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PREFACE

The introduction of modern technological innovations and the rapid rate of economic
development in many countries throughout the world have presented a new challenge to
Iraqi management due to an increase in the level of competition in national and
international markets. Competition has become so fierce that developing countries
have been forced to realise that if their industries are to survive, they must also
endeavour to compete at national and international level. Increasingly, the most
important initiative that must be taken is to re-orientate basic strategy and replace
inefficient organisation so that growth opportunities can be seized to ensure economic
survival. A recognition of the benefits to be derived from international trade has led to
managerial emphasis upon cost control, careful cash flow monitoring the limitation of
risks and the exploitation of any comparative advantages for the benefit of the
domestic market, the consumer and the country. These key factors and essential
elements of effective business conduct require coordination, a commercial outlook and
a readiness to appreciate that these variables constitute a secondary line of priority in a
time of expansion. Government control seems to be an important prerequisite for
industrialisation but will not in itself be sufficient to achieve the desired result. The
new essential requirement and primary objective is to concentrate efforts internally
and externally on taking advantage of market opportunities and taking steps to meet
changing consumer requirements. If Iraqi industrial and business firms are to enjoy
the full benefits of an improved economic environment, it is necessary for the
management of firms and all those acting at an official level to reconsider and re-
evaluate the traditional methods of doing business, and out-of-date marketing
techniques in the interests of marketing effectiveness, and to refashion current
practices in the light of the new environment so that improved performance will be
achieved in the future. By doing so, the level of competition between local industries

will increase and competitiveness in international trade will also be enhanced. The
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current situation does not help to promote the international success of Iraq national
economy. Yet achieving a certain level of competition is a prerequisite for successful
and profitable growth. Thus the use of aggressive marketing methods should be the
main concern of management, since professional marketing skills have a vital role to
play in revitalising business activities. The need for awareness of these requirements
by the central planners and local management provides the motivation and the
rationale underlying the present study.

This thesis will deal with the status of marketing in Iraq in general and in the food
industry in particular, by examining the activities of all those involved, starting at the
farm level and ending at the factory where the produce is made ready for consumption
in the markets. In the course of the study, executives in the firms visited are addressed
by means of a questionnaire and intensive interviews which are intended to reveal how
marketing is practised in the food industries, in order to propose possible courses of
action and the adoption of new approaches pursued in other countries where conditions

are similar to those in Iraq. God willing, this study may provide a key to successful

marketing in both the domestic and foreign markets.
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ABSTRACT

The rapid growth of the agricultural marketing activities of the public sector in Iraq has
furnished a backlog of experience which, if refurbished, may help to establish policies
that would guide future activities relating to agriculture. Thus, one of the thesis
objectives is to provide individuals concerned with planning, execution and management
of agricultural marketing and agro-industrial activities, with guidelines for
identification, formulation, evaluation and implementation of programmes which could
be realistically adopted.

The objective of this study is to help development policy-markers and planners in
Iraq evaluate proposed changes in the food marketing system by enabling them to
compare and contrast different alternatives in terms of efficiency for producers,
consumers and intermediaries. A review of the present situation is given to indicate how
better efforts and policies can be strengthened. Thus, a priority of this thesis is to bring
attention of the central planners towards the importance of marketing in an attempt to
improve present policy by expanding awareness in influential circles of what it means,
who is involved and how it operates.

In addition to an analysis of secondary data the thesis describes the collection and
evaluation of empirical information obtained through field research in Iraq. As the food
marketing structure in Iraq is a mixture of traditional types of institutions and modern
ones which operate mainly in the city centres, an evaluation of the various food and
agricultural marketing institutions of Iraq is therefore undertaken. The thesis aim is to
facilitate an understanding of how and why the various institutions operate in the local
and foreign markets. This has determined the extent to which existing institutions can
or could contribute towards a significant improvement in the food marketing system.

In spite of voluminous writing on the subject of marketing in developing countries,

none have yet written a critique of official policy on marketing of agricultural products
and the food industry in Iraq.
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Executive Summary

The increasing trend towards consumerism is unmistakable. But to serve the
individual best, such movements must be based on sound judgements and reasoned
scientific principles, such as the application of the marketing concept, rather than on
the often emotional compromises of opportunistic politicians and businessmen. The
cost of food to consumer is the sum of the cost of all operations involved in of producing
the food, processing, preserving, packagaging, and storing it until it is needed;
transporting it to the consumer and financing all of these activities, including risk
bearing.

The literature review reveals that the processing industry in Iraq has not been
studied. Thus there is an urgent need for a study concerning the adoption of the
marketing concept by the Iraqi food industry. In most developing countries, including
Iraq, agricultural progress and prosperity have still to be achieved. One of the aspects
which stifle the required initiatives is the negative attitude of all concerned and the
lack of modern marketing management practices. Thus this research attempts to
provide a picture of the practices employed within the agricultural marketing system in
Iraq to demonstrate that the techniques (i.e. those based on the marketing concept)
practised in the field of business can be adopted and adapted to the needs of the
agricultural and industrial sectors in Iraq simultaneously to achieve the level of
success in the nation's economic development which is enjoyed in the industrialised
countries. Thus the subject of the thesis is concerned with the extent to which the
marketing concept is applied in Iraq's food industry at the farm level and continuing
right through to the food processing industry. Improvements in agricultural
productivity are required since farm produce in Iraq represents the raw materials

required by the food processing industries. The thesis contains nine chapters.
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In Chapter One, a brief outline is provided of the historic emergence of the "State of
Iraq", its economy, its agriculture, the ecology of the country, the development of
industry, the rate of oil production, and the main developments in Iraq from 1958-
1968 and from 1968 to the present time. This chapter explains how the Iraqi economy
is largely dependent on oil revenue and consequently the governmentS has
concentrated on the industrial sector at the expense of the agricultural sector. This
chapter also explains that the Land Reform After 1958, completely upset the social and
economic life of the farmers, as the decline of the agricultural sector adversely affected
Iraq's economy. Also as agriculture became increasingly unprofitable, farmers no

longer stayed in the rural areas, being forced to migrate to the towns seeking additional

income to enable them to survive.

Chapter One is divided into twelve sections. Consideration is given to what can and
will be done with capital flows from oil within the economy. Nevertheless, agriculture
has hardly been neglected. In the Introduction and Sections 1 and 2 of the Chapter, the
researcher concentrated on those aspects of development of the State of Iraq since 1920
until the present time, which might be crucial in determining the shape of Iraq's
economic activity. Consideration of the two major existing economic sectors, aside from
oil, namely, agriculture and industry, follows. Agricultural production has declined
despite the increase in legislation and investment in this sector of the economy (see
Sections 3, 4 and 5). The role of planning and its problems were mentioned in Section 6.

Sections 7, 8 and 9 are devoted to the lrnportancé of the oil sector, foreign trade and
production characteristics respectively. Oil to the Iraqi economy is providing, and
continues to provide, the bulk of the capital upon which development expectations
throughout Iraq are based. Sections 10, 11 and 12 focused on three distinct concerns
related to agriculture, namely, marketing infrastructure, wholesale and retail trades'

performance in Iraq, and urbanisation trends, in order to know something of the

country's requirements now and in the future.
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The available statistical data in this Chapter is used as a basis to hypothesise that
there is a link between declining agricultural production and the enacting of the 1958
Land Reform Law, also that substantial improvements are required in the level of

cooperative management.

CHAPTER TWO outlines briefly the purpose and aims of the thesis, with
special reference to the empirical investigation, and discusses the main hypotheses

proposed in this study.

Chapter 3 presents a review of the literature on marketing in agriculture and
deals with the descriptive, analytical and evaluation aspects of the subject, based on
fleld research conducted in Iraq. Following consideration of the current problems
affecting agricultural marketing, the prospects for agriculture in the future are
examined. Detailed study of these marketing problems focuses on the reasons

underlying the decline in agricultural productivity in recent years which has been

characteristic of most developing countries. It is emphasised that marketing is a

concept which can be applied to agriculture as well as to industry. In this chapter we
also consider the particular elements in the agricultural structure together with the

farming environment and its effects on the behaviour of farmers in most developing

countries including Iraq.  Six sections make up Chapter 3. Section 1 explains the

unawareness of, and lack of understanding of, the marketing concept in agriculture as a
vital element in the economy. The remaining sections are devoted to issues of marketing

in developing countries in general and in Iraq in particular, emphasising the significant

level of government intervention in marketing in Iraq.

In Chapter 4 , the implications of the marketing concept and its applicability to

the Iraqi economy are considered. The literature review of marketing and economic
growth which is presented demonstrates the effect of sound marketing practices on the
process of economic development. It is pointed out that marketing can make a

considerable contribution to the economic growth of countries, most of whose resources
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are scarce, a situation which is typical of developing countries. These aspects have been
neglected by the Iraqi economic planners, who have devoted their attention to
production rather than marketing. Agriculture for most developing countries
including Iraq, represents a staple source of food and raw materials for the other
sectors of the economy. Improvement in this sector leads to an increase in the
purchasing power of farmers and a higher standard of ltiving. If a surplus exists, this
represents export potential by means of which the economy can be greatly improved.
Chapter FIVE concentrates on the main problems affecting the level of agricultural
production. These were referred to earlier in Chapter One, particularly Land Reform.
Most governments in the developing countries, including Iraq have enacted a Land
Reform Law in an attempt to reduce the influence of feudalism and to liberate the poor
farmers. But lack of appropriate equipment and the necessary managerial skills,
which were prerequisites for the successful implementation of the law, resulted in
fatlure to achieve the targets aimed at by the authorities. Following the Land Reform
Law, the cooperative movement was supported initially by the government in order to
exercise its control and influence over the market. However, this also failed to achieve
the expected results for the reasons mentioned above. Other adverse circumstances

affecting agriculture are also discussed in this chapter.

Chapter 5 is groups in two main sections. The first section considers the need for
Land Reform in Iraq, the types of changes which were introduced, and the merits and
demerits of these changes in the light of recent experience. In this section, the hypotheses
related to the decline in agriculture and the level of efficiency of management
cooperatives. Its main features are the existence of cooperatives whole role and
performance are examined. The reactions of farmers in different circumstances to
market impulses may well offer some basis for predicting the success of political and
€conomic policies aimed at improving social, economic and technical elements of the

rural areas for the future. Section 2 highlights the role and importance of credit in rural

areas. Also, it analyses the forces affecting the suply of and demand for credit, and the
role of the Agricultural Cooperative Bank in Iraq.
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Incentives that would encourage farmers to continue working on their land have
not been made available. No incentives have been offered to increase production or to
help farmers to sell their produce. This is the situation in Iraq. Chapter SIX therefore,
pays particular attention to this issue, namely the provision of price incentives. This
chapter discusses in detail the factors affecting pricing such as the nature of the
produce, elasticity of demand and market infrastructure. The formulation of a pricing
policy would benefit farmers, consumers and retallers and reduce the influence of
middlemen and wholesalers. When a price policy is pursued that reflects the farmers’
interests, they will no longer leave their land, abandon agricultural pursuits and
migrate to urban areas. .

Chapter 6 consists of 11 sections. The central theme of this Chapter is that while
pricing has many aspects, is cannot be fully effective unless it is customer-oriented.
Section 1 is devoted to a critical review of existing pricing practices, and Sections 2-9
cover the methods whereby customer attitudes and behaviour can be explored. Sections

10 and 11 are devoted to the revision of the prices of established products in the firms
visited.

The above five chapters, which are mainly of a theoretical nature, enable us to
identify the problems affecting the agricultural industry in Iraq. Chapter Six moves on

from theoretical discussion to deal with the practical aspects of the thesis, based on the
field work.

The government, having recognised that the marketing system was highly
unsatisfactory, made an attempt to intervene directly by controlling the distribution
and marketing of agricultural produce in the local markets. An assessment of the
degree of success achieved by this intervention is undertaken and certain suggestions
for improving the level of success are proposed. The chapter also discusses the
marketing of three main products, namely dates, grains and fruit and vegetables, which
affect the economy in different ways. For example, dates are the country's leading main

source of revenue in the non-oil sector as Iraq is the world's leading exporter of dates.
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This clearly indicates the importance of this product to the economy. On the other
hand, Iraq has begun to import the other two products, namely grains and fruit and
vegetables. The reasons underlying the decline of agriculture and the problems of

marketing prevailing in Iraq will be discussed in Chapter Seven, the case study chapter.

Chapter 7 consists of four sections. Section 1, assessing the role of middlemen and
their performance of marketing functions, and identifying deficiencies in the
agricultural marketing system. Sections 2, 3 and 4 highlight the practices of marketing
three products in the local market, namely fruit and vegetables, dates and grains
respectively. All sections start uniformly with an introductory statement of the problem.
This leads, then, to policy recommendations presented in the Summary and Conclusions
of the Chapter. Finally, suggestions for possible future work are indicated, in order to
improve the marketing of these products in the domestic market and even abroad.

Chapter Eight which may be. regarded as complementing Chapter Seven, is devoted
to a discussion of the findings of research survey based on a selected sample of firms in
the food industry in both the private and public sectors. The extent to which the
marketing concept has been adopted will be examined. Some of these firms have been
involved in export activities. Consequently their approach to the marketing concept is
different from that adopted by firms who are not engaged in exporting, although every
firm should be aware of the importance of satisfying consumer needs and wants. The

investigation of attitudes to the marketing concept was carried out by means of a

questionnalire.
Chapter 8 is grouped In 4 sections. Section 1 explores some of the relevant issues

which face the food industry in Iraq when planning and developing consumer products

take place. Consumerism is useful for identifying genuine needs to be followed by the
allocation of development resources. The last 3 sections represent for the sample
selected, the level of awareness which has been achieved in applying the marketing

concept. Section 2 describes the nature and scope of marketing research in the firms
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visited. The researcher believes that for an effective strategy to bring about meaningful
marketing, reform must start with a comprehensive diagnosis of the specific and
remediable ills of existing markets at national as well as regional levels. The section
begins with ‘the identification of the problems and opportunities, then systematically
discusses the management of marketing research and concludes with a view of what
firms might do in the light of the recent and future direction of marketing research
actlvity.

Section 3 is divided Into six subsections. It covers the advertising and promotion
environment from an economic, behavioural and legal point of view in Iraq. It examines
the creation and production of the advertising message in various media, analyses the
problems involved in selecting the right combination of media to carry the advertising

message to the target market.

Section 4 examines the nature and scope of packaging in the Iraqi food industry. The

section sheds light on the economics of this marketing mix.

The final chapter, Chapter Nine, which is based on the previous discussions and the
research findings, attempts to propose a type of agricultural food marketing system so

organised that it will enable food of a higher quality to be provided at a lower price by

improving the level of productivity in agriculture. Finally, certain policies are

recommended in order to improve the defects in the existing food marketing system,

and to enhance the reputation of Iraqgi produce in foreign markets.

The most important policy recommendations in Chapter 9 are:

With the recent slump in oil prices, Iraq has to learn a lesson. One of the main
conclusions of this study is that the economic planner in Iraq must concentrate on other
sectors of the economy rather than ofl. The economic planner should concentrate his
efforts on achieving a balance between agriculture and industry. Sucyh policy must be
implemented in a logical fashion and not arbitrarily as in the past

Thus, marketing tends to be regarded as a minor rather than a complementary sector.
The marketing process has thus become time-consuming and costly and associated risks

have increased. To gain the full bewnefit of the industrialisation process, production
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output must flow to the consumer. Therefore, attention should be paid to the role of
marketing, although the importance of icnreasing production in both the agricultural
and industrial sectors is well understood (Page 1.92).

Most Iraqi farmers do not have the means to buy all the inputs essential for

agricultural production. Incentives and agricultural (prerequisite should be made

available and easily accessible to the farmer at reasonable prices (see Page 84) . Thus, if

the cooperative movement in Iraq is to succeed, both in §conomic and political terms,

more attention should be paid to the level and nature of market demand. This involves

gathering information about consumers and the employment of competent management
{see Page 297).

With reference to price stabilisation in Iraq, the researcher believes that an
appropriate balance between supply and demand over a given period for a particular
agricultural commodity can be achieved by introducing effective cold storage facilities
and other storage services. What is needed also is market price information and data to
help in forecasting the availability of a produce, prices and expected consumption levels
(see Page 298),

Increased government control of the economy has led to a lack of initiative and

freedom in executive management decision-making and this has inhibited the

development of managerial expertise. Variations in harvesting yields caused by external
conditions, combined with an increase in the population, emphasise the urgent need for a
state system for the procurement of agricultural/food products, inventory holding and
the physical distribution of produce. The increases in per capita income and the
potential increase in productivity made possible by the various means referred to in our
discussion, call for a marketing system capable of handling products in the future and an
appropriate flexibility to respond to consumer preferences (see Chapter 7, Section 3).

