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Birds Eye View: Iraq’s Performance
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IRAQ INSIGHTS aims to consolidate and build

intellectual capital on private sector
development in Iraq. We aim to empower
stakeholders to address issues of access and
structural reforms on a diverse range of topics
impacting inclusive economic development.
Each month, Iraq Insights will provide its
readers with views and statistics, informed by
what our readers want to know.  To give your
feedback, please write to us at info@ideas-
sYnergy.net

Ideas sYnergy creates value by accumulating
and disseminating knowledge, providing
strategic support to development initiatives, and
introducing innovative ideas for scaling-up
private sector growth in Iraq
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"Do you think that 2011 will be better or worse
than 2010?", % of polled answering "better"
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Although hydrocarbons accounts for 90% of Iraq’s revenues and 55.3% of gross domestic product, the
Services sector as a percentage of GDP has been rising steadily, from 23.3% in 2003 to 39.8% in 2009.
Simultaneously, Agriculture as a percentage of GDP rose from 3.6% in 2008 to 4.8% in 2009, however its
current level is far below Iraq’s potential, referred to as the  ‘fertile crescent’ in the 1960s when Iraq was
a large agricultural exporter.  With the oil sector employing less than 2% of Iraq’s large labor force and
unemployment at 18%, productive employment is a major goal for a diversified and inclusive private sector
that balances national priorities and domestic potential with foreign investment opportunities in Iraq.

Iraq’s ranking in World Bank Doing Business sub-indicator ‘Ease of Getting Credit’ fell to 168th out of 181
countries, despite continued government and donor emphasis on financial intermediation. While
microfinance institutions, 14 registered as NGOs and present in all 18 governorates, have made steady
progress in delivering micro-credit (over 70,000 active clients with only short-term credit products) to the
un-banked and under-banked Iraqis, lack of a sustainable financial infrastructure for scaling-up delivery of
affordable and diversified financial services continue to stunt progress in the business environment.

Iraqis vote on whether 2011 will be “better” or “worse”?
According to 44% Iraqis, 2011 will be “better” than 2010, scoring higher than the United States, and European
countries Britain, Germany, and France.

The average Iraqi on the street feels morose about their
future, in particular the government’s failure to deliver
basic infrastructure, confounded by pernicious corruption.
However, some key emerging trends supporting “better”
view:
 The International Monetary Fund projected Iraq’s real

GDP growth at 12.2% in 2011 compared to an estimate
of 1% in 2010, and forecast non-oil growth at 5% this
year relative to 4.5% last year.

 Reverse Osmosis: While still small in number, Iraqis are
returning back due to greater economic opportunities
and improved security conditions in various pockets of
the country.

 Upward trend in GDP Per Capita and increased
consumption owing to higher disposable incomes.

Iraq Insights
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Transparency International's Annual Corruption Index Rank in Reporters without Border Index

Year Iraq’s Rank Total Countries Year Iraq’s Rank Total Countries

2010 175 178 2010 130 178

2009 176 180 2009 145 175

2008 178 180 2008 158 173

2007 178 180 2007 157 169

2006 160 163 2006 154 168

2005 137 159 2005 157 167

2004 129 146 2004 148 167

2003 113 133 2003 113 133

Access to Finance: Are Banks Bankable to Scale-up Intermediation?
The banking system is highly liquid with total deposits amounting to $33 billion in 2009. Bank liquid
reserves to bank asset ratio increased from 98% in 2004 to 156.6% in 2009, compared to 14% for Saudi
Arabia and 12.32% for UAE in 2009. According to Iraq’s Central Bank, total bank loans amounted to $5.8
billion as of June 2010 (this compares to around $22.4 billion for Syria and approximately $250 billion for
Saudi Arabia).

A steady rise in credit to private sector at 6%, highest since 2003, however it is far below Saudi Arabia, UAE
and Iran with over 50% private sector credit.
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The main source of bank revenue is not interest earned from loans: it is transaction fees for electronic
funds transfer and the processing of state-owned enterprise transactions, such as direct deposits and cash
disbursements. Most banks are risk averse and/or lack credit departments, further hampering their ability
to meet the credit needs of Iraqi enterprises.

