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agribusiness development. The ESF accounted for 

76% of new expenditures, and IRRF 2 accounted  

for 22%.385 

Key Economic Developments 
and Trends

This quarter, Iraq received $12.67 billion in total 

revenue from the export of crude oil; $0.63 bil-

lion (5%) of that was reserved for war repara-

tions to Kuwait, leaving $12.03 billion in oil 

export receipts. Iraqi oil receipts totaled $37.02 

billion in 2009.386 

If the winning bidders from Iraq’s first and sec-

ond petroleum licensing round meet their plateau 

production targets, Iraq’s crude oil production—

and its annual oil export revenues—could increase 

significantly in the next 10 to 15 years. National 

legislation that addresses revenue distribution be-

tween the GOI and the provinces is considered key 

to reconciliation and to realizing the full benefits 

from Iraqi oil exports. The GOI has not yet achieved 

this milestone, but the Minister of Finance has ex-

pressed confidence that the parliament to be elected 

in March 2010 will pass the legislation.387

Even with increased production, Iraq’s govern-

ment revenue and economy will remain vulner-

able to fluctuations in the price of oil. Iraq’s highly 

centralized economy is dominated by the oil 

sector, which accounted for 53% of gross domes-

tic product (GDP) in 2009, behind only Angola 

and Libya among OPEC countries.388 In 2009, oil 

export receipts accounted for 87% of all estimated 

government revenue, and budgeted GOI expendi-

tures accounted for 84% of GDP.389 Despite efforts 

to spur economic growth outside the oil sector, 

its role in the Iraqi economy is growing: real GDP 

growth in the oil sector has outpaced non-oil 

growth for the last three years.390 

As of December 31, 2009, the United States had 

allocated $1.57 billion, obligated $1.57 billion, and 

expended $1.37 billion to support Iraq’s economic 

governance and private-sector development. This 

quarter, economy programs accounted for just 2% 

of new obligations and 6% of new expenditures.384 

For the status of U.S. funding to support economic 

development, see Figure 3.19 and Table 3.12.

There were $8.6 million in net obliga-

tions for economy programs this quarter, 88% 

fewer than last quarter. All new reported obliga-

tions—$9.0 million—were in the ESF-funded 

Izdihar program. A small amount was de-obligated 

from the Targeted Development Program. This 

quarter, cumulative expenditures rose by $53.0 

million, 89% more than last quarter. Expenditures 

were spread among several programs, including the 

IRRF 2-funded Market-Based Reforms program, 

Izdihar, Provincial Economic Growth, and Inma 

Allocated/   $1.57
Obligated
Expended   $1.37

Economic 
Governance
$0.06 

Private Sector
Development

$0.14

Unexpended Obligations
Total: $0.20

68%

32%

Note: Data not audited. Numbers affected by rounding. OSD does not report CERP allocation, obligation, and 
expenditure data for project categories on a quarterly basis for all fiscal year appropriations. SIGIR pulls CERP 
allocation, obligation, and expenditure data from the IRMS, which lags in reporting by one quarter. Therefore, 
totals may not match top-line values found in the Funding Sources subsection of this Report.

Sources: IRMS, MNC-I Quarterly Report, 1/15/2010; NEA-I, response to SIGIR data call, 1/6/2010; U.S. Embassy-
Baghdad, responses to SIGIR data call, 1/11/2010 and 1/14/2010; USAID, responses to SIGIR data calls, 4/13/2009 
and 1/20/2010; USTDA, response to SIGIR data call, 4/2/2009; U.S. Treasury, response to SIGIR data call, 4/2/2009.
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With the added revenue, 
there will be a huge recon-
struction program in the 
country. So I think within 10 
years we are going to see a 
different Iraq than people 
are used to; an Iraq where 
people live much better 
lives, where services are 
available, where the stan-
dard of living is going to be 
much higher, and where the 
oil industry is going to lead 
the economic program. 383 

