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Key Economic Indicators 

During the quarter ending September 30, 2009, 
the Iraqi economy benefited from rising oil prices 
and a modest increase in oil production and 
exports. Prices for Kirkuk crude oil reached a 
high of $73.35 and averaged $68.54 per barrel this 
quarter.376 Revenue from Iraqi oil exports totaled 
$12.01 billion this quarter, up from $8.45 billion 
posted last quarter.377 According to the Central 
Bank of Iraq (CBI), year-to-date oil revenue 
through September 30, 2009, was $26.3 billion.378 

The International Monetary Fund (IMF) revised 
its real gross domestic product (GDP) growth 
forecast for Iraq from 6.9% to 4.3% in 2009.379 
Overall inflation remained low, but volatile. 

Iraq continues to rely on its oil resources as the 
country’s predominant source of economic growth 
and government revenue. This quarter, the UN 
Security Council endorsed a recommendation that 
Iraq assume greater responsibility for oversight 
of its oil revenues, which are currently deposited 
in the Development Fund for Iraq (DFI).371 This 
is a step in the direction of eventually transfer-
ring oversight of the DFI from the International 
Advisory and Monitoring Board (IAMB) for Iraq 
to the GOI’s Committee of Financial Experts 
(COFE)—an economic milestone that would give 
Iraq full control of its oil revenues for the first time 
since 2003.372 Other developments affecting Iraq’s 
economy this quarter included a moderate rise 
in oil prices, an upturn in food prices, and the re-
ported rescheduling of the second round of bidding 
on oil service contracts. 

As of September 30, 2009, the United States had 
allocated $1.56 billion, obligated $1.54 billion, and 
expended $1.32 billion to support Iraq’s economic 
development.373 The following are among recent 
examples of U.S. government efforts:

Employment of Iraqi nationals on U.S.-funded 
projects (excluding CERP-funded projects) 
increased slightly this quarter—from 85,960 
reported in the week of July 3, 2009, to 86,136 
reported for the week of September 26, 2009.374 
The United States has made a special effort 
to support economic empowerment for Iraqi 
women across a wide spectrum of fields and 
social classes in every province.375 For examples, 
see Section 3 of this Report.

For the status of U.S. funds supporting eco-
nomic governance and private-sector develop-
ment, see Figure 2.31. 
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Sources: IRMS, MNC-I Quarterly Report, 10/12/2009; NEA, response to SIGIR data call, 10/7/2009; Treasury, 
response to SIGIR data call, 4/2/2009; U.S. Embassy-Baghdad, response to SIGIR data call, 10/3/2009; USAID, 
responses to SIGIR data call, 4/13/2009 and 10/14/2009; USTDA, response to SIGIR data call, 4/2/2009.
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of the DFI when IAMB’s mandate expires in 
December 2009.384 COFE has established a website 
(www.cofe-iq.net) that includes financial reports 
and meeting minutes. The UN report, however, 
detailed ongoing concerns about the lack of trans-
parency and accountability in Iraq’s reporting and 
management of its oil revenues.385 The UN Secu-
rity Council must act before the end of this year to 
continue the IAMB’s oversight of the DFI.386 The 
immunity of DFI assets from attachment enacted 
by the UN also expires on December 31, 2009.387 
There is a U.S. Executive Order, however, that ex-
tends immunity for Iraqi assets held in the United 
States until May 2010.388

The Secretary-General’s report noted that 
in 2004 the IAMB recommended that the GOI 
strengthen internal financial controls by install-
ing metering systems in all oil fields, oil terminals, 

The year-on-year core inflation rate rose from 8.8% 
in June 2009 to 10.8% in August 2009,380 driven 
largely by rising food prices.381 As core inflation 
(which excludes volatile food and energy prices) 
fell during most of the first three quarters of this 
year, CBI cut interest rates from 14% in January 
2009 to 7% in June 2009.382 The CBI continued to 
hold Iraq’s exchange rate at 1,170 dinar per dollar, 
after it spurred a large appreciation in the dinar last 
year.383 For more on recent trends for key economic 
indicators in Iraq, see Table 2.20.