Transparency, Corruption & Media Freedom: A Deteriorating Trend
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Foreign Commercial Activity in Iraq by Country and by Governorate
Country USD (M) % Total Governorate USD (M) % Total
Turkey 14,883 34.9 Baghdad 16,965 39.80%
Italy 5,292 12.40% Basra 14,702 34.50%
France 4,243 9.90% KRG 2,960 6.90%
South Korea 3,269 7.70% Karbala 1,738 4.10%
USA 1,997 4.70% Maysan 1,430 3.40%
China 1,736 4.10% Wassit 1,226 2.90%
UAE 1,318 3.10% Najaf 1,117 2.80%
Canada 1,247 2.90% Muthanna 682 1.60%
UK 1,215 2.80% Ninewa 633 1.50%
Australia 883 2.10% Diwaniya 479 1.10%
Russia 752 1.80%
Jordan 669 1.60%

By Sector, US$ 42,544 million
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Foreign commercial activity include investments, service contracts, and other revenue
generating activities that involve foreign-domiciled companies operating in Iraq

Foreign Commercial Activity in Iraq: 2010 Year in Review by Dunia Frontier Consultants

According to Dunia Frontier Consultant’s 2010
report on commercial activity in Iraq,
investments are becoming smaller scale and
more targeted, with the average deal size
falling from $683 in 2009 to $320 million in
2010.

United States’ commercial activity is touted to
increase after the conclusion of the recently
held Business Forum: Promoting Economic
Opportunities in Iraq in Washington, DC.
Speaking at the event, U.S. Secretary of State
Hilary Clinton reiterated the American
government’s ongoing efforts to establish
Consulate Offices in Erbil and Basra, as well as
the American Chamber of Commerce in Iraq.

Ideas sYnergy @ Iraq Business News: Supporting Entrepreneurship – The Challenge of
Translating Donor Mandates to Action
Most development agendas for Iraq putatively support entrepreneurship and the need to support private
sector development through its focus on the growing number of unemployed youth in the country.
Entrepreneurship is best supported through venture capital financing and investors targeting women in
conservative communities can achieve it better through Shari’a compliant Musharaka venture funds.
Grants, as the only financing scheme, are detrimental to the entrepreneurial spirit – almost a tempting
devil to fail. Standalone loans are mainly short-term in nature when entrepreneurs need long-term
financing. What venture capital financing brings in is not just the seed capital that enterprises needs with a
long gestation period, but also committed and efficient involvement from investors on operational,
strategy and networking support that will ultimately define the success of enterprises. (Click here to read
more)
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Ideas sYnergy, established in February 2011, is the first local Iraqi company with foreign-local ownership.  In June, we
completed a credit assessment market survey for USAID Iraq Financial Development Project, and are in midst of a
market research studying the FMCG supply chain in Iraq.

Our services reinforce each other and strengthen our understanding of business solutions for private sector
development in Iraq.

Financial & Business Advisory

For Companies: Streamline operating processes in Iraq,
improve local management, and increase overall
performance across diverse metrics.

Capital

Profit

Social, Environmental & Other Specified
Returns

Investors Enterprises

 Our Iraq-wide network and large team facilitate a
greater investment scope

 We bring a unique combination of financial
acumen and operational experience to bear

 We maintain a persistent focus on an
investment’s potential across a range of criteria:
financial, social, environmental and otherwise

Knowledge Advisory

Shaping private sector development through leading
publications, customized market research and the
conceptualization of workshops/events for promoting
dialogue.

For the Industry: Policy, DonorsFor Enterprises & Investors
For Individuals

 Our research and writing is infused with our
extensive experience as entrepreneurs and
professionals

 We are able to provide insights across sectors and
geographies by leveraging our networks and
multi-national team

 Our knowledge output is focused on the ways in
which users can build upon our information to
forge connections and shape outcomes

Flagship Project: MSME Musharaka Venture
Fund

Pioneering Venture Capital Islamic Finance Musharaka
Fund for Iraq’s Social Enterprises.

The Fund seeks to demonstrate venture capital
investments in Iraq that are Shari’a compliant, and
generate social and commercial returns:

 Identify entrepreneurial initiatives targeting low-
income and disadvantaged socio-economic groups
in rural and urban Iraq.

 Educate entrepreneurs about venture capital and
provide initial risk capital.

 Unleash entrepreneurial energy focused on
bottom quartile to create sustainable and scalable
businesses by providing support in operations,
strategy and networking.

Flagship Project: Career Days

Approximately 28% of Iraq’s youth are unemployed,
with most of the 450,000 new entrants into the labor
force unable to secure jobs.  On the other hand,
companies coming to Iraq face the challenge of finding
ambitious and promising students for their offices in
Iraq.

 Connecting young graduates and Iraqi
professionals to the private sector in order to
enable young people to discover and develop their
potential, and to provide leadership for a positive
impact on society.

 Career Advisors work closely together with
students in preparing them to potential
employers. Workshops include resume building,
interviewing etiquette, and mock-interview training.

Ideas sYnergy
Profile