—Iraqi Minister of Oil  
Hussein al-Shahristani,  

December 2009

Figure 3.19
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responsible for conducting economic surveys—has 

not provided official unemployment figures for 

2009, citing political obstacles in the run-up to 

the election. COSIT’s unofficial estimates for 2009 

were 15.5% unemployment and 29% underem-

ployment.393 This is a considerable change from the 

official figures for 2004 of 26% unemployment.394 

However, estimates from other sources put 2009 

unemployment as high as 30%.395

The most comprehensive data available, as-

sembled by COSIT and the World Bank from 

November 2006 to November 2007, shows that 

Iraq’s economy is unable to provide enough jobs 

for its growing population. By many standards, 

Iraq is characteristic of conservative, developing 

countries: the population is young and growing, 

young people in the workforce face the highest 

rates of unemployment, and women are less likely 

than men to be economically active.396 For details, 

see  Figure 3.21. 

As of December 31, 2009, 16,507 civilian Iraqis 

have received job training through U.S.-funded pro-

grams, and 1,867 of that total received on-the-job 

training.397 This contrasts with more than 700,000 

ISF personnel trained in U.S.-funded programs.398

Iraq’s vulnerability was made clear in the recent 

global recession. Real GDP growth dropped from 

9.5% in 2008 to 4.3% in 2009. The sharp drop in oil 

prices from mid-2008 to early 2009 caused growth 

in the oil sector to drop from 12.3% in 2008 to 4.6% 

in 2009, versus a less severe decline in the rest of the 

economy, from 5.4% to 4.0%.391 For details on the 

predominance of oil in the Iraqi economy and the 

impact of oil prices on export receipts and GDP, see  

Figure 3.20. 

Iraq’s recent monetary stability persisted 

through the end of 2009. Prices dropped in 8 of 

the last 12 months, and continued to drop this 

quarter, based on a broad index, as year-on-year 

inflation fell to negative 4.9% in November from 

negative 0.3% in August 2009. The year-on-year 

core inflation rate (which excludes fuel, electricity, 

transportation, and communications) fell to 4.8% 

in November, from 10.8% in August. The Central 

Bank of Iraq (CBI) has kept interest rates at 7% 

since June 2009 and held Iraq’s exchange rate at 

1,170 dinar per dollar since January 2009.392

Estimates of unemployment in Iraq vary. The 

Iraqi Central Organization for Statistics and 

Information Technology (COSIT)—which is 

Table 3.12
Economy: Status of Funds, by Sector, with Selected Programs

$ Millions

Sector Program

Status of Funds Quarterly Change

Obligated Expended Obligated Expended

Economic Governance Private Sector Development—Market-Based Reforms (IRRF 2) 135.0 118.6 11.6 (11%)

Other 687.7 642.0 0.4 (0%)-

Subtotal 822.7 760.6 12.0 (2%)

Private Sector 
Development

Izdihar (ESF) 32.8 31.4 9.0 (38%) 9.0 (40%)

Provincial Economic Growth (ESF) 85.8 48.7 12.9 (36%)

Inma Agribusiness Development (ESF) 124.0 82.5 10.1 (14%)

Other 503.9 448.9 -0.4 (0%) 9.1 (2%)

Subtotal 746.5 611.4 8.6 (1%) 41.1 (7%)

Total 1,569.2 1,372.0 8.6 (1%) 53.0 (4%)

Note: Data not audited. Numbers affected by rounding. The status and quarterly change for programs in the “Other” categories may be found in Appendix C. OSD does not report CERP 
allocation, obligation, and expenditure data for project categories on a quarterly basis for all fiscal year appropriations. SIGIR pulls CERP allocation, obligation, and expenditure data 
from the IRMS, which lags in reporting by one quarter. Therefore, totals may not match top-line values found in the Funding Sources subsection of this Report.