It has to be stressed that the food industry in particular suffers from a lack of skilled
management in terms of both experience and education. The governemnt really has to

rely on its Universities to promote the modern concept of marketing. The serious
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shortage of marketing-oriented executives seems likely to continue for sometime. Thus,
the Iraqi firms need to rebuild their organisational structure. Their image and their
attitudes is crucial, since production orientation dominates the approach of most of the

executives in the firms visited (see Chapter 8, Section 1).

At the end of the thesis, Appendices contains case study data, derived from the annual
reports of the firms visited. These appendices provide detailed descriptions of the data,

including the strategy of the government toward agriculture (i.e. Appendix 1).
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Chapter One

State of Iraq - The Economy, Agriculture, Industry

Introduction: The Ancient Iraq
The Republic of Iraq is situated in the South West of Asia and is part of what is known

as the "Fertile Crescent”. It is also a part of the Arab Nation, bound on the North by

Turkey, on the East by Iran, on the West by Syria, Jordan, and Saudi Arabia, and on the
South by the Arabian Gulf and Kuwait. .

The area of Iraq covers 438,446 sq. km., divided administratively into eighteen
provinces or Governarates, and two deserts, the Northern and Southern deserts,
together with the Jazeras constitute as much as three-fifths of the country's area
270,000 sq. km,

Iraq was formerly known as Mesopotamia, which means the ‘Land between two |
rivers'. The two rivers enter the country from the North and North West, and traverse
the whole Northern area forming an alluvial valley and converging just North of
Bagdad, the Capital, south of which they separate again soon to be almost lost in lakes
and marshes. The remaining water runs together at Qurnah and flows as the Shat Al-
Arab waterway into the Arabian Gulf. Since World War II, Iraq has had a separate
political identity but in the past, the country has nurtured some of the very earliest of
~ the world's recorded civilisations.! .

From the time of the earliest settlement by the Sumarians, nearly four millenia
B.C., éach successive settlement until the 11th Century A.D. made a unique contribution
to world ctvilisation. Settled agricultural production was first attempted some 8,000
years ago in this country of the two rivers, the Tigris and the Euphrates. _ Sbrnc of the
world's first cities, Ur, Babylon and Nineveh were bullt here, supported by a flourishing
agricultural econommy. It was in this ‘Land of the Abbassid Caliphs' during the 9th to

11th century A.D. that all ancient thoughts and experiences of various nationalities -
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Greek, Persian and Indian - were accumﬁlated. synthesised and further developed,
hence forming the foundations of most modern sciences.? At that time the Iraqi
population was over 40 million and the staple industry was agriculture. In the 13th
century, occured the last of the country's series of large scale destructive invasions, this
time carried out by the Mongols. The damage was never repaired by the Ottman Turks
who superseded the Mongols in the 16th century. Thus, for four centuries before the
First World War, Irag was a neglected and poverty stricken outpost of the Turkish
empire.3 From 1921 to 1932, Iraq was under the British mandate. The tuming point in
the history of modern Iraq came with the overthrow of the monarchy on 14th July
1958, when Iraq became a republic. Iraq's hopes for the future and her economy
assumed a new character, and the first comprehensive plan for the country was
embarked upon in 1970. |

This chapter seeks to {llustrate the steady progress towards development pursued by
the present government and the effectiveness of its political leadership. The Iraqt
economy has developed at a higher rate since the revolution of July 1968. Per capita
income has increased many times since that year, rising from ID90 to around ID1157 in
1980.

This chapter also seeks to pinpoint the landmarks in Iraq's economic development
and to determine its major sources. It presents an historical review of the main
features of the Iraq! economy which involves a study of the development plans
introduced after 1958. This is followed by a closer study of two main sectors within the
economy - oil and the manufacturing industry - and considers their role in Iraqi
economic development. -

The Appendix {s concerned with Bath Socialism. It considers in what way its

political objectives can determine the structure, prospects, and positive achievements

of the Iragi national economy.



1.1 The Iraql Economy - Structure

The Iraqi economic policy is based on the belief that Arab Socialism founded on Islam
can achieve equality throughout the population and prosperity for the country, by
means of a variety of state organisations,? (i.e. through the supervision by these
organisations of the financial, industrial, transport, and commercial sectors). As a
result, economic activities have become increasingly centralised. As we shall explain
in another chapter, the government, through a process of land reform, has officially
allocated small plots of land as a means of helping poor farmers, but the disadvantage
of this measure outweight its advantages. In this section, the Iraqi economy is divided
into two periods. the first being from 1954 to 1972, the second starting in the latter year
where the oil price increased, which had a tremendous effect on the economy generally.
All the important aspects of the economy will be examined briefly to shed light on the
economic situation. Growth levels, agriculture, industry, oil, and foreign trade are
reviewed in turn.

Oll plays a leading role in financing investments in the public sector, being the
government's main source of revenue. Huge increases in oil production have
transformed Iraq's economy, the most important change having taken placo in the
provision of government services which have been greatly expanded. Before the
nationalisation of the oil industry, oil revenue had no significant effect on economic
growth but its contribution to development plans has increased in successive years,
rising from 56% to 69% during each of the periods 1961-1966 and 1967-1969, and to a
Peak of 86% in 1982. The high level of oil revenue up to 1984 has meant that the present
government does not race many of the problems whlch umit growth In othcr devcloptng
countries Since 1973, the government has been the prlnclpal promoter of economic
devolopment. playtng a major role in terms of production and investment, acting either

alone or in conjection with private enterprise.



Until 1968, the Iraql economy was out equated. The contributions of the
agricultural, industrial and transport sectors to the Gross National Product were small.
At this time, the ofl sector was completely isolated from other branches of the Iraql
economy. A report prepared by the United Nations clarified the relationship between
the domestic economy of the oil-producing countries and the ofl industry as such. The
articles of the oil companies granted them f{reedom to opere{te in complete isolation
from the economies of the Middle East. Production was therefore governed by
international rather than domestic conditions. Moreover, the companies themselves
supplied and owned the means of distribution, including the oil pipelines and the ol
tankers that fransported Middle Eastern oil to the markets in Western Europe and the
rest of the wvorld. Consequently, the effect of oil operations on the economies of these
oil-producing countries was essentially indirect and th‘e profits were limited.S
Therefore the Iraqi economy was characterised by the following:

1. Complete domination of oil resources over other sectors of the economy.

2. A high level of consumer goods imports which flooded the Iraqi market, thus

inhibiting the development of a competitive, domestic industry.

3. Neglect of comprehensive economic, social and cultural development,

4. A serious defect in the foreign balance of trade which suffered a pcrmaneht :

deficit.

5. Alow rate of economic growth and low level of national income.

6. - Imbalance between various sectors of the national economy.

" Thus, the Iraqi écondmy exhibited the main chéracteristics of undcrdevc]oprricnt
and dependenée prior to 1968. The year 1968 could be considered as a turning point for
the Iraqi econdmy, and as the beginning of a new era in the history of modem vlraq.
There are many reasons for this, the niosf important being the desire of the government
to give economic control to the Iraqi people. | The rise in oll prices in 1973 orily served to

increase this desire. The government devoted attention to economic, social and cultural
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transformation. Various branches of the Iraqi national economy witnessed radical
changes.

It was at this time that oil resources were liberated from the control of the
multinational oil companies and placed under the sovereignty of Iraq. This meant they
could now be part of a comprehensive development programme.

The main objective for Iraqi agriculture in the short term was to achieve self-
sufficiency in food and in the long term, to export agricultural products as had been
done before 1958. Reclamation work, involving land clearance, and the construction of
irrigation systems, was expected to provide 11 million extra donums.

The main 'objectlvc for industry was to promote the industrial sector by completing
unfinished projects and by building a strong industrial base. It aimed to raise
production in the industrial sector by an annual compound average of 14%. This was to
be achieved by promoting the forces of production which would involve adapting
modern technology and increasing the efficiency of the workforce, through manpower
training. Productive efficiency could also be raised by expariding and diversifying the
export base thereby increasing markcting opportunities. Other objectives were to
insure the efficiency of the distribution, transport, communication and storage sectors
which were to be expanded at an annual compound average of about 10%. Besides
encouraging farmers to increase their production, efforts would be made to relieve
bottlenecks in the distribution process caused by, for example, inadequate methods of
transport or uncertainty concerning future supplies. It seems that the government
strategy aimed at creating a certain 'degree of balance in the development of the various
economic sectors wishing to effect a balance between consumption, savings and
mvesunent and to break out of the "vicious circle of property” especially in the case of
farmers through an increase in domestic savings.

The above discussion in this section reveals an important characteristic of the

economy in Iraq which is relevant to our research, namely that although the

6



agricultural sector supplies domestic industries with raw materials it has remained V
backward compared to other sectors, the avérage annual rate of icnrease being only
2.2% over a ten-year period, whereas the proposed target was to achieve a‘ 9% annual
increase. Also the trend of dominance by the consumer industries continued and most
61' the industrial sector's broducts continued to depend on the agriculturél sector for
supplies of cotton, and tobacco as well as foodstuffs. Thus, industrialisation means
transforming the country from an underdeveloped égrarlan economy to a developed
agro-industrial economy, thus allowing the industrial sector to play a greater part in
national income generation, consequently the industrial sector was intended to play a
vital role in the future. It would help to promote the type of agricultural development
required to increase productloxi. It would contribute to the dive‘rsification of
production by procé:ssing domestic raw materials and agricultural produce, and thus
potentially a wider export structure. It would move towards import substitution by
meeting increased demand in the local markets for manufactured goods for both
production and consumption, and finally, from a political point of view, it would create
the infrastructure required for an advanced national economy within the framework of
policies based on Arab-coordination and integration,

The present government has an important part to play in promotlng the industrial
sector as the leading sector of the national economy. Thus a significant development
has taken place in the industrial sector. Table 1 represents a comparison between some

important items developed in the period 1975 to 1985 in the local industry, all of which
llustrate the importance of the public sector.

1.2 Gross Domestic Products

Table 2 shows the gross domestic product trend for the period 1971-1975 in the
¢conomic sector. The overall growth was 9%. The agricultural and mining and

quarrying sectors account for the greatest part of the overall increase, together
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Table 1

Some Important items produced in Iraq: 1975, 1983
Item Unit 1975 1985
Dairy Products Ton 31.0 99.0
Vegetable Oil 1000 tons 89.0 ©165.0
Soft drinks 1000 Bottles 442 770
Sugar : Ton 157.0 "~ 68.0
Woolen blankets No(000) 654 2883
Leather shoes 1000 Pair 2720 3508
Cement Mill Ton 2 8 -
Air coolers Number{000) 33.0 205.0
Refrigerators " 40.0 160.0
01l Stoves " 200.0 .104.0
Television " + 25.0 145.0
Various Fans " 92.0 275.0
Prosessed dates Ton(000) 58 50.0
Passenger Cars . Number 152.0 71.0
Trucks ‘ " 1798.0 235.0
Bicycles "(000) - 43.0 © 105.0

Source:

Ministry of Planning, Accumulative Statistics, 195,



Table (2) Distribution of Gross Domestic Products According to .
economic sectors for the years 1971 - 1975 (at Current price) ID. Million

Sector 1971 1972 1973 1974 1975
Agriculture & Forestry 2125 269.4 225.9 232.1 297.3
Mining & Quarrying 512.9 407.3 - 574.3 2030.7 2287.7
Crude Oil 507.8 400.0 563.4 2022.7 2279.0
Others 5.1 7.3 10.9 8.0 - 8.7
Manufacturing Industries | 118.5 140.0 . 157.6 . 176.1 238.5
Construction 436 45.2 57.6 69.1 91.3
Electricity & Water 119 13.7 16.0 13,7 17.7
Commodity Sector 8394 875.6 10314 . 2521.7 29325
Transport &

Communication 797 85.9 88.5 1241 157.6
Wholesale & Retail Trade 944 - 102.6 115.2 168.9 194.9
Banking & Insurance 206 20.0 20.5 44.2 60.2
Distribution Sectors 1947 208.5 224.2 337.2 412.7
Ownership of dwellings | 545 | 563 58.8 74.7 80.5
Public Administration - 131.7 136.0 154.5 261.4 372.6
Services 047 1124 118.6 152.7 172.2
Services Sector 2809 304.7 331.9 488.8 625.3
Gross Domestic Product ‘ ' ‘ '

at factor cost 13750 1388.8 1587.5 3347.7 | 3970.5
Compound growth from ,

1971 - 1975 e ' 9.0
Agriculture Compound

growth ‘ ' C 250
Mining & Quarrying 27.0
Annual Manufacturing : ‘ ,
sector 12.0

Source: Compile, Annual Reports, Ministry of Planning. (1971 - 1975).
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contributing 52% of gross domestic products in 1975. The manufacturing sector came
next with an increase of 12% over the base year 1971. If such increases are maintained,
they may help to reduce the béttlenecks which impede full utilisation of available
resources. If this continues over the long term there is the possibility of Iraqi industry
Being able to meet locél requirements or even to engage in exporting. Finally, the
distribution sector mcludmg‘both the wholesale and retaile trade contributed about
11% (where fhe average annual increase has been about 10% since 1953).

The 1963 annual report of the Ministry of Planning shows that between 1954 and
1958, the gross domestic products increased from ID374 million to ID484.7 mﬂlidn. an
average annual compound growth rate of 6.7%. During this period the main three
sectors contributing to the gro“rfh rate were the manufacturing industry with 13.9%,
construction with 14%, and transportétion and communication with 8.5%6. whereas
from 1959 to 1963, rnaking> the biggest Confributlon to growth sectors Wére
transportation and communication. manufacturing industries, and the wholesale and
retail trades sectors, while during the same peﬂod the c‘ontributlon of the construction
sector dropped from ID82.7 million in 1959‘ to 70.3 million in 1963, representing a
decline in grdwth rate from 14.7% to 9.1%. A comparison of statistics from previous
year shows that the annual growth declined from 9% in 1979 to 4.4% in 1984 due to the
war conditions that affected the country.? Table 3 shows that the national income
decreased from ID15323.0 million in 1980 to ID11452.1 million in 1984, the annual
rate of decrease being 9%. This trend is also llustrated in other areas - per capita ;
income decreased from ID1157 in 1980 to Ib760 in 1984, Table 4 shows that the Gross
Domestic Product decreased from ID15647 million in 1980 to ID13626 million in 1984.
representing an annual rate of decrease of 28%. The commodity sector constitutes 35%
of the gross domestic produci in 1984, while the public sector represented 65% of the
gross domestic product. The distribution sectors contributed about 23% of the gross

domestic product in 1984, while the public sector accounted for 58% of the gross
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Table 3 ¢

National Income at Current Prices and Per Capita Income .
for the Years 1980 - 1984

The Year e Per Capita fricome National Income
1980 1157.4 15232.0
1981 736.3 | 10064.9
1982 | 731.0 ' 10321.2
1983 ‘ 7280 10619.6
1984 760 114521

Source: Ministry of Planning, 1985,

Table 4 : ‘
Gross domestic Product at current prices and personal share from GDP
o 1980 - 1984 ;
The year Personal share from = GDpP
GDP (ID) ’ Million. ID
1980 ' 1181.9 15647.2
1981 | 820.5 : 11215.9 .
1982 . 890.0 : Dy 12554.2
1983 854.3 12461.4
1084 9040 | 136258

Source: ’ Mmistry of Planning, Annual Report, 1984.
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domestic product. The services sectors represented 21% of the gross domestic product in
1984 while the public sector accounted for 77% of the gross domestic product. For
details of these sectors, see Table 5. Table >6 shows that the Gross Fixed Caintal total
increased from ID3471.5 million 1n 1980 to ID5697 million in 1982 at an annual rate of
increase of 28%, then declined to ID3642 million in 1984. The annual rate of growth for
1982-1984 was 20%. The public sector accounted for 76% of the gross fixed capital
formation realised in 1984. Thus the percentage contributed by the private sector

distribution was 24%. The obvious interpretation to these changes is due to the present

circumstances of the country.

