ro ss  investm ent of 

the establishm ents which they cover* It is , however, increasingly im portant 

that the C .B .S. should collect annual data on expenditure for fixed asse ts  

from  all establishm ents already covered by its  surveys, or from a sam ple of



establishm ents.

The collection of th is type of inform ation could be made by 

sending out a specially designed questionnaire to these establishm ents. The 

questionnaire might be sent out in Decem ber of each year, but the data 

required  should cover the whole y ea r. In fact, we believe that alm ost all 

the establishm ents can provide inform ation on th e ir capital investm ent m ore 

easily  and accurately than the inform ation on the ir production, inputs, sa les, 

e tc . ,  because investm ent expenditure is  not very frequent and is  usually 

posted to one account, v iz . , the capital account, and the derivation of the 

figures from th is account is  in practice le ss  tedious than the derivation of 

output and input figures from  several accounts.

Recently, the C .B .S. made a successful attem pt to estim ate 

the capital formation of large manufacturing establishm ents during 1963/64. 

The questionnaire sent out to these establishm ents was designed so that 

detailed inform ation could be obtained on each estab lishm ent's capital 

expenditure on new and used a sse ts , sa les of old a sse ts , cost of installation, 

transpo rt charges, and sim ila r relevant inform ation. If a s im ila r question

na ire , or a sim plified one w ere sent annually to a ll establishm ents employing 

ten or m ore persons, and to a sam ple of establishm ents with nine employees 

or le ss , we believe that the C. B.S. w ill be able to make annual estim ates of 

the capital formation of a large segment of the economy.
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4 . The A gricultural Census:

Recently, the C .B .S. has sta rted  a sem i-annual sample survey 

of ag ricu ltu re . Information on various aspects of agricu ltu re a re  collected 

by enum erators who v isit a ll holdings in the selected a reas  and complete the 

questionnaire form s with the required  inform ation. The inform ation collected, 

however, does not cover farm ers* capital expenditure.

Since no d irec t inform ation is  available on capital formation 

in ru ra l a rea s , it is  of utm ost im portance that the C .B .S. should s ta r t 

collecting th is inform ation from the agricu ltu ral holdings covered by its  

present sam ple, or from a m ore intensive survey of a sm alle r sam ple of 

holdings to be undertaken each y ea r. It is  equally im portant that the sample 

should be a stratified  one, because of differences in agricu ltu ral techniques 

and methods of irriga tion  between the northern region and the cen tral and 

southern regions of Iraq .

5. Foreign T rade S tatistics (F .T .S .)

G enerally speaking, the F .T .S . a re  one of the m ost widely 

used and im portant of official s ta tis tic s . In studies of commodity supplies, 

commodity flows, and commodity m arkets, the F .T .S . a re  indispensible. 

Another field w here the F .T .S . provide useful inform ation is  the m easu re 

m ent of tran sp o rt activity or of the load on the tran sp o rt industry .

In part one of Chapter III we discussed in some detail the
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nature of Iraq 's  foreign trade s ta tis tic s  and pointed out the ir weaknesses in 

many re sp ec ts .

It is  recom mended here  that the C .B .S. should co rrec t its  

statem ent in the F .T .S . about the valuation basis of im ports, which, in fact, 

is  c . i . f .  and not C. & F . as it is  claim ed in each foreign trade bulletin 

published by the C .B .S. M oreover, it is  im portant that the C .B .S. should 

check the aggregates given in the bulletins before and after publication.

Finally, it is  relevant to point out that the C .B .S. should make 

the shortest possible tim e-lag  between collection of data from  the p rim ary  

sources and its  publication. This is  because the benefits of a well planned 

and directed program m e for dissem inating sta tis tica l inform ation a re  that it 

will add utility to the s ta tis tic s  and in so doing foster and develop co-operation 

on the part of those supplying inform ation.

*  *  *  *  *



C H A P T E R  V 

AGRICULTURE

$  1. INTRODUCTION

In Iraq, no le ss  than 1 .8  m illion or about 70 % of the working 

population is d irec tly  engaged in ag ricu ltu re . The presen t ru ra l population 

is  roughly 4 .6  m illion, nearly  all of which derive th e ir m eans of subsistence 

wholly or mainly from land.

The contribution of A griculture to the National Product (1953- 

1963) w as, on average, 23 per cent. This contribution, which amounted to 

33 per cent in 1953 sta rted  to decline until it reached a level of le ss  than 

17 per cent in 1963. This decline, however, is  not due to m ore d iversifica

tion of the economy, but to the stagnation of agricu ltu re , as can be seen 

from Tables 5 and 7 in Appendix IX.

From  the standpoint of foreign trade , Iraq 's  exports of 

principal agricu ltural products account for about 71 per cent of the country 's

to tal non-oil exports. In 1957 out of ID 13 m illion total exports*^ about

1)ID 9 m . w ere agricu ltu ral products, and out of ID 19 m . to tal exports in

1) Excluding exports of Crude Oil.
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1962 agricu ltu ral products contributed m ore than ID 16 m . The two chief 

agricu ltu ral products which constitute a la rge  p art of Iraq 's  exports a re  dates 

and barley  whose percentage contribution to to ta l exports of principal a g r i

cultural products amounted to just over 72 p er cent in 1957, and over 80 p er 

cent in 1962.

W ater Availability and Irrigation  Methods

Despite the abundance of w ater re so u rces  in Iraq, the in 

efficiency of its  utilization causes the shortage of irriga tion  w ater a t certain  

tim es of the year in certain  p arts  of the country.

Shortage of w ater, particu larly  in sum m er is  considered to 

be one of the m ajor problem s which the ag ricu ltu ra l secto r encounters, 

especially in the central and southern p a rts  of the country.

Before the completion of the m ajor flood-control p ro jects, 

only 26.1 billion cubic m etres of w ater (out of m ore than 56) could be utilized 

per annum, but with the completion of these pro jects another 13.7 billion 

cubic m etres became available.*^

1) 10.5 and 3 .2  billion cubic m etres on the T ig ris  and the Euphrates respec
tively as follows: Billion Cubic M etres

Dokan Dam
Derbendi-Khan
Habbaniya

6 . a
3.7
3 .2

Total: 13.7
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In the m atte r of irriga tion , Iraq  may be divided into two

regions:

a . The rainfed land (northern region). This region covers 

the mountainous a reas  of the north, the foothills and some plain a reas  lying 

at th e ir  base. Its boundaries coincide with the adm inistrative units of Mosul, 

Sulaimaniya, Kirkuk and A rbil, with a to tal a re a  of some 65,000 square k ilo 

m e tre s . The main ch a rac te ris tic  of this region is  its  high rain fall, which 

ranges between 300-600 m m . per y ea r.

b . The irriga ted  land (central and southern region). This

region em braces the rem aining ten provinces of Iraq . Its rain fall is  little

(5 - 200 m m . per year) com pared with the northern  part of the country.

T hus, pum p-irrigation is  the main method which is  used h e re .

In general, the irrigation  methods used by Iraqi fa rm ers  a re , 

in fact, imposed on them as a resu lt of the salinity  of Iraq 's  so il. Thus, we 

may distinguish th ree  main methods of irrig a tin g  the land:

(i) The Wild flood method.

(ii) The Paddy irrigation  method.

(iii) The use of ocean tide m ethod.

The f irs t one is  usually practiced  where the land is  not levelled 

and for the purpose of pushing sa lt out of the surface and the root zone.

T his method, however, leaves the land in the end, in a w orse 

condition, especially  where there a re  no d ra in s . The dangers of salination
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become g rea te r , but since fa rm ers p ractice the fallow cultivation system  

they usually move to other land until natural forces and weeds have lowered 

the ground w ater table and dried  the so il.

The second method involves the sam e practice as before with 

the exception that it is  characterized  by widely spaced furrow s, essen tial 

for moving away part of the irrigation  w ater from  the roo ts of the p lan ts. 

During this p rocess certain  evaporation takes place and salt is  eventually 

deposited on the surface of a s tr ip  which is  not reached by the irrigation  

w ater.

The third method of irrigation  involves the use of ocean tide 

for irrigating  the land in the Basrah a rea . But fa rm ers  in this a rea  find it 

necessary , however, to use pumps so that they can practice surface irriga tion .

Table V -l shows the various methods of irriga tion  and the 

a rea  irriga ted  by each method. It shows that le ss  than 20% of the total a rea  

is  irriga ted  by pumps, and m ore than 51% by ra in . From  th is , it can be 

seen that agriculture in Iraq is  dependent on w eather conditions m ore than 

anything e lse .

Table V-2, on the other hand, shows the number of w ater pumps 

used for irriga tion  purposes.
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TABLE V-l

METHODS CF IRRIGATION AND AREA IRRIGATED. 1958

Method o f I r r ig a t io n Area I r r ig a te d  
(Meshara 000)

Percentage

Area I r r ig a te d  by R a in fa ll 15445-3 51.23
" " 99 51 Flow 8662.0 28.74

! w is cs 99 y at e r  Pumps 5795-4 19.23
' 99 99 M 9* Water Wheels 201.3 O.67

0* Cl ce C9 Na9oor* 28.3 0.09
99 99 99 99 Other means 13 .3 0 .04

"  r  l  , r  , ,  1 , ,r 1, , — ,

TOTAL * 30145.6 100.00

* Nacoor i s  a Water Wheel d riv en  by the  w ate r c u rre n ts  o f r iv e r s .  
Sources% A g ric u ltu ra l and L ivestock Census, 195&-1959* C .B .S ,, M in istry  

o f P lanning, Baghdad, 196 l.

TABLE V-2

NUMBER OF WATER PIMPS USED FOR 
IRRIGATION PURPOSES IN IRAQ. 19*56-1962

Tear
Number of 

Water Pumps
T otal

Horse-Bower
Average 

Horse-Power

1956 5264 200279 3 8 .0 5
1957 5444 206260 3 7 .8 8
1958 5650 213191 3 7 .7 1
1959 57 9 6 216910 3 7 .4 8
i 960 6129 2 2 4 8 6 3 3 6 .8 0
1 9 6 1 6654 2 3 3 1 5 4 3 5 .0 4
1 9 6 2 6982 239202 3 4 .2 5

Remarkss 1# Pumps belonging to  the  D is t r i c t  Water Board, and those  l e f t  
a s id e  fo r  a p eriod  o f more th an  one y e a r , and a lso  pumps 
used f o r  purposes o th e r  than  i r r i g a t io n ,  such as e l e c t r i c i t y ,  
w indm ills, e tc ,  are excluded from the  f ig u re s  appearing  in  
th e  above ta b le .

2, Pumps which rece iv e  w ater from a r te s ia n  w e lls  are  excluded, 
from th i s  ta b le .

Sourcess Frimaxy d a ta  from % Annual S t a t i s t i c a l  A b strac t, 1956,
1958, i 960, 19625 C .B .S ., M in is try  o f P lanning, Baghdad.
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A gricultural Equipment and Technology

According to the various inform ation given by the D irecto ra te  

General of A gricultural Machinery there  w ere some 3000 agricu ltural tra c to rs  

in Iraq  as at the end of 1956, N early 66 per cent of these tra c to rs  w ere in 

the rainfed zone of the northern  part* In recen t y ea rs , however, the i r r ig a 

ted zone has taken a much higher percentage of tra c to rs  im ported. For 

example, out of 377 agricu ltu ral tra c to rs  sold during 1957,159 w ere sold in 

the northern  region (42%) and 218 w ere sold in the cen tra l and southern 

p art (58%)*

In 1962, 1096 agricu ltu ral tra c to rs  w ere sold; 50 per cent in 

the northern  p art and 50 per cent in the rem aining part of the country.

The rela tively  la rg e -sca le  use of tra c to rs  and other ag ricu l

tu ra l m achinery and implem ents (except w ater pumps) is  however recen t and 

the Iraqi fellah generally uses indigenous im plem ents of a lim ited range and 

type; but to d iscuss the types and nature of these trad itional im plem ents we 

should need to devote a large section of th is chapter to that purpose. In

stead, a few exam ples a re  given.

Ploughing, for instance, is  usually done by using a wooden

plough with an iron point and pulled by one d raft anim al, generally  a horse or

*
donkey. This is  said to be of some advantage under saline conditions when 

continued farm ing depends on natural drainage and drying of the soil by weeds; 

but under conditions of intensive farm ing, fully reclaim ed land, and deep-



rooted plants th is method is  unsatisfactory .

Harvesting, on the other hand, especially  of wheat and barley, 

is  done m ostly with hand-sickles; m oreover, it is  not su rp rising  to find that 

certain  crops a re  being pulled up by the s ta lk s .

Threshing is  usually done by anim als tram pling on the sheaves 

and treading out grain .

These traditional methods are  obviously too wasteful of tim e 

and labour and incompatible with m odern intensive farm ing. The introduc

tion of modern and efficient agricu ltural m achinery and tools on a large scale 

is  therefore necessary .

Table V-3 shows the num ber and type of agricu ltural m achinery 

and implements sold in Iraq during X957 - 1962.

TABLE V-3

NUMBER AND TYPE OF AGRICULTURAL MACHINERY 

AND IMPLEMENTS SOLD IN IRAQ, 1957 - 1962

j 1957 1958 1959 I 960 1961 1962

1. T ractors 377 254 129 422 743 1096
2. Ploughs 222 201 99 299 529 552
3. C u ltiv a to rs 138 62 62 162 323 446
k. Combines 335 82 181 62 343 253
5. Other A g ricu ltu ra l ■

Machinery 203 152 102 241 419 387

Sources; Annual S t a t i s t i c a l  A b strac t, 1957* 1958, 1959, 19^0, 19&1, 
19625 C.BoS., M in istry  o f Planning, Baghdad, 1959, i 960, 
1961, 1962, and 1963, re sp e c tiv e ly .
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$  2. SOURCES AND METHODS OF ESTIMATION

Investment in the A gricultural Sector of Iraq is  largely  made 

by the Government, where an average annual amount of about ID 10 m . is 

spent on irrigation , drainage and flood control p ro jec ts .

As it was pointed out at the outset of this study, this secto r 

received p rio rity  in all the development plans that w ere prepared by the 

Development and Planning Board. Since 1951 until the end of 1962, Govern

m ent allocations for the development of th is secto r amounted to 3D 232.3 m ., 

out of which ID 114.0 m . o r about 50 per cent of the allocated amount was 

actually spent, as shown in Table 1-2 above.

In the G overnm ent's la test "Five Year Economic Plan, 1965 - 

1969*^ a sum. of ID 173.6 m . (about 26% of total allocation) is  appropriated to 

th is sec to r. It is  claim ed that this amount w ill help increase  employment 

opportunities for some 145,000 persons during 1965-1969. It is  also  said 

that this amount, added to previous investm ent w ill ra ise  the g ross value 

added of agriculture by ED 48 m .

With reg ard  to private investm ent, it can be seen from  Tables 

V-4 and V-5 that its  contribution is  sm all com pared with public investm ent,

1) The F ive-Y ear Economic Plan, 1965-1969; Law No. 87 of 1965, M inistry 
of Guidance, July 1965.
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amounting to ju st over ID 3 m . per y ear, or about 20 per cent of the total 

investm ent in agricu ltu re.

Generally speaking, private investm ent consists manily of 

ag ricu ltu ral m achinery, such as tra c to rs , harvesting and threshing m achi

nery , ploughs and other im plem ents, which a re  mainly im ported. Accord

ingly, we have regarded im ports of agricultural m achinery and im plem ents, 

le ss  oil companies im ports of such m achines, le ss  Government purchases, 

plus p rivate non-residential farm  buildings, and an estim ated value of locally 

produced wooden ploughs and th re sh e rs , sickles and shovels as a reasonable 

m easure of private investm ent in fixed asse ts  in this sec to r.

A close look at Tables V-4 and V-5 below revea ls  that public 

investm ent amounted to about 80 per cent of to tal investm ent during 1957 -

1961, and 55 per cent in 1962, It also shows that total investm ent has de 

declined by 40 per cent in 1962 com pared with 1957, both at cu rren t and at 

constant p r ice s . The cause of this drop was due mainly to a sudden decrease  

in public expenditure from  the average annual expenditure of m ore than

ID 10 m . to ID 6 m .

It is  in teresting  to note that while public investm ent is  showing 

a continuous decline over the period, where it reaches by the end of 1962 a 

level of only 43 per cent of the 1957 level as shown in Table V-6, private 

investm ent on the other hand, shows a r is e  of about 18 per cent at the end of

1962, com pared with 1957 at constant p rices , and 20 per cent at cu rren t
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prices as shown in Table V-7. The table also  shows that private investm ent 

dropped significantly in the years  1958, 1959 and 1960, which, to a large 

extent, was caused by the introduction of the A grarian Reform Law and the 

political uncertainties during these y ea rs  which weakened confidence in the 

private sec to r. It was only in 1961 and 1962 that the private sec to r’s 

investment s ta rted  regaining its  1957 level.

TABLE V-4 

GFCF IN AGRICULTURE, 1957 - 1962 

(at C urrent P rices)

Tear
Public P riv a te TOTAL 1957

ID 000 f ID 000 < •/ . ID 000 ■i 100

1957 1 W 3 .8 77.0 W 30.1 23.0  : 18403.9 100.0 100.0

1958 13055.1 83.5 2573.9 16 .5  ; 15629.0 100.0 85.0

1959 10903.1 87.5 155^.2 12 .5 12457-3 100.0 67.7

I 960 10506.6 83.0 2136.7 17 .0 12643.3 100.0 68.7

1961 10948.4 73.3 3975.3 26.7  i 14923.7 100.0 81.1

1962 6114.8 55.0 5069.0 45.0  ! 11183.8 100.0 60.8

Source s i? Tables V-10 and V-13 below.
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TABLE V-5 

(FCF IN AGRICULTURE, 1957 -  19^2

( a t  Constant (1957) P ric e s)

Year
Public P riv a te TOTAL 1957

100ID 000 *t ID 000 * ID 000 <

1957 14173.8 77.0 4230.1 23.0 18403.9 100.0 100.0

1958 34.586.7 85.2 2528.9 14 .8  ; 17115.6 100.0 93.0

1959 11058.4 88.0 1507.7 12.0 : 12566.1 100.0 68.3

i 960 10081.1 82.7 2104.5 17.3 12185.6 100.0 66.2

1961 10578.0 73 .2 3873.0 26.8  i 14451.0 100.0 78.5

1962 6090.3 55.0 , 4978.6 45 .0  ; 11068.9 100.0 60.1

SourceS3 Tables V-12 and V-lA below.

i
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2 .1 , Public GFCF

Public capital expenditure in th is sec to r is  derived from 

Government Accounts, the nature of which is  fully discussed in Chapter III.

The Development Budgets a re , by fa r, the main sources from 

which we derived the expenditure of the Government in this sec to r. Expen

d itu re  on drainage, afforestation and fo rests dem arcation which are  given in 

the Ordinary Budgets*^ a re  also included in this sec to r.

C ertain capital expenditures which a re  given in the Develop

ment Budgets as investm ent in A griculture, w ere com pletely taken out of 

th is secto r and included elsew here. For instance, the construction of 

Grain Silos is  regarded in the Development Budgets as part of agricu ltural 

investm ent, while in our estim ate it is  included in the sec to r 'T ransportation , 

Storage and Communications*, since these silos a re  used for the storage of 

g rain  (mainly wheat and barley). M oreover, expenditure on the maintenance 

of artesian  w ells, m achines, and all other expenditures of a cu rren t nature 

are  excluded from  our estim ate . Hence, because of these adjustm ents, 

public investm ent in this secto r shown in Table V-10, as well as in other 

tab les, differs slightly from  that given in Table 1-2 above.

The detail in which the Development Budgets expenditure on

1) See Appendix V, Table 2.
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agricu ltural pro jects is given makes it possible to p resen t Table V-10 below 

with m ore than 100 sub-classifications, but since we are  in terested  only in 

the type of capital expenditure, our classification is  confined to four main 

headings as follows:

1. Non-Residential Buildings (Table V-10, heading 1)

This heading rep resen ts  Government expenditure on the con- 

struction of T rac to r Hiring Stations, buildings for live stock-keeping and the 

like . The heading covers expenditure on the buildings p roper but not the 

value of tra c to rs  and m achinery or other equipment which does not constitute 

an in tegral part of the buildings.

2. Other Construction and Works (Table V-10, heading 2)

This heading is  divided into th ree  sub-headings because th is is  

the most im portant channel in which m ore than 90 per cent of the Govern

m ent's capital expenditure in agriculture is  sunk. Sub-heading 2 -A shows 

that out of m ore than ID 14 m . to ta l public investm ent in agriculture in 1957, 

m ore than ID 13 m . (95.7%) was on flood control and irriga tion  p ro jec ts . 

Though this amount declined over the following y ea rs , its  rela tive im portance 

rem ained very high. For instance, when Government capital expenditure 

dropped to ED 6 m . in 1962 about 5 m illion was on flood control, irrigation  

and drainage schem es. This does not m ean, however, that in recent years  

the Government is  paying le ss  attention to th is sector; it simply m eans that 

m ost of those schem es which sta rted  in early  1951 have now been completed,
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and the ir full effect on increasing agricu ltu ral productivity has to be anticipated 

in the near future.

Expenditure on reclaim ing ag ricu ltu ral land, reforestation  

and tre e  plantation (sub-heading 2-B), accounts for about 5 per cent of total 

Government investm ent in agricu ltu re .

Item (2B-i) em braces expenditure on soil preparation and 

im provem ent, but it does not include expenditure on fe r tilise rs  because we 

believe that although fe r tilise rs  im prove the productivity of land, they do not 

hold this improvem ent for a period long enough to justify th e ir inclusion as 

capital expenditure.

Item (2B-ii), on the other hand, rep resen ts  expenditure on 

fo rest dem arcation and tre e  plantation.

Item (C-i), rep resen ts  expenditure on ae ria l and general 

surveys of agricultural land. The inclusion of th is type of expenditure in 

capital formation may ra ise  some objections on the ground that it does not 

involve expenditure for durable s tru c tu re s . Due to the benefits of such 

surveys to Iraq  as a f irs t step toland settlem ent and im provem ent of ag ricu l

tu re , however, we believe that this type of expenditure should be considered 

as part of the country 's capital form ation if, and only if, such surveys of a 

particu lar a rea  of land a re  made once and for all, or for a duration long 

enough to justify the ir cost as capital expenditure. But if these surveys are  

repeated every y ea r for the sam e a rea , then the expenditure incurred  should
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surely  be treated  as cu rren t expenditure.

From  the Development Budgets it is  difficult to observe which 

a rea  of land is  and which is not surveyed every y ea r, but since these surveys 

a re  unlikely to be ca rried  out on a p articu lar area  of land m ore than once, 

we considered expenses incurred  in the course of ae ria l and general surveys 

of agricu ltu ral land as d irec t capital expenditure connected with the im prove

ment of the lands or with the ir acquisition by the fa rm ers .

Item (C-ii) rep resen ts  expenditure on the construction of five 

Government experim ental farm s. They are: the Cotton farm  at Suwaira 

Qadha (District); Sugar beet farm  at Eski-Kelek; R ain-fall g rain  farm , Rice 

farm , and the Medical Plantation farm  at A bi-G hraib.

3. Machinery and Other Equipment (Table V-10, heading 3)

This heading shows expenditure on agricu ltu ral m achinery 

(mainly pumps and trac to rs); and although the Government acquired m ore 

agricu ltu ral m achinery after the enforcem ent of the Land-Reform Law in 

1959, we believe that originally they w ere m achines at the disposal of private 

land owners which w ere la te r  sequestrated by the Government. Table V-9 

shows the number of ag ricu ltu ral m achines owned by various Government 

agricu ltural departm ents pre-1958 and at the end of 1962.

Purchases by M unicipalities, Local A dm inistrations and other 

Government departm ents (the investm ent of which is  classified  in other secto rs) 

of some agricu ltu ral m achinery such as lawn m ow ers, pumps and the like a re ,
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however, not included in th is sector but in the ir relevant sec to rs .

TABLE V-9 

NUMBER OF AGRICULTURAL MACHINES 

OWNED BY THE GOVERNMENT

Type of Machine Pre-1958 End of 1962

Pumps 616

T rac to rs 121 452

Combines 61 198

D itchers - 22

Bulldozers - 26

Ploughs - 332

Harrows - 115

Cultivators - 59

Threshing Machines - 73

Other - 30

Sources: Data supplied by the M inistry of A grarian Reform to the w rite r .

4 . T ransport Equipment (Table V-10, heading 4)

This heading rep resen ts  expenditure for the acquisition of 

m otor vehicles used solely in agricu ltural activ ities (mainly for the Govern

ment experim ental farm s). It does not include tran sp o rt equipment owned 

by the M inistries of A griculture or A grarian Reform which a re  included in 

the secto r "Public A dm inistration".
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2.2* Private GFCF

Private investm ent, as we indicated e a r l ie r , consists of expen

diture on the construction of non-residen tial farm  buildings and purchases of 

agricu ltu ral m achinery and im plem ents.

To arriv e  at total private investm ent in agricu lture, two methods 

of estim ation w ere applied, namely the expenditure approach and the commod

ity-flow approach. The expenditure approach, which is  confined to the 

estim ation of non-residential farm  buildings and to locally produced ag ricu l

tu ra l im plem ents, is  used in an indirect way because of the lack of data on 

farmers* expenditure.*^

The commodity-flow method is  used to estim ate expenditure

on im ported agricu ltural m achinery and im plem ents. From  Iraq ’s

"Foreign T rade S tatistics" we obtained p articu lars  of annual im ports of such

m achines and im plem ents which are  solely or mainly used for agricu ltu ral 

2)
purposes. T heir c . i . f .  values w ere then adjusted to bring the figures to 

m arket p rices in the m anner described in Chapter III above.

Table 111-21 above shows the control to tal of im ported ag ricu l

tu ra l m achinery and equipment attributed to this sec to r. The table, however,

1) The estim ation of non-residential farm  buildings is  fully described in 
Chapter XIII below where we deal with investm ent in ru ra l dwellings.

2) See Appendix II Table 3.
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does not distinguish between those purchased by the Government and those 

bought privately . To make such a distinction, Government expenditure on 

agricu ltu ral m achinery (shown in Table V-10) is deducted in toto from  total 

im ports shown in Table III-21 and total p rivate  investm ent in im ported 

agricu ltural m achinery is  thus a rrived  a t.

No inform ation is available regarding  the value or quantity of 

dom estically made agricultural im plem ents. With a view to obtaining 

information on the annual expenditure which fa rm ers  incur on such im plem ents 

and the average life of these im plem ents, we sent a sim ple questionnaire to 

the CBS and th ree  people of knowledge on agricu ltu ral techniques in Iraq .

The questionnaire contained questions on the following points :

1. Types of dom estically made ag ricu ltu ral tools and im plem ents.

2. Average cost of each type.

3. Average economic life of each type.

4 . Number and type of each of these im plem ents purchased by farm ers

per year for each agricu ltu ral holding with an a rea  of about 130 

m eshara .

In reply  to our enquiry, the CBS listed  seven types of dom es

tically-m ade agricu ltu ral im plem ents, with the ir average lives ranging from 

3 - 8  y ea rs . The CBS also indicated that each agricu ltural holding of an 

average area  of 127 m eshara requ ires th ree  of each type of implement with 

a total cost amounting to some ID 22 if all a re  bought at once. But since the
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lifetim e of these im plem ents v arie s , it is  unlikely that each agricu ltu ral 

holding would buy them all, and the CBS suggested that a sum of ID 6 would 

be reasonable for the annual expenditure.

However, in com paring the inform ation provided by the CBS 

with the inform ation provided by one of the th ree persons to whom we sent 

the same questionnairre, and in o rder to allow for the annual scrapping of 

short-lived im plem ents it was thought prudent to take only ID 3 as the annual 

expenditure on dom estically-m ade agricu ltu ral im plem ents necessary  for 

each agricu ltu ral holding.

The total num ber of agricu ltu ral holdings in Iraq was obtained 

from  the "A gricultural Census of 1958/1959". The Census gives th is total 

to be 253,254 with an average a rea  of 127 m eshara  per holding. Multiplying 

this total by the average annual expenditure per holding as suggested above, 

the total expenditure on locally-produced agricu ltu ral im plem ents was thus 

arrived  a t. This total was assum ed to be the sam e throughout the period 

of the study.
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C H A P T E R  VI 

MINING AND QUARRYING

This sec to r, according to the International Standard Industrial 

C lassification of all Economic Activities ( I .S .I .C .)  should em brace the follow

ing activities (Group 110-199) :

1 . Coal Mining

2. Metal Mining

3. Crude Petroleum and N atural Gas

4. Stone Quarrying, Clay and Sand Pits

5* Other non-m etallic mining and quarrying, such as

sa lt, gypsum, asbestos, sulphur.