Oversight of Iraqi Oil Revenues

On August 24, 2009, the UN Secretary-General 
issued a report on the DFI, noting IAMB’s  as-
sessment that COFE is ready to assume oversight 

GDP Inflation and Exchange Rates in Iraq

GDP (annual percent change)
The Iraqi economy continued to grow in 2009, but at a slower pace than 2008, when record oil prices 
spurred growth to an estimated 9.5%. The International Monetary Fund (IMF) revised its real GDP 
growth forecast for Iraq from 6.9% to 4.3% in 2009. 
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Year-on-year comparison of monthly averages for the overall consumer price index. Through prudent 
fiscal policies, the Central Bank of Iraq (CBI) has helped drive inflation downward from record high 
averages of 53% in 2006.
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Core Inflation 
Year-on-year comparison of monthly averages for the core consumer price index that excludes fuel, 
electricity, transportation, and communications. Core inflation has fallen for most of the first three 
quarters of this year, with the exception of volatile food prices.
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This year, the CBI has held Iraq’s exchange rate at approximately 1,170 dinar per dollar. The dinar has 
appreciated against the U.S. dollar by more than 24% since November 2006, when the CBI began tar-
geting interest rates to control rising inflation.
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Sources: IMF, “World Economic Outlook: Sustaining the Recovery,” October 2009, Statistical Appendix, p. 175.
Central Bank of Iraq, Key Financial Indicators 9/16/2009, www.cbi.iq, accessed 10/6/2009.
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or other mechanisms. The Thi-Qar refinery 
measures oil quantities using a depth bar, and 
the Missan refinery, which does not have any 
meters, has established a committee to deter-
mine measurements. The BSA report noted that 
59 meters are required for southern refineries, 
but until recently, there were no letters of credit 
on record to purchase meters, and only 4 orders 
were reportedly in progress.

The Iraqi Budget for 2009–2010

The GOI’s 2009 budget is $58.6 billion, based on 
an oil price of $50 per barrel.392 During the third 
quarter of 2009, a supplemental to increase the 
budget by approximately $5 billion was introduced 
in the CoR.393 The CoR has had only one reading of 
the supplemental budget and has not yet approved 
it.394 The 2009 GOI budget shortfall is estimated to 
be as high as $16 billion, which could be offset with 

and oil refineries.389 Yet, as of December 31, 2008, 
IAMB external auditors placed the level of oil-
metering installations in Iraq at only 33% of total 
capacity.390 At a July 2009 IAMB meeting, Iraq’s 
Board of Supreme Audit (BSA) reported on the 
status of the metering program:391

Only 2 of the 34 meters installed on 21 North Oil 
Company oil sites were functional and cali-
brated. A letter from the company dated August 
1, 2009, claimed that metering systems will be 
installed in a majority of sites and tanks recali-
brated in the last quarter of 2009.
The Missan Oil Company had no meters in-
stalled on pipelines pumping to export termi-
nals, but the company reported that the process 
to solicit bids and award contracts for this equip-
ment had been initiated.
The South Refinery Company did not have 
meters to measure outputs and inputs between 
depots, production departments, and beneficia-
ries, relying instead on radar-metering systems 
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Note: Budget execution for 2009 includes expenditures through 6/30/2009. The Iraqi Council of Ministers approved the 2010 budget on 10/13/2009, and 
it must now be reviewed and approved by the Council of Representatives. Oil price is in $USD.

Sources: “GOI Budget” (as approved by TNA and written into law December 2005); U.S. Treasury, responses to SIGIR data call, 1/4/2008, 12/31/2008, 1/6/2009, 
1/16/2009, 4/9/2009, and 10/3/2009; IMF, “Country Report No. 03/383,” 12/2008, pp. 19, 21; GOI, Cabinet of Ministers, www.cabinet.iq, accessed 10/14/2009.

GOI Budget and Budget Execution, 2006–2010
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Agriculture
Agriculture, the second largest sector of Iraq’s 
economy, is suffering from the effects of a two-year 
drought and declines in water flowing into Iraq’s 
rivers from neighboring countries.400 This year, the 
situation worsened as Iran continued to divert the 
paths of the Karun and Karkha rivers for local proj-
ects and completely cut the flow from the Karun 
into Iraq’s Shatt al-Arab River.401 The lower water 
levels have led to increased salinity that is damag-
ing agriculture and poisoning fish and animals.402

Addressing Iraq’s use of surface irrigation water 
could mitigate reduced river flows. Conservative 
estimates are that much of the land devoted to ag-
riculture is over-irrigated by as much as 25%–50% 
and that 25% percent of surface water supply is lost 
in the delivery system.403

To address the need for better management 
of Iraq’s water resources, the U.S. Department of 
Agriculture, the Iraqi Ministry of Agriculture, and 
several other GOI ministries hosted a National Soil 
Salinity Conference on July 15–17, 2009. During the 
conference, senior GOI officials agreed to an outline 
of GOI actions to address the issue, which the Iraqi 
Ministry of Agriculture has agreed to as well.404

USAID continues to support the four most 
profitable agricultural sectors in Iraq—perennial 
fruits, annual vegetables, aquaculture and 
poultry, and beef and lamb. This support is 
provided through a $92.5 million Inma agribusi-
ness program that began in May 2007 and ends 
in August 2010. This quarter, Inma signed 6 feedlot 
and 3 packing shed grants, trained nearly  
100 Iraqi fish farmers in advanced aquaculture 
techniques, made possible $1.5 million in 
agricultural micro-finance loans, and held 
several national agricultural conferences on 
finance, livestock, and poultry.405 