1.3 - Agriculture in Iraq

Until 1958, the Iraqi economy was antiquated. The contribution of the agricultural
sector was more than the contributlon of the industrial sector in the cconomy. ;
excluding oil. During this period of time, the agricultural sector in Iraq was
characterisedtby feudal_ism. within which system the majority of farmcrs lived in
shanty iOWﬂS and suffered from poverty, ignorence and disease. Their qualit)‘ti of life

was low, The agricultural and animal censusof 1959 indicated the following:

1. 3,418 landlords were tn'control of 15.9 million donums {1 donum = 0.6

acres), i.e. 2% of landowners owned 68% of the agricultural land.

2. 144,000 landowners owned 2.4 mﬂlion donums, L.e. 86.1% ‘oil' landlords
did not own ln total more than 10.5% of the agncultural land.
- 3. The number of landlords who each owned between 100 and 1 000 donums
barely exceeded 20,000, {.e. 11.9% of all landlords.
4,

Approximately 14% of landowners owned a total of 5 million donums,

90% of tillable lond {see also Chapter 4).
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Table 5:

Distribution of Gross Domestic product by Economic Sectors at factor
cost for the years 1980 - 1984 (M.ID). :

Sector 1880 1981 1982 1983 1984
Agriculture, Forestry 741.9 955.5 1309.6 1413.6 1951.8
and Fishery HERI o v .
Mining and Quarrying 9647.5 3295.0 2945.0 2863.8 2349.4
Manufacturing Industries| 709.0 717.1 | 9498 088.6 1340.0
Construction. 1135.6 1721.7 2102.3 1839.1 1300.0
Electricity And Water | 495 | 92.4 106.0 1243 | 1527
Total commodity Sectors |12283.5 6781.7 | 7412.7 7229.4 7993.9
Transport,communication 667.2 782.6 | 807.9 801.7 .. 827.5
and Storage

Wholesale And Retafl, 8114 11273 1490.1 1565.0 1560.5

Hotels

Banking & Insurance 2742 394.4 380.3 533.4 . 854.9
Total Distribution sectors| 1752.8 2304.3 | 26783 2900.1 | 32429
Ownership of dewelling | 376.8 416.9 459.6 509.1 547.3
Social And personal 1381.6 18475 22214 2256.6 2452.2
Services ' «

Total services Sector 1758.4 2264.4 | 26810 2756.7 2999.5
Gross domestic Product 15794.7 11350.4 1v2772.0 12895.2 14236.3
at factor cost by sectors. . . S - '
.Source: ~  Ministry of Planning, Annual Report, 1984.

‘ "+~ _ Table 6: '

Gross fixed Capital formation at Current Prices 1980 - 1984 (ID Million)

‘The Year | Total Valué | Private Seétor Public Séctor
1980 | 3471.5 748.0 2723.5

1981 ) 5099.0 1009.5 4089.5

. 1082 5696.7 11223 . 45744
1983 47128 8199 3892.7

1984 36424 8635, 27789
Source: Ministry of Planning, = Annual Report, 1984.
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At tfxat time Iraq was known as the "Black Country". Vast areas of land were
planted with a variety of crop which blackened the plains. Despite the criticism of
feudalism, if we examine the situation in economic terms, we must consider the level of
production rather than the means by which that production level was achieved.
Sfatlstics show that until 1972, Iraq was an exporting country (see Table 7). o

During that time the landlord was socially accepted. Moreover the farmers regarded
him as their father who sometimes solved their personél problems, their disputes. or
even their marriage affairs. Those farmers lived with their family members beside the
field and all the membefs worked tbgether. At harvesting time, they would be rewarded
with part of the produce, and they Were free to sell it in any way they liked. In fact, they
kept part of it for their daily consumpytlon. Although no figures are available
concerning their share of the produce, it was enough to kéep them .at subsistence level.
Farmers were also able to survive in their daily life by keeping animals to benefit from
its breedlng and selling them in the local market. They did not expéct to rhake a
fortune. They could not choose to work Mth another iandlord. The oﬁly choiée théy
had was to migrate to the cities looking for jobs. , ;

After the‘ 1958 revolution, a Land Reform Law (LRL) attempted to dh'funish the
landlord's pdwer for political and economic ptirposes. An important point that must be
mentioned here is that én dectsions relating fo cultivation, pre-1958, are made by the

| owner despite the resulting miserylof the farmers and the primitive methods employed.

By means of forcing his workforce to carry out operations with the minimum of
technological assistance, landlords were able to achieve their objectives and at the
same time the nation succeeded in being self-sufficient.

The introduction of this law and its amendments in 1961 and 1970 had a shattering
effect on farming life. These aspects will be dealt with in detail in Chapter 4, in which
land reform and the cooperative movement will be ’dlscussed. But it is important to

point out that seven years later, namely, by 1964 about 5 million acres had been
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Crop

" Table 7:

Crop Production for the year 1954 - 1959 (Tons).

1954

1955

Source:

1956 1957 1958 1959 1960

Wheat 1968600 | 1268100 | 2008300 1435000 | 3937900 | 1233400 1333509
Barley 868950 | 655500 | 1099200| 692700 | 1469400 | 648600 | 700600
Linseed 1054 1960 1275 1404 3300 3300 4000

Lentils 7656 | 7228 | 3859 | 3785 10693 | 5915 6100

Chickpeas | 10770 | 11287 | 7944 | 6772 6124 | ‘4705 5001 -
Vetch 544 643 | 600 586 1132 964 1000 .

Rice 244990 | 90810 | 103935 | 234930 | 401245 | 460200 | 510000
Cotton /50835 | 57870 | 60300 | 67965 | 76215 | 64260 | 69250
Seasame 10542 | 11331 | 9585 | 8539 10617 | 20920 | 21800
SugarBeet | 108267 | 74136 | 92538 | 88817 | 111480 | 117288 120270
Tobacco 20208 | 15003 | 14440 | 27541 23437 | 23437 | 23900
Dates 388620 | 523350 | 408903 | 471600 | 378400 | 465600 358600
Orange 26060 | 30030 | 26950 | 29073 | 35781 | 39871 | 46347
Lemon 5000 | 6240 | 6360 | 6700 6301 | 10416 | 15777
Grapes 31000 | 34200 | 36456 | 39000 | 25140 | 55465 | 61068
Tomatoes 60500 | 63120 | 68120 | 95720 | 202520 359000| 97820
Okra 2510 2760 | 3000 | 5040 5280 9840 10800
Eggplant 6500 4330 | 6250 | 13810 | 17050 | 28330 | 20370

| Mirtisify of Planning, 1959.
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expropriated by the government from those landlords for farmers benefit, but from a
report of Agricultural and Agrarian Reform Ministry, it is known that large areas
remained undistributed at that time. Besides, because of the delay in putting the law
into practice, landlords had time to recognise its weaknesses, and succeeded to a large
extent in taking advantage of the system by keeping the most fruitful land under their
own control, leaving the less productive and unsuitable land for distribution to farmers
under the law. Again, such measures as the LRL take a long time to implement, and such
measures affected landlords' activities, aspirations and status. Accordingly, they
reacted by reducing the amount of their lJand under cultivation. The government did not
act quickly enough to distribute land under the LRL. Moreover they also failed to
provide the usual facilities and tools which the landlord had previously provided.
Moreover, the transformation from the old to the new system disrupted the social life of
the farminé community and offered a freedom previously not experienced. This
completely affected the agricultural activities and farmers, instead of working
collectively over large areas, operated separately on a small scale, and many years later
they drifted to city centres, looking for work as their activities were uneconomic. -

In general, those who had previously worked for landlords became peasant farmers,
self-employed, operating on a small scale, with the help mainly of their family rather
than hired labour, producing their own food and other subsistence requirements, asb
well as cash crops for the market.

If the Settiements Scheme is to be successful, therefore, it will have to supply a very
large number of settlers, and must be based on at least one cash crop which produces
both a high output and a satisfactory return. State intervention is thus required to
Provide a costly infrastructure and to recruit a large number of settlers and subsequent
management of the scheme supervised by the government.” In this context, the
Tesearcher believes that the authorities should differentiate between the requirements

for successful settlement in the two parts of the country, namely, the North and West,
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due to the different conditions that prevail in these two regions. Although this subject
1s outwith the area of our present study we shall deal with it briefly since it is of great
importance, leaving the matter for subsequent study in greater detail. In both areas
adequate credit and effective management of equipment are required to replace the
antiquated equipment and resources 'currently being used. ; ,

Machines such as tractors, technical supervision and efficient surface irrigation
systems are required in the West, whereaé settlements in the North need more advanced
frrigation fechmques such as sprinkler-irrigation. Mesopotamia, which is flat, needs
only surface irrigation, while the hilly parts of Northern Iraq, which have not yet been
irrigated. are ideally suited to sprinkler frrigation metho’ds.8 whereas a project used in
the Gezerah in Sudan is more suitable for use in the West which has a similar natural
environment,

Agriculturally, the country is usually divided according to the means of irrigation
employed into large zones: the rainfed zone and the irrigated zone. Basically Iraq is
regar&ed as an agricultural country since agriculture contribute on éverage about one
fifth of the gross national product, employing about 31% of the nation's economically

active population in 1981, In 1978 those employed in the agricultural sector

represented 44.4% of the working population (see Table 8). Since income from
agriculture is 1ow compared with other sectors of the economy the importance of
agriculture is declining,.

Generally speaking, Iraq agricultural productivity is less than that of other
countries. This fluctuating characteristic is caused by the fact that most of the
agricultural products are heavily affected by numerous external forces such as rainfall,
poor natural resources, lack of accumulated capital and current inputs, technological
backwardness, poorly-developed human skills and social environment. |

The researcher believes that other important factors have contributed to the dccline

in agricultural production. This view is based on the fact that the above mentioned
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Table 8:

Distribution of the working Population in Iraq in the 1978 according to

Sector.
Sector | No Engaged(000) Percent
Agriculture 6168 444
Industry & Public Utllities 5557 . 40.0
Mining & Petroleom ‘ 13 0.6
Transport : - ' 56 | 27
Building Public sector 38 ' 1.9
Distribution Trade 60 B X
Service Industries ' 38 . 1.9
Personnel service & Government 116 5.6
Professions
Total 2,046 T 100.0

Source: A published figure: Ministry of Planning, Annual Report. 1978
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factors not only existed in the past but still operate at the present time, as many of these
forces are related to natural and environmental causes. Also, despite the prevailing
external forces, Iraq was once self-sufficient and was indeed an exporter of most grain
varieties. The point that the researcher wishes to make is that the application of the
Land Reform after 1958 revolution made a marked contribution to the decline in the
level of agricultural production.

In the years following the implementation of the LRL, the level of production has
drastically declined and continues to do so up to the present time, Moreover, Iraq is
now regarded as an importer instead of an exporter of agricultural produce. This
unsatisfactory situation assumed even greater significance after the enactment of the
1958 LRL. In this context, the hypothesfs introduced here is that land Reform is an
additional factor éontributing to the decline in agricultural production. Data
supporung this hypothesis will be analysed in Chapter 7. As we shall see in Chapter 5,
the number) of small holders has been considerably increased, created under the terms
of tﬁe law, and one of the most obvious causes of rural poverty in Iraq is the number of
small farms and the fragmentation of holdings. Small units of cultivation are
inefficient és tyhey’cannot make full use of modern machinery and involve loss of time
in ‘travemng ffom one plof to another. It is not possible to control the flow of products
to the market as a ﬁholé.‘ which explains why there are fluctuations in prices, high
when there is a shdrtagé, and low when there is a glut. We shall return to this point |
later, in Chapter 8. Again other aspects affecting the production level will be discussed
in more detail in Chapters 3 and 5.

The quality of agricultural products varies as a result of the numberous forces to
which they are Subjectcd during the period of growth. Generally. prqduction displays
mérkcd énhual fluctuations. Wheat and other cereals are the most commonly grown
crops affected. In Iraq the general system of cultivation is fallow farming and crop

rotation is farc. since fallow land is invariably left to turn to weeds for the grazing of
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livestock. In Iraq no more than 75% of the total cultivated area is actually cropped
every year. The fallow system helps to lower the water table and thereby reduces to a
certain extent, the danger of soil salinity and ‘perehnial weed growth in those parts of
the irrigation zone where no natural or artificial drainage system exists. Tables 9, 10,
11, 12, 13, 14 and 15 show a considerable fluctuation in the yield of different products
such as maize, potatoes, cotton, cereals, wheat, rice and tomatoes.

On balance, it is clear that although the Iraql economy achieved an overall rate of
GNP growth close to or exceeding 7 percent per annum on average over the last twenty
years, this'was- in’ effect underachievement in the sense that it fell short of what might
have been achieved since, given the large volume of funds évailablc from ofl revenues,
agriculture's cérﬁtributioh to gfdwth waé particularly disappointing. With regard fo
improvements in agriculture, there was vlirnxted number of engineering préjects skill,
some irrigation schemes.9 |

The huge increase in financial reserves folioWing the increase in oil prices during
1973 provided the material resources for the investment programmes. Total
investment allocations in 1971 amountea to ID1 _1»6.53 million, rising to ID242.5
million by 1973, ID296 million by 1974, ID2169 million 1n1975, and about 1D2,500 |
million in 1981 (compiled Annual Reports, The Ministry of Planning). A significant
development has therefore taken place in the’industriyal sector., During the period in
which the revenue from ofl increased until 1981, ’the value of the mdﬁstkrial sector
6utput grew by 46%. Thus attention has diverted towards proinotlng th"e miduvstrial
sector as the leading seétor of the national eéonorxiy. ‘As a result, th;: unpbriatipn ;of
goods more than doubled, rising froni ID1,250 million to ID2,750 million. Taking into
account actual spending leveis as an lndic;atox; of the nui'nbcr of projccfs e:‘cecuted.‘ the
rate of execution in the construction and housing sectors increased by 95.7%, followed
by 63.1% in transport, storage and communication, 52.2% in industry, andiv 47% In

agriculture. These figures show that the agricultural sector was treated less favourably

29



Table 9:-

Comparison of the yields in Iraq with other Countries (Maize) 1974 -
1982. (Tons/M)

Country Year :

1974 | 7 | 7 77 B | ™ & | a &
Iraq 15 23 | 55 82 96 {100 | 90 | 90 90
Turkey 1200 | 1200| 1310 | 1265| 1300| 1350 | 1240 1200| 1400
Nepal 827 748 | 797 | 740 | 743 | s34 | 743 | 752 | 612
Afganistan | 770 780 | 800 | 760 | 780 | 760 | 797 | 798 | 801
Greece 459 488 | 505 496 | 523 | 731 1279] 1428 | 1310
Indla 70 120 | 120 | 150 | 220 | 350 | 450 | 500 | 650
Thatland | 110 114 | 114 | 96 150 | 102 | 100 | 132 | 108
Romania | 298 213 | 213 | 191 | 230 [ 383 | 448 | 268 | 431

Source: United Nations, Statistical year book, 1982.

" Table 10

Comparlson of the yield in Iraq with other Countires ( Potatoes) 1974 -
1982, (TonslM)

Country

Year
1974 | 7 | 76 77 B | ™ & | a1 &
Iraq 25 a4 | 74 64 104 105 | 105 | 110 | 110
Iran 533 506 | 550 | 697 | 680 |688 | 690 | 729 | 768
Algeria 305 | 575 | 483 | 472 | 473 |s01 | 591 | 600 | 610
Egypt 708 720 | 894 1011 | 773 |1019 | 1214} 1210| 1100
Cyprus 152 117 | 200 | 216 | 163 |190 | 208 | 216 | 224
Afganistan | 190 | 195 | 354 200 | 250 |265 283 | 299 | 307
Syria 105 | 125|132 | 164 | 199 |235 | 292 | 311 | 815
Turkey 2275 | 2490| 2850 | 2800 | 2750 | 2870 | 3000| 3000 | 2992

Source : United Nations, statistical Year Book, 1982.