In Iraq, where neither coal nor m etal mining ex ists the 

relevant activities in this secto r can be confined to the following :

1. Crude Oil Extraction (C .O .E .)

2. Stone Q uarry ing , Clay and Sand Pits

3. N on-m etallic mining and quarrying n .e .c .  (salt).

F or the purpose of estim ating Fixed Capital Form ation the

activities of th is secto r a re  divided into two p arts  :

A. Crude Oil Extraction (Oil Companies); and

B, Other Mining and Quarrying
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because we think that any further sub-division is  unnecessary , especially 

when the C. O. E. alone contributes by m ore than 99% to the to tal value added 

in this secto r, as can be seen from  Table VI-1 below.

TABLE VI-1

GROSS VALUE ADDED IN MINING AND QUARRYING, 1957 - 1962

(at C urrent Factor Cost)

(ID 000)

Tear
»|e

CoOoEc Other Mining 
and Quarrying : TOTAL (D « (3 )

*
(2 ) j(3 )

f

(1 ) (2) (3) M (5)

1957 1 1 3 0 2 4 .0 1735.0 114759.0 9 8 .5 1 .5

1958 ; 1 7 5 3 5 5 .0 184-6.0 1 7 7 2 0 1 .0 9 9 .0 1 .0

1959 : 1 8 9 9 1 6 .0 1813.0 191729.0 99.0 1 .0

i 960  1 2 0 7 9 8 9 .0 1916.0 209905.0 9 9 .1 0.9

19 6 1  ; 2 0 8 9 5 6 .0 2398.0 2 1 1 3 5 4 .O 9 8 .9 1 .1

1962
f

2 1 0 1 5 3 .0 1860.0 212013.0 99 .1 0.9

* Excluding the value added of K. O. C.

Sources: Haseeb, K ., The National Income of Iraq , 1953-1961, (R .I .I .A ., 
Oxford U niversity P ress, 1964); also The National Income of Iraq, 
1962-1963, The C entral Bank of Iraq, M imeographed, May 1964.



M oreover, capital form ation in C .O .E . is confined to the th ree  

foreign oil com panies, IPC, MPC, and BPC, while the capital form ation of the 

KOC.,' if any, is  included in the manufacturing sec to r with Government Oil 

R efineries, for the following reasons :

1. Duringl957 and 1958, the KOC did not make any capital expen

d itu re which could be considered as part of the capital fo rm a

tion in this sec to r.

2. In 1959, the concession of the KOC was term inated , and the 

Company was bought by the Iraqi Government in order to 

produce crude oil for Alwand re fin ery . From  that year it is  

not possible to segregate the Government capital expenditure 

in KOC from  that in Oil R efineries, and hence, any capital 

expenditure in KOC will im plicitly be included in the capital 

expenditure of Oil R e f in e r ie s .^

Although it is  recommended in the I. S .I .C . that the independent 

serv ices of transporting  crude oil, refined oil, and natural gas should be 

classified in Group 719 (Transport n .e .c . ) ,  it is  not possible to  do so in the 

case of oil com panies operating in Iraq due to the nature of th e ir  accounts 

which do not separate  pipe-lines from  oil fields because the operation of the

1) It is  worth indicating that the contribution of the KOC to the value added of 
this secto r is very sm all (about ID 77 thousand). See Haseeb, K ., The 
National Income of Iraq  1953-1961, (R .I .I .A ., Oxford U niversity P ress, 
London, 1964) p. 83 Table 47.
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form er is  not independent of crude oil ex traction . Hence, capital formation 

in C. O .E . includes that part which is  made on the construction of pipe lines.

Finally, it is  worth indicating here  that from  the viewpoint of 

capital form ation, the public sec to r has not yet made any re a l expenditure 

which involves the creation of physical asse ts  in this sec to r. Expenditure by 

the Development and Planning Board on geological and m etallurgical surveys 

(amounting to an annual average of ID 50,000) a re  regarded as development 

expenditures not d irectly  associated with the acquisition or construction of 

physical capital a sse ts , and hence they a re  excluded from  G D F C F .^

1) U .N . S tatistical Office, Studies in Methods, Series F . No. 3; Concepts 
and Definitions of Capital Form ation, (New York 1953) Para. 38 p. 11 and 
p a ra . 50, p. 12.
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A.  C A P I T A L  F O R M A T I O N  IN C . O . E .  (Oil Companies)

$ 1 ,  INTRODUCTION

The exploitation of Iraq’s oil re so u rces  is  granted in concession 

to the Iraq  Petroleum Company (IPC) and its  associated com panies, Mosul 

Petroleum Company (MPC) and Basrah Petroleum Company (BPC). All these 

companies a re  reg is te red  abroad. ̂  The ownership of the IPC and its  affil

ia tes is  shared between British, Dutch, F rench and Am erican in te re s ts  as 

follows :

British Petroleum 23.75%

Royal Dutch-Shell Group 23.75%

Compagnie F rancaise  des Petroles 23.75%

Near E ast Development Corporation 
(Joint Jersey  Standard and Sacony Mobil)

23.75%

Participations and Explorations Corpn. 
(C.S. Gulbenkian Estate)

5%

1) Note that although this foreign reg is try , from the viewpoint of National 
Income, ra ise s  some conceptual problem s in respect of the treatm ent of 
value added by oil companies to the dom estic product, these problem s are  
avoided here  since GDFCF is  m easured according to the country of location, 
irresp ec tiv e  of the nationality of ow ners. See: U .N . S tatistical Office,
A System of National Accounts and Supporting T ables, Series F . No. 2,
Rev. 2. (New York, 1964) p .7.
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Exports of IPC1 s crude oil, which accounts for about 80% of 

total crude oil exports, is  ca rried  by a system  of pipe-lines to the M editerran

ean. Two 12” lines and two 16M lines runn parallel from K1 pumping station 

in Kirkuk to K3 at Haditha, through K2 at Baiji. At K3, one of the 12'' lines 

and one of the 16" lines (the northern lines) proceed to the T ripoli term inal 

in Lebanon. The other two lines, which originally ca rried  oil to Haifa, w ere 

unused after the Palestine War in 1948. In 1952, however, the northern  lines 

w ere supplemented by a 30"/32"/26" line to Banias port in Syria.

In August 1961, a new 30/32" line was completed to c a rry  oil 

from Kirkuk oil fields to both M editerranean term inals , T ripoli and Banias. 

The annual throughput potential of th is line is  35 m . long tons, but the 

reconstruction of pump installations in 1961 has increased  its  potential 

capacity to 48 m . long tons.

The MPC’s oil is  m ainly piped to join the IPC lines at K2, but 

part of the crude oil is  used to supply the Government bitumen refinery  at 

Q aiyarah.

The BPC’s crude oil com es mainly from  its  Rumaila oil fields 

(75%) and from  the fields at Zubair (25%). Pipelines connect these fields 

with an oil-loading te rm inal at Fao, south of Basrah on the Shat-al-A rab, 

from where the oil is  ca rried  by tankers to the export m arke ts .

In April 1962, a program m e designed to increase  the BPC’s 

annual export capacity from 12 to 22 m . long tons was com pleted. It included
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expansion at Fao, with a pumping station, new w ells on Rumaila and d e -g a ss 

ing facilities, new feeder lines from  Rumaila to Zubair, a 30/32" pipe line 

from Zubair to Fao, and two 32", 40-Km pipelines (34Km. under sea) from

Fao to a new deep-w ater term inal at Khor - al - Amaya, with capacity for two

65,000 ton ta n k e r s .^

Profits realized  from the operation of these companies in Iraq

are  shared between the Companies and the Iraqi Government on the 50/50

sharing arrangem ent introduced in the agreem ent which was signed in F ebruary

2)
1952, with re troactive  effect to 1st January 1951.

1) * Middle E ast Oil and The Arabian Peninsula1, Q uarterly  Econ. Rev. Annual 
Supplement. The Economist Intelligence Unit, Decem ber 1964, p . 12.

2) The term  "Profits resulting  from the operation of the Companies in Iraq" 
is  defined in Paragraph (a) of A rticle (I) of the Agreement to mean :
(i) in rela tion  to the export by the companies of crude oil from  Iraq the 
difference between the Iraq border value per ton of such oil and the actual 
costs or fixed cost per ton as the case may be (ascertained in each case in 
a m anner provided for in A rticle 9 of th is Agreement) m ultiplied by the 
num ber of tons of oil so exported; and,
(ii) in rela tion  to other operations of the companies in Iraq , the profits 
ascertained in a manner to be agreed between the Government and the 
Companies.
A rticle I of the Agreement, however, defines the "Posted P rices" of Iraqi 
oil as being the "prices (expressed in shillings per ton) f .o .b .  seaboard 
term inal for Iraqi crude oil of the gravity  and quality concerned arrived  at 
by reference to free m arket p rices for individual com m ercial sales of full 
cargoes and in accordance with the procedure to be agreed between the 
Government and the Companies or if there  is  no free m arket for com m ercial 
sa les of full cargoes of Iraqi crude oil then posted p rices shall mean fa ir 
p rices fixed by agreem ent between the Government and the Companies o r in 
default of agreem ent by arb itra tion".
"Actual Cost" means "the aggregate costs determ ined by sound and con
sisten t accounting methods fairly  and properly attributed to  the operations
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After the Revolution of 1958, however, the Government started  

prolonged negotiations with the Oil Companies, demanding 20 per cent p a r ti

cipation in the Companies and a rev ision  of the 50/50 p rofit-sharing  formula 

to one m ore favourable to the Government. In addition, the Government 

challenged other points concerning the Companies* operation in Iraq, such as 

the methods by which costs and profits a re  calculated; the method of fixing 

selling p rices; the p rog ress of Iraqization of the Companies* posts, etc.*^

In 1961, the negotiations w ere term inated without accord being reached. The 

Government then, on Decem ber 11, 1961, promulgated Law No. 80 by which 

the Companies* a rea  of operations was re s tr ic ted  to some 740 square m iles, 

which constituted only 0 .5  per cent of th e ir  concession a re a s .

of the companies in Iraq in respect of: (i) operating expenses and over
heads and; (ii) depreciation of all physical a sse ts  in Iraq at the ra te  of 
ten per centum per annum and; (iii) am ortization of all other capital 
expenditure in Iraq at the ra te  of five per centum per annum until such 
asse ts  and expenditure are  fully w ritten  off".
Paragraph B(V) of A rticle 9 of the Agreement sta tes that the Companies* 
actual costs shall be taken to be 13 shillings per ton as from 1953 (this
figure is  called the "Fixed Cost")* It also sta tes  that if  the actual costs 
for any year as and when determ ined a re  found to differ from the fixed 
cost by m ore than 10%, the actual costs shall be applied, and if any such 
application is required , the figure so ascertained shall be treated  as the 
fixed cost.

1) The Revolution Government and Oil Negotiations, Popular Culture, Series 
27, Prepared by the M inistry of Oil and Published by the D irectorate of 
A rts and Popular Culture, M inistry of Guidance, Baghdad (undated).
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$  2. SOURCES AND METHODS OF ESTIMATION

Capital Form ation by the th ree Oil Companies, IPC, MPC, and 

BPC, is  estim ated from the expenditure side. D etails of the Companies' 

annual capital expenditure on various types of fixed a sse ts  w ere obtained from 

their Head Office in London. For each of the th ree  companies operating in 

Iraq, two se ts of accounts a re  available, one se t shows the annual capital 

expenditure on building construction, pipelines and fixed plant. The other 

se t of accounts re la te s  to the com panies' expenditure on m achinery and equip

ment, furniture and transpo rt equipment. In the second se t, full details a re  

given on the various types of m achinery and equipment used by the companies 

in the ir operation, e .g .  d rilling  m achines, testing m achines, d e rrick s , 

power and power transm ission , e tc . T ransport equipment, likew ise, is  

classified according to type, e .g .  saloons, lo r r ie s , vans, am bulances, 

floating units, and so forth. Expenditure on furn iture and fix tures, like the 

above two components, is given in enough details that the segregation of 

expenditure on office furniture from  that on household furniture is  not diff 

d ifficu lt.1^
i
i
| In estim ating the com panies' capital form ation, only expen-

1) Expenditure on household furniture is excluded from  the Companies' 
capital form ation and regarded as curren t expenditure.
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diture on fixed asse ts  is  taken into consideration* Expenditure made by the 

companies*' p rio r to the extraction of crude oil, even though they may be 

capitalized in the ir accounts, a re  regarded as development expenditure on 

exploration and re sea rch , and except in so fa r as they involve outlays on 

physical equipment and s tru c tu re , a re  excluded from  the estim ate of capital 

formation*

To comply with the U .N . recom m endations, the com panies1 

expenditure on the erection of dwelling units for th e ir staff m em bers, shown 

in Table VI-2 below ,is not included in this sec to r, but in the secto r "Owner

ship of D w ellings" .^

TABLE VI-2

OIL COMPANIES* EXPENDITURE ON THE CONSTRUCTION 

OF DWELLING UNITS, 1957 - 1962

([D 000)

Company 1957 1958 1959 i 960 1961 1962

1. IeP.Co 121.0 6tf..o 6.6 132.4 5 .0 21.7
2. M.P.C. 11.8 37-2 19.4 3 .5 30.5 -

3* B.PoCo 223-5 160.2 119.8 200.0 65.4 L8 .6

TOTAL S 356.3 261.4 145.8 335-9 100.9 70.3

Sources? Oil Companies' accounts

1) The United Nations' S tatistical Office recom m ends that "dwellings bought 
or built by en te rp rises  for th e ir  own employees should be classified  under 
the industry Ownership of D w ellings.” See: U .N .S .O ., Studies in Methods, 
Series F, No. 2, Rev. 2, A System of National Accounts and Supporting 
Tables, (New York 1964) Para. 175, p. 29.
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The estim ation procedure for each type of a sse t is  described

below :

2 .1 . Non-Residential Buildings (item 1 Table VI-7)

Expenditure on this item  is  d irec tly  derived from the Companies* 

accounts. It covers expenditure on the construction of new and additions and 

m ajor alterations to th ree types of non-residential buildings as shown in the 

following table :

TABLE VI-3

OIL COMPANIES* EXPENDITURE ON THE CONSTRUCTION 

OF NON-RESIDENTIAL BUILDINGS, 1957 - 1962

(ID 000)

19 5? 1958 1959 i 960 1961 1962

1 . O ffice 
B uildings

2. I n d u s tr ia l  
B uildings

3» W elfare 
B uildings

22.3

63.2

51.2

53.2

140.2

88.3

90.2

171.9

104.8

133.8

91.9

57.1

166.9

18 .8

49.7

100.9

24.4

32.6

TOTAL • 136.7 281.7 366.9 282.8 235-4 157.9

Sources: Oil Companies5 Accounts.
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The third category of the above table covers all buildings not 

elsew here classified , such as hospitals, lib ra r ie s , clubs and social cen tres, 

cinem as and the like.

2 .2 . Other Construction and Works (item 2 Table VI-7)

This item  is  divided into th ree  sub -item s. The figures are  

a ll derived from  the companies* accounts. Sub-item 2(i) rep resen ts  expen

d itu re on sewage disposal plants, cold storage plants, term inal struc tu re , 

piping plants and sim ila r installa tions. As is  explained in paragraph 2 .3  

below, the figure is  adjusted to exclude the value of m achines incorporated 

in these plants.

Sub-item 2 (ii) includes expenditure on roads, a ir  s tr ip s , 

swimming pools, railway sidings and the like.

Sub-item 2(iii) includes all types of construction not elsew here 

classified , such as communications system s, tentage and prefabricated m etal 

buildings.

2 .3 . M achinery and Other Equipment (item 3 Table VI-7)

M achinery and Equipment (sub-item  3(i)):

Expenditure on new "m achinery and equipment" given in the 

companies* accounts, is  substantially lower than the c . i . f .  value of m achi

nery  and equipment im ported by the companies during 1957-1962. In d is-



cussing th is point with officials and engineers at the IPC’s office in London, 

we w ere told that this difference is  mainly due to the fact that certa in  m achines 

and equipment a re  embodied in th e ir  "Fixed Plant" (sub-item  2(i)) and consid

ered  an in teg ra l part of the plant* To bring the companies* expenditure on 

"M achinery and Equipment", as shown in the ir accounts, to the total value 

of im ported m achinery and equipment without actually affecting the ir to tal 

capital expenditure during the period 1957-1962, the following adjustm ents 

a re  made :

a* Since the Oil Companies do not pay duties on th e ir  im ports of

capital goods, the c .i .f*  value of th e ir  im ports of m achinery 

and equipment (shown in Appendix II Table 13) is  m arked-up by 10% 

only, in order to account for transport charges, installation fees and 

other costs d irectly  connected with the acquisition of these m achines. 

The 10% m arking-up is  made on the advice of the Companies’ engineers 

and accountants*

b . The difference between the im ported m achinery and equipment,

adjusted as in (a) above, and the Companies’ expenditure an 

th is type of capital goods as derived from  th e ir  accounts, is  then 

deducted from  capital expenditure on "Fixed Plant", also  as given in 

the Companies’ accounts* This adjustm ent does not affect the 

Companies’ to tal Capital Form ation, but investm ent in "Fixed Plant" 

shown in our estim ate is  lower than the Companies’ estim ate by an
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amount equal to the difference between the ir im ported m achinery and 

equipment and the ir expenditure on th is item  shown in th e ir  accounts. 

This difference, however, m akes our estim ates of "M achinery and 

Equipment" higher, by the sam e amount, than those given in the 

Companies’ accounts. Table VI-4 shows the procedure of calculation.

Furn itu re and F ix tures (sub-item  3(ii))

Expenditure on "F urn itu re  and F ix tures" is  derived from  the 

com panies’ accounts. The item  includes expenditure on office furniture and 

appliances, typew riters, a ir  coolers and a ir  conditioners, filing cabinets, 

m edical and dental furniture and all other types of furniture lis ted  in Appen

dix III. Expenditure on furniture and fix tures for the companies* dwelling 

units is  excluded.

2 .4 . T ransport Equipment (tern 4 Table VI-7)

Expenditure on "T ransport Equipment" is  also  derived from  

the Companies* accounts. Like "M achinery and Equipment", expenditure on 

th is item  as shown in the companies* accounts is  lower than the c . i . f .  value 

of the companies* im ports of tran sp o rt equipment shown in Appendix IV,

Table 5. In enquiring from  the IPC’s office in London about the reason  for 

this difference, it was pointed out that the difference might be due to the s e ll

ing of some of these vehicles in Iraq , o r because of th e ir  use for private
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purposes by the companies* personnel. For these two reaso n s, the com panies' 

accounts then show the value of tran sp o rt equipment which is  actually cap ita li

zed . Hence, for our purpose of estim ating the com panies' capital form ation, 

we considered as capital expenditure the figures given by the oil com panies.

The difference between the im port s ta tis tic s  and the com panies' accounts is  

regarded as consum ers durable within the companies and thus no account is  

taken of i t .

The following table shows the companies purchases of different 

types of transpo rt equipment as derived from  th e ir  accounts.
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$  3. RELIABILITY OF THE COMPANIES* ACCOUNTS

As to the re liab ility  of the companies* accounts for the presen t 

purpose of estim ating capital form ation, it depends on whether the relevant 

components of capital form ation are taken according to the companies* 

classification  of what is  a capital good and what is  not, o r according to the 

e s t im a to r s .  If the companies* classification is  considered, then there  w ill
s

be a definite underestim ation in the re su lts , because oil companies charge to 

th e ir  cu rren t operating accounts expenditure on item s the values of which are  

re la tively  sm all, though the ir expected life may exceed two or m ore y ea rs .

If, on the other hand, the classification is  made according to  the e s tim a to r 's  

definitions of capital expenditure, then th e re  is  no possibility  of such an under

estim ation, especially  when the accounts a re  in as much detail as those 

provided to  u s . In fact, they can be considered as enjoying a very  high level 

of re liab ility  com pared with the accounts of other private en te rp rises  operat

ing in other sec to rs of the economy.

$  4. SUMMARY OF THE RESULTS

Results of our estim ate of GFCF in Oil Companies a re  given in 

Tables VI-6, 7, 8 and 9 below. Some useful ra tio s  re la ting  GFCF to G ross 

Value Added and to  G ross Profit originating in Oil Companies a re  shown in
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Table VI-10.

Table VI-6 shows that in re a l te rm s Oil Companies' invest

ment in 1957, 1958 and 1962 amounted to an annual average of about ID 5 m . ; 

while during 1959, 1960 and 1961, this annual average was as high as ID 20 m .

A close look at the Table rev ea ls  that GFCF in 1959 was m ore 

than th ree  tim es as much as in the in itial year (1957), while in 1960 and 1961 

it was about five tim es the level of 1957. In the term inal y ear (1962) invest

ment became alm ost s im ila r to that of the in itia l y ea r, dropping by about 

80 p er cent from  the 1961 level.

The r is e  in the com panies' GFCF during 195^-1961 is  due to 

a ID 100 m . expansion program m e designed to increase  I ra q 's  oil export 

capacity to  70 m illion tons per y ea r. Part of this program m e was completed 

tow ards the end of 1962. The sudden drop in the figures of 1962, however, 

is  mainly due to the prom ulgation of Law No. 80, re fe rre d  to e a r l ie r , which 

represen ted  a d rastic  challenge to the oil com panies' position and to the 

stability  of th e ir  concession agreem ent in the Middle E a s t .^

Tables VI-7 and VI-8 give the classification  of GFCF by type 

of asse t, at cu rren t and at constant (1957) p rice s . The la tte r  table also 

shows the re la tive  contribution of each type of asse t to to ta l GFCF. It can

1) IBRD, C urrent Economic Position and Prospects of Iraq , Report No. AS- 
100a, September 30, 1963, p. 28.
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be seen that about 70 per cent of the com panies' capital expenditure is  made 

on construction like pipelines, fixed plant and sim ila r installations described 

e a r l ie r .  "M achinery and other Equipment" ranks second in the companies* 

capital expenditure with an average annual contribution of 24 per cent. 

"T ransport Equipment", which ranks th ird  during the f irs t five y ea rs , with 

an average annual contribution ranging between 12 and 2 per cent, dropped to 

fourth place in the term inal year with a percentage contribution of only 1 .3 . 

Expenditure on "N on-residential Buildings", which showed an increasing  trend 

during 1957-1961, rem ained at the fourth place throughout the period, but 

jumped to  the th ird  place in 1962 despite its  drop in absolute te rm s .

Looking at Table VI-9, we observe that of the th ree  com panies, 

IPC, MPC, and BPC, the f irs t and th ird  have contributed, on average, by 50 

and 45 p er cent respectively  to to tal GFCF in Crude Oil E xtraction. The 

MPC contribution, however, which amounted to about 10 per cent in 1957, 

declined to only 0 .2  per cent in 1962, yielding an annual average of about 

5 p er cent.

Since the IPC and the MPC fields of operation a re  in the Kirkuk 

and Mosul Provinces (northern Iraq), while that of the BPC is  in Basrah 

Province (southern Iraq), we may infer that 55 per cent of the oil com panies' 

GFCF is  made in the northern  region of Iraq, and 45 per cent is  in the sou

thern  region.

Finally, a glance at Table VI-10 shows that the ra tio s  of
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GFCF to GVA (Col. 5), to G ross Profit (Col. 6) a re  alm ost identical, amount

ing to 11% in 1960 and 1961 and dropping to a little  over 2% in 1962. If we 

take the 50 per cent share of the Iraqi Government out of the G ross Profit, 

the ra tio  of GFCF to G ross Profit doubles, but rem ains, on average, as low 

as 13%.

TABLE VI-6 

GFCF IN C .O .E . (Oil Companies), 1957 - 1962

At Current P ricos At Constant (1957) P rico s

Tear
ID 000

• 1957 

: 100

i  Increase  
over 

; Preceding 
Year 

$

ID 000 i
1957

100

In crease
over

Preceding
Year

$

1957 4665.1 100.0 _ 4665.1  | 100.0 _

1958 5565.6 j 119.3 19.3  ! 5907.3  ; 126.6 2 6 .6

1959 14848.1 | 318.3 . 166.8 14826.1 : 317.8 151.0

i 960 : 22314.0 | ij-89.0 53.6 21901.8 ; 469.5 47.7

1961 22477.7 j 1*82.0 -  1 .4 21689.8  i 465.O -  1 .0

1962 ;
1

4710.5 : 101.0 | -  79 .0  ! 4677.2  ; 100.3 -  78 .4

Sources: T ables VI-7 and VI-8 below.
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B. C A P I T A L  F O R M A T I O N  IN O T H E R  M I N I N G  AND 
 Q U A R R Y I N G _________ __________ __

Mining and Q uarrying, other than Crude Oil E xtraction, is  

ca rried  out by sm all indigenous estab lishm ents. No inform ation on th e ir  

capital expenditure could be ascerta ined , and thus a d irec t estim ate of th e ir 

capital form ation is  alm ost an im possibility .

Nonetheless, to  make an estim ate of GFCF in these estab lish 

m ents we applied an ind irect method of assigning certa in  proportions of 

annual investm ent in urban non-residential building to th is sec to r. As with 

the general method described in Chapter III, th is proportion is  determ ined 

by using the weighted percentage contribution of "Mining and Quarrying (other 

than Oil)11 to the GDP in each y ea r. (See Table 111-25 above.) On the sam e 

principle a proportion of to tal supply of MF urn itu re  and F ix tu res" is  allocated 

to th is secto r (see Table III-26).

Investment in "M achinery and Equipment" is  a rrived  at by 

using the commodity-flow method in assigning to  th is sec to r m achinery and 

im plem ents which are  wholly or mainly used for mining and quarrying 

ac tiv ities . On the basis of inform ation collected from the M inistry of Industry,

1) The M inistry of Industry, through its  D irec to ra te  G eneral of Industrial
Design and Construction, is  the authoritative body which g ran ts licences 
for mining and quarrying activ ities in Iraq ,
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we allocated th ree  types of im ported machines and tools to this secto r (see 

Table III-21), D etails on these m achines a re  given in Appendix II (Table 4).

The estim ation of investm ent in "T ransport Equipment" is  also 

made on the sam e lines as for the above th ree  components of GFCF (see 

Table III-23). D etails on tran sp o rt equipment attributed to th is  secto r a re  

given in Appendix IV.

The re su lts  of the estim ate of GFCF in this part of the secto r 

a re  shown in Tables VI-11 and VI-12 below,

GFCF estim ates in the Mining and Q uarrying sec to r as a whole 

a re  shown in Tables VI-13 and VI-14 below.
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C H A P T E R  VI I  

MANUFACTURING

$ 1 .  DEFINITION

The definition of the m anufacturing secto r is ,  in general, 

s im ila r to  that laid down in the I .S .I .C . as including establishm ents with 

activities falling within groups 201 -399 .^  But for s ta tis tica l convenience 

the United Nations' definition is  amended to fu rther include the following 

activ ities :

a . Oil products distribution (filling stations), which is  under the 

control of GORA.

b. N atural gas distribution, which is  also under the control of 

GORA.

c . Pipe-lines operated by the GORA for the tran sp o rt of crude 

oil or g as .

This industry group, however, does not cover the workshops of 

the Railways Adm inistration, Baghdad Public T ranspo rt (Bus) Services and that

1) U. N.  S tatistical Office, S tatistical Papers, Series M, No. 4, Rev. 1, 
(New York, 1958) p p .7-14.
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of the Post Office. This is  because of the difficulties involved in separating 

the capital expenditure on the workshops of these en te rp rises  from  th e ir  

capital expenditure in genera l. Hence, these workshops are  included in the 

industry group "Transportation, Storage and Communications" to which the 

above en te rp rises  belong.

The re su lts  of the estim ates of GFCF in th is industry group 

are  shown in Tables VII-1 to  VII-14. The figures a re  d istributed between 

the public and the private sec to rs; and within the form er, they a re  divided 

between "Oil Refining" and "other Government manufacturing estab lishm ents".

T ables VII-1 and VII-2 show that public investm ent in m anufac

turing accounted for m ore than 58 per cent of the total during the period 1957- 
1)

1962. It also shows that GFCF declined continuously between the in itia l 

y ear and 1961, but ro se  in 1962 by 66 per cent from  the 1961 level, and by 

23 per cent from the 1957 level. The decline, however, was in the public 

sec to r w here investm ent after the 1958 revolution dropped continuously until 

1962 when the level became sim ila r to that of the initial year 1957.

The in teresting  point here is  that while the public sec to r’s 

contribution to the value added of the manufacturing secto r is  only about 

15 p er cent (see Appendix IX Table 10), its  capital formation is  even higher

1) Excluding the y ear 1960 in which public investm ent dropped to ju st over 
12 p er cent.



than that of the private sec to r.

From  Table VII-6 it can be observed that public GFCF in 

m anufacturing, other than oil refining, was on average 85 p er cent of total 

public GFCF. It re flec ts  public expenditure on manufacturing p ro jects drawn 

up in the various development plans, and mainly financed from the develop

ment budgets.

Table VII-4 shows that of to tal GFCF, m achinery and equip

ment accounted, on average, for m ore than 57 per cent, non-residential 

buildings and other construction and works accounted for about 21 per cent 

and 18 per cent, respective ly . T ransport equipment, on the other hand, 

reg is te red  the lowest contribution, only 4 per cent.