Sources: IRMS, MNC-I Quarterly Report, 1/15/2010; NEA-I, response to SIGIR data call, 1/6/2010; U.S. Embassy-Baghdad, responses to SIGIR data calls, 4/13/2009, 10/3/2009, 1/11/2010, 
1/14/2010, and 1/20/2010; U.S. Treasury, response to SIGIR data call, 4/2/2009; USAID, responses to SIGIR data calls, 4/13/2009 and 10/14/2009; USTDA, response to SIGIR data call, 4/2/2009.
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On December 21, 2009, the Security Council 

issued Resolution 1905, citing Prime Minister 

al-Maliki’s request that the IAMB continue its 

oversight role over the DFI and extending the 

Board’s mandate through December 31, 2010.399 

Resolution 1905 also calls on the GOI to formu-

late an action plan for the eventual transfer of DFI 

oversight, in accordance with auditing arrange-

ments and debt obligations.400

Economic Governance

Oversight of Iraqi Oil Revenues
In August 2009, the UN Security Council 

endorsed a recommendation that Iraq assume 

greater oversight responsibility of the Develop-

ment Fund for Iraq (DFI) from the International 

Advisory Monitoring Board (IAMB), whose 

mandate was to expire on December 31, 2009. 
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www.imf.org/external/pubs/ft/weo/2009/02/weodata/index.aspx, accessed 1/24/2010; DoE, Energy Information Administration, OPEC Revenues Fact Sheet, 1/2010, 
www.eia.doe.gov/emeu/cabs/OPEC_Revenues/Factsheet.html, accessed 1/24/2010; and "Weekly Iraq Kirkuk Netback Price at U.S. Gulf," www.eia.doe.gov, accessed 1/12/2010.

Global Recession

Estimated Monthly GDP

Monthly Oil Receipts 

Daily Oil Price 

Relationship between Price of Oil, Iraqi Oil Receipts, and GDP

Iraqi Oil Receipts, Budget, and GDP, 2008–2009
$ Billions

2008 2009

GOI Budget
$72.20

GDP
$91.45

Oil Receipts
$58.79

GOI Budget
$58.61

GDP
$70.10

Oil Receipts
$37.02

OPEC Oil Export Revenues, 2009

Net ($ Bil) Per Capita ($) % of GDP

Angola 42.2  3,294 61%

Libya 34.3  5,421 57%

Iraq 37.2  1,284  53%

Saudi Arabia 154.2    5,368 41%

Kuwait 46.0 17,061 40%

Algeria 42.7  1,250 32%

Nigeria 46.1  325  28%

Qatar 24.0  25,221 26%

UAE 52.2  10,863  23%

Iran 54.6  821  16%

Ecuador   5.8  411  10%

Venezuela 33.3  1,239 9%

OPEC 572.6  1,553 28%

Figure 3.20
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Private Sector Development

Agriculture
Agriculture constitutes approximately 8.4% of Iraq’s 

GDP and provides employment for 12.3% of the 

total workforce.407 This quarter, the ongoing short-

age of water in much of the country408 continued to 

undermine Iraq’s ability to meet domestic demand 

for wheat, rice, and other food staples.409 Despite 

some improvements in the amount of rainfall in 

parts of Iraq this quarter,410 the U.S Department of 

Agriculture’s Foreign Agricultural Service expects 

Iraq’s 2009–2010 winter grain harvest to improve 

only slightly over last year’s depressed yield, from 

1.30 million tons411 to 1.35 million tons,412 or 

roughly 45% below normal production.413 

Iraq’s 2010 agricultural output (particularly in 

Iraq’s northern provinces, which have few irriga-

tion resources and rely heavily on rainfall)414 will 

depend largely on whether precipitation in the first 

New Investment Law
This quarter, the CoR passed an amendment to 

the National Investment Law that would open 

up ownership of land by foreign entities, and 

the amendment has moved from the National 

Investment Commission (NIC) to the Presidency 

Council for approval.401 If ratified, the law could 

encourage greater foreign investment in real estate 

and construction by allowing investors to acquire 

land-use rights as well as ownership rights under 

very limited circumstances.402 In addition, NIC 

announced that the government was seeking large-

scale investments to build 500,000 low-income 

housing units.403 Increasing the housing supply is 

a key GOI priority given Iraq’s increasing popula-

tion404 and its chronic undersupply of residential 

housing units.405 However, ambiguities in land 

ownership persist, and the effectiveness of the new 

law in promoting investment will lie largely in how 

well it is enforced.406 

Figure 3.21

Source: COSIT, Iraq Household Socio-Economic Survey, 2008, pp. 34, 289.
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as part of a “downpayment” on reform.427 DoS con-