2



~ Table (11)

Comparison of the yield In Iraq With Other Countries Cotton 1974 -

1982(Ton.M)

County | Year , »

| 1974 7B | 76 77 78 79 & 8l &
Iraq : 14 13 . 12 9 5 5 5 5 5
Iran | 230 139 | 156 .| 178 /| 132 | 100 60 70 o8
Syria 154 142 | 155 150 | 144 | 129 117 131 142
Turkey 208 480 | 475 575 | 475 | 476 500 | 488 | 455
Spain 59 43 39 47 32 41 61 70 45
Afganistan| 44 | 53 | 53 a6 | 48 | 38 | 22 | 28 | 22
Greece 125 123 | 111 129 137 | 100 114 125 115
Sudan 271 229 | 108 159 198} 139 | 114 | 99 160 _
* Estimate ‘ |

Source: Statistical YearBank. United Natlon. 1082.
Table (12)

comparison of the yield In Iraq With Other Countries
(Cereals) 1974 - 82 Year (Tons M).

Country | Year
1974 75 76 77 78 79 80 81 82
Ira 1961 1373 2109 1455 1800 2501 2921 2047 1797
Syria 2324 2197 2919 1639 2456 1763 3883 3550 | 2276
Turkey 17067 22201 24448 24317 24352 | 25739 | 24414 | 25478 | 26387
Iran 6951 8540 9172 8246 8075 8012 8107 |~ D484 9189
Egypt 7682 8130 8189 7457 8238 8068 8178 8274 7768
Morocco 14807 3726 5710 2888 4714 4098 4469 2116 4154
Nigerta - (8102 8298 8312 8539 8937 0238 9714 9886 10238
Afganistan |4348 4481 4624 4147 4382 4218 4370 4664 4679
Source Statistical Year Book, United Nations, 1982.
Table 13
Comparison of Yield in Iraq with Other Countries (Wheat)
, 1974-82 (Tons M)

Country 1974 1975 1976 1977 1978 1979 1980 1981 1982
}raq 1339 845 1302 696 910 1429 1300 1100 900
Jran 4700 5570 6044 5517 5700 5500 5700 6600 6500

ghanistan| 2750 2850 2936 2652 2813 2663 2750 3000 3008
s“rkcy 11080 14830 16578 | 16720 16764 Trs69 | 16554 | 17000 17650
Eyrla 1630 1550 1790 1217 1651 1319 2226 2086 1544

pt 1886 2033 1960 1699 1943 1856 1796 1938 2017
ln;)fico 2789 2798 3363 24568 2785 2273 2785 3189 4468

a 21778 24104 | 28846 | 29010 31749 35508 | 31830 | 36313 37833
Source: Statistical Year Book, United Nations, 1982,
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Table 14

Comparison of the Yield in Iraq with other Countries (Rice)
, 1974-1982 (Tons M)

Country 1974 1975 1976 1977 1978 1979 1980 1981

1982
Iraq 69 61 163 199 172 | 284 250 250 250
Iran 1313 1430 1566 1409 1280 1420 1212 1500 1400
Afganistan 420 435 448 400 428 439 461 475 478
Turkey 250 240 251 270 305 363 234 330 350
Nigeria 525 515 387 408 515 750 1090 1241 1400
Egypt 2242 2423 |- 2300 2272 2358 2517 2384 2236 2287
Nepal 2452 2605 2386 |~ 2282 2339 2060 | 2464 2060 2300
Cu 437 447 451 456 457 425 478 461 480
Source: Statistical Year Book, United Nations, 1982. ‘
- Table 15
Comparison of the Yield in Iraq with Other Countries (Tomatoes)
‘ 1981-1983
- Area Harvested/HA o Yield Kg/HA

Country | 1881 | 1982 | 1983 ] 1981 | 1982 | 1983
Ira 10698 10682 10947 460 470 48]
Syria 17994 . 18750 19439 723 - 750 793
Turkey 32143 32174 33732 3600 3700 3920
Greece 47457 44070 44186 1915 1918 1900
China 14253 14153 14619 - 4183 4260 - 448]
Egypt 18037 17857 18347 2453 2500 2604

Sourre: FAO, Monthly Bulletin of Stattstics, Vol. 6, October, 1983, p. 21.
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than the other sector, This may enable us to deVelop a sub-hypothesis, namely that
increasing oil revenue, may have encouraged the government to concentrate on
industry as the leading sector in the economy, and to neglect the agricultural sector, )
despite the importance of achieving integration between agriculture and the other
sectors of the economy.

Historical studies indicate that a diversified n#tional economy which promotes
both individual prosperity and social and cultural progress, can only be achieved
through interaction and complementarity between the agrici.\ltural and industrial
sectors. The development and modernisation of agriculture requires the development
and modernisation of industry to ensure a continuous supply of inputs, and this would
contribute to the diversification of production by processing domestic raw materials
and agricultural produce, thus creating a potentially wider export structure. Thus,
despite the fact that the agricultural sector supplied domestic industries with raw
materials and, excluding oil, contributed the highest percentage to export, it remained
backward compared to other sectors. The agricultural sector's annual rate of decline
from 7% in 1971 to 2.2% in 1981.

- It 1s necessary not only to increase agricultural production, but also to improve the
productivity of labour in agriculture. The fmprovement in productivity is required to
raise the incomes of those engaged in agriculture, and to meet the demand for
agricultural products coming from the increasing proportion of the population engaged
in non-farm activities. In most of the developing countries there is a decline in the
relative importance of agricultural production, and of the agricultural workforce, since
other sectors expand more rapidly than agriculture. This means that the proportion of
agricultural output that is marketed, rather than consumed on the farm must rise.10

The main summer crops include, dates, rice, tomatoes, onions, cucumber, potatoes,
Water-melons, eggplants, apricots, grapes and figs. The bulk of these are located in the

Central and Southern Govcmovates. Summer crops depend to a large extent upon the
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Irrigation system. Carrots, turnips, radishes, artichokes, cauliflower, celery, cress,
oranges, lemons and pomegranate, are the principal winter vegetables and fruits.
Generally, the summer crops are grown where streams and springs can providc
additional water. For this reason the area under summer cultivation is strictly limited.
According to available figures the area under summer cultivation was only 4.2% qf the
area cultivated in winter. Large areas can therefore be used for summer cultlvation
provided more‘water is rnade available through irrigation. This can bést be achtevéd.
according to the experts, by means of a large number of small projects aimed at
improving the existing utilisation of the water resources available ffom small streatns.
springs or wells.11 RN

Iraq, normally produces an ctcportable\surplus ér dates which.’ after oil, are Iraq's
prinmcipal exporting commodity, representing about 80% of the world's trade in dates.
Iraq usually imports crops which are in short supply Imports of agricultural
commoditles account for more than 18% of the total value of imports, and generally
agricultural products represent 40% of her total non-oil exports. Wheat, barley and
sugar constitute the bulk of imported agricultural products.l2 Table 16 shows the most
important crops broduced in Iraq, showing ylelds and areas culttvated from 1981 to
1985. The data in the Table will be analysed together in Chapter 7 in which we shall

explain through our case studies, the government's direct involvement in the field of
marketing,

1.4 Climate
Iraq lies within the moderate northern climatic region. Its climate is continental and
sub-tropical, with a rainfall pattern similar to that of Mediterranean countries, where

rainfall occurs almost exclusively in autumn and winter. Iraq's climate can be divided
into three types:

25



Table 16

Area, Yield and Production

Cultivated Area

Harvested Area Production Yield :

Crop Year {000 Donums) {000 Donums) " {00 Tons) (Kg./Donum}
Cereals

Wheat 1981 48469 47700 9020 186.1

1982 47277 46738 9651 204.1

1983 51261 47653 8410 164.1

1984 . 52712 18708 4709 89.3

1985 62661 61609 14055 224.3

Barley 1981 41947 39355 0247 2204

1982 46654 44410 9020 193.3

1983 55655 48663 8355 150.1

1984 57439 21017 4820 83.9

1985 57948 54264 13314 229.8

Rice - 1981 2290 2180 1622 708.3

1082 2450 2305 1634 666.8

1983 2272 1956 1105 486.4

1984 1810 1566 1087 600.5

1985 2452 2101 1489 607.0

Maize 1981 1042 705 393 376.8

11982 794 477 282 354.7

1983 1086 600 281 259.0

1984 1389 775 309 223

1985 1363 857 410 300.4

Millet 1981 41 35 8 207

1982 11 10 2 201

1983 87 78 14 163.0

1984 123 116 25 202

1985 98 94 16 158
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Oil Seeds

Linseed

1981

32 32 4 134.4
1982 23 23 3 120.7
1083 29 20 2 69.0
1984 25 25 3 100
1985 - - - -
Sesame 1981 479 415 59 - 123.6
1982 466 3393 56 121.1
1983 494 431 62 - 125.8
1984 501 431 59 117
1985 721 699 85 118
Sunflower 1981 401 367 60 150.6
1982 313 301 78 249.0
1983 370 347 60 162.9
1984 506 491 97 192
1985 518 516 104 200.5
Ground nuts 1981 4 4 2 487
1982 3 3 2 450
1983 6 6 3 450
1084 5 5 4 817
1985 5 5 4 800
Tuber & Bulb |
Dry Onion 1981 723 720 1496 2070
1982 544 542 1132 2082
1983 332 331 716 2156
1984 414 410 969 2340
1985 798 796 174.6 2189
Potatoes 1981 215 215 1041 4843
1982 201 201 930 4631
1983 208 208 1046 5036
1984 289 289 1196 4138
1985 349 340 1486 4253
Garlic 1981 58 58 39 677
1982 50 50 44 887
1983 34 34 26 758
1984 82 80 59 719
1985 117
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Table 16: Continued

Crop " Year Culttvated Harvested | Production | Yield
Area Area (00 Tor) (Kg/Donum)
(00 Donum) (00 Donum)
Legumes
Dry Beans - 1981 366 363 132 361
1982 276 274 112 406
1983 193 192 67 346
- 1984 228 226 78 343 .
. 1985 244 235 48 194
String Beans . 1981 29 29 6 220
1982 29 29 6 220
© 1983 29 29 6 220
1984 29 29 6 220
1985 29 29 6 220
Chick Peas 1981 670 667 120 179.3
1982 628 628 116 184.6
1983 654 654 125 190.7
1984 549 549 94 172
1985 591 591 113 191
Qats 1981 38 38 8 208.2
1982 47 47 10 208.9
1983 29 29 6 204.0
1984 26 26 5 178
‘ 1985 26 26 7 264
Lentils - 1981 256 251 54 212.6
1982 256 255 55 213.0
1983 204 203 41 202.6
1984 212 212 33 155
1985 212 212 37 176
Creen Gram 1981 408 354 62 152.2
1982 402 357 63 157.4
1983 256 188 32 122.9
1984 251 217 36 143
1985 343 330 63 182
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Crop

Year

Table 16 continued.

Culttvated

'3
Production

Harvested Yield
Area Area (00 Ton) (Kg/Donum)
(00 Donum) (00 Donum)

Crops for 1981 51 36 159 3089
Industrial Uses| 1982 45 42 74 1629
1983 0.5 0.5 1 2385
Sugarbeet 1984 - - - -
1985 - - - -
Sugar Cane 1081 135 135 1890 14000
' 1982 135 135 1460 . 10815
1983 120 120 820 6835
1984 177 177 855 4830
1985 - - - -
Cotton 1981 454 412 133 292.0
1982 482 453 141 293.2
1983 550 460 118 215.2
1984 399 289 71 179
1985 433 376 72 167
Tobacco 1981 480 480 119 248
1982 501 501 123 245
1983 580 580 143 247
1984 561 561 136 242
1985 660 660 170 257
Tunbak 1981 16 13 3 155
1982 19 - 19 5 240
1983 16 15 3 201
1984 28 27 - 6 208

1985 26 26 4
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Table 16 Continued

Crop

Year

Cultivated Harvested | Production Yield
Area Area (00 Tory (kg/Donum)
(00 Donum) (00 Dunum)
Vegetables
Okra 1981 707 682 1090 1542
1982 789 781 1379 1750
1983 778 761 1373 1765
1984 812 779 1557 1918
1985 878 871 1627 1852
Tomatoes 1981 1637 1624 4252 2597
1982 1683 1582 4679 2782
1983 1494 1481 4392 2938
1984 1720 1678 5311 3089
1985 1910 1895 6118 3203
Onion, green 1981 169 167 417 2461
1982 185 181 368 1989
1983 209 206 546 2672
1084 308 308 ..919 2979
1985 401 400 1030 2570
Broad Beans 1981 547 '540 966 1767
1982 600 " 588 838 1397
1983 610 " 601 890 1460
1984 772 767 1013 1312 -
1985 865 849 934 1079
Squash 1981 139 138 334 2386
1982 178 177 497 2794
1983 171 171 459 2676
1984 253 252 686 2711
1985 214 212 494 2308
Eggplant 1981 300 286 833 2778
1982 400 397 1104 2754
1983 384 378 1124 2930
1984 454 441 1766 3885
1985 556 550 2325 4184
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Table 16 Continued

Crop

Year Culttvated Harvested |Production Yield
Area Area (00 Ton) (kg/Donum)
(00 Donum) (00 tor)
Pepper (green)j 1981 69 68 135 1977
1982 . 129 129 365 2824
1983 113 112 273 2420
1984 139 138 366 2631
1985 171 170 390 2281
Green String 1981 523 502 773 1477
Beans 1982 544 542 865 1590
1983 540 527 778 1439
1984 547 530 796 1455
1985 572 566 780 1363
Melon 1981 1041 "1030 2296 2206
1982 1470 1463 3538 2407
1983 1278 1262 2704 2115
1984 1420 1382 3017 2125
1985 1604 1589 4345 2708
Water-Melon 1981 1713 1684 4911 2867
1082 1781 1757 5789 3250
1983 1880 1824 5830 3102
1084 1883 1783 5713 3117
1985 2186 2143 7568 3463
Cauliflower 1981 9 9 33 3820
1982 7 7 31 4278
. 1983 14 " 14 46 3283
1984 22 22 71 3274
1985 24 24 91 3801
Cabbage 1981 15 15 47 - 3173
1982 13 13 50 3861
1983 18 18 65 3597
1984 35 35 147 4209
1985 31 31 105 ° 3435




Table 16 Continued

Crop

Year

Cultivated Harvested |Production Yield
Area Area (00 Ton) (kg/Donurny
(00 Donumy (00 Donum)
Lettuce 1981 76 76 291 3842
1982 147 146 700 4749
1983 94 94 441 4683
1984 128 128 699 5463
1985 122 122 601 4902
Spinach 1981 17 17 35 2072
1982 18 17 31 1783
1983 20 20 42 2013
1984 23 23 49 2094
1985 24 24 56 2301
Swiss chard 1981 34 34 79 2303
1082 49 49 112 2313
1983 65 65 138 2140
1984 122 122 290 2370
1985 82 82 179 2184
Carrots 1981 34 34 79 2303
1982 49 49 112 2313
1983 65 65 138 2140
1984 122 122 290 2370
1985 82 82 179 2184
Cucumber 1981 1166 1151 2395 2053
1982 1308 1300 2776 2122
1983 1403 1383 2840 2023
1984 1466 1446 3578 2441
1985 1837 1815 4105 2233
Beans(green) 1981 26 26 43 1611
1982 22 22 36 1615
1983 19 19 37 1868
1984 23 23 33 1421
1985 63 63 90 1432

Source; MINISTRY OF PLANNING , Annual Report, 1985,
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(1)  The Mediterranean climate This covers the mountain area of the North East
and is characterised by a cool winter, where snow falls on mountain tops and

the annual rainfall ranges between 400 and 1,000 mm. Its summer is

moderate, so that it is well known for its summer resorts.
(2) The Steppes climate This is a transitional climate, between the mountain
region of the North and the hot desert in the South. This climate prevails in

the central area and has an annual rainfall which is sufficient for seasonal

pastures.

(3) The Hot Desert climate This is characterised by a marked temperature
variation between day and night and summer and winter. The maximum
temperature in summer reaches 47 to 52°C., while in winter the temperature
reaches freezing point or below. Generally speaking, the weather from October
to April is dry and pleasantly warm during the day, though a few days of rain
can be expected in the winter months. From December to March it is usually

cold and frosty at night and some form of indoor heating is required.