TABLE VII-1 

GFCF IN MANUFACTURING, 1957 - 1962 

(at C urrent Prices)

Year Public P riv a te TOTAL 1957

100ID 000 $ i ID 000 i ID 000 *

1957 10895.1 65.0  ; 5851.7 35.0 16746.8 100.0 100
1958 7809.3 57.6  ; 5747-3 42 .4 13556.6 100.0 81
1959 8655.it 76.5  ! 2656. Q 23.5 11311.4 100.0 68
i 960 1120.1 I2 .it  ! 7919.8 87.6 9039.9 100.0 %
1961 5869.1 4 5 .8  ; 6945.1 54.'2 12814.2 100.0 77
1962 10199.7 4 8 .8  i 10688.7 51.2  ; 20888.4 100.0 125

Sources s Tables V II-5 and VII-13 below.



360

TABLE V II-2 

GFCF IN MANUFACTURING. 19 97 -  1962 

( a t  Constant (1957) P ric e s )

Year Public P riv a te TOTAL 1957

100ID 000 $ ID 000 $ ID 000 $

1957 10895.1 65.0  | 5851.7 35.0 I 6746.8 100.0 100

1958 8184.0 58.5  : 5797.0 41 .5 13981.0 100.0 83

1959 8449-4 7 6 .4  j 2614:3 23.6 IIO 63.7 100.0 66

i 960 1076.4 1 2 .3  i 7662.2 87.7 8738.6 100.0 52

1961 5668.7 4 5 .8  ! 6716.7 54.2 12385.4 100.0 74

1962 10070.3 49 .0  I 10495.7 51.0 20566.0 100.0 123

Sources? Tables VII-*6 and V II- l^  below.
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$  2. SOURCES AND METHODS OF ESTIMATION

The estim ation of GFCF in th is industry  group is  made from  

the expenditure side for the public secto r, and by the commodity-flow 

approach for the private sec to r. The GFCF of a sam ple of 155 private 

m anufacturing establishm ents is  estim ated from the expenditure side.

It is  worth indicating that expenditure figures derived from  the 

balance sheets of public or private manufacturing establishm ents rep resen t 

g ro ss additions to the stock of each type of fixed a s se t. In fact, alm ost 

every balance sheet is  arranged so that it shows the original cost of the a sse t, 

the annual additions to it, its  accumulated depreciation, and its  net book 

value. M oreover, each set of final accounts is  usually supplemented by a 

table showing new additions to each type of a sse t. This is  particu larly  the 

case of all public manufacturing establishm ents, and nearly  all the private 

establishm ents covered by the sam ple.

2 .1 . Public GFCF

Public GFCF in manufacturing re fe rs  to the capital expenditure 

of those establishm ents carry ing  out manufacturing activ ities and owned and 

controlled, in one way or another, by the Government. The investm ent of 

private manufacturing en te rp rises  in the capital of which the Industrial Bank 

has a share a re  not included here  but retained  in the private sec to r.
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The capital expenditure of public m anufacturing establishm ents

was derived e ither from th e ir balance sheets or from their detailed capital

expenditure statem ents. In alm ost all cases the two se ts of inform ation w ere 

used as a check against each other, but the breakdown of the figures was 

based on the capital expenditure sta tem ents. This is  because in some balance 

sheets, buildings and other types of construction w ere given under one head

ing, while in the capital expenditure statem ents they w ere shown separate ly .

(i) Oil Refining (Table VII-7)

In the case of MGil R efineries” , little  use could be made of 

the ir balance sheets for the classification of asse ts  by type, and hence the 

GFCF estim ate was en tire ly  based upon the capital expenditure accounts, 

which was obtained d irectly  from  the GOR.A. ^

The capital expenditure of Oil Product D istribution Services,

and that of the Gas D istribution Bureau w ere derived from  th e ir balance sheets.

(ii) Other Manufacturing Establishm ents (Table VII-8)

The capital expenditure of these establishm ents was derived 

from  two sources : the final accounts (including capital expenditure statem ents)

1) These accounts w ere obtained from the GORA through a questionnaire 
specially prepared  to m eet our requirem ent. The to tal capital expen
diture inserted  in the questionnaire was then checked against the to tal 
derived from their balance sheets . The two w ere identical.
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of these establishm ents, and the Development and O rdinary Budgets. The 

second source, however, was used only in the case of establishm ents whose 

final accounts could not be ascertained , and for industria l p ro jects which 

could not be identified with a particu lar establishm ent. Thus, for example, 

the expenditure shown in the Development Budgets on Government cem ent 

plants in Sarchinar and Mosul, and the Mosul Textile plant w ere discarded 

because the final accounts of these establishm ents w ere ascerta ined , with 

m ore details than those given in the Development Budgets. In the case of 

Government D airy Products Plant, the final accounts w ere d iscarded and the 

Development Budgets w ere used, because the fo rm er source was in a very 

disorganized and condensed form , while the la tte r  contained m ore de ta ils .

Capital expenditures of the Government owned p re ss  and 

bakery (Al-I*asha) w ere the only figures which w ere derived from  the Ordinary 

Budget (see Appendix V, Table 3).

Table VII-9 shows the GFCF in those m anufacturing estab lish 

m ents whose final accounts w ere re lied  upon; while Table VII-10 shows the 

capital expenditure on manufacturing pro jects derived from  the Development 

Budgets. The aggregate of these two tables and Table 3 of Appendix V is  

shown in Table VII-8 below.
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2 .2 . Private GFCF

Total private GFCF in m anufacturing is  estim ated by the 

commodity-flow approach, or what we may call the allocation method.

Within this to ta l, however, the GFCF of a sample of 155 establishm ents was 

estim ated from the expenditure side by using th e ir  final accounts (see Table 

VII-11). The sample contains mainly establishm ents which a re  either stock 

companies or companies with lim ited liab ilities . F rom  the manufacturing 

accounts of these establishm ents we also calculated the ir g ro ss  output, input, 

and gross value added (broken down by factor incomes) for the years  1957 

and 1962 as shown in Table VII-12.

Since no m ateria l inform ation was available on private invest

m ent in manufacturing construction ( i.e . other construction and w orks), the 

sam ple provided useful inform ation in th is resp ec t. The estim ation proced

u re  is  described below :

1. Non-Residential Buildings (Table VII-13 item  1):

This item  is  estim ated in the m anner described in Section B of 

Chapter III above (see Table 111-25).

2. Other Construction and Works (Table VII-13 item  2);

This item  may be considered as "own account construction" of 

m anufacturing establishm ents. Its magnitude, for the sample was derived 

from  the balance sheets of the establishm ents covered by the sam ple. For
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the re s t  of the sec to r, it was estim ated as 10 per cent of investm ent in

m 1)m achinery and equipment, i . e . ,  10% of item  3(i)b.

3. M achinery and Equipment (Table VII-13 item  3(i)):

This item  rep resen ts  the difference between the control total 

of m achinery and equipment allocated to th is secto r (see Table 111-21) and 

public investm ent in this type of asse t (see Table VII-5, item  3(i)).

4* Furn iture and F ix tures (Table VII-13 item  3(ii)):

This item  is  estim ated in the m anner described  in Section B

of Chapter III (see Table 111-26).

5, T ransport Equipment (Table VII-13 item  4):

The calculation of private investm ent in th is item  is  sim ila r 

to that of m achinery and equipment. From  the control total of transpo rt 

equipment attributed to this secto r (see Table III-23 paragraph b) public 

investm ent (shown in Table VII-5 item  4) is deducted and the residual is 

private GFCF in transpo rt equipment.

♦ * * * *

1) The 10 per cent is  based on the inform ation derived from  the sample 
re fe rred  to e a r l ie r .  It rep resen ts  the sim ple average of the ra tio s  of 
item 2a to item  3(i)a of Tahle VII-13.
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TABLE V I I - 12

OUTPUT. IN PU T . AND GROSS VALUE ADDED CF 1 5  5 PRIVATE MAMUFACTURING ESTABLISHMENTS

(A ) 1 9 5 7  a t  C u r r e n t  F a c t o r  C o s t  

( I D  0 0 0 )

377

— — — ----------- — — — —--------------- ------------------- ---------------------.—

i

I . S . i . e .  
C l a s s i f i c a t i o n  

( g r o u p )
; G« 0o I n p u t s ! GVA

W ag es
a n d

S a l a r i e s
R e n t P r o f i t

; 1
1

; D e p r e c i a 
t i o n s  |

1
f

F o o d ,  B e v e r a g e ,  T o b a c c o  a n d  
C h e m ic a l s  a n d  C h e m ic a l  P r o d u c t s  
I n d u s t r i e s  ( 5 7  E s t a b l i s h m e n t s )

2 0 3 , 2 0 5 , 2 0 6 , 
2 0 9 ,  2 1 1 , 2 .1 3 , 
2 1 4 ,  2 2 0 ,  3 1 1 ,  
3 1 2 . ; 1 3 6 6 0 . 0 1 0 2 1 7 . 3 3 ^ 2 . 7 1 2 8 4 . 2 4 8 . 0 ; 1 5 6 3 . 5

f

;

5 4 7 . 0  !
1

oC
*

T e x t i l e  M a n u f a c t u r i n g  I n d u s t r i e s
( 2 1  E s t a b l i s h m e n t s )

2 3 1 ,  2 3 2 ,  2 3 3 ,
2 3 9 . 3 0 2 8 . 0 1 6 6 4 . 2 1 3 6 3 . 8 7 8 0 . 0 1 8 . 1 ; 3 6 9 .0

; 1

i

1 9 6 .7

3 F o o t w e a r 9 L e a t h e r  a n d  L e a t h e r  T a n - 1 
n i n g  I n d u s t r i e s  (9  E s t a b l i s h m e n t s )  ;

2 4 1 ,  2 9 1 ,  2 9 3 ,  
3 0 0 .

i
1 5 2 0 . 0 1 0 2 1 . 0 4 9 9 . 0 3 5 9 .0 1 0 . 0 ; 6 6 . 0 6 4 . 0

4 F u r n i t u r e  a n d  F i x t u r e s  
I n d u s t r i e s  ( 2 2  E s t a b l i s h m e n t s ) 2 6 0

t

8 0 9 . 0 5 4 8 .0 2 6 1 . 0 1 4 5 . 0 7 . 5 7 4 . 0

:

:

3 4 . 5

5 P r i n t i n g *  P u b l i s h i n g  a n d  A l l i e d  
I n d u s t r i e s  ( 2 0  E s t a b l i s h m e n t s ) 2 8 0 1 8 7 5 . 0

4

f I 
1 1 9 9 . 0 6 7 6 . 0 1 9 8 . 0 2 5 . 0 4 0 8 . 0

I

4 5 . 0

6 N o n - M e t a l l i c  M i n e r a l  P r o d u c t s  
I n d u s t r i e s *  e x c e p t  P r o d u c t s  o f  
P e t r o l e u m  a n d  C o a l

( 2 6  E s t a b l i s h m e n t s ) 3 3 i ,  3 3 2 ,  3 3 4 .

*

i

5 5 0 6 .0  : 2 3 2 9 . 3 3 1 7 6 .7 6 4 2 .1 1 4 . 2

1

»

1 7 0 0 . 8 8 1 9 . 6

7 TOTAL 1  —  6  ; 2 6 3 9 8 . 0  ; 1 6 9 7 8 . 8 9 4 1 9 .2 3 4 0 8 .3  i 1 2 2 . 8 4 1 8 1 .3 1 7 0 6 . 8
i

1
i 8

*

G. 0 . ,  I n p u t s  a n d  GVA o f  P r i v a t e  M a n u f a c t u r i n g 5 9 2 0 5 .0  , 2 9 8 5 6 . 0 2 9 3 4 9 . 0

9 ( 7 ) a s  f >  of( 8 ) 4 4 . 6  ; 5 7 . 0  i 3 2 . 1

* D e r i v e d  f r o m  K a s e e b 's  e s t i m a t e s  o f  N a t i o n a l  In c o m e  o f  I r a q .  ( C o n t i n u e d )
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C H A P T E R  VI I I  

CONSTRUCTION1

This industry group includes the GFCF of establishm ents 

undertaking construction ac tiv ities . It is  considered as falling wholly in the 

private secto r because alm ost all construction in Iraq is  ca rried  out by private 

establishm ents, whether for the account of the Government or the private 

sec to r.

The GFCF in th is industry is  estim ated by the commodity-flow 

approach for "m achinery and equipment" and "transport equipment"; and by 

the allocation method for "non-residential buildings" and "furn iture and 

fixtures" in the m anner described in chapter III above. The sum m ary of the 

estim ates is  shown in Tables VIII-1 and VIII-2, at cu rren t and at constant 

p rice s . D etails on the type of m achinery and on tran sp o rt equipment are  

given in Appendix II Table 6 and Appendix IV Table 4, respectively .

* * * * *



383

rH
I

H

K

8
Eh

<M
n o

H

I

CNca
O '

Eh
M
CO
CO<a5

£

fel
8
E
B
g
CO

6
CJ

(H

O

o

feo
A*
G

•=35
o
H

H
CO
CO

a
CJ

CO©
0

1
-P
C

£Jh
3
-P

ooo
Q
H

CN]
nOON
rH

rHNOOn
H

O
NO
ON
rH

ONVA
On
rH

00lA
On
rH

O -UNi
O n

CA
•

CA00
H

ON
*A
CN2

CN]
•CN- 

I—I 
I—I

XA
•

NO
NO
CA

VA

ON 
CXj  
CN]

NOo
CA

W
w
c

•H

rH
•H

&

-P
£©
T3
*H
W

&
&
O

fZZ-t

(0

■k

I
t ?

co
•H
•po

-P
CO
£
O

CJ

£©
8

CNi

CAnO

CN] CN] 
NO A - 
O  
rH

NANO
• o

0 0  CN] 
CA ON 
H  
rH

O n

CA
rH
rH

CA
CN]
rH

CA

CA

NO

CO00
CA

NO O NO o 0 0
• • # 0 •

O  OA (A o o
NO ON VA CA o
-p~ VA NO CA

H

£V CN] 
• ♦

CA NA 
CN] O  
ON rH

ON
•00

CN]
O
rH

- t

NAnO H NO CN]
♦ • • • •

H - NA O NO NO
3 "  o VA CN] NO
0 0  rH ON 0 0 o

CN]

D -nO  
• •

VA ON 
NO 00  
H
CN]

CA
•

VA
VA
CN]
CN]

Cv]
A -

•P£©

P

S
©

xi
s

©£
•rH
X3o

CA

4^£ w 0 © El ^ 
f t  P  

•H -P

IS

S 3
O Jh

• »

<r>

-p
£

-p
£
©

•H
P

SI
•P
0
01w

*̂“N *H 
■H *H

NA
•

CN]
NO
NO
H

00
00

00
f t00
rH

VA
CO
O
O'.
CN]

j§Eh
O
Eh

So
ur

ce
s: 

1. 
Fo

r 
ite

m
 1 

see
 

Ta
bl
e 

11
1-

25
.

2, 
Fo

r 
ite

m
 3

(i
) 

se
e 

Ta
bl

e 
H

I-
21

.
3* 

Fo
r 

ite
m

 3
(i

i)
 

see
 

Ta
bl

e 
11

1-
26

il*.
 

Fo
r 

ite
m

 k 
se

e 
Ta

bl
e 

11
1-

23
.



384

CM
I

H
H

W

£

CO
v o
CM

i

VP
O '

H
W
CO
CO
<
[la

P?
5  
K
o13
g
CO
%oo
125
H

O
CO
6
S
<3j
u
MPin
H
CO
CO

a
o

m
©
o

•H

£

CN vo, 
Ov )—I
-P
£
cd

-P
w
£o

o

-p
cd

o
o
o
«
H

•d - rH  
• *

Ov VO
CO 00
o

cmvo
OV

o
o v
CV3

00

Ov co
00 
COoo

00 OV

vo*
Ov
O -

vO
OV
rH

i—I vO 
o o H rH

Ovo,
CM

IN-
O

CMOO O
Ov O  
.d- o o

rH

OvCO

CO o n  
• •

CM 0 0  
CM O  00 H

o
00
Ov
£N-

00UO
Ov CO

Ov o

uo
00

CN- VO 
• ♦

VO o v
v o  CO

o
CNVO
O v

-P

-PP>
CO

o

o
-p -p

o
o

S
ou

rc
es

s 
Ta

bl
e 

V
II

I-
l 

ab
ov

e 
de

fl
at

ed
 

by 
th

e 
Pr

ic
e 

In
de

x 
Nu

m
be

rs 
in

di
ca

te
d 

in 
C

ha
pt

er
 

II
*



385

C H A P T E R  IX 

ELECTRICITY AND WATER

$  1. DEFINITION

According to the United Nations* I .S .I .C , ,  th is industry should 

em brace not only e lec tric ity  and w ater, but a lso  gas m anufacture and d is trib u 

tion, and san itary  se rv ices .

F or the p resen t purpose, however, the definition of th is 

industry is  narrow er in scope than the United Nations* one. * ̂  It is  confined 

to "E lectric ity  and W ater" only for the following reasons:

1 • The distribution of natural gas from  oil fields is  undertaken 

by the Gas D istribution Bureau which was se t up in 1960 by 

GORA. The operation of th is Bureau is  on a very  sm all scale , 

being confined solely to the selling of gas to consum ers in 

Baghdad City, It was found un realis tic  to  separate  this activ 

ity from that of oil refining, and so it was reta ined  in the sec to r 

" Manufacturing" *

X) The definition adopted here  is  s im ila r to  that used for the National Income 
estim ation; see Haseeb, K ., The National Income of Iraq, 1953-1961, 
(R .I .I .A ., Oxford U niversity P ress, London, 1964) pp. 116-117.
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2, No steam  heat and power industry exist in Iraq .

3 . Sanitary serv ices (garbage and sewage disposal and the opera

tion of drainage, other than those on agricu ltu ral land), a re  

the responsibility  of the various m unicipalities spreading all 

over the country .^  It was not possible to separate  m unicipal

ities* capital expenditure on san itary  projects from th e ir 

expenditure on parks and sim ilar p ro jec ts, which a re  included 

with the main activ ities of these m unicipalities in the secto r 

"S erv ices".

For the above reasons, th is sec to r covers the capital form a

tion of establishm ents engaged only in the generation, transm ission  and

2)
distribution of e lec tric ity , purification and distribution of w ater.

Power plants operated by manufacturing establishm ents and by 

the oil companies for the ir own use a re  not included in th is sec to r but retained  

in the m anufacturing and mining sec to rs .

After 1956, all e lec tric ity  and w ater supply establishm ents 

cam e under Government control. With the exception of Baghdad and Basrah

1) In Baghdad City, however, these se rv ices a re  undertaken by the Sewage 
A dm inistration which was established in 1955 (Law No. 37 of 1955) with an 
independent budget. Although the capital expenditure of th is adm in istra
tion was secured, it was included in the sector "Services" along with the 
main activ ities of the other m unicipalities.

2) The construction of irriga tion  system s is  not included h ere , but in the 
sec to r "A griculture".
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Provinces, all e lec tric ity  and w ater supply establishm ents take the form  of

’’E lectricity  and W ater Boards” . In Baghdad, the e lec tric ity  and w ater are

supplied by Baghdad E lectric ity  Services and Baghdad W ater Supply Services,

respectively . Both a re  public bodies with independent budgets. In Basrah,

the supply of e lec tric ity  and w ater to municipal a rea s  is  under the control of

Basrah E lectricity  and W ater Supply, which in turn is  controlled by the Ports

A dm inistration. * ̂

Until 1961, all E lectricity  and W ater Boards had independent

budgets, but w ere under the supervision of the D irecto ra te-G eneral of 

2)
M unicipalities. Since then these Boards have been attached to the municipal -

3)itie s  concerned and th e ir  budgets ceased to be independent.

In view of the increasing  demand on e lec tric ity  for both • 

dom estic and industria l u ses, the Government established the National 

E lectricity  A dm inistration in 1959. It is  attached to the M inistry of Industry, 

but has an independent legal status and budget. The A dm inistration’s main 

operations consist of generating e lec tric ity  from  its  giant power stations in

1) The Ports Adm inistration itse lf  supplies e lec tric ity  and w ater to bulk 
consum ers from th e ir  C entral E lectric Power and W ater Purification 
Stations.

2) Before the 1958 revolution th is D irecto ra te  was attached to  the M inistry 
of In terio r, but since then become part of the newly formed M inistry of 
M unicipalities, which was la te r  named as the M inistry of Municipal and 
Rural A ffairs.

3) In Baghdad and Basrah, however, they rem ained to be independent. But 
the Baghdad E lec tric ity  Services was term inated in 1964 and its  operation 
was taken over by the National E lec tric ity  A dm inistration.
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northern , middle, and southern Iraq , and selling in bulk to m unicipalities, 

industria l establishm ents and other consum ers.

$  2. SOURCES AND METHODS OF ESTIMATION

GFCF in ’’E lec tric ity  and W ater” is  based on the capital 

expenditure statem ents of the various bodies mentioned above, in addition to 

the relevant expenditure derived from the Development Budgets.

Since in te rre la tion  - to a very  g rea t extent - existed between 

the capital expenditures shown in the Development Budgets and those shown in 

the accounts of the E lectricity  and W ater Boards, ^  ca re  was taken to avoid 

double-counting. It was avoided by obtaining from Baghdad E lectricity  

Services, Baghdad W ater Supply Services, and the National E lectricity  

Adm inistration details of the ir capital expenditure, which was financed from 

the Development Budgets. In the case of Basrah E lec tric ity  and W ater Supply, 

it did not appear from the balance sheets and capital expenditure statem ents 

that any p art of capital expenditure was financed from  the Development Bud

gets during the period under review .

For other E lec tric ity  and W ater Boards, it was not possible to

1) The word ’’Boards” is  used here  in re fe rrin g  to a ll public bodies concerned 
with generating and supplying e lec tric ity  and w ater.
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identify from  the ir capital expenditure statem ents the part which was financed 

from the Development Budgets. But since the finance of these expenditures 

comes mainly from the Development Budgets, they w ere elim inated from  the 

la tte r  and th e ir capital expenditure statem ents w ere re lied  upon.

The re su lts  of the estim ating procedure a re  shown in Tables 

IX-1 to IX-10 below. Table IX-1 shows the aggregate GFCF in E lectricity  

and W ater, both at cu rren t and at constant 1957 p rice s . Tables IX-2 and 

IX-3 give the classification of the figures by type of asse t at cu rren t and at 

constant p rice s , respective ly . Table DC-4 shows the GFCF in this sector 

excluding the Development Board’s expenditure. The la tte r  is given in 

Table IX-10. The capital expenditures of Baghdad E lectric ity  Services, 

Baghdad W ater Supply Board, and Basrah E lec tric ity  and W ater Board are  

shown in Tables IX-5, IX-6 and IX-7, respective ly . Other E lectricity  and 

W ater Board’s capital expenditure and that of the National E lectricity  Admin

istra tion  a re  shown in Tables IX-8 and DC-9, respectively .

Rem ark

Investm ent in m achinery and equipment derived from  the 

accounts of ’’Boards" was slightly lower than the im ported m achinery and 

equipment attributed to th is secto r (see Appendix II Table 7). To account 

for th is difference and at the sam e tim e p rese rv e  the consistency of to tal 

GFCF estim ated from the expenditure side , it was assum ed that th is diff-
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erence lie s  in item  2 of Table IX-10 below. Hence, the difference was 

deducted from  this item  and added to item  3(i) of the sam e table. This 

procedure kept the figures of m achinery and equipment consistent with those 

allocated to th is sec to r, and left the GFCF to tal unaffected.

TABLE IX-1

GFCF IN ELECTRICITY AND WATER, 1957 - 1962

(Summary Table)

a t  Current P rices
ie a r

ID 000 ; 1957 
= 100

i

1957 643I.O  : 100.0

1958 8912.4 I 138.6

1959 5019.1 ; 78.0

i 960 7774.7  j 121.0

1961 5030.6  ; 78.2 1

1962 4867.2  : 75.7
i
i1

a t  Constant (1957) P rices

ID 000 1957 
= 100

6431.0  : 100.0

9628.2  j 149.7

4907.0 ; 76 .3

7483.6  1 116.4

4874.5  : 75 .8

4819.7 i 74.9

* Excluding expenditure on rep a ir  work. 

Sources : T ables IX-2 and IX-3 below.
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C H A P T E R  X 

TRANSPORTATION, STORAGE, AND COMMUNICATIONS

$  1* DEFINITION

Basically, the boundary drawn up in the I .S .I .C . for this 

sec to r should include establishm ents rendering the se rv ices of tran sp o rt of 

passengers and freight by land, w ater, or a ir ,  in addition to serv ices which 

a re  incidental to transport# Storage and warehousing, and communications 

by telephone, telegraph and radio (except rad io  broadcasting studios w hich 

a re  classified  in the secto r ’’Services") are  also part of this sec to r.

The S tatistical Office of the U .N ., also recom m ends the 

inclusion in this sector of the transportation  by pipe-line of crude and xefined 

oil and natural gas, if it constitutes an independent se rv ice . ^

The definition adopted in this study follows very  closely the 

U .N .’s, with the following exceptions :

a . Pipe-lines operated by the oil companies and GORA a re  exclu

ded due to difficulties involved in segregating th e ir  operations 

from the main activ ities of the oil companies and GORA. 

Hence, they w ere retained  in the relevant sec to rs to which

1) U .N ., S tatistical Papers, Series M, No. 4, Rev. 1, pp. 15-16.
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each one belongs, nam ely, "mining and Quarrying" in the case

of oil companies and "manufacturing" in the case of GORA.

b. No account is  made of horse-draw n passenger c a r r ie rs  and

wagons because of the decrease  in the ir num ber resu lting  from

the introduction of Government bus se rv ices , with a subsequent

res tric tio n  of the a rea  in which these c a r r ie r s  and wagons

1 )operate.

The sum m ary of the resu lting  estim ates of GFCF in th is 

industry is shown in Tables X -l to X 4  below. The f irs t two tables show the 

aggregate GFCF divided between the public and the private sec to rs , at 

cu rren t and at constant p rice s , respectively . As can be seen from  the tables, 

public GFCF accounted, on average, for m ore than 75 per cent of the to tal. 

This is  natural, however, because the public secto r em braces all expenditures 

on roads, bridges, p o rts , communications system s, and sim ila r social o ver

head capital facilities, which account for m ore than 80 per cent of public 

investment* while investm ent in transpo rt equipment proper accounts for 

le ss  than 6  p er cent of to tal public investm ent (see Table X-5).

The contribution of the private sec to r is  m ainly made up of 

investm ent in transpo rt equipment proper which accounts for nearly  80 per 

cent of to tal private GFCF.

1) Haseeb, K ., The National Income of Iraq, 1953-1961, p .128
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TABLE X-l

GFCF IN TRANSPORTATION. STORAGE AMD COMMUNICATIONS. 1957-1962*

( a t  C urrent P ric e s)

Year
Public P riv a te TOTAL

1

1957
ID 000 !. * ID 000 i" ID 000 <0P

= 100

1957
;

17804.0 i 75.5 5 7 6 3 .1 24.5 23567.1 \ 1 0 0 .0 1 0 0 .0
1958 1 6 9 8 9 .0  ; 77.7 **8 7 5 .^ 2 2 .3 2186it.it 1 0 0 .0 9 2 .8
1959 172*1.9 .9  : 8 3 .it 3it33.3 1 6 .6 2 0 6 8 3 .2 I 1 0 0 .0 8 7 .8
i 9 6 0 1 9 1 6 6 .7  ; 75.2 6 3 2 6 .3 2 4 .8 25493.0 : 1 0 0 .0 1 0 8 .2
1 9 6 1 2 2 6 9 5 .8  i 70.7 9it02.it 29.3 3 2 0 9 8 .2 j 1 0 0 .0 1 3 6 .2
1 9 6 2 21359.7 ; 73 .8 7588.1 2 6 .2 28947.8 : 1 0 0 .0 1 2 2 .8

Sources; Table X-3 below.

TABLE X-2

GFCF IH TRANSPORTATION. STORAGE AMD CCMTONICATIQHS. 1957-1962*

( a t  Constant (195?) P ric e s )

Year
Public P riv a te TOTAL 1957

100ID 000 ! <0T ID 000 % ID 000 i

1957
;

1 7 8 0 4 .0 75-5
i

5763.1 i 2 4 .5 2 3 5 6 7 .1 1 0 0 .0 1 0 0 .0
1 9 5 8 18666.1 ; 79.5 4810.9 2 0 .5 23477.0 ; 1 0 0 .0 99 .6
1959 17249.9 : 84.4 3196.9 : 1 5 .6 20446.8 1 0 0 .0 8 6 .8
i 9 6 0 1 8 2 8 5 .6  = 7 6 .7 5550.2 : 2 3 .3 23835.8 ; 1 0 0 .0 1 0 1 .1
1961 21857.6 ; 7 2 .2 8399.7 : 2 7 .8 30257.3 1 0 0 .0 128.4
1 9 6 2 2 1 0 9 2 .0  : 7 6 .0 6 6 7 6 .2  ; 2 4 .0 2 7 7 6 8 .2 ; 1 0 0 .0 1 1 7 .8

S ources; Table X-4 below.