Foreign Investment and Privatization
Many challenges remain to foreign investment and 
privatization in Iraq. As noted in the World Bank’s 

accumulated fiscal reserves estimated to be approxi-
mately $21 billion as of the end of 2008.395 Accord-
ing to U.S. Embassy-Baghdad, the GOI had released 
50% of total provincial budgets by the end of June 
2009, and the provinces had spent approximately 
30% of their capital investment budgets.396 GOI 
budget expenditures for this quarter are not avail-
able, partly because of the August 19, 2009, attacks 
that severely damaged the Ministry of Finance.397  
Highly skilled professionals from the ministry were 
injured or killed, and a significant number of paper 
and electronic files were lost.398 

On October 13, 2009, Iraq’s Council of Min-
isters (CoM) approved a 2010 budget of approxi-
mately $67 billion, based on an oil price of $60 per 
barrel and exports of 2.15 MBPD, and a deficit of 
approximately $15.3 billion.399 The budget now 
goes to CoR for review, amendment, and approval. 

Figure 2.32 provides details on GOI budgets and 
budget execution from 2006–2010. 

USAID’s Inma program purchased six million fingerlings, under a $3 million agreement for the 
Euphrates fish farm. The growing interest in aquaculture underscores the importance of adequate 
water resources for Iraqi agriculture. (USAID photo)
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The KRG has taken steps to make the invest-
ment climate more attractive, such as passing an 
investment law that allows 100% foreign owner-
ship of land (except for land containing oil, gas or 
mineral resources).413 The KRG also contributes 
to the cost of basic infrastructure (water, electric, 
sewerage, public road, telecom-
munications, etc.) related to foreign 
investment projects.414 In contrast, 
the GOI restricts foreign ownership 
of land in most of Iraq and requires 
foreign companies to bear the 
cost of basic infrastructure when 
investing in Iraq.415 U.S. Embassy-
Baghdad reports that land-use 
issues are the most commonly cited 
reason inhibiting project execution.416 While 
the KRG has been more active in addressing the 
legal obstacles to foreign investment, corruption 
remains an obstacle to private-sector develop-
ment in the Kurdistan Region, just as it is in the 
rest of Iraq.417 ◆

“Doing Business 2010: Reforming Through Dif-
ficult Times,” Iraq ranks 153 out of 183 countries 
in terms of enacting reforms that promote private-
sector growth and investment.406 An example of 
the unfavorable business climate in Iraq is that 
while more than 85 firms have filed for investment 
licenses in Iraq, few have moved to the investment 
execution phase.407 Table 2.21 shows Iraq’s ranking 
compared with its neighbors, which places it at the 
bottom of the region.408 

In August 2009, the Center for International 
Private Enterprise released a survey of 120 Iraqi 
business leaders. It sampled opinions on six groups 
of Iraqi business laws, identifying some of the 
major challenges:409

lack of effective legal and regulatory systems
poor enforcement of private property rights
administrative corruption that adds 20%–30% to 
the cost of doing business
bureaucratic red tape
difficulty in obtaining basic business necessities, 
such as international letters of credit

Respondents particularly singled out the 
Import/Export Law as encouraging corruption 
because it is ineffective in setting up a framework 
for fair and competitive trade dealings.410 To pub-
licize investment opportunities in Iraq, the U.S. 
Departments of State and Commerce, in collabo-
ration with the U.S. Chamber of Commerce, held 
a major Iraq-American business conference in 
Washington, D.C., on October 20–21, 2009.411 A 
key accomplishment of the joint U.S.-GOI Trade 
and Investment Working Group this quarter was 
securing the participation of hundreds of  U.S. 
and Iraqi government and private-sector leaders 
to participate in the conference.412

Table 2.21
Doing Business 2010: Reforming  

through Difficult Times

Country Ranking

Saudi Arabia 13

Kuwait 61

Turkey 73

Jordan 100

Iran 137

Syria 143

Iraq 153

Source: World Bank, “Doing Business 2010: Reforming Through 
Difficult Times,” http://web.worldbank.org/WBSITE/EXTERNAL/NEW
S/0,,contentMDK:22301788~pagePK:64257043~piPK:437376~theSite
PK:4607,00.html, accessed 10/14/2009.

Encouraging Private- 
Sector Development 
On July 1–2, 2008, key GOI Min-
istries, UN agencies, and other 
economic institutions met for the 
first time to coordinate economic 
reform based on diversification 

and private-sector development.
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