1.5 Industrialisation and Development

Industrialisation is a key factor in the economic development of most countries. It
offers prospects of a growing availability of manufactured goods. increased
employment, improved balance of payments and greater efficiency, and modernisation

throughout the economy. Industrialisation is characterised by technological

innovation, the development of managerial and entrepreneurial talent and
improvements in technical skills, which lead to rising productivity. Consequently,
Industry does not face the same market constraints which affect agriculture, and
presents the prospects of a more rapid rate of growth than might otherwise be possible.
Large-scale industrialisation in Iraq started after 1958. However, it s necessary to

review the historic development of Iraqt industry. Industrialisation in Iraq actually
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began in 1951 when the Iraqi economy was changed from the status of a free economy to
that of a semi-planned economy when the Development Board' under the Ministry of
Development was established, and the first five-year plan, 1951-1955, issued by this
Board, represented the starting point for the industrialisation qf Iraq, providing an
appropriate agency for the required development. This Board now reflects the
government's emphasis on the need for development and it has adequate financial
resources for implementing development programmes.!3 The second five year plan
introduced in 1955 include six large projects to be financed from the increased oil
revenue. Until 1958 the government expenditure on industry amounted to ID131
million. _

After the 1958 revolution, a radical change occured which boosted the Iraqt
economy. The government at' that time laid great emphasis on industrialisation. A
Planning Board supervised by the Ministry of Planning was established, replacing the
Development Board.  Industrial projects authorised by the Planning Board are
implemented by the Ministry of Industry which was created at the same time.14

Since 1958 six economic development plans have been formulated, the last one
covering the period 1981-1985. The aim of these plans is to accelerate industrial
development in Iraq and in fact rapid progress has been made during the last twelve
years.  The period of oil price increases from 1973 was followed by two economic
development plans which may be regarded as the best period for the implementation
and commissioning of a considerable number of public sector industrial projects, since
government revenue increased considerably. About 529 million ID was spent on
agricultural and industrial projects under construction during that period. Public
sector expenditure on industrial investment during the period of the last economic plan
Increased to ID1500 million.15

Industrialisation of Iraq began comparatively recently and accelerated after the

rise in oll prices in 1973. Apart from ofl industry, little else has had an effect on the
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structure of the economy and the life of the people. Before the 1960's the basic
industries in Iraq were cement, tobacco manufacture, electricity and water, and bricks
and construction materials. Marketing factlities, finance and communication up to
the present time have shortcomings and cannot be considered adequate. 19 About 80%
of the industries referred to are located in or around the capital Baghdad. A number of
these industries did not suffer from any shortages of raw materials which were supplied
locally, so that despite minimal mechanisation and less than effective management,
this sector witnessed impressive development.

After 1968, the government realised that industrialisation was essential and that
old industries had to be rejuvenated and new industries developed in order to achieve
the desired transformation of society, The first real step was taken when ID895 million
was allocated for this purpose in the 1971-1975 flve year plan.l6 The value of
industrial production rose about four-fold from ID103 million in 1962 to ID401 million
in 1974. During the same period, income from the industrial sector rose from ID137
million to about ID410 million, i.e. about 200%.17 -

The latest developments have taken place in the production of pharamaceuticals,
Plastics, petrochemicals, car tyres, synthetic fibres, the building of alumium smelters,
assembly plants to produce tractors, paper board factories and flour mills.!8 The
Basrah fertiliser plant was constructed and began production in late 1980. .

Table 17 which gives the results of the industrial survey carried out in 1984 by the
Central Department of Statistics, shows that the total number of workers increased
from 114,846 in 1974 to 169,900 in 1984 in firms ten or more people, and the output
value rose to ID1956.6 million while the value added per worker increased from 753 in
1974 to 838. The number of firms increased from 1241 to 1314. From 1983 onwards
firms regarded as large are those employing thirty or more persons. Thefe are 782

firms in that category. From the percentage increase of establishment, it can be seen
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that the typical industrial unit is relatively small, and in those employing more
production workers will increase accordingly. | |

The determinination of the Iraqi government to rnodernise Iraq and make the best
use ot' its natural resources distinguished Iraq from other developing countries as
diversified investment programmes have been introduced which have given the country
an opportunity to develop. Such progress contributed to changing the Iraql economy
from one based on the export of crude oil to one increasingly involved in the export of
manufactured and processed products Although self-sufi‘iciency has been achieved in
some sectors much remains to be done in other sectors Industries relevant to our study
include chemical products fertilisers. and other capital and consumer products

In Iraq as in most developing countries. the economic development process has
emphasised the need to increase the national income and effect changes in its
distribution among different soctal groups, but what is also required Is a re-fashioning
of the economic structure so that it can ei'i'ectively contribute to the realisation of wider
and decPer soctal values. The government aim is to support farmers and achieve
cquality throughout soclety, together with providing everyone with opportunities for
employment. The economic and social disparities which already exist should be
eliminated and the gap between rural areas characterised by low incomes and urban
areas enjoying by higher income should be closed, and above all every section of the
community should feel that its members are equal partners with all others, having an
equal role in the economic structure of the country The emphasis of the next steps to be
taken by the government is on training manpower to take part in the process of
deVClODment and in the field of management in order to produce people capable of
assessing situations and undertaking the responsibility involved in managing and
mnning large projects efficlently, So the future presents a number of serious problems

and success in dealing with thern will only be achieved over a long period of time,
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Iraqi planning is of interest because in spite of all its diffculties, a fairly respectable
economic perfonﬁahcé has been achieved. The earlier plans are also of interest if only
because there is little evidence that many of the shortcormngs associatéd with them
have been corrected.19 |

Before introducing the organlsatlonal hierarchy re‘sponslblc for the planning
process in Iraq, it is appropriate to examine briefly the overall objectives, and to
explain what is involved in economic 'planmng. Thereafter the planmhg process itself
will be discussed, and an account will be given of how objectives in Iraq are
implemented by different gdvemment organisations.

Having introduced a system of national economic planning, most governments in
the developing countries prefer to allocate capital and other resources among the
various sectors of the economy, rather than leave such decisions to a large number of
independent private investors and thereafter await the results of such decisions. In
practice a government 1is in a better position to 1mi)lemcnt the function of resource
allocation, with reference to our subject, namely agriculture. The government may thus
consider it advisable to transfer funds allocated to farming, into non-agricultural
undertakings that will provide better returns than farmers or land owners,

Although realism forces us to recognise that market imperfections are prevalent in
most countries, including developing countries and that government intervention is
sometimes inimical to the interest of farmers (aithough this 1s not always intended
especially in the developing countries) there is no convincing evidence to indicate that
the normal practice in developing countries is to deprive the agricultural sector of any
of the benefits gained by the 'non-agricultural sector through increased investment.
Thus the action most urgently required by the government is to increase employment
levels especially in the field of agriculture or at least to stabilise current production in
the rural areas to prevent or slowdown the rate of migration to urban areas, and this

should be regarded as a primary policy objectlves.2°
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1.6 ~What Constitutes Planning
Planning involves setting targets and preparing schedules that can lead to achieving
objectives.2! From the management point of view, planning is the first function of a
manager, namely the specification of goals and means.22 Accordingly the planning
function must be undertaken by someone, by an individual, or by a group such as a
cominittee, or by a government which has the greater responsibility for the planning
function in any country. For our particular purpose planning means intervention by
the government in the different sectors of the economy, and the normal work of
business, including the market. The extent of such intervention depends upon the
government ideology in a particular country, so it varies from one country to another.
In a capitalist country the degree of government intervention is minimal whereas in
the soclalist countries and in most developing countries it is very considerable, In the
latter countries, the main purpose of government intervention is to control the
direction of the economic policy and to provide the information required by each sector
of the economy in order to achieve required targets. Government intervention in these
countries is at an extremely high level and affects every aspect of the economy.
Moreover, governments like the Iraqi government prevent any intervention by foreign
companies in specified sectors which are regarded as vital, such as ofl and the chemical
Industry. However, in the field of agriculture and in certain sectors of the economy for
political purposes, tmprovements may be permitted provided previous permission is
granted in specific cases but without surrendering means of production, where there s
total control by the government of the means of production, the market mechanism can
‘hardly be employed to allocate resources within the different sectors of the economy.23
In Iraq the degree of government htewention is acceptable in that it is employed at
an intermedtate level. The government does not control all means of production in the |

cconomy, and the private sector has a role to play, so that prices are not all arbitrarily
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fixed, ignoring market conditions, 11-; also has some say In the allocation of resources, 24
Indeed planning and marketing operate simultaneously. In general, the aim of
government planning s not to give full rein to the imperfect workings of the market,
but to reduce the effects of market operations. However, there are many reasons for the
type of economic planning practised in the developing c9untr1cs including Iraq.
Through general supervision by the government over the different sectors of the
ecor;omy. the necessary resources can be distributcd through channels to assist the
growth of industrialisation. In other words, by allocating existing resources more
efficiently, they can be employed to better effect and improve the economy as a whole.
To some extent, therefore, this can compensate for imbalance in the market and
stagnation in the economy.

The ambition of the present Iraqi government in terms of national development Is
to reverse the inherited social and economic disparities that have been created since the
1920's and to increase public investment to enhance the quality of life for the whole
population. ' The government is now expanding its role in the cvountry's economy
through the basic productive resources, by introducing measures to bring about radical
changes in the present agricultural structure in order to. stimulate ecoriomie growth in
the cities and the rural areas through the use of the existing resources. The government
is enthustastic about directing public investment towards projects designed to achieve
rapid and useful changes in the key economic sectors such as agriculture, industry,
education and rural-urban integration. If such objectives are achleved, the allo;:ated
resources will succeéd in providing the necessary economic and soctal services in the
neglected areas. In this way the traditional agricultural output will be 1ncreased
Icadlng to a marked improvcment in rural conditions and a reduction of the migration

rate, thcreby easing the pressures caused by urban congestion and improving worklng

Conditions in sectors other than agriculture.25
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As there is a scarcity of managerial and entrepreneurial skills in most developing
countries, there is a shortage of experienced economists, engmeers and managers in
these countries. The skilled and educated. so urgently required to stimulate economic
growth may be supplied by various government departments. Personnel of that calibre
can accelerate the process of development, providing greater efficiency and the ability
to adapt to diferent situations.

What is relevant to our discussion here is that management expertise and
entrepreneurial skills are basic requirements in running a business successfully and
managers must also be able to exercise judgement and display a high degree of
interpersonal skill as part of their general functions. It takes many years to develop a
reasonable dégree of cornpétence in the field of management. The greatest challenge to
management is the need to integrate and channel human effort, resources and facilities
for the achievement of common goals while avoiding discord and internal friction.
Managerial skills and talent are in short supply, and countries including Iraq must
search diligently for ‘people with these qualities and develop their talents in the
required direction. The managerial job is typically open-ended, multi-faceted and
communication-oriented. It involves linking with other elements of the internal and
external environment, so managers must participate in planning and act as agents for
bringing about change as well as assuming the role of resource allocators who have to
determine priorities and decide who gets what within the firm.28

Efficient planning helps to ensure that economic growth proceeds in a systematic
way, avolding any confusion and arranging for resources to be directed smoothly along
industrialisation channels. Planning directs the flow of existing resources so that
development proceeds without interruption. In the long run this will reduce resource
Wastage and achieving a better standard of living throughout the country. Thus, the
benefits assoctated with social restructuring and business profit will be achieved

simultaneously wlthoﬁt any ecoriomic upsets In the market place. A government,
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through its planning can establish enterprises which will help the people and improve
the economy at the same time, in spite of reduced profits in the short run, whereas
private businessmen may withdraw from any business which is not immediately
profitable. The question of profit may be disregarded for some time by the government,

There are arguments against government intervention in the econom)?.? "and the
different techniques that may be used in planning, both of which issues are outwith the
scope of our study. Our main concern here is that government lntervcntiqn should not
lead to stagnation of the economy, an& ihe plannmg proces;s should be Based on
scientific information in order to éontribute to:frultful deQélopment. industrialisation
and an improvgd sténdafd of living in the Coﬁn‘try.. In general, what is rgquired is the
type of develobment which will achieve‘ soclal.r economic ahd political 1ntegrgtion in
order to strengthen the ¢0uhtry's power of self-determination throggh appropriate,
concentrated utilisation of available natural resources, é policy which would accelerate
both economic progress‘ and soclai improvements in both the rural and urban regions,
allowing the regions to share more fully in the resulting benefits.28

In Iraq there are specialised institutions which have responsibility for proposing
and evaluating projects according to thetr level of importance, and then directing the

planning process. These government institutions in order of importance in the

administrative hierarchy are:

1. MQ.&LQ.&LE.I&D.Q_!M This Board which is presided over by the
President of the Republic or the Deputy President of the Revolutionary
Command Counctl, is the highest planning authority in the country. The

duties and responsibilities assigned to the Planning Board under the

relevant law are as follows:29

(@ To set up detailed plans to execute the economic policy of the

Council of Ministers;
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(b)  To study and amend the detailed economic plan submitted by the

Ministry of Planning;

(c) To take the necessary measures to supervise the execution of

detailed economic plans;

(d . To follow the progress of the execution of the pivotal projects in

Iraq.
The Steering Committee The Committee consists of the President of the

Ministry of Plaximng as Chairmah. the chief executives of the technical
 departments of the Ministry of Planning and five part-time members.
’I'lie most important task of this Committee is to make a detailed study of
the suggested plvan in order to éreaté a basis for adobting appropﬂate

decisions. The Committee also follow up the execution of the plan

through its various stages.

The Ministry of Planning This is the technical authority responsible for
the actual preparation of the plan. The responsibility at this level
involves drawing up the general plan for economic and social
*“development. In addition, the Ministry is responsible for providing
technical supervision of the collection and publication of the statistics

and information required for planning.

Ih:_MJnm:_nLa]_Cammm:s_mLP_lannmz This Committee’ was
cstablished at Ministérial level to‘tync responsible for planning and
following up the execution/of the plan at Sector and regional lcvels.' »‘Its
ac;tiv;tles includes (a)Monitoring the rate of execution kof the bréjects
under con#iruction: | (b) Providlng the national planning organé wlth \thc
- necessary inrom’zatlon’. for example reports of studies ’o’n Mlnisteriai

projects. Figure (1) {llustrates the organisational structure of planning.
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Figure (1): The Institutional Structure of Plannlng‘Sy’stem in Iraq
| | The Planning Board ‘ |

The President of the Republic
. or
The Vice President

Steering Committee

The Ministry of Planning

; ; The Responsible Ministries '
General Manager / ¢ ! ’ \ General Manager

General Manager

Many of the features which characterise the Iragi economic planning effort can
be identified; o 7

(i) Development planners are usually fascinated by economies of scale, and install
| production éapaciiieé larger than ihe absoi-xitive capacity ’of the horné
market, Empohésis has been placed on heavy industries, th‘e most
important on‘es’ being shipbuilding. fron and tyre production. The capacity
of these factories is much greater than national needs, bearing in mind that
the total population is only 15.5 million about 48% of whom are under the

age of 14.31 |
(1) The conclusio‘n from the above point is that too great emphasis is placed on the
’ industrial sector, at the expense of the agricultural sector. Although
Industrialization is essential for the development of developing countries,
such emphasts on industry has had an adverse effect on the contribution the
agricultural sector can make towards the economy. This situation, as we
have seen in Chapter Three, has exacerbated the problems of agriculture in
Iraq. Emphasis on agricultural development is crucial in terms of nutrition

and diet, development of the food industry, and above all, the amount of
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Table 17: Development of Industry (Suminary of Result), 1984

T | soaim | mam| e ) e | b0 | Fome
1972 249.11 146.51 235.77 35.81 116.40 1289
1973 394.49 187.93 292.11 39.88 120.70 1275
1974 357.07 250,24 351,73 52.32 123.96 1241
1975 426.63 316.71 436.43 61.63 134.60 1349
1981 1291.06 826.50 1280.71 240.61 177.00 1449
1982 | 1513.41 917.19 152070 | 259.40 173.00 1314
1983 1768.01 89031 | 165235 243.70 163.30 702
1984 2124.40 981.20 1956.60 268.10 169.90 782
Sburce: Ministry of Planning: Annual Report, 1984.
Table 18: The Execution Percent in the Programmes and
Economic Plan in the Public Sector, 1951-1980 (ID million)
Development Plans All?caiton Expenditures gex;c:nrgﬁ :f %
The first amended programme of _ :
Planning Board project, 1951-1954 89.8 49.1 54.7
The Second Amended Programme,
1955-1959 ) | 470.0 280.7 59.7
Temporary Economic Plan, 1956-1961 323.6 108.4 33.5
Detatled Economic Plan, 1961-1965 4448 204.2 45.9
Five Year Economic Plan, 19661970 668.1 446.6 66.8
National Development Plan, 1971-1975 1.933.0 1.361,0 70.4
National Development Plaﬁ. 1976-1980 3.000.0 2.600.0 87.0

- *Ministry of Planning, Annual Report, Estimates, 1980
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’ foreign currency that can vbe saved. Emphasis on farm improvements also
seems nnpoﬁant becaﬁ#e of the high proportion of income spent on food in
urban areas in the developing coqntries;.. Moreover sﬁch a situation has left
agricultural producers‘at or below subsistence level. Again since about two-
th‘lrds;of the popﬁlation derive their livelihood‘from agriculture, it is
important that development efforts which ati present are sﬁpported by the
beneﬁts issuing from fhe temporary wealth and financial resources
provided by the ofl sector, should give higher priority to upgrading the
country's agricultural productive capacity.32

(1) The Iraqi planners concentrate on such problems as capital formulation,
monetary policies, and production, but little attention is paid to the

- development of management efficiency or even marketing.
{iv) " Table 18 indicates an increasing degree of success in relation to proposed
development. Evidence of this is shown by the increasing amount allocated
for plamung as well as by the rate of successful execution. The 1975-1979
five-year plan is an example of attempts to foster the development of the
country to meet natfonal objectives, to produce more goods and services, to
meet public demand, to improve the standard of living and fulfil increasing
expectations. The low level of implementation in the past years s a result of

political unrest and instability in the country. -

Other factors which also contributed towards the low level of execution are the lack of
¢xpertise and managerial skills, and the high percentage of unskilled workers at

workshop level employed in industrial projects. Some of the adverse results can be

Summarised as follows:

(@) - Because of workers' lack of interest and their wilingness to work in government

sectors, little innovation in the work environment is introduced.
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(b) Payment of rnonthly salaries is guaranteed and there is little supervision by
omclals There is lack of conﬁdence about the future, a feeling inherited from
the past which contribute to such a careless attitude with no real attempt to
cope with the risk and uncertainty that lie ahead.