* Excluding expenditure on r e p a ir  work.
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$  2* SOURCES AND METHODS OF ESTIMATION

GFCF in this industry was a rrived  at in two ways: the expen

d itu re  approach and the commodity-flow method. The form er was employed 

in estim ating public GFCF, and the la tte r  for private GFCF. Within the 

private sec to r, investm ent in two types of a sse t, nam ely, "m achinery and 

equipment" and " transport equipment" w ere obtained as the difference 

between the control to ta ls  (set up in chapter III) and public investm ent.

2 .1 . Public GFCF

Public GFCF is derived from the capital expenditure s ta te 

m ents of the agencies engaged in providing tran sp o rt, sto rage and commun

ications se rv ices , in addition to Government expenditure on the construction 

of roads, highways, b ridges, ports and a irp o rts . The derivation procedure 

is  as follows :

a . Ports Adm inistration and Bar Dredging Scheme (Table X -6 )

Table X- 6  below shows the capital expenditure of the Ports 

A dm inistration in Basrah, and the Bar Dredging Scheme at Fao. The figures 

w ere derived from  the detailed unpublished capital expenditure accounts 

which w ere obtained from  the Ports Adm inistration d irec tly  by the w rite r .  ̂

1) D irecto ra te-G eneral of Ports, Basrah, L etters No. 19/14/74 and 19/14/139, 
dated 26/6/1965 and 4/12/1965, respectively .
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Separate statem ents w ere given for the capital expenditure of the Bar-D redg

ing Scheme, the C entral W ater and E lec tric ity  of the Ports, and the Basrah 

E lec tricity  and W ater Supply. The la tte r  two w ere excluded from  this sector 

and included in the secto r "E lectric ity  and W ater".

The figures so derived w ere checked against those shown in 

the balance sheets of the Ports and the Bar-Dredging Scheme. ̂  The two 

"aggregates" w ere identical when additions to "land", (which appear in the 

balance), a re  taken into consideration; otherwise the capital expenditure 

statem ents give higher estim ates of GFCF. The root cause for th is, is  the

peculiar classification of expenditure on the construction of ports and dock-

2 )
yards under the heading "Land" in the balance sheets.

b . Railways A dm inistration (including Iraqi Airways) (Table X-7)

The figures shown in Table X-7 are  the GFCF of the Railways 

Adm inistration (RA). They w ere derived from the annual rep o rts  of the RA, 

which give detailed statem ents showing expenditure on m ajor development 

schem es and capital w orks during each y ea r. The figures include all 

expenditures (except those for land) charged to capital account by the RA.

Since the RA is  also responsible for the operation of the State

1) The balance sheets show the annual additions to each type of a sse t, but in 
a m ore condensed form  than shown in the capital expenditure sta tem ents.

2) This trea tm ent was explained by the Ports ' financial sec re ta ry  in his 
le tte r  to the w rite r .
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owned Iraqi Airways, the latter*s capital expenditure is  embodied in Table X- 

7. M oreover, the RA undertakes the provision of a hotel catering serv ice, 

which is an ancillary  activity to the main one of transportation; the capital 

expenditure in this respect is also embodied in Table X -7.

Railways expenditures on renew als and replacem ents a re  not 

regarded  as part of GFCF, though they a re  shown in item  6 of Table X-7. 

T heir exclusion is  to allow for the value of scrapped (if any) railw ay lines, 

coaches and s im ila r a s se ts .

c . The Grain Board ( T a b l e  x -8 )

The G rain Board's capital expenditure is  included in th is sector 

because it perform s, as an independent serv ice , the storage of g rains in silos 

constructed for this purpose. The figures shown in Table X- 8  w ere derived 

from  the detailed capital expenditure statem ents of the G rain Board supplied 

to the w rite r .

d . Public T ransport (Bus) Services (Table X-9)

The capital expenditure of these adm inistrations w ere derived 

from  two sou rces. F o r Baghdad, Mosul and Basrah T ransport Services, the 

figures w ere derived from their actual unpublished final accounts, which w ere 

d irec tly  obtained (see Appendix VIII, Tables 3, 4, and 5). F or other p rov

inces, the capital expenditures w ere based on the "Revenue and Expenditure" 

reco rds of these adm inistrations which a re  kept at the M inistry of the In terio r 

(see Appendix VIII Table 6 ).
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The regional distribution of number of buses operated by the

Public T ransport (Bus) Services and their purchases of transport equipment
\

during 1962 (shown in Appendix VIII Table 7) was derived from  the C .B .S .'

1 )"Report on S tatistics of T ransport and Communications during 1962".

e . The Development Board's Capital Expenditure (Table X -10)

The Development Board* s capital expenditure in transportation , 

e tc , ,  em braces only that part which is not embodied in the capital expenditure 

statem ents of any of the previous agencies. The figures w ere derived from 

the Development Budgets, and include expenditure on the construction of high

ways, bridges, a irp o rts , telephone and telegraph system s and the like. 

Expenditure on silos during 1957 - 1960 is  excluded from the Development 

Budgets because it was derived from  the Grain Board's accounts. But for 

1961 and 1962 the figures shown in the Development Budgets w ere taken into 

account because they w ere not included in the Grain Board's accounts,

"N on-residential buildings" and "m achinery and equipment" 

(item 1 and 3(i)) rep resen t expenditure on the construction of post office 

buildings, and on telephone sw itch-boards and re la ted  equipment.

1) Expenditure on transpo rt equipment during 1962 by the D irec to ra te -
G eneral of Passenger T ransport Services in Baghdad shown in this "report"  
was lower than the actual expenditure figure given by the D irecto rate  by 
ID 102,800, and hence, the " rep o rt's "  figure was adjusted for this under
estim ation.
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f • Central Government (the Ordinary Budget) Capital Expenditure 
(Appendix V Table 4)_______________________________________

Expenditure figures derived from  the O rdinary Budget a re  

those pertaining to the Post Office, which is  financially integrated with 

G eneral Government, Minor expenditures on the construction of roads and 

cu lverts by the D irectorate-G eneral of Roads and Bridges a re  also included 

h e re ,

g . M unicipalities' Capital Expenditure (Appendix V Table 12)

M unicipalities capital expenditure is  confined to one type of 

asset: the construction of s tree ts  and cu lverts . The figures a re  derived 

from  the accounts of m unicipalities, including Baghdad Municipality (Amanet 

A l-Asim a). The figures rep resen t expenditure on the construction of new 

s tre e ts  and cu lverts ,

h. Local A dm inistrations' Capital Expenditure (Appendix V Table 10)

The expenditure of these A dm inistrations is  s im ila r to that of 

the m unicipalities. The figures a re  derived from  the A dm inistrations' 

reco rd s  kept at the M inistry of the In terio r.



412

0
0
O

£
■p
g

8
G
<3
-PccJ

CMvO
0 >

I
INXT'
O'

Eh
W
CO
co
<3$
Ctj
8

e

63

CM
VOOvi—1

rH
vO
Ov
H

ON O VO U*' rH UN
Ov 0 • • • • •
UN vo UN H 00 O 00
Ov ON 00 O  H CM o
rH O

rH
C -̂
ON
rH

00 00 VOH

O
Oo
Q
H

00
un
OV
H

o Ov IN
• « •

CM IP
CN CM CM
CM J -00
rH

rH VO vO
• • •00 Ov O

IN ON -3-
VO ^3-00
H

vo -3- 
• •ON

UN Ov 
^  H  iH

CM UN
O00

H  oo 
• •

vO Ov
£  3
CM UN i—I

-=t O o  IN- 
ON

CM IN 
• •O 00 

CM i—I 
ON UN 

-=t 
H

O - IN 
• •

O  Ov

H

■P
G
0

•H
G
A
G
0

X

TJ

8
0
G

•H
.G
O
cd

S

H  CM ON

0

G
0 o
bl £
G

•H
'O G
rH cd
•H
& Go
rH -P
cd O

•H G
-P G
G -P
0 0
"0 G
•H O
0 O
QPS G1 0
G X3

£ 8

ON

'd
-P
£

ON
ON
00

_ jv O  O  00

UN UN 
IN- O  
ON CM

IN- 
• •

O  Ov vO 00 
rH On 
H

rH O ----- rH 00
IN- • • • • • e
UN Ov UN O  ov £ UN
Ov 00 O IN- rH CM
rH CM rH

vO
rH

00 00 UN

-P
G
0

•H
G

■P
G
o
P|w

O n
UN
ON
rH
CM

00
•

UN
Ov

vO
CM
CM

vO
VO
rH
OV
H

Ov
Ov

CN-
rH

Ov00
OV

VO
rH

-^ro00
e'
en

IN V0 rH VO 
• • • *

VO un CM uv| 00

O-  ̂ ON rH IN 
• • • •

H  CM CM C^
H  00

CM UN O  ov 
• • • •

CM Ov CM vO 
rH IN-

O  O  N T  
• • 0

vO Q  ^  ON

Ov UN 00  00 
• • • •

H  unvO  vrj 
00

vO ^ O O  
• • • «

H  O  UN ON 
Ov

O
O
H

O
O

O  
O  i—I

o
•

oo

oo
IH

O
O
rH

-P
H

UN UN UN UN

H H H H
o  o  o  o

0  0  0 0
cd cd cd cd

H  CM ON 3̂-

VO
•

rH
H
ON
rH

vO
•

VO
CM

3

rH
•

UN
UN
-3-
rH

IN-

f t
CM

Ov
IN-

a

CM
ON

S '

TJ
§

0
G

•3
p

r8
G
0
0
G

•H■a0
1

CO

is
c

s

3■a©
R

«H
o

a

O
rH
A
Ov

A
CO

A

vO

A
0
0

<3

0
0
O
G
G

c8

un



4X3

vO

3
PQ

£

CM
VO

H
I

Ooo
QH

00 H
e •H vr\Ov

C°\

o Ov•
00
CM

O
rH O

o- oo
• *

(30 OVT> o
VO

CO

00
♦

00
Ov

•CN-
CMS

i—I
VO
Ov

00
VO

00 H
*vn

OVVO

o
o
CO

Ov cv-
cs-CV
CM

ONVT\
Ov

00  VOo

Ov00
Ov

O
c b 00

w

<D *H

s  -p

■H -H

(C
on

tin
ue

d)



X-
6 

(c
on

ti
nu

ed
)

414

UN O
» •

C -̂ C -̂
CM O n

rH
ON

o-o\

o&
on

o&
un

00

f t
on

pP©
£
P

*H

3
-Puop(0

ON
•

CsJ
rHO-

ON*
ONo
un-=3‘

ON

ON
ONO
CM

CM

NOo
CMH

ON
•UN

ONO-

-=fr

I
rH

3O
Eh

OnCO
-3"

UN
CM
UN

00
•

ONCO
ON

ON

CM
D -

ON0-
CM

UN

ON

UN

■g

:S
U

•d
a

iS
po
©p$

•H■s©
P&

NO

CN ON

w©OPP
<8



415

aPQ
e3

o
0

oo
VA
rHvO

O
00VO

OV
CV]
OvU"V

vO

o

Os] VA
00

o
00c a

OV
c a

o v3̂-OV
CVl

o
rHo rH

CA
•

vO00
ovVA
Ov

OO
vO

00VA
Ov

o
00o o o

gvoo
<A

6 *

■H -P

'g 'd
K  -P

> bO 
♦rl+e ^

>H *rl

no
<D

§
£
£O

O



416

Tf<D
§

£>Goo

><!

I

vQ vO W
• • •H 0~V O-On £V

CJ\

00-3"
ON
CM

CM ^  O
• • «

ON 0 ^
O - H  o~>

IN-ON
rH

00

O  CM 
• •P- P-\o00 0>to

NO oP- P-t  «
O  H  
H  ON

0  -P

-P TJ O 
0  rH

COO
rH

Q ^  *H
#  -H -H

w

&
£

• 4

’c t1cd
H

to
£

•H

B
Ho

O  vO

• •W
0
oJh
p

<8



417

CMM3O

00
£

PQ

0

O  CM
• o

CM rHO
COd 00d

o o- o
o •

O  H

o
ON ON

d  
• •

CM O

O
00 rNo

00 d  
• •O I—I

CM
On

ON o>

rN
CM00
CM

CM

O

ON i—!CM

-P

•H *H'd TJ 
£  H

S
ou

rc
es

? 
D

et
ai

le
d 

C
ap

ita
l 

E
xp

en
di

tu
re

 
st

at
em

en
ts

 
and

 
fi

na
l 

ac
co

un
ts

 
of 

th
e 

Gr
ain

 
B

oa
rd

,



PU
BL

IC
 

TR
AN

SP
OR

T 
(B

PS
) 

SE
RV

IC
ES

 
(A

LL
 

IR
AQ

.) 

C
ap

ita
l 

E
xp

en
di

tu
re

. 
19

??
 

- 
19

62

418

oo ^  
• •

.3 - o
Csl

CNJ

00

(T\£>-
OOn0J ONĈ
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2*2. Private GFCF

Private GFCF in this industry is  estim ated by the methods 

described in chapter III above. Mnon-residential buildings” and "furniture 

and fix tu res” rep resen t the allocated proportions of total private GFCF in 

these two types of a sse t as shown in Tables 111-25 and III-26, respectively . 

”Machinery and equipment” rep resen ts  the difference between the control 

total of m achinery and equipment se t up for this industry group (see Table 

III-21) and public GFCF in th is type of asse t (see Table X-5).

tion viewpoint, to that of m achinery and equipment. It is  derived as the 

difference between the control total (Table III-23 item  1(d) + item  (5)) and 

public investm ent in transpo rt equipment (Table X-5 item  4). The control 

to tal, however, rep resen ts  not only im ported tran sp o rt equipment, but also 

dom estically made barges and boats. The la tte r  is estim ated as follows :

1. F rom  the Industrial Census of 1953 and the Monthly Industrial 

Surveys of I960, 1961, and 1962, the value of barges and boats manufactured 

dom estically was determ ined, as shown below:

The case of " transport equipment” is  s im ila r, from  the estim a-

Year Value of Barges and Boats 
manufactured and sold 

(ID 000)

76.01953

1960
1961
1962

136.5
96.2
53.4
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2. F or the years 1957 - 1959, the value of barges and boats was 

taken as ID 75 thousands in each y ear, which is  equivalent to the sim ple 

average of the value of barges and boats manufactured during 1953, 1961, 

and 1962. The reason  for excluding the 1960's figure from  the calculation 

of the sim ple average is  that the figure thought to be high com pared with 

previous and la te r  years  and its  inclusion would resu lt in an upward biased 

average.

Finally, it is  to be observed, that since the public secto r does 

not operate tax is, it is  assum ed that this type of transpo rt equipment - the 

estim ation of which was explained in Chapter III - is  operated entirely  by 

the private sec to r.

# * * * *
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C H A P T E R  XI 

WHOLESALE AND RETAIL TRADE

$  1. DEFINITION

The definition adopted for this sec to r is  s im ila r to that given

in the I .S .I .C . It em braces establishm ents with activ ities falling within

Groups 611-612 of the I .S . I .C ,^  There is , however, one exception to the

U . N . ' s  definition. Petrol filling stations, which a re  operated by GORA

2)have been included in the manufacturing secto r (Oil Refining).

$  2. SOURCES AND METHODS OF ESTIMATION

The estim ating procedure of capital form ation in this sector 

does not differ basically  from the procedure followed for other sec to rs . It 

consisted of employing the expenditure method in the case of public GFCF, 

and the commodity-flow method in determ ining private GFCF.

1) U.N.  S tatistical Paper, Series M, No. 4, Rev. 1 (New York, 1958),
2) Haseeb, K ., The National Income of Iraq, 1953-1961, (R . I . I .A . ,  Oxford 

U niversity P ress, 1964) p. 136,
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2,1. Public GFCF

The public sec to r’s contribution to "W holesale and Retail 

Trade" is insignificant, and is  lim ited to the activ ities of the Tobacco 

Monopoly Adm inistration, Government Sales Adm inistration (established in 

1959), and the Date Association.*^

F or the purpose of this study, however, the public secto r is 

confined to the Tobacco Monopoly A dm inistration, for the following reasons :

a . The final accounts of the Government Sales Adm inistration for 

the fiscal y ea rs  1960/1961, 1961/1962, and 1962/1963 showed 

no capital expenditure other than some ID 85 on furniture and 

fix tures.

b . The Date Association (now the Iraqi Date Administration) is 

included in the manufacturing secto r with other Government manufacturing 

establishm ents. It is  so trea ted  because alm ost all its  capital expenditure 

during 1957-1962 was on m achinery and equipment used for "processing" 

dates ra th e r than anything e lse .

So far as the capital expenditure of the Tobacco Monopoly Admin -

2)
is tra tion  is  concerned, reliance was made upon its  final accounts, which

1) Ib id ., p .142.
2) The Tobacco Monopoly A dm inistration was established in 1939 by Law No.

35, Its function is the purchase and selling of raw  tobacco; the licensing of 
the m anufacture, im portation, wholesaling and re ta iling  of c igare ttes. It 
also controls the im portation of other requ isites of the cigarette m anufacture.
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w ere obtained by the w rite r d irec tly .

Derivation of the capital expenditure from  the final accounts 

was not, however, as straight-forw ard  as in the case of other public agencies, 

because the Tobacco Monopoly Adm inistration did not p repare the final 

accounts of 1960, 1961, and 1962 sep ara te ly . Only one set of accounts was 

made covering the period 1960-1962.*^ Thus, g ro ss  additions to fixed asse ts  

from  the beginning of 1960 until the end of 1962 had to be distributed . The 

distribution was made by using the ra te  of depreciation and the increase  in 

the amount of annual depreciation (derived from the profit and loss account) 

of each type of asse t, as a yardstick .

The resulting  estim ates are  shown in Table XI-1. It should 

be noticed that in this table item  2 rep resen ts  expenditure on the construction 

of certain  types of w arehouses w hich a re  built of steel and can be dism antled. 

They a re  n ea re r to she lters than to proper w arehouses.

2.2 .  Private GFCF

Private GFCF in this sector is  estim ated in the m anner 

described in Chapter III. It consisted of the allocation of proportion of total 

private investm ent in non-residential buildings and in furniture and fixtures,

1) In fact, only the balance sheets of 1960-1962 w ere consolidated, while the 
profit and loss account was given for each year independently.
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as shown in Tables III-25 and 111-26, respectively .

Since the Tobacco Monopoly Adm inistration had no investment 

in m achinery and equipment, private investm ent in th is type of asse t is  

represen ted  by the control total of m achinery and equipment shown in Table 

III-21. Investm ent in transport equipment, on the other hand, is  the difference 

between the control total (Table III-23, item  1(e)) and public investm ent 

(Table XI-1, item  4a).

* * * * *
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C H A P T E R  XII  

BANKING AND INSURANCE

$  1. DEFINITION

The definition of this secto r as laid down by the U.N.  S tatistical 

Office in its  I .S . I .C .  (Group 620-40) should include all banks and rela ted  

institutions, insurance c a r r ie rs  of all kinds and dea lers in re a l es ta te .

According to this definition, the following institutions wh ich 

operate in Iraq should be included in this secto r :

1. The C entral Bank of Iraq (CBI)

2. Com m ercial Banks

3. Specialized Banks

4. C redit Co-operatives

5. The Post Office Saving Deposit

6. Insurance Companies

7. S arra fs1^

8. Real E state D ealers

1) S arrafs  are  "sm all, local indigenous banks which have a long h isto ry  b e 
hind them . They deal mainly in foreign exchange, though they also make



431

However, due to the scarc ity  of data, and in o rder to avoid 

guesswork, certain  institutions a re  excluded from  this sec to r. They a re  :

1. Credit C o-operatives. These institutions w ere excluded*^ 

because until the end of 1961, only th ree existed in the country with total 

paid-up capital of ID 39.

2. The Post Office Saving D eposit. The activity of th is d ep art

ment is  part of the post office activ ities in genera l. It is  not possible to 

separate its  capital expenditure (if any) from that of the D irect or age- General 

of Post, Telegraphs and Telephones. Hence the investm ent of the post office 

as a whole is  included in the sec to r ’T ran sp o rta tio n , Storage and Communica

tions.

3. S a rra fs . In p ractice , capital expenditure made by sa rra fs  is 

negligible and is  not worth accounting fo r. The only investm ent in fixed 

asse ts  that a s a r ra f  might make is  on furn iture , which usually consists of a

loans to individuals known to them . In general, the cred its  a re  for sm all 
amounts except in the case of a few big S a rra fs ."  (See Reports on Census 
of Services and Service Industries in Iraq  for 1957 (1958), p .3. P.B.S. ,  
Baghdad.) The Law for the Control of Banking of 1950, defines the S arraf 
as a "person or company licensed to deal in banking in Iraq  (Art. 1(3))"; 
his disposable paid-up capital in Iraq m ust not be le ss  than ID. 12000 if the 
relevant operations a re  in Baghdad; but le ss  than ID. 12000 in other regions 
(Art. 4(4)). However, in addition to licensed s a rra fs , unlicensed sa rra fs  
do exist and ca rry  out banking activ ities without the necessary  licence 
from the CBI.

1) D r. Haseeb also excluded them from  his estim ates of the National Income 
of Iraq because their net output was so negligible which did not w arren t 
the ir inclusion.
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desk, a chair and a safe. M oreover, since the num ber of s a rra fs , as shown 

below, has rem ained fairly  constant throughout the period of this study, and 

since it is  unlikely that sa rra fs  who w ere in business before 1957 will make 

new investm ent in furniture and fix tures, we decided to exclude them from 

this sec to r.

TABLE XII-1 

NUMBER OF SARRAFS, 1956 - 1962

Year Number

1956 17
1957 18
1958 20
1959 20
1960 20
1961 20
1962 20

Sources: Com merce, A Q uarterly  Economic Review
published by the Baghdad Chamber of Com m erce, 
Vol. XXV, No. 2, 1962.

4. Real Estate D ea le rs . Real estate dea lers a re  those who 

derive the ir income from the letting of houses, flats and other p roperties 

which they own. Rent collecting agencies and house and esta te  agents a re  

also regarded as dea lers  in re a l es ta te . T heir capital expenditure - furn-

j itu re  and fixtures - is  s im ila r to that of s a r ra fs . They are  exlcuded from
!
I

I
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th is secto r for the following reasons:

a . No information ex ists on the ir num ber and size of business for the 

period under review, other than the number of house agents given in

the 1957 Census of Services.

b. Analysis of the final (audited) accounts of four large companies (the 

paid-up capital of which accounted for m ore than 65 p er cent of the

total paid-up capital of all estate companies during 1960), which a re  reg istered  

at the D irectorate-G eneral of Registration and Supervision of Companies 

(DGRSC) as "estate  com panies” revealed that their main activ ities a re  not 

th e ir  dealings in re a l estate  but a re  either the construction of buildings and/ 

or the manufacture of building m ate ria ls , especially  bricks and ceram ic tile s . 

This means that they should be classified  e ither in the construction or the 

m anufacturing se c to r . * ̂

The exclusion of the above institutions from this secto r by no 

m eans im plies the underestim ation of GDFCF in the country as a whole. It

sim ply m eans that investm ent made by co-operatives, s a rra fs , and re a l

1) The accounts w ere collected from  the DGRSC where it is  possible to exam 
ine the accounts of any company upon payment of 100 F ils  (2 shillings) fees 
for each company, provided it is  reg is te red  at the DGRSC.
D r. Haseeb in his estim ate of the value added in re a l estate  used the ra tio  
of value added to paid-up capital of one of these companies and the total 
paid-up capital of all estate  companies in addition to the index of building 
licences as an indicator. See Haseeb, K ., The National Income of Iraq, 
1953-1961, p .148.
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esta te  dea lers  is im plicitly distributed among the various private sectors; 

while the capital expenditure of the Post Office Saving Deposit is  included, 

as we mentioned e a r l ie r , in the "T ransportation, Storage and Communications" 

sec to r,

$  2. BANKING SYSTEM1

Banking operations in Iraq are  ca rried  out by private as well 

as by public institutions* Private banks a re  all com m ercial; while public 

banks a re  of two types: com m ercial and specialized. The responsibility  

of no te-issue and other credit and m enetary m atte rs  is vested in the Central 

Bank which was set up in 1947, though decisions of its  Board a re  subject to 

approval by the M inister of Finance.

Com m ercial banks (one of which is  en tire ly  Government-owned 

and handles m ore than 50 per cent of banking transactions) a re  subject to 

control by the CBI and are  required  to keep at least 15 per cent of the ir total 

deposits with the CBI. But in p ractice , the CBTs control is  lim ited, and

1) In July 1964 all private banks, among which there  a re  th ree  wholly Iraqi 
banks, and two with a m ajority  Iraqi shareholding as well as the local 
branches of five foreign banks, w ere nationalized and put under the control 
of the G eneral Organization of Banking. Insurance Companies, too, w ere 
nationalized and put under the control of the G eneral Insurance O rganiza
tion* But since our study does not go beyond the year 1962, the nationaliza
tion will not affect the distribution of fixed capital form ation in this industry 
group between public and private sec to rs .
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changes in the latter*s discount ra te  have little  effect upon the ir lending ra te s . 

In addition to the ir banking ac tiv ities, and because of the absence of an 

organized stock-exchange in the country, the com m ercial banks operate as 

stockbrokers and sell shares to the public.

Specialized banks, on the other hand, a re  all owned by the 

Government. They operate in the field of ag ricu ltu re , industry, construc

tion, e tc . They a re  :

1. The A gricultural Bank

2. The Industrial Bank

3. The Mortgage (Real Estate) Bank

4. The Mortgage (Movable Property) Bank

5. The Co-operative Bank.

The Specialized Banks a re  of considerable im portance as 

sources of loanable funds. The A gricultural Bank provides mainly short and 

m edium -term  finance to fa rm ers  for the purchase of seeds, m achinery, e tc . 

The Industrial Bank, which was initially  concerned with granting loans to 

la rg e r  firm s, has s ta rted , in recent y ea rs , to grant sm all loans to sm all 

and medium sized firm s. Besides its  lending operations, it also partic ipates 

in the capital of various industries, where the percentage of participation in 

the nominal capital varies between 8 and 45 per cent. On average it was 

| about 18 per cent as at the end of 1962 as shown below:
i
f
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(ID 000)
T otal Nominal Capital of companies in

which the Industrial Bank is  a participant: 14605,0   (1)

Participation of the Industrial Bank : 2591,0   (2)

(2) as a percentage of (1) : 17,7%

The Mortgage (Real Estate) Bank was established in 1948^ with

the object of providing owners of houses with an "opportunity to convert loans

secured by m ortgages on the ir p roperties and bearing high in te rest into loans

2)
suppliedhy the*bank and bearing a m ore reasonable in te re s t,"  This field 

of operation was la te r  (from 1952) extended to advancing loans to private 

individuals who wished to build new houses and other buildings. The Bank, 

under Law No, 8 of 1953, was also empowered to purchase land and build 

houses on its  own account for sale, on an instalm ent b as is , under certa in

specified conditions "to any Iraqi official o r employee or any other person

i, „ 3)who earns an income ,

The Mortgage (Movable Property) Bank and the Co-operative

Bank, can be regarded as sim ila r to pawnbrokers, who operate in sho rt-term

loans secured with movable property . They are  of g rea t value from the view-

1) Law No. 18 of 1948 and its subsequent am endm ents.
2) Iverson, C ., A Report on the Monetary Policy in Iraq; The National Bank 

of Iraq  (the CBI), 1954, pp. 34-35.
3) Salter, Lord, The Development of Iraq: A Plan of Action (Iraq Develop

ment Board, April 1955).
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point of combating usury .

Table X0n3 overleaf shows the lending activity of the above- 

mentioned five Specialized Banks during 1957-1962.

TABLE XII-2

REGIONAL DISTRIBUTION CF NUMBER OF BANKING 

INSTITUTIONS OPERATING IN IRAQ AS AT THE END OF 1962

Province Iraqi Banks

»
Foreign Banks' 

Branches

1. Mosul 7 3
2 . Sulaimaniya 4 ..................... - ...................
3. Arbil qu 1
4. Kirkuk 5 1
5. Diala 5 -
6 . Ramadi 4 -
7. Baghdad 41 24
8 . Kut 7 -
9. Hilla 7 -

10. Kerbela 10 1
11 . Diwaniya 7 —
12 . Amara 4 1
13. N asiriya 4 -
14. Basrah 10 6

TOTAL : 118 37
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$  3. INSURANCE

Like banking, insurance activ ities a re  ca rried  out by public 

and by private institutions which usually take the form of stock com panies.

The Government has the complete ownership of one large 

company, that is  the National Insurance Company (NIC). It also  partic ipates 

in the capital of the Iraqi Re-insurance Company, which was established in 

1960 with a paid-up capital of ID 5 m .

Three of the 32 private insurance companies a re  owned by 

Iraqi nationals, while the re s t  a re  branches of foreign insurance com panies.