tinues to encourage the GOI to make the system 

more effective through reform.428 

U.S.-funded Initiatives
This quarter, the U.S. government continued its 

efforts to increase the output and efficiency of Iraq’s 

agricultural sector. In November 2009, the year-old 

Green Mada’in Association for Agricultural 

Development (GMAAD) celebrated the opening of 

its new office and warehouse facilities in Mada’in 

Qada, east of Baghdad.429 The not-for-profit 

cooperative, an initiative sponsored and overseen 

by the U.S. Department of Agriculture (USDA) and 

the local PRT, provides free technical assistance 

and fee-based mechanical field services (including 

plowing, tilling, and planting) and extends credit 

for seed and fertilizer to area farmers.430 The project 

was initially funded with $5.77 million from 

DoS,431 and follow-on work was funded by 

$4.5 million of the CERP, which has been used to 

install more than 600 drip irrigation systems and 

over 400 greenhouses in the community. This is the 

largest U.S.-funded agricultural project in Iraq,432 

with total membership of more than 800, growing 

at an average rate of 10% each month.433

USAID continued its work this quarter, spending 

$18 million in Iraq’s agricultural sector through the 

Inma agribusiness development program.434 Some 

examples of these recent investments include:435

months of the year returns to normal levels.415 Even 

under normal conditions, Iraq is highly dependent 

on food imports.416 Now two years into the drought, 

Iraq will again be forced to import more wheat, rice, 

vegetables, and fruits than it would otherwise.417 

Public Distribution System
The damaging effects of the drought, the short-

fall in domestic foodstuffs production, and the 

subsequent loss of income among farmers will 

likely be offset by Iraq’s Public Distribution System 

(PDS).418 With an estimated cost of $5.3 billion for 

2009 (9% of the GOI budget), the PDS is the largest 

food-ration program in the world,419 providing a 

safety net for approximately 2.8 million Iraqis who 

rely on the system for their basic sustenance.420 The 

heavy subsidization of food staples is often cited as 

a factor in distorting commodity prices and dis-

couraging domestic production and development 

of the agricultural sector.421 

Efforts to reform the PDS, first announced in 

August 2008, have been slow and have produced 

limited results. In a survey published in the most 

recent UN World Food Programme (WFP) report 

on food security in Iraq, the vast majority of respon-

dents oppose a proposal to transition the subsidy 

to a cash stipend, preferring the current basket of 

goods.422 Iraqis often trade unused items from the 

PDS basket for other goods,423 and would lose those 

tradable goods should the PDS be replaced with sti-

pends. Major reforms are unlikely before the March 

2010 parliamentary elections.424 But this quarter, 

WFP and the Ministry of Trade (which administers 

the PDS) signed a memorandum of understanding 

calling for both parties to work to improve the PDS 

supply chain through capacity training, technology 

transfer, and increased technical assistance.425 

In the 2009 GOI budget, the Ministry of Trade 

was requested to develop a plan to target the PDS 

to needy Iraqis and remove from the program 

families that earn the equivalent of approximately 

$1,300 or more per month.426 The GOI has taken 

steps of its own recently, reportedly removing 

73,000 government employees from the PDS roles 

One of two tractors provided to farmers in Ninewa province by the 
area PRT. Local farmers, economically distressed by two consecutive 
years of drought, had resorted to selling their equipment to help offset 
lost income. (USF-I photo)



80 I SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

RECONSTRUCTION FUNDING USES AND OUTCOMES

Foreign Direct Investment and Trade
The recent passage of amendments to the National 