() Workers may display a lack of trust in their relations with other people because

of the absence of mottvatlon.

However, it is difficult to achieve progress quickly in a soclety afflicted by Such
serious problems, or to have confidence in the country's ability successfully to
introduce up-to-date technology. In addition, communication facilities are very
limited, the level of illiteracy is high, there are few newspapers and T.V. broadcasting is
confined to the main cities. These are some of the factors which have increased the

1solation of many people from the world environment.

1.7 0il1

Oil is the lifeblood of the Iraql economy. Iraq is the fifth largest oil producing country
in the world. For many years, however, she was unable to end international
monopolisation of her oil reserves and rise above her economic backwardness. Only
through political independence could she use her wealth to achieve socio-economic
growth. To maintain more control over its resources the industry was nationalised for
two main reasons: first, to achieve greater economic and political sovereignty, and
second, to meet the desperate need for increased revenue to finance the process of
industrialisation.

In 1970 the multinational ofl companies made drastic reductions in ofl production
(as much as 19%), during a period of dispute and negotiation with the government. The
1968 revolution made important political and economic changes which paved the way
for the resolution on nationalisation, introduced in June 1972. The changes affected

relations between oil producing and oil purchasing countries, and put an end to the
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concessionary, monopolistic situation which had prevailed until that time. Now,
nationalisation offered an opportunity to use the financial returns from oil in the
service of the national economy.33k Daﬂy average production has méreased as shown in
Table 19 from 1312;6 barrels a day in 1’966 to 2.682 million barrels a day in 1882. In
1966, Iraq's net méome of foreign \currency derived from the oil sector was ID188
million, rising to ID954 million by 1982; The ofl revenue shére of the national income
In recent years amoﬁnted to 37% and was mainly used to ﬂhance the national
development plans. The huge increase m the country's financial reserves after the rise
in oil prices at the énd of 1973 proﬁded the material resoufces to support investment
programmes. Totai investment allocations in 1971 amounted to ID116.53 million,
rising _from ID2,169 million in 1975 to rhore than 3,020 million in 1985. Moreover, the
ofl sector represents approximately 90% of the Irag's total foreign exchange revenue,34
This revenue is also used to offset the payment deficit incurred by other sectors in order
to bring the balance in Iraq's fa\;our. Thé govérnment rationalised the revenues on an
equity basis to finance the government's ordinary expenditure budget, and the
expenditure involved in emplementing the economic plans. As revenue from exports by
other sectors has increased (e.g. dates, cement), dependence on oil for financing the
government's ordinary expenditure A’has decreased. However, such ﬁtal projects such as
fertiliser plants, refineries, and petrochemical manufacture require heavy investment
and therefbre involve greatér dependence on oil revenue.’ Such projécté can help to meet
the country's needs for bil by-products and fertﬂisers for agriculture and even enable
Iraq to export any surplus when these by-products exceed the country's actual needs.35
The oil sector developed to a marked kextent in only a short period of time,
Particularly in the field of refining. In recent years, Iraq began to establish some

refineries and petrochemical plants in other poor countries in the Arab league, to

achieve political and economic objectives.
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]
Table 19: Quantities of Crude Oil Produced in Iraq (1965-1982) f

Year Dally Average Ahnual Production
Barrels/Day {Metric Tons)
1966 1312.6 479099
1967 | 1392.2 508141
1968 1228.1 448239
1969 | 1503.3 550208
1974 2018.0 736588
1975 | - 1976.0 719275
1976 | 22620 825533
1977 24220 122370
1978 . 2.957 146110
1979 3.654 176288
1982 | ) 2.682 133141
Source :  Ministry of Planﬁing. Annual Report, 1985.

Table 20:

Development of Commodity Exports, 1959-1982
(ID, thousand)

1959 1969 1973 1982
Oll Exports ' 202 347 625 954
Other Commodity Exports| 11 22 33 40
Total Commodity Exports | 213 369 658 994
Oll as % of Total 95 99 95 05

Sources: 1. Nel-dien, Ol Contributions to the National Economy and Its Impact on

Development Programmes. Ministry of Information, 1978.
2. Ministry of Planning, Annual Report, 1985.
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Table 20 {llustrates tho development of oilrexmrts compared to exports of other
commodities between 1959 and 1982. The value of oil exports increased more than
four-fold over these twenty-three years and could have increased even more but for the
unusual circumstances of the country at the present time. On the other hand, other
commeodity exports did not achieve this high rate of increase during the period referred
to, because the government was concentrating its efforts on "expandlng the industrial
sector at the expense of all other sectors. It is worthwhile potnting out that the increase
in the nattonal income at an annual rate of 34% and the increasing contribution of the
various economic sectors from 1975 to 1982 related to the effect of the oil sector on the
economy in general. Most of these changes took place when the benefits derived from
increased oil prices list began to be experienced . To be more independent, the
government establlshed an autonomous company to manage and operate a tanker fleet
for transporting ofl amounting to eight tankers by 1980, with a total tonnage of 211.3
thousand tons which are over the capacity of the total annual oil production. Iraq
signed a contract with Wesfem Europe to bring the Iragi oil tanker company's total
tonnage to 1.4 million tons.36 Table 21 represents the total production and export of
crude oil 1n Iraq from 1977 to 1982.

As a further step towards industrialisation, Iraq made an even better deal with
some European countﬂes. tradlhg crude oil in return for Western technology. Some
contracts have been signed with Japan, Brazil, Italy, fof various industrial purposes.

Such barter deals have come to be heavily relied on by the government in its

International trade. Such a policy began to be fmplemented with other Western

European countries in relation to consumer goods rather than technology.

1.8 Foreign Trade

Foreign Trade has a vital role to play in the national economic structure and in the

process of development pursued in Iraq. Its importance is due to the Iraqi economy's
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Table 21: Production and Export of Crude Ol in Iraq, 1977-1982.

Year Daily Average Production Annual Production
Million Barrels/Day Mtilion Metric Tons

1977 2478 122.370

1978 2.957 146.110

1979 3.564 176.288

1980 2.682 133.141

1981 1.070 52.585

1982 1.106 53.981

Source: Ministry of Trade, Annual Report, 1983.

'rable‘ 22: Total Value Imports,

Export of Iraq Foreign Trade, 1972-1984,

(ID 000)
Year Transit Re-export Exports Imports
1972 33801 497 22782 247870
1973 65485 2394 28614 234680
1974 JSBB095 272 32523 270317
1975 89724 805 28130 700088
1976 118141 2 35565 1244765
1977 121947 - 46543 1024654
1978 93056 - 63914 1473576
1979 101875 - 83687 1738906
1980 111602 - 121984 2208079
1981 183101 - 16859 2333845
1982 209888 - 15554 2942420
1983 527942 | . - 81801 1901277
1984 672814 - 82730 1958440

Source: um inistry of Planning’s Annual Report, 1985
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ability to export especially in the fleld of ofl and consumer products, and also to the
high level of revenue derived from exporting these products. In this section the value of
exports discussed excludes the value of crude oil and sulphur, and the values of
commodities are given on the basis of C.LF. for imports and F.O.B. for exports.
Excluding the oil revenue it gives a true picture of the Iraqi balance of payment by
taking account only of the export value of non-otl products.

For the year 1973, the amount of imported products represents about one fifth of
gross national income, and one fourth of the consumption expenditure. The situation
worsened in 1977 when imports rose more than five-fold, from ID270.3 million in 1973
to over ID1,024 million in 1977.37 On the other side the commaodity exports constituted
one sixth of gross domestic product. In 1973, non-oil exports accounted for only 2% of
national income. Table 22 representing the total value of imports and exports from
1972 to 1984, shows the development of Iraqi foreign trade. The figures show that Iraqi
exports increased only abour four-fold from ID22,782 million in 1972 to ID82,730
million in 1984. In that year, Iraqi exports of oil showed a remarkable increase. Thus
In addition to domestic products, exports had a marked effect on the growth of the
economy, '

The other side of the coin is shown by the import figures. Commodity imports have
also increased about eight-fold during the same period, from ID247,870 milllon in 1972
to ID 1958,440 million in 1984, ~Such an increase in imports could be interpreted in
terms of the growing need for capital to support the process of economic growth. On the
other hand, the differences are clear between the level of import and export. Imports
Increased by eight times, export by three times, and 'thls supports our previous
statement that ofl revenue is used to offset the deficit in the balance of payments in the
foreign trade. The gap between hnpoft and export levels has narrowed in recent years,

reaching the lowest point in 1974, the proportion of the national income it represents

decreasing from 22% in 1961 to an average of 16%.
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Table 53 'shows that in foreign tréde. public sector activities in foreign trade are
predominent compared with private sector activities. For example, the share of public
sector import activities mcreésed by 150% from 1978 to 1984, wherea; the private
sector share increased by only 2.5% during the same period. The marked increase is due
to the expansion of trade in some agricultural products such as dates, vegetable oil to
different countries. |

- Table 24 reveals that manﬁfactured goods such as petrochemicals and ofl products
leading the export list with agﬁcultural products , moStly dates, occupymg the second
position. Imports of capital goods, computed in value terms, display a variation from
year to year, depending on the current level of development in the country. But their
value ranked first in 1977 at ID486.9 million against ID1,139 million in 1984
rePreSenting about 58% of the total unportéd pi'oducts. | |

Agricultural raw materials, ranked third in Iraq's imports to meet the country's
ngeds. including the food mdﬁstry's requirements, show considerable increases since
1966. This supports our point of viuew, namely that improvement in Iraq's food
industry depends on the avaﬂﬁbmty of the raw materials needed to meet the increased
demand for processed food. |

Durable consumer products constitute the third highest level of imports. Such
hnpdrts usually tend to dlspiay a variation over time. This variation reflects the
emphasis placed by the government on capital goods and agricultural raw materials
which are given high priority in relation the the cduntry's needs.

Table 25 shows Iraqi trade (imports and exports) with various groups of countries
r°" the years 1982-1984. The first tmpression derived from the Table is that Iraql
exports are-less than imports with such marked dlﬂ'erences causing a deﬂcit offset only
by the ofl revenue, Most Iraqgi exports are to Arab and Asian countries. Imports from
the Arab League totalled just 4% in 1982, raising to 5% in the 1984's, whereas the EEC

Countries represent Iraq's matn source of imports, acounting for about one third of total

52



Value of Imports And Exports By Sectors :

Table 23:

1978 - 1984. (ID 000)

e Foreign Private| Public | Total |Foreign|Mixed | Private| Public ’}‘otal
1978 | 500 7836 | 55078 | 63414 |1332 |27455]| 127072| 1317717|1473576
1979} - 9612 74075 | 83687 | 6752 21350 132630] 1578174{1738906
1980 | - 5411 116573 12198414776 | 24427 215850| 1963027{2208080
1981} - 6797 10062 | 16895 {4902 |25414| 321551 1981978|2333845
1982 | - 7127 8417 {15544 14863 ’ 52435} 443122| 2442000] 2942420
1983 | - 15137 | 66664 |81801 {1063 |40129| 167298| 1692787|1901277
1984 | - 6430 | 76294 |82730 |61 67932 | 292036| 1598410|1958
Source: |

Table 24

Ministry of Planning, Annual Report, 1985

Foreign Trade By Economic Categories ( value, ID 000) 1984,

Economic Category

Export Import
Food Stuffs, Dairy Products, Meat| 6807 438279
Beverage and Tobacco 104 35931
Raw Materials such as, Paper, pulbs 2874 38840
Mineral fuel , Gas 70284 3534
Chemical And Petrochemical 102 172247
gﬁ?&“ﬁfa Process animal oils - 26009
Manufactured Goods, cement, 2405 487863
Textile Machines

Machines & Electrical apparatus | 91 650673
Furniture, Lamps, Footwear 63 102849
fci;'l?er:ns, colns not being legal - 2215
Total 82730 1958441
Source:

53
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Iraql Trade (Export And Imp

Table 25:

orts) with other countries/groups 1982 -
1984. (IDM)

1977 - 1982 193 1984
Zone And country Exports Imports| Exports Importy Exports Imports Exports Imports
Arab Countries | 87 {184 |66 |1440 |132 |ss2 |74 |1007
Western Eufope 8.6 552.0 |2.9 ‘ ]:595.8 » 55.4 959.- |55.6 |828.5
Eastern Europe | 3.6 99.0 |09 197.0 |19 1482 |04 159.6
Asian Socialist | 7.4 15.9 2.4 34.2 - 222 |- 11.3
Other Asfan 14.7 206.9 1.7 759.2 110.8 588.2 | 18.0 5733
Countries
African Countries 0.5 1.3 0.1 66. |- 4.3 0.2 4.6
N. American | 2.9 788 |02 |1200 |02 536 |02 [1706
Countries
S. American - 21.3 0.2 1496 - 254 |- 62.4
Countries ' ‘
Australian 03 |303 |03 |[263 |- 11.7 |04 |38.0
Countries
Total '46.7 1023.9 115.3 [294.7 81.5 1900.8| 82.7 1958.0
Source:  Ministry of Planning Ann'ual Report, 1985.




imports tn 1984,38 while such imports, accordiné to recorded figures, have more than
doubled increasing from 247,289 in 1975 to ID1712,243 in 1982. Although there is no
up-to-date data available the researcher believes that the percentage of imports from
these sourckes inércased considerably due to the new policy of using Western technology
in the development process during the period 1975-1980. To reduce the impact of this
unfavourable situation (i.e. excess of Imports over exports), and to attain Iraq's
national objectives, a tremendous effort has been made to find markets, through
participation by the Arab Common Market, by means of new agreements with a number
of countries throughout the world. Iraq's initiative took the form of improving local
products eSPeciélly in the date industry which achieved an increase in the level of
exports to Wcstern countries as new market potential ’was explored.
1.9 Population Characteristics ,
According to the FAO figures, the presént Iraqi pbpulation is 15.5 million. Table 26
shows the Iraqi population by Governorates. d‘he population has increased threefold in
forty years. About 52% of the population of Iragqre Arabs. There are also the Kurds,
Persian, Turkuman, Christian and Jewish groups. the Kurds representing the second
largest percentage of the population The density of the population is about thirty-six
persons per sq. km., including the uninhabited desert areas, this figure would increase
to be 64% if the desert was excluded, see Table 27. The low population density indicates
that a very large area of the country is available for potential cultivation.