At the beginning of 1960 there w ere 33 insurance companies 

operating in Iraq, but with the enforcem ent of the Iraqi Insurances Act No. 49 

of 1960, ten of these companies ceased underw riting because the size of their 

business was not large enough to w arran t the ir adjustment to the requirem ent 

of the new Act. The following table shows the num ber and nationality of 

insurance companies before and after the enforcem ent of the Insurance Act.
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TABLE X II4 

INSURANCE COMPANIES

Nationality of Company No. of Companies 
before the 1960 Act

No. of Companies 
after the 1960 Act

1. Iraqi 4 4
2, Egyptian 3 2
3, Lebanese 2 2
4. Jordanian 1 1
5. British 15 9
6, American 1 1
7. French 2 2
8, Italian 1 -

9. Australian 1 -

10, New Zealander 1 1
11, Indian 1 1
12. Swiss 1 -

T O T A L : 33 23

Sources: D irectorate-G eneral of Registration and Supervision of Companies, 
Baghdad,

$  4 . FIXED CAPITAL FORMATION IN BANKING AND INSURANCE

In practice , fixed capital form ation in "Banking and Insurance” 

is  lim ited to buildings, furniture and fix tures (including s ta tis tica l m achines). 

As it can be seen from Table XII-7 about 84 per cent of the capital expenditure
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in this secto r is  or* the buildings in which these institutions c a rry  out the ir 

ac tiv ities, while 15 per cent is  on furniture , fixtures and sta tis tica l m achines, 

and about 1 per cent is  on transpo rt equipment.

Compared with other sec to rs  of the economy, this sec to r 's  

contribution to GDFCF is  the lowest being le ss  than 1 p er cent both at curren t 

and at constant p rices as shown in Table IV-16 above. T his, however, is 

not su rprising  since these institutions a re  m ore concerned with "financial” 

than with "fixed” investm ent, i . e .  the very  nature of banking precludes g reat 

investm ent in illiquid a s se ts .

In Tables XII-5 A and B the distribution of GFCF between public 

and private banks and insurance companies is given. The tables show that 

on average, public investm ent accounted for about 78 p er cent of total invest

ment at cu rren t and constant p r ice s . The main contributor to this investm ent 

during the f irs t three years  (1957-1959) was the CBI with its  new building 

which cost m ore than ID 2 m . F or the period 1960-1962, Com m ercial, 

Specialized Public banks and the NIC made the m ajor share in public invest

ment as shown in Table XII-8.

With regard  to private investm ent, we see from  Table XII-9 

that p rivate com m ercial banks a re  the only m ajor investo rs, while, other 

than some furniture and fix tures, insurance companies make no significant 

investm ent in fixed a sse ts .

The Regional D istribution of capital form ation in this secto r



442

CTable XII-10) shows that about 94 per cent of the investm ent is  made in 

Baghdad alone. The rem aining 6 per cent is  made in the other 13 provinces. 

This, however, is a natural tendency in m ost countries where m ost of the 

economic activ ities a re  concentrated in the C apital. ^

$  5. SOURCES AND METHODS OF ESTIMATION

Discussion on the methods used in a rriv ing  at the estim ate of 

fixed capital formation in "Banking and Insurance" may be divided into two

p arts , according to the type of institutions, as follows :
\

5.1 • Capital Expenditure of Com m ercial Banks (including CBI)

Com m ercial banks, like other financial institutions, usually 

publish th e ir  final annual accounts in various w ays. One of these is  the 

Annual Reports of the CBI, which give consolidated balance sheets, profit and 

loss accounts, e tc . , of all com m ercial banks operating in the country without 

distinction between public and private institu tions.

Before examining these consolidated final accounts, it was 

thought that they would provide, like the final accounts of, say, stock com-

1) The Regional D istribution of the value added in Banking and Insurance in 
1956 shows that about 86 per cent is made in Baghdad. See Haseeb, K ., 
The National Income of Iraq, 1953-1961, Table 107.
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TABLE XII-5A 

GFCF IN BANKING AHD INSURANCE, 1957 -  1962 

( a t  Current P ric e s )

Year
Public P riv a te TOTAL 1957

= 100ID 000 $ ID 000 i ID 000

1957
1958
1959
1960
1961
1962

597.6 
747-9 
710.3
420.6
681+. 5 
918.9

75-4
76.4
85 ,0
81.0
7 8 .0
7 2 .0

194.7 
230.9 
126.4
98 .5

193.8
356.8

24.6
2 3 .6  
1 5 .0  
1 9 .0  
2 2 .0  
2 8 .0

792.3 r'9'?8 . 8
836 .7
519.1
878.3 

1275.7

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

1—1
 1—1 1—1

 1—1
 1—1

 1—1

1 0 0 .0
1 2 3 .5  
1 0 4 .3

6 5 .5  
1 1 0 .9
1 6 1 .0

Sources; Table X II- 6 below.

TABLE XII-5B 

GFCF IN BANKING AND INSURANCE. 19 97 -  1962 

( a t  Constant (1957) P ric e s )

Year
Public P riv a te  TOTAL

1957 
= 100ID 000 $ ID 000 $ | ID 000 A'

1957 597.6 ! 7 5 .4 194.7 2 4 .6  ! 7 9 2 .3 100.0 1 100,0
1958 832 .2  : 7 7 .2 246.4 22 .8  ! 1078.6 100.0 : 1 3 6 .1
1959 720 .7  ! 85 .0 127.2 1 5 .0  : 847.9 100.0 ; 1 0 7 .0
i 960 m2 .5  i 81.1 95.9 1 8 .9  ! 5 0 8 .4 100.0 ; 61̂ .2 '
1961 668.2 : 7 7 .5 193.8 22.5  : 862 .0 100.0 : 108.8
1962 9 1 7 .9  : 7 1 .6 364. I 28.4 : 1282.0 1 0 0 .0  ■ 1 6 1 ,8

Sources; Table XII-7 below.
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panies, a good and reliab le  source of inform ation on the capital investment 

in fixed asse ts  classified by types. But on examining them we found that the 

consolidated balance sheets of com m ercial banks give m ore details about 

11 financial" asse ts  than about fixed. The la tte r  appears as one item  called 

"other asse ts"  with no distinction between building, furniture and other fixed 

asse ts  which are  usually classified  in the final accounts of other firm s.

To show how disappointing com m ercial banks' final accounts 

a re  for our purposes, an actual consolidated balance sheet for the year 1962 

is  given below.

TABLE XII-11

CONSOLIDATED BALANCE SHEET OF COMMERCIAL BANKS, 1962

(A) Liabilities

1. Paid-up Capital
2. R eserves
3. Provisions for Income Tax and other provisions and

Profits ready for distribution
4. Balance of Profit and Loss account
5. Debit Balances with Branches in Iraq
6. " " " " licensed Banks in Iraq
7. " " " Abroad
8. Government Departm ents D eposits - C urrent account
9. " " " .................... " - Tim e Deposits

10. D eposits Against Guarantees and C redits
11. C urrent Accounts
12. Savings Accounts
13. Tim e Deposits
14. Other Deposits
15. Other L iabilities
16. As per Contra

ID 000

9205
3977

1036
1646

10736
1517

968
3041
8437
6499

33078
19866
8019
1453
7425

98858

(Continued) T O TA L; 215761
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TABLE XII-11 (continued)

(B) A ssets
ID 000

1* Notes and Coins in Cash
2. C redit Balances with Branches in Iraq
3; " " " " licensed Banks in Iraq
4. Deposits with the Central Bank :

(a) Current Account 7849
(b) Iraqi T reasu ry  Bills 1677
(c) Iraqi Government Bills 2195

5. Deposits and Investm ents Payable Abroad
6. Government Investments and Loans :

(a) Iraqi T reasu ry  Bills 2450
(b) Iraqi Government Bills 30
(c) Other Loan and Advances 

granted to Government and
Semi-Government D epts. 1293

7. Discounted Bills
8. Guaranteed Advances
9. Non-guaranteed Advances

10. Other A ssets
11. As per Contra

3940
11009

1646

11721

11997

3773

23861
12139
26245
10571
98859

TOTAL 215761

Sources: Central Bank of Iraq*

To achieve our aim  in estim ating "Banking and Insurance" 

capital form ation from the expenditure side, it was decided to obtain the 

inform ation from  the banks d irec tly . This was done during a v isit to Iraq  

in the sum m er of 1965 by sending, through the D epartm ent of S tatistics of the 

CBI, a special questionnaire to the head offices of com m ercial banks, asking 

them  to provide the CBI with the annual capital expenditure from 1956-1963 of
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each head office and its  b ranches. The questionnaire was prepared in such 

a way as to achieve the purpose of estim ating capital expenditure on each type 

of asse t. A covering le tte r, signed by the Governor of the CBI, in which he 

urged the banks to send the ir rep lies prom ptly, accompanied each question  

naire , ^  And indeed, in a very  short tim e all the inform ation needed was 

obtained.

However, in o rder to check the inform ation collected from  the 

head offices of com m ercial banks, another questionnaire was sent out to all 

branches of these banks throughout Iraq  (including the head office) enquiring 

about capital expenditure on each type of asse t during 1962. Aggregating 

the information collected in this way gave exactly the sam e total as was 

originally supplied by head offices. This facilitated the regional distribution 

of th e ir capital expenditure as shown in Table XII-10.

5 .2 . Capital Expenditure of Specialized Banks and Insurance Companies

Capital expenditure of the five Specialized Banks (and the ir 

branches) and Insurance Companies was derived from th e ir final accounts. 

These accounts a re  presented m ore or le ss  in the sam e way as those of stock 

and lim ited liability  companies in which the a sse ts  a re  classified  by type,

1) Since all com m ercial banks w ere nationalized in 1964 and put under the 
control of the G eneral Organization for Banking, the head of which is  the 
Governor of the CBI, no bank could refuse  to send any inform ation : 
requested by the CBI.



with th e ir  original cost, the accumulated depreciation and the cu rren t book

1)
value (remaining balance) a re  given# Some of the accounts also  give the

annual additions to fixed asse ts  separately  from  their original cost#

However, in the case of one Specialized Bank (the Industrial

Bank) the final accounts of one y ear (1958) could not be obtained# To estim ate

its  g ro ss  investm ent during that y ear reco u rse  was made to the 1959 final

accounts which presented the cu rren t book values of fixed asse ts  in 1958 in a

2)
separate  column in the balance sheet for the purposes of comparison#

1) The rem aining balance of an asse t equals its  original cost, le ss  accumulated 
depreciation as at the end of each accounting period#

2) The estim ation was made f irs t by calculating the original cost of each type 
of asse t during 1958 by adding to the rem aining balance the accumulated 
depreciation as at the end of 1959, and then deducting the annual deprecia
tion of the asse t for 1959 (given in the profit and loss account). Second, 
the original cost of the a sse t in 1957 was then deducted from  its  counter
p art in 1958 and the g ross addition in the la tte r  y ear was thus obtained#
The procedure is  described as follows:

Put : R. = the rem aining balance of a particu lar asse t as at the end
of 1958

D9 = the accumulated depreciation of the asse t as at the end of 
1959

d^ = the annual depreciation of the asse t during 1959

C = the original cost (undepreciated) of the a sse t as at the end 
0 of 1957

C = the original cost (undepreciated) of the asse t as at the end 
of 1958

1̂  =  the g ross addition to the asse t during 1958
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With reference to the reliab ility  of the final accounts of these 

institutions which formed the basis of our estim ates of th e ir g ross fixed 

capital form ation, there is  no reason  to doubt their high quality and accuracy, 

since they a re  subject to qualified auditing.

As to the validity of deriving the annual addition to a particu lar 

a sse t, by taking the difference between its original cost in two consecutive 

balance sheets, we think that it is  as co rrec t as if the addition w ere directly  

derived from the capital expenditure accounts, especially  when the original 

cost of the asse ts  rep resen ts  the undepreciated purchase value.

♦ * * * *
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C H A P T E R  X I I I  

OWNERSHIP OF DWELLINGS

This chapter is  divided into two parts* Part One sets out 

the definition and scope of th is industry, with a b rie f outline of the ro le  of 

Government in investm ent in housing. The sum m ary of the estim ates is 

also embodied in this p a rt.

Part Two, on the other hand, contains details on the sources 

and methods of estim ation.
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PART ONE

$ 1. DEFINITION, SCOPE AND COVERAGE

"Ownership of Dwellings" is  a special secto r suggested by the 

United Nations' S tatistical Office for the classification of dom estic product 

by industry* It has no counterpart in the International Standard Industrial 

C lassification of All Economic Activities (I. S. I* C* )• The reason  for this 

a r ise s  from the fact that by using the establishm ent as the unit of c la ss ifica 

tion for showing the contribution of different trad es , "the income from  the 

use of land and buildings is logically regarded as part of the contribution of 

the establishm ent making use of the property, irresp ec tiv e  of the ownership 

of the property .""^  So far as dwellings a re  concerned, therefore , the income 

originating in their use or the amount invested in them should explicitly be 

shown in the national income or capital form ation es tim ates .

The definition of "dwellings" adopted here  conforms with that 

laid down by the U .N .S . O. in its  various publications on the subjects of 

national income and capital form ation. It sim ply consists of perm anent 

housekeeping dwelling units in various types of s tru c tu re . A housekeeping

1) U .N .S . O ., Methods of National Income Estim ation, Studies in Methods: 
Series F, No. 8, (New York 1955) p .54.



460

dwelling unit is  defined as living accommodation containing housekeeping 

facilities which are  regarded as in tegral p arts  of the un its . Prefabricated 

houses (if any) are  included on the condition that they a re  perm anent and made 

of new m a teria ls . T ra ile rs , houseboats and other tem porary  s tru c tu re s  a re  

excluded. Excluded also, a re  living q u arte rs  provided for superintendents, 

ca re tak e rs , or watchmen in w arehouses, factories and other non-residential 

buildings on the grounds that construction of residence in these cases is 

incidental to these buildings.

Residential non-housekeeping construction, such as hotels, 

m otels, students* hostels and the like a re  not part of th is secto r but dealt 

with elsew here as Non-Residential Buildings.

"Houses with ShopsM which a re  used for residen tia l and non- 

residen tia l purposes should, in principle, be allocated to the various industries 

of use according to the ren ts  paid or any other suitable crite rio n  such as 

cubic m etres occupied. In p ractice , however, it was difficult for us to obtain 

re liab le  data which perm its such an allocation, and due to the fact that invest

m ent in this type of house does not rep resen t m ore than 3 per cent of to tal 

investm ent in urban dwellings (see Table XIII-5), we have considered "houses 

with shops” as wholly residen tia l without any adjustm ent of the figures. On 

the other hand, "esta te  buildings” consisting of flats and shops w ere excluded 

from  this secto r on the grounds that in Iraq  the habit of living in apartm ents 

is  not common and these buildings a re  usually used as business qu arte rs  and



offices.

"Expenditure", includes the payment for the building proper, 

but not for the value of land. Also included in the expenditure estim ates is  

the value of all types of immovable equipment which, when installed , become 

an in tegral part of the s truc tu re  and n ecessary  to any general use of the 

s tru c tu re . Plumbing, a ir  condition ducts, and lighting equipment a re  examples 

of serv ice facilities which a re  considered as part of construction.

M oreover, capital formation in dwellings does not rep resen t 

the value of dwelling units completed each y ear, but ra th e r  the amount spent 

on the construction of dwellings; and to this end it rep resen ts  the value of 

the change in w ork-in -p rogress on dwellings as well as the value of such 

dwellings sta rted  and completed during the year.*^

$  2. THE TREATMENT OF LAND

Land on which the dwelling units a re  being built poses p a rtic 

u lar problem s in a study of capital form ation and its  finance in residen tia l

1) It is  noteworthy to indicate at this stage that in this chapter we deal only 
with investm ent in new residen tia l housekeeping construction (and also m aj
or alterations and renovations of the existing dwellings) as an end product, 
ra th e r  than with capital form ation of the firm s that undertake the construc
tion of residen tia l buildings, i . e .  the construction industry . In th is sense, 
capital form ation in m onetary te rm s , therefore, m eans the expenditure for 
the construction of dwellings and additions and m ajor alterations; in 
physical te rm s it means a new dwelling unit designed for housekeeping.
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construction. New capital com prises not only the buildings proper but also 

the non-structu ral s ite  im provem ents associated with residen tia l buildings, 

to the extent that they a re  privately financed, such as grading and landscap

ing, connection to san itary  and sew ers, driveways, s tre e ts  and sidewalks. 

Land usable for residen tia l and other construction is , in fact, a highly p ro 

cessed  product requiring  substantial in p u ts .^

However, in our estim ate the value of land in itse lf  is excluded 

2)
and trea ted  as a used asse t, while expenditure for the im provem ent of 

building s ites  (area between the external walls of the house) is  autom atically 

accounted for in the cost of constructing the dwelling unit. Expenditure for 

im proving land situated outside the boundary of the house, such as s tre e t 

levelling and surfacing, is  usually made by public au thorities and hence 

considered as part of the capital expenditure on "other construction and 

w orks" of the public authorities in the appropriate se c to rs .

1) Blank, D . M . , & Winnick, L ., 'C apital Form ation in Private N on-Farm  
Residential Construction ', National Bureau of Economic R esearch, Vol. 19, 

(Princeton U niversity P ress, Princeton 1956) p . 4.
2) U .N ,S ta tis tica l Office, Studies in Methods, Series F . No. 3, p a ras . 35, 

36, 37, pp. 10-11.
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$  3. THE ROLE OF GOVERNMENT IN INVESTMENT IN HOUSING

Before 1955 the Government, in effect, had no adequate hous

ing program m e; and its  expenditure on housing pro jec ts from the year in 

which the Development Board was established till the end of 1956 did not 

exceed ID 4 ,5m . This amount, compared with the Board* s expenditures on 

other pro jects, is rela tively  very  sm all.

When the 1956 Housing Census revealed that out of 741,106 

housing units only 157,998 w ere built of brick or stone, the Development

Board started  seriously  planning for a housing program m e which could

2)
provide better houses and environment for some 1 .5  m illion fam ilies.

This program m e was both am bitious and im aginative. Knowing that better 

environment and living conditions does not simply mean a housing program m e 

but also other facilities associated with it such as parks, schools, shopping 

cen tres, better ro ad s, e tc . ,  the Board drew up a program m e which was

1) It is  to be noted that despite the distinction in this chapter between Public 
and Private investm ent in dwellings, all Government financed dwellings 
construction a re  trea ted  as part of Private GFCF in the final classification . 
The agrument for th is is  that these dwellings are  eventually occupied by 
private individuals who get these houses e ither free or repay the ir costs of 
construction to the Government within a certain  num ber of y e a rs . M ore
over, since our classification of GDFCF is  made according to the use of 
the asse ts , not the ir sources of finance, the trea tm ent of investm ent in 
dwellings as wholly private is fully justified .

2) In 1957 it was estim ated that only 100,000 out of 800,000 fam ilies in Iraq 
w ere adequately housed. See Government of Iraq: Development Board, 
Technical Section 5: The Housing Program m e of Iraq , M arch 1957.



implemented in stages. The f irs t  stage was scheduled for completion in 

1962 and was called the "Basic Foundation Program m e". This stage was 

divided into two sub-stages. The f irs t entailed the construction of new houses 

and the improvement of old ones. The second constituted a foundation for 

future action, including experim ental study of m odern com m unities, construc

tion techniques, and building m ateria ls , the establishm ent of a re sea rch  

laboratory , and the training of adm inistrative and technical p e r s o n n e l . I t  

was expected that if  by 1962 th is program m e w ere completed, 40,200 houses 

would have been provided for 256,000 fam ilies. N early 50% of these houses 

w ere allotted to urban a rea s , and the rem ainder w ere for people in certain  

categories such as industrial w orkers, civil servan ts, e tc . The program m e 

also envisaged the construction of urban plots upon which the owners can 

build the ir own houses. Rural a rea s , too, did not escape the planners* 

attention. They suggested the construction of some 30,000 concrete founda

tions upon which peasants would be able to e rec t th e ir  houses.

F u rther, the program m e was planned in such a way that the 

main beneficiaries w ere those of low income as shown in Table XIII-1 below.

However, before the complete accom plishment of this prog

ram m e the Board was abolished in 1959 and a M inistry of Planning was

1) Langley, K . M . , The Industrialization of Iraq, A H arvard Middle E astern  
Monograph (Harvard U niversity P ress, Cambridge, M assachusettes, 1961) 
p .231.
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created  to take over the task.*^ A provisional Economic Plan for the period 

1960-63 was then drawn up by the new M inistry and was soon followed by a 

"Detailed Economic Plan" for the period 1961-1966, In th is, ID 24 m . (which 

rep resen ts  only 4 .3  per cent of total allotm ents) is allotted for housing p ro jec ts. 

N early 69 per cent of this is  allocated to Baghdad Province.

The pro ject includes the construction of 13,800 houses for 

government officials, em ployees, and arm y officers. It also com prises the 

completion and construction of :

1. 1911 houses for se rifa  dw ellers;

2. a special village for cattle and buffalo owners com 

prising  220 houses with 220 anim al pens;

3. 8800 plots of land on which houses could be built by 

the owners them selves;

4 . com plem entary housing p ro jec ts, such as m arket 

places, d irty  w ater filtration, public baths, adm in

is tra tiv e  cen tres, health cen tres, and also the paving 

of roads linking these houses with nearby cities and 

towns.

Table XIII-2 shows the regional (provincial) distribution of

1) The actual task of executing government housing pro jects is  entrusted to 
the M inistry of Works and Housing which was created  in 1959 too.
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total and annual allotm ent for housing projects contemplated ih the Plan for 

the y ears  1961-1966.

Table XIII-3, on the other hand, p resen ts actual government 

investm ent expenditure on housing from  1957-1962. And it is  to be noted that 

the figures in this table rep resen t only expenditure on housing p roper, i . e .  

they do not include expenditure on com plem entary pro jects to housing such as 

those mentioned in Paragraph 4 above.

TABLE XIII-3

PUBLIC ANNUAL GROSS INVESTMENT IN HOUSING, 1957-1962

Year G ross Investment 
(ID 000)

1957 
= 100

1957 6557.2 100

1958 5399.4 82

1959 7071.4 108

1960 6604.0 101

1961 6319.2 96

1962 5538.5 84

Sources: M inistry of Finance, Annual Reports of the D irecto ra te  G eneral of 
Accounts on the Development and Planning Board's Expenditure, 
1957/1958 - 1962/1963 (Government P ress, Baghdad, 1959-1964.
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From  the table we notice that over the six  y ears  from 1957- 

1962 the Government has spent about ID 40 m . on housing, or an annual 

average of just over ID 6 m . Comparing th is total with the ID 4 .5  m . spent 

on the same purpose during the six y ea rs  1951-1956 we deduce that the 

Governm ent's housing policy began to be m ore fruitful after 1956.

At this stage we m ust indicate that public annual investm ent is 

here assum ed to be in urban housing though alm ost certain ly  they em brace a 

part which should be considered as investm ent in ru ra l  housing p ro jec ts, 

such as the construction of houses for se rifa  dw ellers in the outskirts of 

Baghdad city, and plots of land on which peasants can build th e ir  houses.

But due to sta tis tica l difficulties we could not segregate the figures into 

investm ent in ru ra l and urban a rea s , especially  for 1957, 1958 and 1959. 

However, the segregation of Government investm ent in housing does not 

affect figures for total investm ent in this sec to r or total g ro ss capital fo rm a

tion for the country as a whole.

% 4. REGIONAL DISTRIBUTION OF INVESTMENT IN URBAN 

DWELLINGS, 1962

An attem pt is  made to show investm ent in urban dwellings 

according to region (province) in which the dwelling units a re  located. In 

addition, investm ent expenditure is divided, in each province, between the
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public and the private sec to rs to show the share  of each one in to tal annual 

investm ent in dwellings.

To give some inform ation, albeit rough, about the density of 

population in each province (which reflec ts  living conditions), a regional 

distribution of the average number of persons per room  is  also  attem pted.

Table XIII-7 gives the regional distribution of private g ross 

investm ent in urban dwellings in 1962. The figures a re  divided between 

investm ent in houses and in houses with shops. Investment expenditures on 

both types of houses, however, w ere regarded as investm ent in dwellings 

without adjustm ent of the la tte r  type to exclude that part of investm ent expen

diture on "shops” , because, as we said e a rlie r , the construction of these 

shops is  incidental to the construction of houses. The table shows that 62 per 

cent of to tal investm ent was made in Baghdad alone. Basrah came second 

with only 7 .5  per cent, followed by Mosul’s 6 per cent. Annual investm ent 

in the rem aining Provinces ranged between 1 - 4  p er cent of the to ta l.

In Table XIII-8 to tal investment in urban dwellings is  d is trib u 

ted between private and public se c to rs . The table shows that on average, 

the contribution of the public sec to r was about 23 per cent of the to tal. How

ever th is percentage contribution varied from one province to another. F or 

instance, in Baghdad province, the governm ent's contribution was 28 per cent 

while in Basrah it w as about 3 p er cent only.

F inally , Table XIII-9 shows the num ber of room s (for residen



tia l housekeeping purposes) built in 1962 and the average num ber of persons 

per room in each of the fourteen provinces. It shows that on average one 

room  was built for each person born in that y ea r. This average, too, varied 

between provinces. In Baghdad, for example, two room s w ere available for 

each person, while in Kirkuk the figure was le ss  than half a room .
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ON ON OH o 00 rH

H 00 NO CM OH un
rH rH CM CM CM

00
•

O n
On

CNJ

O
rH

IN-
•

CM
O o

NO
UHo

un
H

CM
•IN-

O

O ON O CO rH CO Ho • • • • • •
o CM q> O n rH o NO

Q
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TABLE X IH -7

REGIONAL DISTRIBUTION OF PRIVATE GFCF IN URBAN TWBLLTNGS* 1962

(ID 000)

Province Houses

d )

Houses 
w ith  Shops;

(2 )
TOTAL
(3)

$
(4)

1 , Mosul 1077.7 Zi2.0 1119.7 6.0

2. Sulaimaniya 326.2 4 .6 330.8 1 .8

3* A rbil 391.it 10.9 402.3 2 .2

Kirkuk 520.0 9 .5 529.5 2.9

5* D iala 278.3 9.7 288.0 1 .6

6 . Ramadi 186.A - 186.4 1 .0

7 c Baghdad 11252.5 i 265.6 11518.1 62.1

8 c Kut 441.0 3 .6 444.6 2 .4

9* H illa 479-3 15.8 495-1 2.7

10. Kerbela 662.9 32.3 695.2 3.7

11 . Diwaniya 529.9 11.9 541.8 2.9

12* Amara 273.8 10.5 284.3 1 .5

13* N asiriya 295.0 17.1 312.1 1.7

1^. Basrah 1341.7 58.0 1399.7 7 .5

TOTAL : 18056.1 ; 491.5 18547.6 100.0

This i s  based on th e  Regional Monthly S t a t i s t i c s  of B uilding 
P e im its5 co s ts  given in  Appendix I  Tables 59 9 and 10,
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TABLE X III-9

REGIONAL DISTRIBUTION OF NUMBER OF ROCMS BUILT IN 1962s THE INCREMENT 

IN URBAN POPULATION. AND THE AVERAGE NUMBER OF PERSONS PER-ROQh*

Province
Number of Rooms 

B u ilt  in  1962 ;
Increm ent 
in  Urban 

Population 
in  1962 

(k)

Average Number 
of Persons 
p e r Room

(k) -  (3)»

P riv a te

(1)

j Public i

(2 ) i (3 )

Mosul 3595 605 : L&00 k 50k 1 .1
Sulaim aniya 935 233 i 1188 1299 1 .1
A rb il 1372 332 ! 170^ 1» 0.7
Kirkuk 105^ 101 i 1155 2558 2.2
L ia la 921 -  921 1217 1 .3
Ramadi 586 66 : 652 1002 1 .5
Baghdad 26371 i 1139^ 1 37765 1351k 0 .U
Kut 1533 32 ! 1565 1118 0.7
H illa 1352 353 ! 1705 1696 1.0
Kerbela I 806 589 ! 2395 280k 1.2
Diwaniya 1305 67 ! 1372 1936 l . k
Amara 1186 152 i 1338 1363 1.0
N asiriy a 8^5 8 ! 853 1380 1 .6
Basrah 2969 99 | 3068 3870 1 .3

TOTAL : ^5830 1^031 | 59861 39k5 5 0.7

The Regional d is t r ib u t io n  o f Column (1) i s  based on d a ta  of 
Appendix I  Tables 11 and 12*

For Column (2) Public investm ent in  dw ellings (g iven  in  Table 
X III- 8 above) in  each province i s  d iv ided  by the  average co s t 
o f  e re c tin g  a new house and then  m u ltip lie d  by an average number 
of rooms p e r  house*

The average co s t and the average number of rooms p e r house were 
derived  from the  CBS5 re p o r t on S t a t i s t i c s  of B uilding Pe u n its  
f o r  1962.