Investment Law, a series of Iraq investment confer-

ences in Baghdad and abroad, and the outcome 

of the second auction for oil-service contracts 

continue to stir foreign interest in Iraq.443 

This quarter, businesses filed for 170 investment 

licenses—double the number filed last quarter—

although many of those applications have yet to 

result in licenses being issued.444 Some examples of 

large-scale investments in Iraq include:445

• Najaf Airport, a $40 million project funded 

largely by a Kuwaiti/UAE-based investment 

group

• a $120 million hotel in Baghdad’s International 

Zone, funded by U.S. and Iraqi investors, cur-

rently under construction and scheduled for 

completion by summer 2011 

This quarter, the International 

Monetary Fund (IMF) estimated 

that Iraq’s current account balance 

would be negative for 2009.446 If 

accurate, it would be the first year 

Iraq has run a trade deficit since 

2005.447 Iraq imports the majority 

of the foodstuffs and manufactured 

• training 308 Iraqi farmers in aquaculture 

techniques

• establishing 6 greenhouse training centers that 

provide technical assistance in producing two an-

nual crops from 2,600 greenhouses around Iraq

• sponsoring 35 industry roundtables and confer-

ences on livestock, horticulture, irrigation, 

aquaculture, food service, and investment

• assisting to develop business plans for 60 agricu-

tural businesses

Banking
Lending by private banks to Iraqi firms, as well 

as use of banking services by private citizens, has 

continued to increase.436 

This quarter, the DoD Task Force for Business 

and Stability Operations (TFBSO) obligated  

$8.9 million from its Industrial Revitalization 

initiative for improving Iraq’s banking and 

financial networks.437 Ongoing activities include:438

• supporting the AMWAL financial services 

consortium and its distribution of Visa- and 

Mastercard-compatible point-of-sale devices in 

Iraq’s major cities

• facilitating the establishment of an International 

Financial Services Association to help Iraqi 

banks with operations and governance stan-

dards, training, and best practices

• expanding the use of electronic funds transfer 

in Iraq

Currently, 43 banks operate in Iraq (7 of which 

are state-owned), with a total of approximately 760 

branches.439 The state-owned Rasheed and Rafidain 

Banks continue to dominate the Iraqi banking 

sector, with approximately 88% of deposits between 

them.440 Most foreign banks have a presence in Iraq 

via partial ownership of standalone banks.441

The Trade Bank of Iraq (TBI) announced at 

the end of November that it had contracted with 

Thomson Reuters for services to access interna-

tional foreign exchanges.442

International Trade Opens 
The Trade Bank of Iraq, owned 
by the Ministry of Finance, com-
menced operations in November 
2003. TBI was founded to enable 
Iraq’s international trade follow-
ing the expiration of the UN Oil 
for Food program.

ye
a

rs a
g

o
th

is q
u

a
rte

r
6

Source: IMF, Regional Economic Outlook: Middle East and Central Asia, 10/2009, pp. 55–57.
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USAID’s Tijara program had provided 

$34 million in micro-loans to 18,039 women 

as of mid-2009.452 Further examples of ongoing 

U.S.-supported women’s entrepreneurship include 

microfinance loan programs for women-owned 

businesses, training to promote literacy and com-

puter skills, small-scale agricultural and animal 

husbandry projects, as well as textile and seam-

stress training workshops.453 ◆

goods it consumes, financing this trade primar-

ily through the foreign exchange earnings gained 

from its oil exports.448 For details on Iraq’s trade 

balance, see  Figure 3.22.

Women’s Entrepreneurship
The U.S. government continued to support 

women’s entrepreneurial activities in Iraq across 

a wide spectrum of fields and social classes. This 

quarter, the Congress provided $10 million in bud-

get authority from the new ESF appropriation for 

the Iraqi Women’s Democracy Initiative, to build 

professional networks between female business, 

government, and civil society leaders in Iraq and 

their counterparts in regional countries.449

In December 2009, Ambassador Hill desig-

nated approximately $200,000 from the Ambas-

sador’s fund for a women’s employment project 

at a Kurdish Textile Museum.450 The project 

is designed to promote self-sufficiency among 

Iraqi women by promoting weaving as a liveli-

hood and preserving traditional handicrafts and 

weaving techniques.451 

The Deputy Chief of Mission for Transition Assistance, Ambassador 
Haslach (back row, second from left), meets with local women involved 
in the DoS-sponsored employment initiative at the Kurdish Textile 
Museum in Erbil. (U.S. Embassy-Baghdad photo)