According to Ministry of Planning estimates the present ratc of population growth
In Iraq is about 3% per annum.3® The rate of growth has increased as a result of the
significant fall in the death rate. The difference between the crude birth rate and the 7
crude death rate was about 0.9% between 1957 and 1974,40 and this is an indication of
the government's effnrts to increase the quality of the health services throughout the

_entlre population and thereby introducing chang'es in the population structure. The
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Table 26:

Estimates of population By Governorates And Sex for 1983 -

Governorate Male Fermnale Total
Nineveh 683046 675036 1358082
Salah-Al-deen 228271 214511 412782
Tameem 36981 1 28 1 154 650965
Diala 347563 343787 691350
Baghdad 2363522 A 2285087 4648609
Anbar .304659 277399 582058
Babylon ‘ 36.7697 371334 739031
Kerbela 164391 - 164843 329239
Najaf 235477 236626 472103
Qadisia 254039 ‘ 257760 511799
Muthana 124301 129515 253816
Tht Qar 356213 369700 725913
Wasit 245807 237819 483716
Maysan 200671 202172 411843
Basrah 681223 622930 1304153
Dohok 189206 141150 330356
Arbil 400615 342067 742682
Sulaimania 489680 . 416815 - 906495
Total 8015282 7569705 15584987
Source:  MINISTRY OF PLANNING , Annual Report, 1985,
~ Table 27: “ ‘ .

‘Dlstrﬁmtion of Population And Areas in 1983.
Details Area(SqKms) % Population Density(%) %g)ot)datton
Area of Governorates 266500 608 | 36 15.5
Deserts Areas 171817 392 | 6 -
—_—
Total 438317 100.0 | 1000 15.5
Source;

MINISTRY OF PLANNING » Annual Report, l98s, -
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demographic segments of the population are presented in Table 28. Analysis of the data
indicates that in 1985, 32% of the Iraqi people were under 10 years of age, 26% were
under 20 years of age, and less than 10% were over forty. In Iraq as in most developing

countries, families are large.‘ averaging six over the whole country, and life expectancy
in general is short.

1.9.1 - Labour Structure

Aécordlng to staﬁstics. the proportion of the Iraql population engaged in active
employmenf was abouf 54% (l.e. 8.3 million) in 1985. This percentage is compatible
with the structure of the population where just under 45% is less than 15 years old, as
well as the 1ncrea$1ng participation of females in economic acttvities.4] The number of
people pursuing economic activities in 1984 is shown in Table 29. The proportion of the
active population (emplyoyed in agriculture is higher than in each of the other economic
séctors. ’rhis phehomenon océufs not only in Iraq, but in most developing countries.
The figures show that the proportion employed in other sectors Increased between 1970
and 1984, but decreased in the agricultural sector due to the imigration of people from

rural to urban areas, and the fact that partictpation by women is increasing as changes
of attitude have taken place. |

1.9.2 ' :Education k ‘ ’

Education s very important in the creétion .of a modern soclety, as modernisation
dependé upon the contﬁbution of P educated people, linked with the availability of
natural ieséurces. capital, and foreigh technology. Educated and trained manpower is
one element in the development process. Since 1966 special attention has been paid by
the government to this sector and appropriate measures have been taken, introduced in
the earliest stages of education. It hopes therebyr to gain the people's cooperation so that

they will benefit increasingly from education in order to be able to achieve self-
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Table 28:

. Population Distribution According to age in 1985 (000)

Age groups Urban Areas Rural Areas Total Percentage %
0-9 3277 1704 4981 32

10-19 2675 1200 3875 . 26

20-24 2000 327 1427

25-29 - Q07 231 1139

30-34 708 188 896 32

35-39 562 159 721

4075 1709 735 2444 9

Over 80 . 62 41 - 102 1

Total 11000 4585 15585 100.0

Source

Minishy of Planning, Annual Report, 1985.

Table 29:

Number of Personnel By Economic Activity From 1970 - 1984 (000).

Year Population Acttve Population |
Total Agriculture Total In Agriculture 9% in Agriculture

1970 9356 4362 2410 1124 46.6

1975 11020 4783 2775 1204 43.4

1980 113205 5314 3246 1306 4.02

1983 14654 5622 3572 1370 384

1984 15158 5723 ‘ 1391 37.8

3685

Source: FAQ, Production Year Book vol 38, 1084,
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fulfilment. Table 30 shows the number of kindergartcns for the years 1976 and 1985.
The number increased from 276 to 584, accompanied by an increase in the number of
both children and teachers. »

The increased provision of educational opportunities is showri in Table 31.
Analysis of the figures shows that in 1985, 74% of six-year old children attended
primary school, 25% of thirteen-year olds attended secondary school, and 1% of 19
year olds attended Universities. Examination of the figures compiled in the annual
report of the Ministry of Planning relating to education reveals that enrolment in both
primary and secondary stages increased from 32% in 1961 to 99% in 1985, and this
reflects the structural changes in the educational system introduced through the
tremendous efforts made by the governmefxt with the support of "Unesco” and the
redistribution of investment in the three stagés of education.

Seven universities have already been established in addition to the foundation of
"Technical Institutes" to meet the rising need of young Iraqis seeking higher education,
providing a variety of subjécfs. ‘1nc1ud1ng engineering, medicine, business studies,
economics, agriculture and law. But up to the present time, the universities suffered
from a shortage of qualified staffs and this has forced the government to seek help from
Egypt to cope with this problem. Every year, students are sent abroad in order to reduce
the effects of such sﬁox‘tages. In some fields some of the Iraqi universities are‘ now more
capable of meeting some of the needs of Iraqt society, and they are also in a position to
meet the manpower requirements {n cértain flelds, e.g. Law, Teaching. Baghdad
University provides about 42% of available higher education. Almustansiriah
accommodates about 33% of the student populatidh. and the remaining 25% is divided
among the other four universities. One person In one hundred and sixty in Iraq (1’975)

is a student in higher education, while the corresponding figures for the U.K. is only one
In two hundred and twenty,42
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Table 30:
Kindergartens And Teachers in 1976 - 1985_

e Ihcrgz%lferganens Ig?u‘l){irren : ¥ga%fhers
1976 276 | 51840 2291
1977 306 56347 | 3e03
1978 333 | 67265 2862
1979 358 | 80418 3079
1980 387 76507 3235
1981 437 81449 3696
1982 507 79456 4175
1983 523 76663 a2
1984 549 80812 4335
1985 584 - | 81431 | 4657
Source:

Ministry of Planning, Annual Report, 1 985

Table 31:

Numbers of Students According To Stages For The Accademlic year 1985,

imﬁ Male Female Total Percentage%
| /'mary Stage 1554082 1258434 | 2812516 | 745
ycondary Stage 660346 371214 1031560 | 25.0
Ocational School 31252 88838 120000 | 0.2
Niversities & ‘ \
Stitutiong - CoRmMcal | 92824 43864 | 136688 | 03
2338504 1762350 - | 4100854 | 100.0

Ministry of Planning Annual Report, 1985.

6




The pressure on the Iraql universities has affected then adversely and the level of
education provided has deteriorated for a number of reasons. These are a shortage of
qualified staff, teaching loads are increasing far beyond staff capabilities and
consequently, there have been complaints that such rapid expansion in the field of
education has resulted in a deterioration in the quality of educational provision.

However the education policy is derived from political decisions and it must be

implemented despite objections by academics.

1.9.3 Literacy

A high level of illiteracy is one of the characteristics of the developing countries. In
Iraq the number of illiterate people has been considerably reduced during the last
twelve years, due to various measures taken by the government. The percentage of
illiterates in the total population which stood at 81% in 1961 according to government
sources, decreased to 73.7% in 1977, representing an average annual decrease of 1%.
The number of illiterate workers in all government departments in 1985 was 120,249 of
whom 108,224 were males.

The level of illiteracy in a country may restrict the potential for success, by limiting
possible expansion into new markets and it also affects a firm's operations. In such a |
soclety, it is difficult to obtain skilled manpower or the executives required to
implement the development process and consequently the nation's development is
impeded. Because of the adverse effect on the soctal structure, governments have made
special efforts to expand and improve educational services at all levels,

The government in Iraq has launched a national campaign to reduce the level of
{lliteracy and with U.N, support, introduced a compulsory measure to ensure that
Workers are trained in their departments. The flrst step in the campaign concentrates
on workers enge;ged in productive activities. In addition, the campaign aims at

establishing cooperatives for farmers and some special approaches are pursued in these
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campaigns, by means of the media. Table 32 compares the level of illiteracy in Iraq and
other Arab countries,

1.10 Marketlng " Infrastructure

The marketing infrastructure is to some extent an indicator of the level of development
in a particular country. ‘Thus. what is relevant here is that the marketing practices
generally pursued by growers are influenced to some extent by elements of the
marketing infrastructure. Some of these elements which are relevant to our subject,

and make a positive contribution to an efficient marketing system in Iraq will now be
discussed.

1.10.1 Transportation and Communication

These are elements of the economic infrastructure that play an important part in
helping to ensure efficiency in the marketing system. Transportation facilities open up
a wider and larger market and thereby encourage large scale industrial actlvity;43 In
Chapter Two, we mention that the marketing system in the developing countries is old-
fashioned and underdeveloped due to many factors, such as outdated transportation
facilities. Consequently, farmers have preferred to sell their products at the nearest‘
market to avoid incurring additional cost, whereas an improvement in these facilities
would provide an incentive for farmers to look for other markets where prices are
higher, thereby generating greater profit. This would alter the situation radically by
extending the present market to othér regions and even to the country as a whole.44
Transportation s a necessary condition of the exchange ecohomy and is
indispensible for growth. Where there is no transportation, economic activlty}l‘s
Testricted to hand-to-mouth subsistence levels. Specialisation and the generation of
Surpluses for exchange on the basis of comparative advantage is not possible without

the capability to move resources and goods from one place to another. The demand for
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Table 32:

Illiteracy Rate: Comparison With Other Countries ( 185 years or over).

Country ‘ Percentage %
Iraq 73.7
Egpt 74
Morroco ‘ 78.6
Tunisia 67.8
Kuwait 449
Lebanon 40
Algeria : , 81.2

Source: Paxton J; The Statesman's Yearbook, Macmillian Press Ltd, London 1976.
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transport services increases with working of the economy, and the provision of
transportation services can be an important determinent of the pace and locational
pattern of development. |

In developing economies where inter-industry linkages are less numerous and less
strong, transpdrtation is likely to have a much greater role in determining locational
patterns of deveiopment than in developed economies. In short, price elasticity of
demand of transport is likely to be relatively higher in less developed countries, and
reductions in transport costs are likely to have a larger impact in terms of bringing into
production the marginal piece of land, the marginal workers, or the marginal material
resources.45

Lauth,46 and Kindleberger, 47 stressed the importance of an efficient transport and
communication system, a point which is relevant to our subject, when they stated that
the food that farmers grow and sell must be transported and delivered in the form and
at the time and the places required by consumers. - But the transportation of farm
products does more than create the place utility that gives them real value. Without
transportation we would have to spend most of out time getting goods out of the village.
Knowledge of whether they can be sold outside, is limited by the cost of getting goods
Into the village, and ignorance of how much they can be bought for outside. In the
secircumstances, markets grow through increase in transport and communication.
The expansion becomes cumulative,

Some of these circumstances exist in Iraq. In Chapter 7, we shall see that transport

costs may deter some farmers from bringing thelir products to the wholgsale market

since these costs are not covered by receipts from sales. -

1.10.2 Roads

Development of the marketing system is partly dependent on transportation. The need

for effictent transport facilities in the process of economic development cannot be
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neglected. Unfortunately, despite the huge amount of money spent on economic growth
in the ﬁve-year. plans, little attention has been paid to improvmg roads, especially in
the remote areas. It is important to build feeder roads, to serve the most remote areas of
the country.  Such roads linked with the highways or main roads could become the
cornerstone of the country's trans;iort system. They can be justified within the
economic framework of the particular region in which they are located and in terms of
the cost-benefit calculations for producing the new output. Therefore the problem of
assessing feeder roads is essentially one of the kmeaSuring the response of output to
changes in transports costs along with and relative to all other inputs, such as land
clearance, settlement, storage, and marketing facilities. etc. In practice this often
means an agricultural project with a transport element.

Transportation activities in Iraq are undertaken by either private or public
organisations. Because transportation services and related activities are handled by
numerous individuais and organisations effective coordination cannot be achieved.
However although the present system is by no means efficient from the point of view of
actual transportation. it manages to meet the demand from other sectors. The public
sector carries out its transportation duties through the "Public Organisation For Inland
Transportation", It owns a fleet oi‘ four hundred trucks and plays an effective role in
t"anSPOl'ting goods Table 33 records the activities of the public sector transportation
for the years 1983 to 1985.

According to statistics (see Table 34), in 1984 the govemment owned a fleet oi' trucks
44,882 in its difi‘erent departments these constituting about 24% of the national total,
59% of vehicles registered in that year were 'pick-ups'. Iraq had one vehicle per 72.4
inhabitants compared with 1.6 persons in the United States, 3.1 in the U.K.48

Iraq's roads-by type of surface as at the end of 1985, are detailed in Table 35. The
total 1ength of road in 1985 was approximately 30,217 km. including 22,397 km. of

Paved road surfaces, with a further 650 km. under construction, the remaining 7,170
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Table 33:

Quantities of Goods And éommoditles Loaded By The Public Sector -

Inland Transportation - For the year 1983 - 1983

Year

In#idegmwem (I‘qut%/g{ Instd?n/ KmOutslde Total
1983 3.8 2.8 6.7 1.5 1.1 2.6
1984 6.5 3.2 97 | 23 2.1 4.4
1985 0.6 2.9 125 | 40 2.8 6.9

Sources: Compiled Report, Ministries of Planning, Trade, Annual Report 1985.

Table 34:

Number of Cars Owned by Governmental Bodies as in 1979 - 1984

Year

Kind

1979 1980 1981 1082 1983 1984
Passengers Cars | 21414 28163v 30273 | 35235 | 31907 24281
Load Cars 37659 42659 45932 | 53082 47030 ; 44882
Cars with special | 2048 4678 4697 | 6389 6712 6189
Specifications , ' -
Total 62021 75500 80902 | 94706 86549 75352

Source:

Ministry of Planning, 1984, p. 45.

Table 35:

Length of Roads By Kind And Number 1979 - 1985 (Km)

Source;

Mlnist'ry of Planning,. 1985.
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Year Modern Paved| % | OldPaved| % | EarthRoad| % | Totals
1979 11614 52 | 770 4 | o834 44| 22218
1980 13394 58 | 770 5 | sess 37| 22849
1081 15301 58 520 3 10389 39| 26210
1082 17119 59 | 520 3 | 1201 38| 28840
1983 18802 64 | 610 3 | 9960 33| 29372
1984 19917 68 | 650 3 | 8450 29} 20017
1985 22397 74 | 650 3 | 7170 23| 30217




km. being earth surfaced. In fact, the researcher believes that the earth roads which are
the feeder roads in the remote areas are in fact more numerous and this emphasises the
despcrafe need to link them with main roads in order to connect rural and urban areas.
However, the percentage of paved roads increased to 74% of the total length in 1985,
compared with 52% in 1979. This points to the possibllity of a more prosperous future.
Investment in highways is being directed towards improving the standards of the
existing road network, assuming that the total leﬁgth of the state and provincial
highways will more or less remain constant. Thus the improved standard of the
highways will enable them to accommodate greater volumes of traffic. The earth roads
are unsuitable for transporting agricﬁltural products, in summer and are useless in
winter. The inefficient transport system in Iraq has entailed severe additional costs
for marketing products in general and food and crops in particular. If agricultural
marketing starts at the farm gate, it is dlﬁ'icuit to achieve full development in the field
of agriculture, with such an inadequate infrastructure. Thus greater efforts and

additional finance must be devoted to increased expansion of the country's network of
roads.

In Ifaq there are 22.1 km of roads pef 100 sq km of land and 1.1 km for every
thousand of the population. A comparison with other countries in the Midle East is
given in Table 36. From the capital, Baghdad, three main roads link Iraq with its
neighbours, and by extension with Europe. These main roads cross national borders at
Khanakeen in the east, at Rutba in the:west and at Talkuchek in the north, connecting
Iraq with Iran, Jordan, Syria and Turkey - Europe respectively. (see Figure (2 )’k | ).