Chapter XIII PART TWO

SOURCES AND METHODS OF ESTIMATION

Dwellings in Iraq, as in other countries, may be classified in 

two categories: Rural and Urban. Sources of data and methods of estim ating 

annual investm ent in "ownership of dwellings" vary according to the category 

we are  dealing with.

$  1. RURAL DWELLINGS

Rural dwellings in Iraq a re  of two types: mud houses (huts)

and the type known as Seri fa. The form er type "usually has m ore than one

room and the house, together with the courtyard , is surrounded by mud w alls.

The roofs of the room s are  usually supported by wooden poles and covered

with matting on which a layer of mud is  laid".*^ The average life of such a

2)
house is  estim ated to be ten y e a rs . The Serifa, on the other hand, d iffers 

from a mud house in that it usually consists of one room  and " it is  constructed

1) Haseeb, K ., The National Income of Iraq, 1953-1961, (R .I .I .A ,, Oxford 
U niversity P ress, 1964) p. 109.

2) Ib id ., p. 110.
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in whole or in g rea te r p a rt of reed  m atting. Generally the roof is  curved in 

sem i-c ircu la r shape without support except at the ends. The m at walls are  

often plastered  with mud during the w inter . . .  Serifa can be fairly  easily  

moved to another site and . . .  no special tools a re  requ ired  to rem ove the 

roof. The family m em bers them selves can move th e ir  se rifa  and re -e re c t 

it elsew here without calling in any outside a s s is ta n c e ." ^

Generally speaking, the erection of a ru ra l  house, whether 

mud-house or Serifa, is  sim ple and does not take m ore than one month which 

m eans, given that our accounting period is  a year, that the adjustm ent of our 

figures for such a short tim e-lag  is  inconsequential.

No d irec t inform ation rela ting  to investm ent in ru ra l dwellings 

w ere available other than those given in the Housing Census of 1956 and 

H aseeb 's figures.

The Housing Census, which was undertaken during 1956 and 

claim ed to be nation-wide in its  scope, gives the number of ru ra l  dwellings 

(mud-houses, se rifas  and tents) in towns and villages of under 2000 inhabit

ants as 476,797 with a to tal population of 2,587,000 and an average p er- 

dwelling of 5.45 persons as shown below.

1) Principal Bureau of S tatistics, Report on Housing Census of Iraq for 1956 
(Al-Rabita P ress, Baghdad) p. 9.
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TABLE XIII-10 

NUMBER OF RURAL DWELLINGS AND POPULATION, 1956

Towns & 
V illages 

Number

Houses
Number

Population
Number

I Average No. 
j o f Persons 
; p e r Dwelling

1. Towns and V illag es  
of 15 Houses o r  more 
(b u t under 2000

in h a b ita n ts ) 8127 *+45762 2L17832 5 .^

2. V illag es  of le s s  
than  15 Houses 3137 25089 137207 5-5

3« Tents - 5946 32^53 5 .^

TOTAL % 1126^ 476797 2587L92 5.^3

Source: P .B .S ., Report on Housing Census of Iraq for 1956,

The ru ra l population of 2,587,000 was thought to be under

estim ated by over 47 per cent. ^  Accordingly the figure was corrected  and

1) D r. Haseeb used the population Censuses of 1947 and 1957, with the aid of 
FAO adjusted population figures for 1947. The la tte r  gives a total popula
tion of 5.2 m . (3.35 m . ru ra l and 1.85 m . urban) in 1947 as compared 
with 4 .8  m . reported  in the Census. The 1957 Census was also adjusted 
to elim inate the "estim ated late reg istra tion" after the date of the Census 
and to take account of the "actual late reg is tra tio n " . It was further ad
justed to exclude Iraq is living abroad at the tim e of the Census. After 

these adjustm ents the 1957 Census gives a total population of 6 .3  m . (3.86 m . 
ru ra l and 2.44 urban). Estim ated on this b as is , the average cumulative ra te  
of increase of the ru ra l population is 1.43; the urban 1 .8 ; the total popula
tion 1.94 per cent per annum. See Haseeb, K ., The National Income of Iraq 
1953-1961, (R .I .I .A ., Oxford U niversity P ress, London 1964) p . 16.



taken to be 3, 807,000, and the number of ru ra l dwellings in 1956 was derived 

by dividing this total by the average number of persons p er ru ra l dwelling, 

which was taken by Haseeb as six persons instead of 5,43 in o rder to allow 

for possible understatem ent in the 1956 Housing Census, This procedure 

gives the number of ru ra l  dwellings in 1956 as 635,000 units.

To estim ate annual investm ent in ru ra l dwelling during the 

period covered in this study, and because of the scarc ity  of d irec t data, we 

w ere compelled to adopt an indirect method followed by other scholars in 

th e ir  estim ates of value added of ru ra l dw ellings.^  The method consisted 

of two stages of calculation and involved a few assum ptions.

F irs t , it was assum ed that the average number of persons per 

ru ra l dwelling rem ained constant at six persons throughout the period of 

estim ation. Second, it was assum ed that the average cost of constructing a 

ru ra l  dwelling has not changed, an assum ption which is  not unlikely because 

labour tim e involved has rem ained fairly  constant and ru ra l earnings have 

also rem ained the sam e.

In o rder to estim ate the number of dwelling units in each year 

we applied, as the f irs t stage, the index num bers of the ru ra l population 

between 1957 - 1962 to the number of ru ra l dwellings in 1956. The num ber 

of newly built houses each year was then derived by deducting the total number
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of houses in the previous y ear from  the preceding one. In other w ords, the 

annual increase in ru ra l population (taking 1 .43 as the average cumulative 

ra te  of growth of the ru ra l population) was divided by the average number of 

persons per ru ra l dwelling. By th is procedure the number of newly erected  

ru ra l  houses in each year from  1957 - 1962 was ascerta ined . This is  shown 

in Table XIII-11.

TABLE XIII-11 

NUMBER OF RURAL DWELLINGS ERECTED, 1957-1962

Year
Annual Increment 

in  Rural 
Population

Average Number o f 
persons p e r  Rural 

Dwelling

Number o f  Rural 
EWellings e rec ted  

each Tear

1957 5 W 0 6,0 9073

1958 55219 6.0 9203

1959 56000 6.0 9333

i 960 56810 6.0 9468

1961 57620 6 .0 96oh

1962 581*5 6.0 97hl

The above table gives only the annual investm ent in ru ra l 

dwellings in quantitative te rm s and what rem ains here  is  to multiply the num

ber of these houses by the ir average cost of construction. The cost of con
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structing a ru ra l dwelling varies according to locality and type of unit. 

Unfortunately we had no d irec t inform ation which would have enabled us to 

assess  the o rder of magnitude of such costs other than those given by Haseeb. 

He gives an average cost of constructing a ru ra l hut at some ID 30 and of a 

serifa  at ID 10, giving a weighted average*^ of ID 22 p er ru ra l dwelling. 

Applying this average cost to the number of newly erec ted  dwellings each year 

from 1957 - 1962 we obtained the g ross annual investm ent in ru ra l houses as 

shown in Table XIII-12.

TABLE XIII-12

GROSS ANNUAL INVESTMENT IN RURAL HOUSES,

1957 - 1962 (UNADJUSTED)

Year
Number of 

Newly E rected 
Rural Houses

Average Cost 
p e r House 

(ID)

Annual Gross 
Investm ent 

(ID)

1957 9073 22.0 199606
1958 9203 22.0 202*4-66

1959 9333 22.0 205326
i 960 9^68 22.0 208296
1961 960*4- 22.0 211288
1962 97*4-1 22.0 21*4.302

1) The weight being the ra tio  of number of ru ra l huts to se rifas  as given in 
the Housing Census of 1956. See, Haseeb, K ., The National Income of 
Iraq 1953-1961 (R .I .I .A ., Oxford, 1964).
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However, ru ra l dwellings a re  not only places of residence but 

also  used by the Iraqi peasants as work places; and since we a re  here  con

cerned with residen tia l buildings only, it is  necessary  to iso late the figures 

of "annual g ro ss  investm ent" into two parts: one to be regarded  as "non- 

residen tia l buildings” and hence included in the agricu ltu ral farm  buildings; 

the other part rem ains as investm ent in residen tia l houses p roper. The ideal 

solution is  to divide the costs of construction between this secto r and the 

agricu ltural secto r on the basis of re la tive  use made of the building for each 

purpose. But since the scarcity  of data on this m atter is  an obstacle, we have 

a rb itra r ily  regarded 50 per cent of the annual g ross investm ent as investm ent 

in non-residential farm  buildings and hence as part of the agricu ltu ral sec to r. 

This procedure, it is  to be noted, has no effect whatsoever on g ro ss dom estic 

capital form ation. Its only effect is at the secto ral level. The following 

table shows the final figures of annual g ro ss  investm ent in ru ra l dwellings 

after perform ing the last adjustment indicated above.
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TABLE XIII-13

GROSS ANNUAL INVESTMENT IN RURAL HOUSES, 

1957 - 1962 (ADJUSTED)

Year
Number o f 

Newly Erected 
Rural Houses

50djo of Average 
Cost p e r  Rural 

House 
(ID)

Gross Annual 
Investm ent

(ID 000)

1957 9073 1 1 . 0 99 .8

1958 9203 1 1 . 0 1 0 1 . 2

1959 9333 1 1 . 0 102.7
i 9 6 0 9^68 1 1 . 0 10Z*. 1

1 9 6 1 960k 1 1 . 0 1 0 5 . 6

1 9 6 2 97U1 1 1 . 0 1 0 7 . 2

$ 2 .  URBAN DWELLINGS

To estim ate annual g ross investm ent in residen tia l urban build

ings th ree  sources of data w ere scrutin ized to a sse ss  the ir respective re lia b il

itie s  for our purpose. Each of the th ree  sources has its  own advantages as 

well as shortcom ings. Two of them can be considered as d irec t sources 

whilst one is  ind irec t.

The indirect source, involves the use of extrapolated figures of 

population from the 1957 Censes and the average number of persons per urban
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dwelling given in the 1956 Housing Census to determ ine the number of newly 

constructed houses in each y ea r. This num ber, if m ultiplied by the average 

cost of constructing a dwelling unit in each year or by the average cost in 

1956 with an adjustm ent for p rice changes in other years gives g ross annual 

investm ent in dwellings*

Due to the im portance of u rban  buildings in GDFCF this method, 

was thought unsatisfactory  and of a rough nature because the assum ptions it 

is  based on may give unreliable estim ates . M oreover, the adoption of this 

procedure only gives the value of houses completed during each year, while 

what we are  concerned with here consists of the value of completed houses 

and the value of w o rk -in -p rog ress . This drawback was the main deterren t 

to us and hence the method was d iscarded.

The second source of data was the Construction Surveys pub

lished by the C .B .S. which covered both the private and the public sec to rs .

F or the public sector monthly s ta tis tic s  w ere available from 1960 onwards 

while those for the private secto r w ere from 1961 onwards.

So far as the usefulness of these "Surveys" for our purpose is 

concerned, we decided, after a careful examination to d iscard  them for the 

following reasons :

1. Although the "Construction Surveys" give, for the public se c 

to r , num erous tables on total inputs, output, wages and sa la rie s  paid, cubic 

m e tres  of construction done, e tc . ,  they fail to give inform ation about the
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num ber of each type of building or its  cost separate ly . Cost is  given as a

total for all types of construction whether buildings, roads, bridges or stree ts ,

2. In the case of the private secto r the "Construction Surveys"

are  based on a sam ple of building perm its issued in each province (Liwa).

The size of the sample v arie s  inversely  with the number of perm its issued in

each province or group of provinces as follows:

Percentage of Building Perm its covered 
Province by the Surveys of the Number of perm its

issued during the month

Baghdad 10%

Mosul 15%

Diwaniya 20%

Kirkuk, Hilla, Basrah, Diala 25%

K erbela, Sulaimaniya, Arbil 30%

Kut, N asiriya, Ramadi, Amara 50% .

Monthly inform ation about buildings falling within the sample 

a re  collected by the C .B .S.*s ennum erators until the buildings a re  completed. 

A fter that, supplem entary inform ation is  added.

However, it was not c lea r to us how the sam ple units are  

selected  and to what extent each sam ple is  a true  represen ta tive  of the popula

tion. M oreover, these "Surveys", although they give details about the number 

of buildings, the ir types, a rea  of construction, and other useful inform ation, 

nevertheless suffer from one crucia l shortcom ing - they fail (as in the case 

of the public sector) to supply the to tal cost of each type of building separately .
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The th ird , and indeed the m ost im portant source of data on 

which we relied  in estim ating capital formation in residen tia l dwellings was 

the 'S ta tis tic s  of Building Perm its '*. The use of th is type of sta tis tic  is  fairly  

w idespread for estim ating investm ent in buildings construction in other 

c o u n tr ie s .^  The nature, scope and coverage of these perm its may be 

d iscussed in some detail for two periods, i . e .  1956-1959 and 1960-1962, as 

follows :

2 .1 . Building Licences for 1960-1962

The sta tis tic s  of building perm its covering the years  1960,

1961 and 1962, which are  published annually by the CBS, give rich  inform ation

2) 3)
on the estim ated cost of each type of new building as well as the cost of

rep a ir  work in each of the fourteen provinces of Iraq . Monthly figures are

also given. They give additional inform ation on number of room s, storeys,

type of tenancy, etc.* In addition, dwellings a re  divided into two categories:

"houses" and "houses with shops" with separate  inform ation on each type.

These details a re  obtained from  the applicant for a perm it, who is  obliged to

1) Such as G reece, the Netherlands, Brazil and the United S tates.
2) Estim ated Cost m eans the amount given by the contractors in the ir applica

tion form for the perm its as represen ting  the cost of construction and other 
am enities which a re  in tegral parts  of the dwellings.

3) New buildings is  taken here to indicate e ither com pletely new or additions 
and m ajor a lterations to an existing building.
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fill in a special questionnaire form  furnished to each m unicipality by the CBS. 

After filling in this form , the applicant should enclose it with his application 

and present them together to the m unicipality concerned, otherw ise his 

application will be neglected. An official in charge of checking the infrom a- 

tion in the application then verifies i t . If any discrepancy is found the official 

him self collects the co rrec t inform ation. In case the m uniciplaity refuses

to grant a perm it, the form  is  d iscarded. Then, at the end of each month 

all form s completed a re  sent from the municipality of each province to the 

"S tatistical Office" of the sam e province. These "sta tis tic s"  a re  then 

supplied to the CBS through the ir "S tatistical Superintendents" in the province.

On the question of the accuracy of these perm its , it is  believed 

that no under-statem ent or over-statem ent is  involved in the "estim ated cost", 

since the applicant for a new building pays the licence fees not according to 

cost, but with reference to a rea  of the building. N evertheless, these es tim a

ted costs are  som etim es exceeded by some 10 per cent, and we, therefore, 

m arked them up by this percentage to account not only for possible under

statem ent of cost but also for legal fees and other kinds of d irec t expenses 

usually connected with the erection  and reg istra tion  of building p roperties .

1) See Haseeb, K ., The National Income of Iraq, 1953-1961, (R .I. I.A ., 
Oxford U niversity P ress, 1964) p. 107.
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2 .2 . Building Licences for 1956-1959

For the y ea rs  before I960, building perm its w ere not classified  

in the same detail as for 1960 onwards. The classification  was m erely  con

fined to whether the perm it was for a new building construction or for rep a ir  

w ork. M oreover, the ’’estim ated cost", which should accompany each p e r

m it, could not be ascertained  for all provinces but only for Mosul (in the 

north), Baghdad (in the middle) and Basrah (in the south). This insufficiency 

of inform ation involved us in some ex tra  calculations’which could have been 

avoided had the perm its issued during 1956-1959 been given in as much detail 

as those of 1960-1962.

2 .3 . Coverage of Building Licences

According to the law, no building construction could be ca rried  

out unless a licence had been obtained in advance from  the m u n ic ip a lity .^  

This im plies that all kinds of building activ ities, w hether private or public, 

a re  covered in principle by the rep o rts  on building perm its published every 

year by the CBS. This is  particu larly  so, since m ost building activ ities a re  

ca rrie d  out by private con tracto rs, and such a licence is  essen tia l for the

1) Regulations of Roads and Buildings No. 44 of 1953; also Law of Municipal
ities  Revenues No. 84 of 1956.
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final reg istra tion  of the building as a p roperty  of the owners in Government 

Records.

However, in examining Government expenditure on buildings 

and housing, we began to doubt that the G overnm ent's new building construc

tion had been lic e n se d .^

To vindicate our doubts, we went, during our v isit to Iraq, to 

the M inistry of M unicipalities and to A m anat-el-A sim a and asked for p e rm i

ssion to examine all building licences issued  in Iraq  during 1957, 1960 and 

1962. The examination revealed the strik ing  re su lt that no licences had 

been obtained for Government buildings except for a house which was built in 

1962, and the inclusion of this house w as, in my opinion, accidental.

This exclusion of public buildings from sta tis tic s  of building 

perm its calls for an im portant adjustm ent to investm ent in dwelling (as well 

as for other kinds of buildings) as it is  necessary  to add Government expen

diture on housing p ro jec ts, which is derived from  the Government Develop -

1) We, therefo re , wrote several le tte rs  to authorities in Baghdad, especially  
to the M inistry of M unicipalities and to A m anat-el-A sim a, asking whether 
Government buildings a re  subject to perm its or not. Unfortunately we did 
not receive any rep lie s  to our enquiry. Then we asked an expert at the 
M inistry of Planning, who was at that tim e preparing an input-output table 
for Iraq about the possibility of the existence of unlicenced Government 
building construction. In his reply  (Dr. T aher H. Kanaan, le tte r dated 
31.5.1965, M inistry of Planning, Baghdad), he confirmed our doubts and 
assured  us that from his experience and knowledge of m ost of Ira q 's  
sta tis tics  Government buildings a re  not licenced.
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ment Budgets, to those derived from  building perm its* This means that 

estim ates of value added made by other scholars*  ̂  for the construction secto r 

are  under-estim ated by that part which is  attributed to public expenditure on 

buildings.

In addition to the above adjustm ent, certain  other adjustm ents 

are  required  in order to account for unlicenced buildings other than those 

belonging to Governments, The nature and extent of this adjustm ent varies 

between new building activ ities and rep a ir  w orks.

Evasion from  licencing new building construction is  ra re  

because of the difficulty of carry ing  out such work without the knowledge of 

the authorities; since the job usually takes about six months, in which tim e 

the m unicipalities are  likely to discover that the building construction has 

not been licenced. M oreover, as we pointed out e a r l ie r , such a licence is 

needed for the final reg istra tion  of the building as a property  of the owner.

When the "new building" is  not an erection of a complete house 

or other type of building, but say, only an addition to an existing one, the 

evasion from  building perm its is  le ss  difficult. For th is reason , we have 

m arked-up perm its for new buildings by 1 per cent. The m arking-up, how-

1) D r. K. Haseeb assum ed that building perm its cover public as well as 
private building construction, which means that h is estim ates of value 
added of Government building construction a re  underestim ated by the 
extent of the contribution of these buildings to the g ross value added of 
the construction sec to r.
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ever, was made only to perm its issued in 1956, 1957, 1958 and 1959. No 

adjustment was made to those of 1960 - 1962 because we believe that they 

enjoy a high degree of accuracy and reliab ility .*^

In the case of rep a ir  work it is , however, believed that the 

number of perm its for rep a irs  and renew als should be m arked up by some 

15 per cent to account for unlicenced work because the possibility of unli

censed rep a ir  work is not uncommon since the work itse lf  does not take on

2)
average m ore than one month.

$ 3. METHODS OF ESTIMATING INVESTMENT IN URBAN DWELLINGS

Public and private investm ent in dwellings w ere both estim ated 

from  the expenditure side. F igures rela ting  to the f irs t type (as shown in

1) It could, however, be argued that a downward adjustm ent should be made 
for building perm its, the project of which was abandoned. This kind of 
adjustm ent seemed unnecessary . The reason  is that the regulations of 
’’building licences” state that a building perm it rem ains valid for six months 
from  the date of issue, and should this period expire without the project 
being sta rted , it can be renewed for another six  months (Regulations of 
Roads and Buildings No. 44 of 1953 and the am endments thereof). This 
m eans that from  a technical viewpoint the construction of a building can 
s ta r t  any tim e between the date of issuing the perm it and twelve months 
la te r . Since the fees a re  redeem able within six months of the date of 
issue, rep o rts  on building perm its published by the CBS do not include 
licences of abandoned building p ro jec ts . See Haseeb, K, An Estim ate of 
the National Income of Iraq, 1953-1956; Ph.D. D issertation , U niversity of 
Cambridge, 1959, pp. 312-313.

2) Haseeb, K ., An Estim ate of the National Income of Iraq, 1953-1956; Ph.D. 
D issertation , Cambridge U niversity, September 1959, p. 311.
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Table XIII-3 above) w ere derived from G overnm ent's Development Budgets 

for the years 1957-1962. Since these figures rep resen t "actual expenditures" 

during the y ear, no adjustm ent was made to m ark  them up as we did in the 

case of private investm ent. No estim ates of re p a ir  work was made for 

dwellings built by the Government, on the grounds that when these houses are  

completed they a re  usually handed over to p rivate persons and become their 

own property  on the condition that their full cost be repaid to the Government 

in, say, 10 or 15 y ea rs . If, meanwhile, the dwelling unit needs to be r e 

paired , the owner him self (or a builder on his behalf) w ill obtain the perm it 

which im plicitly m eans that it has been accounted for in the s ta tis tic s  of 

building perm its .

Private investm ent in urban new dwellings, on the other hand, 

was estim ated in two stages; the f irs t covered the period 1960-1962, and 

the second the period 1957-1959. They are  d iscussed in some detail below.

3 .1 . Private Investment in new dwellings during 1960-1962

Investm ent in dwelling (excluding rep a ir  work) for th is period 

was estim ated by using the monthly figures of the "estim ated cost" of perm its 

issued for building houses and houses with shops in each province as shown 

in Appendix I, Tables 1, 2, 5, 6, 9 and 10.

Monthly tables for the country as a vh ole w ere then obtained 

and the "estim ated cost" was m arked up by 10 per cent. A six m onths' tim e-
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lag between the date of issuing the licences and the completion of work was 

assum ed. Thus, building (dwellings) licences issued during January to July 

of, say, 1962, w ere regarded as for the construction of dwellings started  and 

completed during that y ea r. For the rem aining five months (August - 

D ecem ber) of the sam e y ear, we assum ed that 5/6  of to tal cost in August,

2/3 of September, 1/2 of October, 1/3 of November and 1 /6  of Decem ber 

represen ted  the value of w ork-in -p rogress during that year; while the r e 

maining 1 /6 , 1 /3 , 1 /2 , 2/3  and 5/6 of total costs in August, September, 

October, November and Decem ber respectively , constituted part of invest

m ent in the following y ea r. Hence, investm ent in dwellings during 1962 is  

made up of : 1/6 , 1 /3 , 1 /2 , 2/3 and 5 /6  of to tal cost of new dwelling units 

in August, Septem ber, October, November and D ecem ber of 1961 plus total 

cost of new dwelling units during January - July of 1962, plus 5 /6 , 2 /3 , 1 /2 , 

1 /3 , and 1/6 of total cost in August, Septem ber, October, November and 

D ecem ber of 1962. (See Table XIIF14 and 15). This procedure was applied 

to the years 1960 and 1961.
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TABLE XIII-U+

PRIVATE GROSS INVESTMENT IK “HOUSES" DURING 1962

(ID 000)

1 . Total co s t of b u ild in g  new houses? January 
1962 -  Ju ly  1962 10921.4

2 . 5 /6  t o t a l  c o s t in  August 19&2 1605.9
3. 2/3  t o t a l  co s t in  September 1962 1215.1

4. l / 2  t o t a l  c o s t in  October 1962 723.6

5. l / 3  t o t a l  co s t in  November I 962 341.0
6 . l /6  t o t a l  co s t in  December 1962 158.6

S u b -to ta l (19^2)? 14965.6

7* l /6  t o t a l  co st in  August 1961 342.1
8 . l / 3  t o t a l  co s t in  September I 96I 555.1
9. l / 2  t o t a l  co s t in  October 19 6l 773.6

10. 2 /3  t o t a l  co s t in  November 1961 662.5

11 . 5/6  t o t a l  co s t in  December 19^1 757.2

S u b -to ta l ( I9 6 l)s 3090.5

TOTAL investm ent in  c#Houses” in  19&2 j - 18056.1

(A) Investm ent expenditure on ^Houses08 completed 
during  19&2 = ( l )  + S u b -to ta l I 96I 5 
i . e .  (10921.4 + 3090.5) = 14011.9

(B) Value of work in  p rogress during  19&2 
= (2 + 3 + 4 + 5 + 6 ) = 4044.2

TOTAL t 18056.1

Sources $ Appendix I  Tables 5 and 9*
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TABLE XIII-15

PRIVATE GROSS INVESTMENT IN "HOUSES WITH SHOPS”* DURING 1962

(ID 000)
lo T otal co s t of b u ild in g  new “Houses w ith  shops™*

January 19^2 -  Ju ly  1962 274.7

2. 5/6  t o t a l  c o s t in  August 1962 55*9
3. 2 /3  t o t a l  co s t in  September 19&2 3^*3
A* l /2  t o t a l  c o s t in  October 19^2 12.7
5. l / 3  t o t a l  co s t in  November 19&2 18 .8
6 . l /6  t o t a l  c o s t in  December 19&2 4 .3

S u b -to ta l (19^2): 402.7

7* l /6  t o t a l  co s t in  August 19&1 9*0
8 . 1 /3  t o t a l  c o s t in  September 19&1 15*6
9# 1 /2  t o t a l  co s t in  October 19&1 20.5

10. 2 /3  t o t a l  co s t in  November 19&1 12 .5
11. 5 /6  total), co s t in  December 19&1 31*2

S u b -to ta l (19&l)s 88.8

TOTAL investm ent in  “Houses w ith  Shops59 1962 491*5

(A) Investm ent expenditure in  “Houses w ith  Shops" 
completed during  1962 = ( l )  + S u b -to ta l (19^1)
= (274.7 + 38.8) = 3 6 3 .5

(B) Value of work in  p rog ress du ring  I 962
= (2 + 3 + 4 + 5 + 6) = 128.0

TOTAL * 491.5

Sources* Appendix I  Tables 6 and 10.
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3.2 . Private Investment in New Dwellings during 1957 - 1959

For the period 1957 - 1959, building perm its w ere not given in 

as much detail as for 1960 - 1962. They w ere neither classified  according 

to type of buildings nor could the "estim ated cost" which should accompany 

each perm it be ascerta ined . C lassification was made only between perm its 

which are  issued for new buildings and those which are  for re p a ir  work as 

shown below.

TABLE XIII-16

NUMBER OF BUILDING PERMITS ISSUED DURING 1956 - 1959

Type of Perm its 1956 1957 1958 1959

1. For new buildings 10,331 9,391 9,087 12,233

2. For rep a ir  work 14,564 16,201 16,143 12,237

Sources: PBS, S tatistical A bstract 1958;
CBS, S tatistical A bstract 1959.

"Estim ated Cost" of new buildings and of rep a ir  work could 

not be obtained separately  and for all Iraq . What we w ere able to obtain 

was the estim ated cost of new building activ ities and rep a ir  work for perm its 

issued  in th ree  provinces, nam ely, Mosul (in the north), Baghdad (in the 

middle) and Basrah (in the south) as presented below.
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TABLE XIII-1?

ESTIMATED COST CF BUILDING PERMITS

(INCLUDING REPAIR WORK) DURING 1957 -  1959
(IB)

Province 1957 1958 1959

1. Mosul
2. Baghdad 
3* Basrah

1563266

9027220
921A50

1788IJ.30

9355959
358500

1832400
13168036

898150

Sources: Unpublished d a ta  supp lied  to  the  w r i te r
by the  M in istry  o f  P lanning, Baghdad.

TABLE X III-18  

. NUMBER CF BUILDING PERMITS ISSUED IN MOSUL. 

BAGHDAD AND BASRAH PROVINCES DURING 1956 -  1959

Year 1
MOSUL BAGHDAD BASRAH

New
Buildings

Repair
Work

New
B uildings

Repair
Work

New 
B uildings i

Repair
Work

1956 875 2205 50AA 32A1 760 2597

1957 911 2285 ^595 5027 69A 2583

1958 956 2760 A616 5257 356 l w

1959 1667 17SA 5^39 3328 691 i 6oa

!

Sources} PBS, S t a t i s t i c a l  A b s trac t, 1958; and 
CBS, S t a t i s t i c a l  A b strac t, 1959*

i
i|
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After obtaining this inform ation we derived an average con

struction cost of a new building for each of the th ree  y ea rs  1957 -1959. The 

calculation procedure was as follows*

(1) F irs t of all an average cost per rep a ir  work was estim ated.

No d irec t inform ation was available on such an average. But Haseeb gave an 

average cost of about ID 50 per rep a ir  work during 1956, while the rep o rts  

on building perm its published by the CBS gave ID 55, 45, 43 as the average 

cost p er rep a ir  work during 1960, 1961 and 1962, respective ly . However, 

we decided to take ID 50 as an average. This average was then used through

out the period of this study and was applied to the country as a whole. Total 

expenditure on re p a ir  work in the th ree provinces was derived by multiplying 

the number of rep a ir  perm its issued in each province by the average cost of 

rep a ir  w ork. Deducting th is total from the estim ated cost of building 

construction given in Table XIII-17 we arrived  at to tal estim ated cost of new 

buildings in each of the three provinces for 1957 - 1959. The average construc

tion cost per new building was thus derived by the division of the la tte r  total

by the number of perm its for new buildings. The calculation is  shown in 

Table XIII-19.

(2) From  the calculation described in (1) we obtained for each of 

the three y ea rs  1957, 1958 and 1959 th ree  "Provincial averages of Cost" of a

1) Haseeb, K ., The National Income of Iraq, 1953-1961, p .108.
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new building construction in Mosul, Baghdad and Basrah.

To obtain a single "general average" for each year which can 

be applied to the country as a whole, we f irs t calculated two "general averages" 

from the th ree  "Provincial averages" as follows :

(i) A sim ple annual average cost,

(ii) a weighted annual average cost; the weights being

the number of perm its for new building issued in 

Mosul, Baghdad and Basrah.

(3) Since the number of building perm its given in Table XIII-16 

includes all types of buildings without distinction between residen tia l and non- 

residen tia l, they ought to be adjusted, in one way o r another, to exclude 

building perm its other than dwelling un its . This adjustment was made by 

using as an indicator the average percentage ra tio  of dwelling licences to 

total licences for new buildings issued during 1960-1962 (see Table XIII-20). 

This percentage ra tio , which turned out to be about 75 per cent was then 

applied to the adjusted num ber of building licences issued during 1956-1959 

and the number of dwelling perm its was thus obtained as shown in Table 

XIII-22,

(4) After m arking up the "annual general average costs" derived in

(2) above by 10 per cent, they w ere used together with the number of dwelling 

perm its (estim ated as in (3)) and two different estim ates of "total investm ent 

in dwellings" during 1957 - 1959 w ere obtained but unadjusted for the six
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months* tim e-lag  suggested e a r l ie r* To do such an adjustm ent, 17 per cent

of each y ea r’s to tal investm ent was ca rried  to the following y ea r, while 17 per

cent of the preceding y e a r 's  investm ent was brought forward to this year.

These estim ates are  shown in Table XIII-22. It is  to be noted, however, that

the la tte r adjustment was based on the 1960 - 1962 estim ates as shown in

Table XIII-21. M oreover, to estim ate that p a rt of 1956 expenditure on

dwellings which in fact is part of the 1957 investm ent, the average costs of

1957 w ere applied to the number of residen tia l building perm its issued in

1956, since it has been suggested that there was no change in the average

cost of building construction between 1956 and 1 9 5 7 .^

In our final estim ates of private investm ent in residen tia l

dwellings for the period 1957 - 1959 as presented in Table XIII-5 above, we

have taken the to tals obtained by using the sim ple average cost and the number

of new dwelling perm its (adjusted for tim e-lag) ra th e r than the other total,

because it  is  believed that the weighted average resu lted  in a high cost of

2)construction, while the Price Index of Building M aterials does not show 

g rea t fluctuations during the period of th is study.

1) Haseeb, K ., The National Income of Iraq , 1953-1961, p .108.
2) See Chapter II, Table II-2 above.
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$ 4. EXPENDITURE ON REPAIR WORK DURING 1957 - 1962

4 .1 . Urban

Expenditure on re p a irs  and renew als of dwellings was estim ated 

by using the ID 50 average cost per rep a ir  work throughout the period and the 

adjusted number of rep a ir  perm its issued each y ea r. Since rep a ir  perm its 

w ere given in official s ta tis tic s  without distinction between those which are  

used for dwelling rep a ir  and those which are  used for the rep a ir  of other 

types of building, we used the average percentage ra tio  of dwelling licences to 

to tal perm its for new buildings issued during 1960 - 1962 to derive the number 

of dwellings* rep a ir  perm its issued during 1957 - 1962. No tim e-lag  was 

assum ed for this type of expenditure since the work itse lf  does not take m ore 

than one month. Table XIII-23 shows the procedure we applied.

4 .2 . Rural

Expenditure on rep a ir  and re-building of ru ra l dwellings d u r

ing 1957 - 1962 was estim ated by using the value of g ro ss  output of ru ra l 

housing given by H aseeb^  and deducting the value of newly erected  ru ra l 

houses each year (see Table XIII-12 above), and thus arriv ing  at total expen-

1) Haseeb, K ., The National Income of Iraq, R .I . I .A . ,  pp. 108-111.
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diture on re p a irs  and renew als of ru ra l dwellings as shown in Table XIII-24.

The table also shows that this type of expenditure amounted to 

about 86 per cent of to tal annual value of g ross output of ru ra l buildings.

T his, someone may say, is  too high a percentage com pared with that of urban 

dwellings which is  about 3 per cent only. We think, however, that this is  a 

logical trend in ru ra l a reas  where nearly  all buildings a re  built of mud and 

reed s , and are  very  likely to be affected by clim atic changes, e .g . heavy 

ra in s , sto rm s, e tc . ,  which means that frequent repairing  is  needed. Urban 

dwellings, on the contrary , do not need such frequent repairing  since they 

a re  originally built of b ricks, stones, cement and other common building 

m a te ria ls . M oreover, this high figure of expenditure on repairing  and r e 

building ru ra l  dwellings may be considered as representing  the value of new 

buildings replacing the scrapped ones, which, of course, a re  not p art of the 

g ro ss  capital formation because they do not make any addition to the existing 

stock of capital.

* # * * *
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C H A P T E R  X IV  

PUBLIC ADMINISTRATION

$ 1. DEFINITION

From  the viewpoint of capital form ation, the definition of this 

industry group is  narrow er than that suggested by the U .N . for the c lassifica 

tion of GDP by industria l origin. The cause of this difference is  the elim ina

tion of Government defence agencies, such as the M inistry of Defence and its  

affiliated departm ents. M oreover, Government se rv ices in the field of 

education, health, recrea tion  and the like are  excluded from  this industry 

group and included in the industry designated as '’S erv ices’*. Thus, if 

Government function is  classified  into three groups : general se rv ices, 

community se rv ices , and social se rv ices , this sec to r w ill em brace only 

Government agencies rendering the f irs t  group of se rv ices , the provision of 

which req u ires  the use of com pulsory powers and, therefo re , have no private 

counterpart. Examples a re  justice , police, and general adm inistration, 

that is ,  serv ices re la ted  to the adm inistration of C entral Government as a 

whole or of a local Government unit. These serv ices which a re  indispensible 

to the existence of an organized sta te , a re  provided by Government agencies
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only, and cannot be conceptually allocated to particu lar groups of beneficiaries.

Government agencies providing community serv ices (such as 

sanitation, w ater and e lec tric ity  supply, roads and waterways) and social 

se rv ices (such as education, health and w elfare serv ices) a re  not classified 

here but in the relevant industry groups within which the ir main activities 

fall.

Due to s ta tis tica l d ifficulties, the capital expenditures of 

certa in  Government departm ents, such as the D epartm ents of Civil Aviation, 

Navigation, and Surveys, and Public Works D epartm ent a re  included in this 

sec to r.

The resulting  estim ates of GFCF in this secto r a re  shown in 

Tables XIV-1 to XIV-3. Table XIV-1 gives the aggregate capital formation 

at cu rren t and at constant p rice s . The other two tables show the c lassifica 

tion of the figures by type of a sse t. Expenditure on rep a ir  work of buildings 

and expenditure on m ilitary  type construction a re  shown in paragraphs 6 and 

7 of Table XIV-2, but they are  not considered as components of capital fo rm a

tion.
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TABLE XIV-1 

GFCF IN PUBLIC AQffNISTRATION. 1957 -  1962*

;

At C urrent P rices At Constant (1957) P rices

Year ID 000 1957 = 100 ID 000 1957 = 100

1957 3086.3 100.0 3086.3 100.0

1958 2450.6 79.4 2694.O 87.3

1959 2725.2 . . . 88.3 2731.7 88.5

i 960 3224.4 104.5 3092.9 100.2

1961 4092.1 132.6 3951.9 128.0

1962 5062.9 164.0
i

5040.6 163.3

* Excluding expenditure  on r e p a i r  work and on 
o th e r  c o n s tru c tio n  f o r  m il i ta ry  purposes.

Sources? Tables XXV-2 and XIV-3 below.
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$ 2. SOURCES AND METHODS OF ESTIMATION

522

The capital expenditure of Government agencies falling within 

the boundary of this sec to r was derived from  the Ordinary Budgets, the 

Development Budgets, and the Local Administrations* accounts. The figures 

thus derived rep resen t expenditure on the acquisition of new asse ts  by 

Government adm inistrative agencies. Capital expenditure by these agencies 

on asse ts  which are  used for purposes other than adm inistrative, is  classified  

in other industry groups. For instance, Local A dm inistration’s expenditure 

on the construction of school buildings, s tre e ts  and culverts is  included in 

"Services” and "Transportation, Storage and Com munications", respectively . 

The sam e principle applies to the Ordinary Budget and the Development 

Budget.

The Ordinary Budget's capital expenditure (Appendix V Table 

5) consisted mainly of expenditure on the acquisition of new tran sp o rt equip

ment and furniture and fix tu res. Expenditure on "buildings", however, was 

not significant. It consisted of the construction of a few police posts and 

extension of existing office buildings. "Other construction and w orks", on 

the other hand, com prised expenditure on ducts for a ir-co o le rs , prison yards, 

and sim ila r construction. "M achinery and equipment" included expenditure 

on s ta tis tica l m achinery used in some Government departm ents, especially
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the Central Bureau of S ta tistics. Construction m achinery purchased by the 

M inistry of Works is also included.

The Development Budget’s capital expenditure (Appendix V 

Table 8) consisted m ainly of expenditure on the construction of Government 

office buildings. Expenditures on tran sp o rt equipment, office furniture and 

m achinery for the adm inistrative section of the Development and Planning 

Board are  included, but as can be seen from Table 8 of Appendix V the p re 

ponderate item  on which m ost of the Development Budget's expenditure was 

made was office buildings. The te rm  office buildings, however, is  used 

here to cover buildings such as : Presidential Palace and Parliam ent, law- 

cou rts , police stations, m in iste ria l buildings (except the M inistry of Defence) 

and sim ila r buildings.

In so far as the Local A dm inistration’s capital expenditures 

a re  concerned (Appendix V Table 10) they are  s im ila r in nature to those 

derived from the above two budgets.

♦ * * * #
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C H A P T E R  XV 

S E R V I C E S

$ 1 . DEFINITION

The definition of "Services" adopted here  is  s im ila r to that 

covered by Groups 821-59 of the I .S .I .C . It em braces public and private 

establishm ents furnishing community serv ices in such fields as education, 

health, recrea tion  and other se rv ices . T here is , however, one exception 

to th is general definition. Sanitary se rv ices a re  included in th is secto r in 

stead of being classified  in "E lectric ity  and W ater". Hence the capital 

expenditures of Baghdad Sewage Services and part of that of the m unicipalities 

a re  considered as part of the capital form ation in th is sec to r.

The resu lting  estim ates of GFCF are  shown in Tables XV-1, 

XV-2, and XV-3. The f irs t table p resen ts the capital form ation estim ates 

at cu rren t p rices, sub-divided between the public and the private sec to rs , 

and classified  by type of a sse t. The second table gives the sam e inform ation, 

but at constant p rice s . Table XV-3, on the other hand, gives details of 

public GFCF by type of asse t and fields of expenditure during 1957-1962.
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ĴO -h

«ti ,0

e* W
rH £O

p 'do £Eh cti
£o•HPO
£PM£OCJ
u©

<D
O P  

•H cS

P  -H 

&  £

cti ,o

CM

P

s

CM

P
£
©§•H
£

n
£
©

1

I
£

•H
, £
o
cti

oh

P

§a
•H

I ©
7 3  O  P  

•H  cti

3  -H
I? <2 A©
£

•H
,£
Q

§

c h

Po
p

8

CO©
£5

£ _D

©
73 o  P  
£  -H cti 
cti H  >  

JO -H
£  (2  A  2

■P
0  

-P1 8

2

cti rQ

u h
e

CN
ON
O
-3-

oho

O n

CO00
00ch

o
o
Uh
CM

ch
Ch

VO
•

NO
Ch
oh
CM

•H
•H
c h  oh

4-̂
8

73©g
•H
P£
O

O



528

Tf©
g

•H
-P£
O
O

CM
I

s
e3

««
+>

g

B
£

$
■P
£
Oftco

On ir
cm cs- os

CM CM 
• •-r± VO vO CO 

rH

O O 
• ©

UNCO 
u n  c o  
H

3̂- ô  
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$ 2. SOURCES AND METHODS OF ESTIMATION

! The sam e general method has been used for estim ating GFCF

in this sector as for the o thers . The expenditure approach was followed in
i

arriv ing  a t public GFCF, the derivation of which was essen tially  from Govern-
i
! ment accounts. The commodity-flow method was employed in the case of
i

private GFCF.

The only difference between the technique used in th is secto r 

and that used in o thers lies in the m easurem ent of investm ent in transpo rt 

equipment. Imported transpo rt equipment ascribed  to th is sec to r is of'two 

types as shown in AppendixIV Table 4. The f irs t type consists of fire-fighting 

engines and road sw eepers, which a re  usually acquired by public authorities 

who undertake the responsibility  of providing fire  protection and road cleaning. 

The second type consists of m otor cycles and delivery cycles.

In distributing investm ent in transport equipment between the 

public and the private sec to rs , the second type was regarded as private 

investm ent, on the grounds that purchases of this type of tran sp o rt equipment 

could not be traced  in the accounts of Government agencies which a re  c la s s 

ified in "S erv ices". The f irs t type, however, was considered as constituting 

part of public investm ent; which, when added to item  2(j) of Table III-23
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above, public investment in transport equipment was arrived at.

2 .1 . Public GFCF (Table XV-3)

Public GFCF in Services is  divided into th ree  categories 

according to the field in which the expenditure is  m ade. They a re  :

a . Education

b . Health

c . O ther.

The f irs t category includes expenditure on school and other 

educational buildings, furniture, fix tures, and scientific equipment used in 

these institu tions. L ib raries (except books) and student hostels a re  also 

covered by this category.

The second category em braces all Government hospitals and 

health institutions, (it does not, however, include the capital expenditure for 

the adm inistrative section of the M inistry of Health, which is  included in the 

sec to r Public A dm inistration).

The th ird  category covers Government expenditure on the 

construction of parks, swimming pools, hotels, sum m er re s o r ts  and re s t  

houses, san itary  system s, radio  broadcasting and television centre (but not

1) Item 2(j) of Table III-23, in effect, is  the difference between public invest
m ent in tran sp o rt equipment used in "Services" (shown in Table XV-3 below) 
and item  6(a) in Table 4 of Appendix IV.
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the capital expenditure for the adm inistrative section of the M inistry of 

Guidance), the opera house, and s im ila r se rv ices p ro jec ts . The capital 

expenditures of the Awqaf (Pious Bequest) Adm inistration and the D irectorate - 

General of Exhibitions a re  also included under this category.

F igures relating  to public capital form ation in serv ices w ere 

derived from  the Development Budgets (Appendix V Table 8), the Ordinary 

Budgets (Appendix V Table 6), Baghdad Sewage Services' Accounts (Table XV-4 

below), the M unicipalities' (including the Capital Municipality: Amanet el- 

Asima) capital expenditure statem ents (Appendix V Table 12), the Local 

A dm inistrations' capital expenditure accounts (Appendix V Table 10), the 

Awqaf A dm inistration 's Budgets (Table XV-5 below), and the final accounts of 

the D irectorate-G eneral of Exhibitions (Table XV-6 below).
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• • 0o  oû OO (—1IN- i—I C-'N

00 ON pH
• • • •

u~\unon hUNnO pH -3-
cm rN

o o 
• • * •O O 0̂  

C'N UN,
<TNUN

NO

00O 00 On 0 * • 
NO H  CM 
CM On

OCM O-NOl UN 
♦ • «I 0

°  ON On|  ON 
On u n  H i  NO 
H  CM

ONeo
$

•p

-p

o
© *H 
Jh -P OH

£  T3 r£

• 0 0
ci .O  O

-P

a & o
•H S

ou
rc

es
g 

Ta
bl

es
 

XV
-^

9 
XV

-5
9 

XV
-6 

be
lo

w 
and

 
Ta

bl
es

 
6, 

8, 
10

9 
and

 
12 

of 
A

pp
en

di
x



534

-3-

Eh

OOo
QH

00H 00
• o

H CMvO
on

oo00

voON o[>-

OoVOON VAON
pHCM

ON
ON CMOONON O(N-

CM CM00
ON

vtn
On

CM O

C -P

-H•H »H

i—I

So
ur

ce
s; 

D
et

ai
le

d 
ca

pi
ta

l 
ex

pe
nd

itu
re

 
st

at
em

en
ts

 
and

 
fi

na
l 

ac
co

un
ts

 
of 

Ba
gh

da
d 

Se
w

ag
e 

Se
rv

ic
es

 
A

dm
in

is
tr

at
io

n 
su

pp
lie

d 
to 

th
e 

w
ri

te
r.



535

CMVOO
rH

I
&
H

8

Eh
CO

w0)10o
fi

ooo
QH

CM
noOn

O
OO-

NOON
rH

•3*
i
CO

o

CO

On Ovn

CO

00
i—I

W -H

ft 3 H -P

-P

-P

O

■H *H S
ou

rc
es

; 
C

ap
ita

l 
ex

pe
nd

itu
re

 
ac

co
un

ts
 

an
d 

th
e 

fi
na

l 
ac

co
un

ts
 

of 
th

e 
Aw

qa
f 

A
dm

in
is

tr
at

io
n 

su
pp

lie
d 

to 
th

e 
w

ri
te

r.



536

VO
£
9
eS

ooo
QH

.j- 0  ̂
• •

o
00rH

vO OO Ov•CN00
rH

CM IN-

Oo o

ON

ON
I—I

-p

a  -p
r l  'H

-P

O

■rl *H S
ou

rc
es

: 
Fi

na
l 

ac
co

un
ts

 
of 

th
e 

ab
ov

e 
D

ir
ec

to
ra

te
 

su
pp

lie
d,

 t
o 

th
e 

w
ri

te
r



537

^•2* Private GFCF

Private GFCF in "’Services" is estim ated in a sim ila r way as 

private GFCF in other sec to rs  was estim ated .

"N on-residential buildings" and "furniture and fixtures" are  

estim ated in the m anner described in chapter III above. They rep resen t that 

p art of to tal private capital form ation in these two types of a sse t which is  

attributed to this secto r (see Tables III-25 and III-26, respectively).

"M achinery and equipment" is  derived by deducting public 

expenditure on th is type of a sse t (item 3(i) Table XV-3 above) from the 

control total of m achinery and equipment ascribed to th is sec to r (see item  11 

of Table 111-21).

Finally, " transport equipment" rep resen ts  that part of im ported 

m otor and delivery cycles attributed to th is secto r (see Appendix IV, Table 

4 item  6(b)).

* * * * *
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A P P E N D IX  I

This appendix is  devoted to the relevant data on Private GFCF 

in new residen tia l and non-residential buildings during I960, 1961, and 1962* 

It contains 21 tab les.

Data pertinent to residential buildings (dwellings) i s  given in 

Tables 1 - 12; while that re fe rrin g  to nan-residen tia l buildings is  shown in 

Tables 13 - 18. Tables 19, 20, and 21 indicate the adjustment of private 

GFCF in non-residential buildings for the six  months tim e-lag  between the 

date of issuing the relevant building perm its and the date of completion of the 

buildings. It is  to be noted, however, that the figures shown in the last 

th ree  tables a re  not adjusted to exclude buildings which belong to certain  

Government banks. Such an adjustment is  made in Chapter III, Part Two.
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Appendix I
TABLE 1

COST CF BUILDING NEW HOUSES DURING i 960

(ID)

Month
Estim ated

Cost
1096

Mark-up
TOTAL

Cost

Januaiy 776686 77669 854355

February 1011367 101137 1112504

March 1046080 104608 1150688

A pril 1686m 168611 1854722

May 1693165 169317 1862482

June 1208978 120898 1329876

Ju ly 1260997 126100 1387097

August 1714780 171478 I 886258

September 1310594 131059 1441653

October 1167540 116754 1284294

November 893750 89375 983125

December 704248 70425 774673

TOTAL : 14474296 1447431 15921727

Sources% S ta t i s t i c s  o f Perm its f o r  New B uildings and Repair Works,
i 960 and 1961 , M in istry  of P lanning, C entral Bureau o f S ta t
i s t i c s  (Zahra P ress, Baghdad, 19^2) ( in  Arabic and E ng lish ).
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Appendix I
TABLE 2

COST CF BUILDING NEW HOUSES WITH SHOPS PORING 196o

(ID)

1

Month
Estim ated

Cost
log

Mark-up
TOTAL
Cost

January 33050 3305 36355

February U5050 4505 49555

March 39190 3919 43109

A pril 72A00 7240 79640

May 63250 6325 69575

June 52600 5260 57860

Ju ly 43660 4366 48026

August 40300 4030 44330

September 40200 4020 44220

October 29970 2997 32967

November 23750 2375 26125

December 25350 2535 27885

TOTAL 8 508770 50877 559647
■

Sources* Ibid#
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ĉ -
o

O  CM O  m  IN- Cn c n  rH
• • • ■

H  O  ON NO
>a  n  n  h

< H -P  fn 
O  t )  - P  ^

r t  5  S  o  
0) - P  o

c n  o o  o  in 
iH

c n  H  ON
o \  h  c n  cm
o  c r \  c n  cm
cm c n

cm o o  o n
CM IN- O n 
O  n o

0 0  O  ON
o o  i n  on 
c n  c n  o

o

CM

So
ur

ce
s



562

00

vO
ON

CO
o
CO

COw
CO

M

. a
£1©Of
3

O

0JDE-i

«Ho
©

p0
£

iS

©£

ts;

O COH I -3" 00 fO-o\

OnUOCMCM-̂ CMUOCMUOOOOCMCMCM 
v n  rH CO

UO00H

«HO
(ti©
3

0O
*rl
POE
P©0s

©
*u

P  o
^  2  IS! o

IN ^ -J N O N ^ ^ ^ W O O O rlN N  • • • • • • • • • • • • • •
C M H O O O O O O H O O O O r H U O

CM
o

a1

©
rO

©
Ofo 00  CM CM 00 1 S O O H  O  £>- UO U> 00  

C O H  H  H  £ ^ H C M nOCM O0 rH
-=tOn

«Ho
o©

rQ

©
I
£

OOvO O N O  CM CM -3 
uo  0 0 H  H  CM H  NO •3*P i ^ 0 0  CM

O- OO 0 0  OO UO OO 
rH

NO-3-
ON

ON CM UONO no 0 0  UO OO On O  NO CM NO O  
H  H  ON CM -3-

CM00
CM

©o£
•H>
£

g

3 •H rH
ct3 *H

© rH £ £

£ fd
qJj  p

PQ «
3
oEh

So
ur

ce
s:

 
Ib

id



563

ON

9

H

•H
"S©
I

QM

£

i>:

rH
t
3l

jCofn
S

fc?
ctf
g
€P̂i

fc?
ctJ
3

U N O O C M O O O O O O U N O O U N
3 - u n  o n  o  3 oo c ^ ^ - o o o  o n v T i N  
H  h  4  4  c n  w  u n n o  o n c n - o  u n n o  u n
UNMD 00 O S n On O m H  3  CO H  ON ON O-
H  cm ( ^ ^ • c v J H O c M W ^ - c r \ c \ ] H r \  
H O  H

H

Q \ Q p p p g » o o o_ U N O  O  O  H i
On ON On t>- CM 60 CM i n- O  00 00 ON O  CONOnH C--VQ O N H H O n H 4 - ^  
ON H  UN ON ON ON o n  NO O  H  ON 00  NO O
O  CN 3  CM ON OJ NO 3  £>- 3  o n  cm cm o
H  ON H

O O O C M O O O Q O  UN O O O  ON 
O H  O  CM On UN CN 00 3
CN 3  CN00 N  [N- N  O  H  CM 00 c\l UNM0
3  00 CM 00 CN- On O  CNnO CM 3  H  CO CO

\D  H  ON CN H  ON ON ON NO 3 "  CM CM NOOn ON ON NO 
O n

NO 0 U N U N 0 U N 3 0 0 0 0 Q C M 0HOCMCN^^CN^^CMCOCOINN
CM CN.NO CM UN 3  IN- 3  CM U N O  ON H  CM 
C M O O - C M H O O O N - ^ C M N O  c n h  n  
CN- CM 3  UN CN CM CO O  ^ - ^ O N H  H C O  

ON H  
H

O O O O O O U N O O U N O U N O H
CM UN UN 00 O  O  3  O  UN UN o -  -----
IN- O  00 0 \ 0  H  4  0 NONCO On 
UN On O  CO CN u n  rv.  “
ON H  CM 3  CM O  CM CM ON ON H  H  C000

O O O  UN O O U N O  O O n O O O O  
N N O C 0  UNNO CM CM O  CM ON 3 \ 0  UN
CM UN UN 3 - 0 0  On On ONnO H  On CM ON 00

NO 3  UN H O n C 0 i > - i N - H v D  U N ®  O
UN ON H  UN H  ON CM CM 3  CM H  O-

IN-

C N O O O O O O O O O O O O O O  
ON CM O O  O  UN ON O  N ^ N O N N C M  4
H  N O n H  N  CNnO ON H  CO On 3  H  ON
ON ON ON O  CM UNCO UN ON ON £>- CM H  O-
UN CM H  CX) H O C M . C M O N C N H C M H

UN H

TJ
•H«} nd TJ

ia d id
■h S

tlQ-P H

& s3 f£! a

NO ON00a 00 00 00 
00  UN 
UN H

NO 00 O- 00 
00  NO 
NO NO

$  5
H

O - £ -
NO NO
NO
UNJN-
ON
H

NO r—I 
0s-

£

UN
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Appendix I
TABLE 13

569

COST OF mt NGH-EESIDEHTIAL URBAN BUILDINGS DURING I 960

(ID)

Month
Estim ated

Cost
10$

Mark-up
TOTAL
Cost

J anuaxy 1/16050 14605 160655

February 215534 21553 237087

March 106885 10689 117574

A pril 245381 24538 269919

May 117547 11755 129302

June 98097 9810 107907

Ju ly 120960 12096 133056

August 235203 23520 258723

September 160491 16049 176540

October 250109 25011 275120

November 222693 22269 244962

December 193024 19302 212326

TOTAL ; 2111974 211197 2323171
)

Sources; S ta t i s t i c s  o f Perm its f o r  New B uildings and Repair Works, 
i 960  and I 96I ,  M in istry  o f P lanning, C en tra l Bureau of 
S ta t i s t i c s  (Zahra P ress, Baghdad, 1962) ( in  Arabic and 
E ng lish ).
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Appendix I
TABLE 14

NUMBER OF PERMITS AND AREA OF CONSTRUCTION OF

mt HCM-RESIDENTIAL BUILDINGS. I960

Province

Buildings with 
Flats and Shops

Shops and other 
kinds of Buildings

Number of 
Permits

Area of 
Construction 
Sq. Metre

Number of 
Pemits

Area of 
Construction 
Sq. Metre

1# Mosul 2 2235 233 15130
2. Sulaitnaniya 3 544 145 1 0 0 3 6

3. Arbil 4 600 35 3 6 2 4

4* Kirkuk - - 138 7 6 0 5

5* Oiala l 2 2 6 1 7 2 bill
6 . Ramadi l 225 1 0 Zj.18
7• Baghdad 1 0 7 2 4 8 7 8 717 92287
8 . Kut - - 6 0 m o

9 . Hilla - - 55 W 8
10* Kerbela 2 418 34 2 2 5 6

U • Diwaniy a - - 4 6 1 8 6 8

12, Amara 1 1 1 0 0 36 2 5 6 0

13* Nasiriya - 2 6 1 0 2 1

14. Basrah 5 1 6 8 8 6 3 6 1 0 ^

TOTAL % 1 2 6 31914 1770 15330̂
L

Sourcess Ibid.
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AnnanrHr T
TABLE 15

COST OF HEW NON-RESIDENTIAL URBAN FjUTLDTMGS PORING 1961

(ID)

Month
Estim ated

Cost
log

Mark-up
Total

Cost

1
)

January 3 7 2 9 6 7 37297 4 1 0 2 6 4

February 4 1 9 5 0 5 41951 4 6 1 4 5 6

March 1 6 9 8 6 7 1 6 9 8 7 186854

A pril 1 0 0 0 7 9 3 100079 1100872

May 3 1 4 2 8 8 31429 345717

June 4 5 8 6 8 0 45868 504548

Ju ly 6 2 5 3 6 4 6 2 5 3 6 687900

August 5 4 0 4 4 1 54044 594485

September 8 0 7 8 0 7 80781 8 8 8 5 8 8

October 5 2 4 0 1 5 52402 576417

November 4 3 5 3 7 2 43537 478909

December 355283 35528 390811

TOTAL : 6 0 2 4 3 8 2 602439 6 6 2 6 8 2 1

Sources: Ibid.
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Appendix I
TABLE 16

NUMBER OF PERMITS AND AREA OF CONSTRUCTION OF

NEW NON-RESIDENTIAL URBAN BUTLPINGS. 1961

B u i l d i n g s  x tf i th  
F l a t s  a n d  S h o p s

S h o p s  a n d  o t h e r  
k i n d s  o f  B u i l d i n g s

rro v j-n u fc j
N u m b e r  o f  

P e r m i t s
A r e a  o f  

C o n s t r u c t i o n  
Sq. M e t r e s

N u m b e r  o f  
P e r m i t s

Area of 
C onstruction 

S q .  Metres

1 .  M o s u l 5 6993 687 5 1 3 4 8

2* S u l a i m a n i y a - - 285 11198
3* A r b i l 1 2 6 4 7b 8 2 9 7

K i r k u k - - 9 0 1 5 4 4 3

5* D i a l a 1 312 3 3 8 10892
6 .  H a m a d i 1 208 7 8 3623

7 .  B a g h d a d 1 5 ^ 9 8 5 3 7 1852 2 1 8 7 9 9

8 ,  K u t -  ' . . _  . . 122 2862
9 .  H i l l a 3 801 2 4 9 1 2 0 0 4

1 0 .  K e r b e l a ^ - - 2 5 5 1 3 5 1 6

11 .  D L w a n iy a - - 182 6269
12 .  A m a ra - - 7 5 3020
1 3 *  N a s i r i y a - - 202 5 8 8 9

1 ^ .  B a s r a h 10 4 5 1 8 648 3 8 8 7 7

TOTAL i 1 7 5 I I I 633 5 1 3 7 4 0 2 0 3 7

Sources8 Ibid
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TABLE I?
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COST OF NEW NON-RESIDENTIAL URBAN BUILDINGS DURING 1962

(ID)

Month
Estim ated

Cost
10$

Mark-up
TOTAL
Cost

January 288956 28896 317852

February 33^196 33420 367616

March 276853 27685 30A538

A pril 788921 78892 867813

May ij.6i1.69A A6A69 511163

June 369451 36945 AO6396

Ju ly 395952 39595 435547

August 518349 51835 57018A

September A07012 A0701 447713

October 516691 51669 568360

November 341777 34178 375955

December 391820 39182 A31002

TOTAL X 5094672 509467 560/1.139

Sourcest As Table 9 above.



574

Appendix I
TABLE 18

NUMBER CF PERMITS AND AREA OF CONSTRUCTION OF

NEW NON-RESIDENTTAT, BUTLDTNOS- 1962

Buildings w ith  
F la ts  and Shops

Shops and o th e r  
kinds o f B uildings

r r u v x n u w  t

Number of 
Perm its

Area o f 
C onstruction  

Sq. Metres

1 Number of 
Perm its

Area of 
C onstruction  

Sq. Metres

1, Mosul 3 1886 1165 7003U
2 . Sulaimaniya - - 153 5759
3* A rbil - - 81 7722
k* Kirkuk - - 70 106724.

5* D ial a 1 280 515 15657
6. Ramadi 2 1413 6/4 2229

7. Baghdad 109 63500 l6 i* 187623

8. Kut . . . . . . . 139 3837
9 . H illa 1 750 16k 7311

10. Kerbela 1 208 325 1236/4

11. Diwaniya - - 122 7639

12, Anara 1 1267 im 6999
13* N asiriya - - 255 9699
1^. Basrah 18 15781 938 39072

TOTAL % 136 85086 w  32 386619

Sourcesi Ibid
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Appendix I
TABLE 19

ESTIMATION OF INVESTMENT IN 

PRIVATE NON-RESIDENTIAL BUILDINGSc i 960

1 . Total " to ta l  c o s t” o f Perm its issued  during  
January -  Ju ly  19 60

2 0 5/6 o f " to ta l  c o s t9* o f Perm its issu ed  during
August i 960

3« 2 /3  of " to ta l  cost"  of Perm its issu ed  during
September i 960

if-o l / 2  of " to t a l  cost"  of Perm its issued  during 
October 19 60

5. 1 /3  of " to t a l  co st"  o f Perm its issu ed  during 
November 19 60

6* l / 6  of " to ta l  co s t"o f Perm its issu ed  during
December i 960 35*^

S u b -to ta l (1) to  (6) t 17^3.^

7 . 17$ of " to t a l  cost"  o f Perm its issu ed  during  1959 901*1

8, TOTAL INVESTMENT in  N on-R esidential Buildings 
j (P r iv a te )  i 960 s 2 6 ^ .5

Sources$ Table 13 above fo r  the  s u b - to ta l  (1) to  (6 ) | and
Table I I I - 2  in  Chapter I I I  f o r  the  p a r t  brought forward 
from 1959*

ID 000

1155.5 

215*6 

117.7 

137.6  

6
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Appendix I
TABLE 20

ESTIMATION OF INVESTMENT IN 

PRIVATE NOi-RESIDENTIAL BUILDINGS. 1961

ID 000

1. I b ta l  " to t a l  cost"  o f Perm its issu ed  during
January -  Ju ly  I 96I  3^97.6

2 . 5 /6  of " to ta l  c o s t0’ o f Perm its issu ed  during
August I 96I  495*4

3. 2/3 o f “to t a l  cost®* of Permits issu ed  during
September 19 6l  592.4

4 . l /2  o f wt o t a l  c o s t®1 o f  perm its issu ed  during
October 1961 288,2

5* l / 3  of 08t o t a l  c o s t” o f Perm its issu ed  during
November 19 6l  159* 6

6. 1 /6  of 8ft o t a l  c o s t” of Permits issu ed  during
December 1961 65.2

S u b -Ib ta l (1 to  6) % 5298.4.

7c 1 /6  o f “to t a l  c o s t” o f Perm its issu ed  during
August i 960 43-1

8 . 1 /3  o f ”t o t a l  c o s t” o f Perm its issu ed  during
September i 960 58.8

9. 1 /2  of ”t o t a l  co s t” of Perm its issu ed  during
October i 960 137.6

10. 2/3 of “t o t a l  c o s t” of Permits issu ed  during
November i 960 163 .3

11. 5 /6  o f “t o t a l  c o s t” of Perm its issu ed  during
December i 960 177*0

S u b -Ib ta l (7 to  11)5  579.8

12. TOTAL INVESTMENT in  N on-R esidential
B uildings (P r iv a te )  1961 % 5878.2

Sources? Table 15 above f o r  the  Sub-Total (1 to  6)5 and 
Table 13 above f o r  the  Sub-Total (7 to  11).
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Appendix I
TAHLE 21 

ESTIMATION OF INVESTMENT IN 

PRIVATE NON-RESIDENTIAL BUILDINGS. 1962

ID OOO

1. Total " to ta l  cost*1 of P e m its  issu ed  during 
January -  Ju ly  1962 3210.9

2. 5 /6  o f " to t a l  cost" of 
August 1982

P e m its issu ed during
W 5.1

3. 2/3  of " to t a l  cost"  of 
September 19 62

P e m its issu ed during
298.5

4. l / 2  o f " to ta l  cost"  of 
October 19&2

P e m its issu ed during
284.2

5. 1 /3  o f " to ta l  cost"  o f 
November 19^2

P e m its issued during
125.3

6. l / 6  of " to ta l  co st"  of 
December 1962

P e m its issued during
71.8

Sub-Tbtal (1 to  6) $ 4 4 6 5 .8

7. l / 6  of " to ta l  cost"  
August 1961

of P e m its issu ed during
99.1

8. l / 3  of " to t a l  cost" 
September 19 6 l

of P e m its issu ed during
296 .2

9 . 1 /2  of " to ta l  cost"  
October 196 l

of P e m its issu ed during
288.2

10. 2 /3  of " to ta l  cost"  
November 19 6 l

of P e m its issu ed during  N
319.3

11. 5/6 of " to ta l  cost"  
December 196 l

of P e m its issu ed during
325.7

Sub-Total (7 to  11 ): 1328.5

12. TOTAL INVESTMENT in  N on-R esidential j
B uildings (P r iv a te )  1962  S 579^*3 |

Sources: Table 17 above f o r  the Sub-Tbtal (1 to  6 ) 5  and 
Table 15 above fo r  the Sub-Total (7 to  11).
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A P P E N D IX  II  

IMPORTS OF MACHINERY AND EQUIPMENT

This appendix contains th irteen  tables rela ting  to the im ports 

of m achinery and equipment included in the GDFCF estim ates.

Table 1 gives the definition of each item classified  as m achi

nery  or equipment. Besides, it shows the conversion of Iraqi Customs 

Code to the Standard International T rade C lassification and the International 

Standard Industrial C lassification.

Table 2 shows the im port figures of this type of asse t during 

1957 - 1962. For each item , the c . i . f .  value, im port duties and the 

m arking-up a re  shown separately . The table, however, does not include 

oil companies* im ports of machinery and equipment. The la tte r are  

shown in Table 13.

Tables 3 - 1 2  show the allocation of each type of machinery 

and equipment to the relevant industry group.

Finally, it is  to be observed that the te rm s ’’industry group” 

and ’’sec to r” a re  used interchangeably in some of the tab les.
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A P P E N D IX  I I I  

IMPORTED FURNITURE AND FIXTURES

This appendix contains two tab les. Table 1 shows the 

definition of each imported item  which we regarded as furniture and fix tures. 

It also shows the conversion of each item 's  custom s code into the Standard 

International T rade Classification and the International Standard Industrial 

classification.

Table 2 contains the actual im port figures of the item s listed 

in Table 1, their im port duties and m ark-up. The m ark-up, however, is 

taken as 25 per cent of the c . i . f .  value of each item .
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A P P E N D IX  IV 

IMPORTS OF TRANSPORT EQUIPMENT

This appendix contains five tables giving detailed information 

on the im port of transport equipment* Table 1 gives the definitions of the 

item s classified as transport equipment, with the conversion of Iraqi Customs 

Code to the Standard Internation Trade classification and the International 

Standard Industrial classification* Table 2 gives the im port figures of this 

type of a sse t. Tables 3 and 4, on the other hand, show the distribution of 

these equipments by industry group. The form er shows the allocation 

of each type of transport equipment to the appropriate industry? the la tte r  

shows each industry*s share from such an allocation.

Oil Companies* im ports of transport equipment a re  shown in

Table 5.

I )  The te rm s ’’industry group” and ’’sec to r” a re  used interchangeably.
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_rĤ ■3

0
cd co TJ■a * «pj •H

cv] W 0
°  B A
A
CO ^

II II

0  »
B rH ^
0 \  H CM

-P  o  ^ v_^
•H —

CM «H I

■d°. °
1

■ P A  ^
0  0 0  VA rH

E - i w  CV]

rH CV] CA

(C
on

tin
ue

d)



665

TJ0
S
to
o

c n

"2|O
rH•CN00

a &
' *1 C7n 

O

&

to

§
s

M

. a

’a
CD

I

■d

<2

bO G 
£ IS 

•H 6  
TJ P  
Jh to 
O 
O 
O 
cfl

£  ^  TJ
W .HG 10
O

Po  s
0
to Q 1-Cj 
bD-p 
G•H C 
|s  »H
OH TJH CD 
O TJ

<H ^  
rH 
O
G

•rl
G 0  
O -H ©
Is, SP  0  
0  p  

P  *H
T (0 
-P

M
3Lw to 
•H
TJ

0
^P
<H
o

2
to

•rH
0
E0

-P
•H

0

PL,
0 Q0 o0 cS 

P  
p
«H
o

o
p

G 
O 

•rl 
P

O B
G 
O 
o

0
p
p

o
•rlm  0 

Cnp

IS
oI—I0
p

0
H5Eh

CV]
VO
ON

H
VOS

O u n CN- u n £>-
o ♦ • • o •
VO CV] CV] VO un Cv-
ON VO CV] n}- c n

f t
H

00
UN
ON

CN“
UN

9

VO 00 o
• • *

H  CM VO
UN H

CV]

UN CV]
o •

Ov ■=* 
UN CV]

oo  - j-  c n
• o •H

c n  c n  c n

iA  cvi t r i

vO-ct C^
c n

H

CV]

00 00 v o O
• • » •

H 00 UN ON
c n CV] CV]

UN cv] 
• • •

H  oo c n

un  n -
OV CV] oo

CV] cv]

vo cn o
cn h cn

CV] CV] CV] CV] CV]

cv] c n  o
• • •

H  On
Cv] i—I

£N -3~ O
♦ • *

O  O  ov
CM CV] H

§

Uj§
P
o

bD
G

fc
U
cti
8
TJ

0 W
0 G G

•H
G t

O
•H

c3 G P
P h P O
£ O G

i O ct5 &
o <H P

G 0
rH G
8 S 5

©
■8£
•H
cti

P
<2

1
©•a
00

rH
O
£

00
O

•rl>
U0CO

cv] c n  .3- u n  v o

Ov

VO
C"-
r l

ON
o
H
CV]

VO

00
rH
CV]

VO

rH

rH
CV]
rH

VO

p -
O
rH

VO
u ncn

ON
o
■3-

CV]cn
-G-

ON
CV]

ON
CV]
un
CV]

-=t
CN

u n  i n  
c n  vo

it

vo
i

rH

•a
•p
&

' a

■§
•H
0

c n
c n
u n

ON

ON
H
VO

vo
oun
v o

oo

ON#
c n
c n

ON
ON
CV]

o -

i

H

P
a



666

a

.s■aQ)a

a,
8
8
iS
E-*CO
£>

OO
O

Q
H

00o

VO On 
O  H00

O

On

O vo ON un 
• « »n  ^  n

UN I—1
(N

On

OnUNc n  o
c noo

ooo  v o  in - unoo  o  o
o
v o

f t
CVI
cvi

O  £V ON CVI
4 -  o n  OJ NO
un

in- c n

oooooo00 VOO
ON UN 
ON I—I

O
On
CV]

v o
rH
CV]

i—1

ON
•

IN
rH

00UN
O n

00VO UN O
c n

v o
c n

ON

o  ov o  O

&CN 
c n  co

o

(C
o

n
ti

n
u

e
d

)



667

T)O
g

•H-P£OO

>H

■a0
1

00
in

VO VO H

n  ON Cvi
• • •VO VTi (VIin o  on

CM

cj

ON N tv
• • • •O O H voon cn .3- cmon cm

o 00 VO 43- cn in•
VO

•CM i in • o •o
INCM rH

CM 1 VO
3

o m CM vo• • • •o 3̂- cn voin CM CMCM 00

ON
00

r>- ©

I—IVO 00 00inCM
On
rH

£o
£>o
-p
to£
6

O

1Cd

oH
m  co

o
fe

CM CM O O ONO
n  cv- inIN oo oo oo

cd

cn

vo
ooooon

ocnvo

CM
IN-5-
cn

o

-p
&

'd

CD
till
cdJ-iO
CO

co
’-p
cd-P
OP-
to

§
£

Q

i n O On o on Ov O O oo o• • • • ♦ • • • • •
ov -3- •c3- CM CM cn rH i n IN o
i n vO ■3- rH cn 00 CN cn VO
H 'S H rH cn

CM On IN on CM on o in in o
O N C M C O H - 3 - O C n O v O O  H o n i n M D o n i n o ^ - ^ - ^ -  CM VO CM i—1 rH-3-

in cm 
• •

i n  on  H
On 00 VO in o CM o o• • « • • « • *00 ov rH o -3- O in g>oH CM -3-cncn

O
NO

cncn -3- 00

on o
a$
I—I

I cn VO IN CN CM IN
r l  4  O  C\l o n  CM
CM rH CM

O
si
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A P P E N D IX  V 

GOVERNMENT ACCOUNTS

This appendix contains twelve tables pertaining to the c lassifica

tion by industry group of the capital expenditures of some Government 

accounts •

Tables 1 to 6 show the allocation of the figures derived from 

the Ordinary Budget to five industries. Tables 7 and 8 show the allocation 

of the Development Board's capital expenditure (Development Budget) into 

the relevant industries. Tables 9 and 10 contain the capital expenditure of 

the Local Administrations and its  allocation; while Tables 11 and 12 contain 

the M unicipalities capital expenditure and its allocation.

In all these tables the expenditure figures a re  arranged in a 

m anner which suits the purpose of classifying capital expenditure by type of 

a sse t.
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A P P E N D I X  VI 

INDEX NUMBERS

This appendix contains five tables showing the cross-valuation 

of im ported capital item s, in addition to the cross-valuation of cement used 

in dom estic construction. The im portance of these tables lies in the fact 

that they provide the sta tis tics  for the construction of various types of index 

num bers.

Table 1 shows the cross-valuation of cement used in dom estic 

construction. Table 2 contains the cross-valuation of im ported m achinery 

and equipment. Table 3 shows the cross-valuation of im ported furniture and fix 

fix tures. Tables 4 and 5 show the cross-valuation of im ported transport 

equipment; the second one shows the c ro ss  c . i . f .  value m atrix , while the 

f irs t one ( i.e . Table 4) shows the cross-valuation afte r adjusting the c . i . f .  

value for changes in im port duties on im ported transport equipment.
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APPENDIX VII

EXPENDITURE ON REPAIR WORK 

AND MILITARY CONSTRUCTION

This appendix is  designed for the purpose of showing expen

diture on rep a ir  work by the private and the public sec to rs  in addition to 

Government expenditure on construction used for m ilitary  purposes.

The term  "rep a ir work" is  used here to include, in the case 

of the private secto r, expenditure on rep a ir  and maintenance of buildings 

only; and in the case of the public sector, expenditure on the re p a ir  and 

maintenance of buildings, roads, bridges, railw ays, w ater supply pipes, 

e lec tric ity  transm ission  lines, and sim ila r s tru c tu res .

The appendix contains four tab les. Table 1 shows particu lars 

of private expenditure on rep a ir  work. Table 2 presen ts the expenditure of 

public agencies on the re p a ir  and maintenance of the various types of asse ts  

indicated above. Table 3 shows public expenditure on m ilita ry  construction. 

Finally, Table 4 shows the aggregate of the figures shown in Tables 1, 2, 

and 3.
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Appendix VII TABLE 1

PRIVATE EXPENDITURE ON REPAIR WORK. 1957 -  196?.

(ID 000)

Year Urban Buildings Rural
B uildings

(4 )

TOTAL 

(3 )+  (4) 
(5)

Dwellings
(1 )

Other
(2)

TOTAL
(3)

1957 698.7 232.9 931.6 1204.4 2136.0

1958 696.2 232.1 928.3 1219.5 2147-8

1959 527.8 175.9 703.7 1234.7 1938.4

19 §0 294.7 98 .3 393.0 12A9.7 16^2 .7

1961 372.3 124.1 496.4 1264.7 1761.1

1962 346.9 115.6 462.5 1279.7 1742.2

Sources: 1. F igures in  Col* ( l )  and (2) are  derived  from Table 
X III-23, Chapter X II I •

2. F igures in  Col, (ty) are derived  from Table XIII-2A9 
Chapter X III.
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Appendix VII TABLE 3

GOVERNMENT EXPENDITURE ON 

MILITARY CONSTRUCTION. 1997 -  1962

(ID 000)

Tear Expenditure

1957 5200.6

1958 2&J.8.3

1959 7875.3

i 960 6923.7

1961 10313.1

1962 10060.2

Sources and Explanatory Notes

These f ig u re s  rep re sen t government expenditure on the  co n s tru c tio n  
o f b arrack s , m il i ta ry  a i rp o r ts  and o th e r  types o f co n s tru c tio n  used 
so le ly  fo r  m il i ta ry  purposes. However, they  do no t inc lude Govern
ment expenditure on th e  co n s tru c tio n  o f  dw ellings fo r  army o f f ic e r s .

The f ig u re s  are derived  from the  Development Budgets f o r  the years  
1957/58 -  1962/1963.
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Appendix VII TABLE k

AGGREGATE EXPENDITURE ON REPAIR WORK 

AND MILITARY CONSTRUCT!ONo 1957-1962

(ID 000)

Year Repair Work M ilita ry TOTAL

P riv a te Public TOTAL i C onstruction ( 3 )+ (4 )

(1 ) (2 ) (3) (4) ( 5 )

1957 2136.0 2307.9 4443.9 ; 5200.6 9644.5

1958 2147.8 2364.O 4 5 U .8 ! 2848.3 7360.1

1959 1938.4 3053.5 4991.9 j 7875.3 12867.2

i 960 1642.7 2266.2 3908.9 1 6923.7 3.0832.6

1961 1761.1 2354.0 4115.1 ; 10313.1 14428.2

1962 1742.2 2553.5 4295.7 ; 10060.2 14355-9
I

SourcesS Tables 1 , 2 and 3 above.

Note: The grand t o t a l  shown in  Col, (5) re p re se n ts  th a t  p a r t  of
the gross ou tpu t o f C onstruction  which i s  no t inc luded  in  
our es tim a tes  of GDFCF on the grounds th a t  n e i th e r  expen
d itu re  on re p a ir  work nor m il i ta ry  c o n s tru c tio n  c o n s ti tu te  
new ad d itio n s  to  the  stock  of rep roducib le  p h y sica l 
c a p ita l  o f the  country .
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APPENDIX V III

This appendix contains seven tables showing inform ation 

pertinent to the sector "T ransportation, Storage and Communications".

Table 1 shows the number of private ca rs  and taxis during 

1957 - 1962, while Table 2 shows the number of m otor vehicles for h ire  

during 1956 - 1962. Tables 3, 4, 5, and 6 show the capital expenditure of 

Public T ransport (Bus) Services in Baghdad, Mosul, Basrah, and the re s t  of 

Iraq , respectively . Table 7 shows the regional distribution of the number 

of buses owned and purchases of transpo rt equipment made by the Public 

T ransport (Bus) Services during 1962.
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Appendix VIII TABLE 1

NUMBER CF PRIVATE CARS AND TAXIS. 1957 -  1962

(ID 000)

Year P riv a te  Cars 
Number

(1 )

Taxis
Number

( 2 )

TOTAL
Number

(3)

( l ) t ( 3 )
$

(4)

(2 ) i (3 )
$

(5)

1957 19356 6546 25902 75 25

1958 23012 7059 30071 77 23

1959 24253 7678 31931 76 24

I960 30612 9524 40136 76 24

1961 34306 14242 48548 71 29

1962 35227 14941 50168 70 30

Sources: S t a t i s t i c a l  A bstrac t 1958* PoBoS., M in istry  of
Economics, Baghdad 19595 and S t a t i s t i c a l  A bstrac t 
fo r  19^0 and 1962, CoBoSo, M in istry  o f P lanning, 
Baghdad, 196 l and 1963* re sp e c tiv e ly .



704

Appendix VIII TABLE 2

MOTOR VEHICLES FOR HIRE, 19^6 -  1962

B U S E S
Year

Taxis
L orries

and
Vans

Gove rnment- 
CVned Public 

T ransport 
Services

Others TOTAL

1956 621+6 79 07 . 407 3272 3679
1957 651+6 8723 l+L+5 3318 3763

1958 7059 9160 ; 462 3516 3978
1959 7678 9880 j 557 3783 h3M>
i 960 9524 11203 j ii& Jh. 5A75
1961 11+21+2 12622 : 674 5300 597h
1962

1

i m i 13897 I 834 5970 680h

Sources8 Number of lic en se d  C a rr ie rs  given in  the  S t a t i s t i c a l  
A bstrac t, ad ju sted  to  exclude C a rr ie rs  owned by 
in d u s t r ia l  es tab lishm en ts based on in fo rm ation  given 
in  the  Transport Census o f November 1957 and applying 
the  same r a t io s  o f P riv a te  to  Total c a r r ie r s  f o r  
e a r l i e r  and l a t e r  y ea rs .
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A P P E N D I X  IX 

NATIONAL ACCOUNTS OF IRAQ

This appendix contains fifteen tables showing the National 

Income of Iraq for the period 1950 - 1963.

Table 1 shows Fenelon's estim ates of the National Expenditure 

for the period 1950 - 1956. Tables 2 to 10 show H aseeb's estim ates of the 

GDP, GNP for the period 1953 - 1963. Table 11 contains Kanaan’s estim ates 

of the National Expenditure for the period 1960 - 1963.

The capital formation estim ates, which w ere made by 

Abu El-Haj for the period 1922 - 1957, a re  shown in Tables 12, 13 and 14.

Finally, Table 15 contains our estim ate of indirect taxes and 

subsidies for the period 1957 - 1962.
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A p p en d ix  IX TABLE 5

GROWTH OF NATIONAL PRODUCT AT CONSTANT (19 ̂  PRICES
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1 9 5 3  =  1 0 0

Compound

Sector 1953 19 5 A 1955 - 1 9 5 6 1957 . 1958 1959 i 9 6 0 1 9 6 1 1 9 6 2 1 9 6 3
Rate o f  
Growth 
19^8- 6 8

1. A gricu lture, Forestry and F ish ing
6 7 6 2 6 9 89

<s>

a. F ie ld  Crops 1 0 0 145 9 1 1 3 8 91 1 1 1 53 -  6 . 2

b. V egetables 1 0 0 1 3 6 54 93 124 6 6 28 59 93 1 0 6 117 1 . 6

c . F ru it and Dates 1 0 0 1 2 5 95 8 7 119 1 0 6 52 70 1 0 2 123 78 -  2 . 5

d. liv e s to c k 1 0 0 1 2 3 99 1 2 0 1 4 4 1 3 2 119 124 147 1 6 8 123 2 . 1

e . Forestry 1 0 0 1 0 6 1 1 0 117 1 2 3 1 3 2 134 124 1 2 6 97 104 0 .3
f .  Fishery 1 0 0 1 1 1 114 1 7 0 174 179 183 187 1 9 2 1 9 6 2 0 3 7*3

Total A gricu lture, Forestry and F ish ing 1 0 0 1 3 3 80 1 0 3 1 3 6 104 7 8 89 113 1 3 2 94 -  0 . 6

2 . Mining and Quarrying
1 2 6 1 6 1a. Crude Oil Extraction 1 0 0 1 1 7 1 1 8 81 137 187 193 2 0 1 2 2 3 8 . 4

b. Other Mining and Quarrying 1 0 0 104 174 182 194 2 0 6 2 0 2 187 2 4 0 2 0 7 2 0 6 7*5
Total Mining and Quarrying; 1 0 0 1 1 7 1 2 6 119 81 1 3 8 l 6 l 1 8 7 193 194 2 2 3 8 . 4

3« Manufacturing
1 3 6 1 7 6 316a. Oil R efining 1 0 0 128 151 217 259 398 4 0 8 4 1 8 15*4

b. Other Manufacturing 1 0 0 1 1 2 1 3 1 155 1 5 8 1 6 4 2 0 0 247 2 6 1 294 2 8 3 1 1 . 0

Total Manufacturing 1 0 0 114 1 3 1 154 159 1 6 9 2 0 5 254 274 305 2 9 6 1 1 . 5

4* Construction 1 0 0 137 1 6 7 182 2 0 1 199 1 8 0 143 151 1 2 5 1 2 7 2 . 4
5. E le c tr ic ity  and Water 1 0 0 104 1 6 3 195 2 3 6 2  52 275 3 2 6 3 6 9 £1 .58 4 6 7 1 6 . 7

6 . Transport, Communication & Storage 1 0 0 1 0 3 1 1 0 1 2 3 1 2 6 i 2 5 1 3 1 159 1 8 1 188 179 6 . 0

7 W holesale and R eta il Trade 1 0 0 124 118 1 4 0 151 139 128 157 188 199 174 5 .7
8 . Banking, Insurance and Real E state 1 0 0 1 5 7 1 6 6 1 9 0 2 1 5 2 6 1 2 6 8 2 5 8 279 295 2 9 2 11 .3
9 . Ownership o f  Dwellings 1 0 0 1 0 2 1 0 5 107 109 1 1 2 115 118 1 2 2 125 128 2 .5

10. Public Adm inistration and Defence 1 0 0 1 0 6 1 2 2 124 131 1 5 2 179 1 7 6 2 1 1 2A4 2 7 2 1 0 . 5
11. Services 1 0 0 1 0 8 113 1 2 1 125 134 1 5 1 1 7 2 2 0 7 215 2 2 2 8 .3
12. Net Domestic Product a t Factor Cost 1 0 0 1 2 0 113 1 2 1 119 134 1 4 0 159 1 7 6 187 1 8 8 6 . 5

13* Less Income to  Abroad 1 0 0 1 0 8 1 1 2 98 6 7 1 1 8 1 4 0 1 6 4 1 6 8 1 6 8 193 6 . 8

14. Net N ational Product at Factor Cost 1 0 0 1 2 3 114 127 133 1 3 8 1 4 0 157 1 7 8 191 186 6 . 4

S o u r c e s ;  H a se e b , I b i d .
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