In general, improving the network of roads will benéflt the economy. The main
advantage of improving this method of transport was ﬁbinfed out by O’Connor49. in his
discussion of the transport network in Uganda, when he stated that the single most
Important characteristic of road transport is its ﬂexibillty. The choice of points at
which a rail Journey may begin and end is very limited, whereas a road haul maybe
undertaken between any two points on the road system, which is itself far more
extensive than the rail network, especially when all the tracks are taken into account.
Road transport is also flexible in that it is suitable for traffic transporting goods in

small quantities as well as in bulk. Moreover, in Uganda much of the demand is for

small scale movements between a wide variety of places.

6/



Figure 2 Map of Road Network in Iraq
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Table 386:

Comparison Road Percentage To Population In Some Middle East

Countries (Km),

1000

con Wit | e
Iraq 22.1 L1

Egypt 385 1.4

Algeria 8.1 1.5

Morocco . l22 32

Syria 59.4 1.8

Iran 245 1.6

Jordon 84.2 3.1

Source: Paxton, J editor

London 1976.

. The Statesman's Year Book 1976 - 1977, Macmillan Press,

The above situation exists in Iraq, as we shall see later in our discussion of rail
transport since the present railway network does not cover the whole country. In fact
the major routes'only link the main cities; but since agricultural production is spread

over wide areas of the countryside, the demand for a communication network which

caters for small scale‘movements definitely exists.

1.10.3. Ralil Transport:

The "State Raflway Establishmerit" contmubusly 'mcurs operational losse, as a
result of defects tn their system, such as the lack of properly organised administrative
methods and it is also affected by the trend towards freight transportation by road.
Because transportation is continued on lines which have lost their clientele, the
Operational losses continue to increase. The Iraqi State Railways have not reached the

Operational standards required by modern railways. The total length of railway track
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in 1985 was 22900 km, representing 1 km for about 5050 persons, and many large cities
are still not connected by rail. According to the latest available information, the
governmenf has signed several contracts with a number of European companies to
construct a new railway network to cox}er the whole country and it is expected that this
will be completed in 1990.50

It 1s obvious there are many formidable problems relating to this sector of
transportation, and which has suffered through not utilising its existing capacity
efficiently. First, the railway system is too old, as one of the three main tracks was built
when the BnUSh controlled Iraq in the 1920's, and therefore the cost of its maintenance
is higher than the cost of building a new one. This, being the case, the machines and
tools used to transport goods are obsolete, not having the advantage of up-to-date
technology. Furthermore, such tracks are not suitable for carrying consignments of
heavy goods in addition to which, two different guages are used, which means that goods
have to be transferred to another track to reach their final destination the track for
which is of a different guage. Moreover, the diversity of the goods being transported may
result in damage to merchandise, especially agricultural produce, if this process takes
several days. Finally the amount of money allocated in the various five-year plans for
Improving the railway system was insufficient. Records show that about ID.40 million
was provided for this purpose in each of the give year plans and, this amount is
completely inadequate for improving the country's railway system, Because of the
above problems, people decide against using railways, preferring to use other means of
transport such as tracks. This conclusion is supported by published statistics. In ‘1 985,

the goods carried by rail totalled 4155 tons, whereas 1,373,007 tons were carried by
tracks and lorries.
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The number of passengers using the railway services decreased even more
compared with those travelling by bus. In 1985 about 2,689,000 passengers using

rallways services whereas 35,893,000 passengers used buses during the same period.

1.10.4. River Transport

AlthOugh two main rivers cross the country from the North-West to the South,
little attention is directed to using these natural resources for the benefit of the
economy. Generally speaking, the situation in this sector is worse than in the other
transportation sectors, River transport is mostly used by people living on both sides of
thc_river. L;articularly in the rural areas, where modern transportation methods are
lacking. Most of the agricultural products in these areas are carried in this way. But the
transport methods are still primitive, and locail‘ly organised.

This sector is completely neglected despite its potential for providing economic
benefits, Table 37 shows the quantitites and kinds of goods carried by river transport.
The figures llustrate the poor perforrnance by this sector, and it i{s not a healthy
situation. The amount carried in 1974, 197&'; and 1976 decreased from 50,149 to 41,570
and 27,004 tons respectively. Also the Table shows that the public transport sector
makes no use of these facilities since 1980.

About 80% of Iraqs trade is transported by sea. Moreover, this means of transport
ls the most reliable and the cheapest, if we take account of the volume of commodities
shipped over the long distances involved. Therefore, the organisation of this method of k
transport by government intervention will provide a great deal of foreign currency in
the long run. To remove the general obstacles impeding the development of foreign
trade the provision of ships and suitable containers for all different types of produce is
a matter of great importance for successful exporting, especially for the perishable
Products, such as dates that Iraq exports. Providing her own shipping facilities would

free Iraq from the monopoly exercised by foreign ship owners.
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Table >37:

Quantities And Kinds of Go\o‘dsk Carried By River Transport ( Tons)

72

Kind of Goods 1974 i 1976
Palmoil 23491 32966 25014
Fuel oll - 4810 . 990
Animal Fat . - 1000
Paper Pulp . 3145 600
Crude O11 4997 2630
Iron powder 9550 320
Wood 321 244
Steel wire 1415
Iron 1258
Gas 011 1536
Salt 1680
Bricks 870
Corn 750
_Other Matertals 1136
. Total 50149 41570 27004
Source: Ministry of Planning, 1976,



In this context the "Iraqi Maritime Transporting Company" (IMTC), was
established in 1952 by Law No. 76. The aim of this law was to protect Iraq's interests
against the monopoly enjoyed by foreign carriers which imposed restrictions, severe
controls, and excessive cost in the conduct of Iraq's foreign trade. But although the
company was established in 1952, no “action was taken until 1962, when six cargo ships

were ordered from different foreign countries. However, following this initial step,

greater efforts must be undertaken to develop this sector of the economy.

§

1.11. Wholesale and Retail Trades

This sector of trade has flourished, occupying a strong position and it has
considerable influence compared with the other sectors, which also contribute towards
national production. The internal tr;ade covers only the private sector of the wholesale
and retail trade. The "Central Statistical Organisation," conducted an internal trade
census for these establishments during 1975/1976, to ensure the merchandise
circulation movement, the buying and selling costs of merchandise and the elements of
such costs at different seasons. The result of this census is compatible with the report of
the United Nations Statistical Year Book issued at that time.5! The size of these
business varied from large department stores which are well organised, practising
book-keeping and recording information about their activities to businesses
established by small familes or home-based enterprises which kept no detailed account
of their dally performance. Most of the wholesale and retal trade is concentrated in the
capital, Baghdad, and other major cities. These act as distribution centres for other
locations, For example, Baghdad is the centre for the Middle provinces of the country.
Basrah and Mosul for the Southern and Northern provinces respectively. Among these
centres, Baghdad has undisputed supremacy. This situation has existed for a long time
and it seems likely to continue in the future. The 1966 census of distribution and trade

revealed that there were 1507 wholesale businesses throughout the whole country,

75



émploying 5,000 people--600 firms were l’loéated in/ B’a’ghdayd employing 2,000 staff.52
The value of wholesale sales was ID.54 million in the country as a whole, two-thirds of
which (t.e., ID.33.6m), represented sales in Baghdad alone.53 Most wholesale
businessmen usually specianséd in one item or one line of related items. Some of them
have begun to engage in retail activities but only on‘a lirhited scale, Table 38 shows the
number of wholesale establishments by major specialisation and the number of
employees, as recorded in the last census which took place in 1984,

Retalling activities have increased considerably compared with the wholesale
trade. This may be due to the ease of entry into this sector as most of these activities are
small family businesses, which do not require a large amount of capital, and such
abtlvitles are located within purchasér's own premises so that their datly shopping can
be carried out in such shops. Accordingly the level of services is low, and only one or
tWO people are required to run the busines's.r In 1956 there were approximately 36,000
retail establishments employing 47,000 people, with annual sales estaimated at ID.22.6
million. The number of workers increased to 50,299 in 1984.54 Most workers in these
establishments, including women, are family members. Thus such establishments in
most towns are operated mainly by small retatlers whd perform.55

a. The physical movement and storage of goods.

b. The provision of information concerning the nature and use of goods.

¢. The standardisation, grading, and final processing of goods.

d. The provision of ready avatlability.

¢. Bearing risks,

f. Finance and extension credit to consumers.

These establishments have an effect of the social structure and on the pattern of
the people's daily lives. They become meeting places for friends. Their existence in
villages or towns leads to other activities. Farmers, for instance, may sell part opf their

agricultural produce in return for such things as cloth, sugar, or other consumer goods.
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Table 38:

Number of Manufacturing Establishment By Major specialisation And
Number of employees in 1984.

Major Specialisation Izmw;bozre of gmﬁ{n onts
Mining & Extraction 3955 7
Foodstuffs Manufacturing t 25248 149
Beverage Manufacturing | 648 20
Tobacco Manufacturing E 4870 2
Textille Manufacturing 24915 90
Tailoring And Clothes 3778 14
Leather And shoes Manufacturing 5477 8
Furnitures/Industry 1978 21
Paper Products & Printing 8378 o %9
Chemical Industries 29571 154
Non-metalic Mineral products 31678 | 215
Basic metallc Industries a0 | 2
Metalic products Industry 1937 30
Manu - & Repair of Machinery | 7219 10
Manufacture of Electrical Machine 9712 14
Manufacturing of Transport Equipment | 1664 5
Measure and Control Apparatus . - 20 1
Other Manufacturing Industries 27 1
Grand Total 169994 782
Source;

Ministry of Planning, Accumulative Statistics, 1984.
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During the last ten years, co-operative retailing has also been introduced. Each
establishment serves a particullar segment of employees working in a particular
government departmenf. The number of these establishments has increased for a
variety of reasons, such as the confidence and trust shared by its members, the good
quality of available merchandise, low prices, and the advantage of being able to use
such centres for meeting friends from time to time. Some details relating to these

establishments are presented in Table 39. The number of these units totalled 18 and 65,
in 1974, 1984 respectively.

1.12., Urbanisations.

Although still pfedorninantly agricultural, Iraq is continuing to urbanise rapidly.
Since about 1950, a steady flow of migrants from the rural areas has been crowding into
Iraq's towns and cities. This migfation is caused by a combination of push from the
villages and pull from the cities ’and is facilitated by the improvement in highway
transportation efficiency.

Since the early 1950's a great deal of land has been left uncultivated, village
populations have grown, causing a number of agricultural workers to migrate to urban
areas, as a result of rural overcrowding in relation to the land resources. At the same
time, the lure of employment and the provision of education for their chﬂdre:n. together °
with the lack of rural amenities and, the physically less-demanding way of life, have
attracted villagers to towns and cities.56 Generally, In Iraq, economic factors
constitutes some of the principal causes of urbanisation. The flow of people from rural
to urban areas has caused over-population in cities, so that there is a considerable
number of unemployed péople in the cities. In fact internal migration in Iraq, which is
Currently taking place, also has an inter-regional character, as there are great

Inequalities in the economic levels achieved in different reglons of the country.57
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Table 39

Consumer Cooperatives in 1984

Details Unit Amount
Number of Cooperatives Number , 65
Members - : 253845
Paid Capital IDO0O -~ 1506
Reserve Capital ‘ - 5129
Number of Employees | Number 1736
Total Wages Pald =~ IDO0O ‘ 1256
Expenditure " 173
Total of Purchase " : : 46591
Total of Sales " 48387
Value of Fixed Assets: , :
Lands IDO0O ‘ 5
Buildings : " . 299
Furniture ' " - 399
Equipment " 329
Transport Means . " ‘ 410
Others " 68
Total: 1510

Source: Ministry of Planning’s Annual Report, 1984.

As a result of such internal migration, Iraq is becoming increasingly urbanised,
even although almost two thirds of the population still live in some 445 villages. Thus
the proportion of the total population resident in urban communities rose tp almost 35
percent in 1984.58 From urbanisation and the number of workers who have left the
agricultural sector to seeking employment in industry in large cities of Iraq in 1984 (see
Table 18), it can be seen that urﬁanisation precedes mdustriélisation. |

Urbanisatlon in Iraq has led to the grthh of population masses in and around the
big citles. This up\w}ard irend in the population of the city centres resﬁlted in an
Increase in vthe number of people employed in government departments in unskilled
Jobs, or in retaﬂiﬁg and industry. The heavy flow of migrant people: has created an
Increasing demarid for jobs, especially by the unskilled. A simﬂaf sitﬁation exists in
most deycloplng | countries, When developrﬁent has not taken ‘place. There is

unemployment and a considerable degree of under-employment, especially in service
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Industries, such as retailing, in which minimal skills are required. The number of
houses built during a period of time may support the direction of increasing
urbanisation. Moreover, how many of these units used for personal residency. Table 40
shows the number of private dwellings completed by Governorates between 1975 and
1884. The number of houses completed totalled 22,752 and 57,126 in 1975 and 1984
respectively. Of these units 21,854 and 41,844 consisted of private dwellings. This
represents the pressure on the city centres, and the increased level of migration. =
The growth of urbanisation is an important factor positively affecting tlxe pattern
of demand for food. Since 1960, Iraq has experienced a significant increase in the level
of migration from rural to urban areas. The weaknesses in the marketing system,
chaos in the organisation of the agricultural sector, and the effect of an increase in oil
revenue have created fundamental changes in social-economic conditions, and have
also lead to the development of the manufacturing sector of the economy. Many new

industries have been established and improvements in existing industries have taken

Table 40

Number of Private Sector Dwelling Unlts Completed during 1975 1984
by Governorates

1975 1985
Use of Use of
Covernorates Houses Flats Houses Houses Flats | Houses
Nineveh 1605 4 166 6093
Tameem 266 - 248 2093 52 | 2263
Diala 550 2 502 1704 173 | 1901
Aaghdad 13030 147 | 12522 11439 556 | 21311
papar 214 - 174 | 1179 95 | 1553
Korte! 882 - 862 998 21| 1329
Natag 1471 29 1422 1314 51 | 1519
aja - . - 1237 33| 1267
gladlsya ‘ 492 - 482 1357 24 | 1407
THana 210 . 196 648 8| 770
Wase® 671 . 670 3948 12 | 4608
Maysa 374 - 337 1357 10 | 1525
Baseok 205 - 175 542 8 632
Dohok 1406 9 1374 2910 73 3134
Arbil -7 - 75 806 9| 883
Sula ’ 988 12 088 2059 154 | 2681
—_3ymania 309 3 290 2260 2 2992
Total: 22752 359 | 21854 41844 1464 | 57126
SOUJ‘Ce;

Annual Report; Ministry of Planntng, 1984.
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Place. All of these changes have acted as a disincentive to those employed in the
agricultural sector, leading employees to seek work in other sectors of the economy.
Such movements eventually change the pattern of food consumption. The effect of
urbanisation on the pattern of food demand was demonstrated by a study carried out by
the FAO. 59 The study found that "people who shift from rural to urban areas tend to
acquire the custom of their new environment. They are more dependent on purchased
food and become familiar with a range of foods not previously available. Moreover,
they earn a cash income which enables them to translate their new scale of preferences
into a new pattern of consumption”. In this context, the researcher also believes that an
improvement in people's standard of living encourages members of families to live
apart from their parents, particularly married couples, and to be more independent in
making decisions concerning their food consumption. For example, a change of
occupation is likely to increase the desire to eat ready-made food. By and large, this
effect is significantly increased due to the rate of population growth in urban areas
which is usually higher than in rural areas. Table 41, which shows the population
composition for the period 1947-1985 illustrates this point.

With reference to the subject of our study, namely agricultural food products, a
result of the movement of people from rural to urban areas is that their food
consumption preference changes from fresh to processed food, and this may be
e€ncouraged by changes in their life style. In Iraq, for example, immigrant people no
101'18:1' consume barley which was previously a part of their usual diet in rural areas.
Similarly the demand for dairy products has increased in urban areas.80 Table 41
shows that the urban population increased from 36% to 70.5% of the total population
between 1947 and 1985, while the rural population has declined from 64% to 29.5%
during the same period. These figures, together with those presented in Table 39 support

our hypothests, that migration from the rural areas has an adverse effect on the level of

agricultural production,
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Table 41

Population Composition over the Period 1947-1983

% Urban to % Rural to

Y Total Total
ear Urban Rural Total Population Population
1947 1,733,827 3,082,385 4.816.185 ' 36.0 64.0
1957 2,445,459 3.853,519 6298978 38.8 61.2
1965 4,112,291 3,935,124 8,047.415 : 51.1 48.9
1970 5,452,435 3,987,663 9,440,098 57.8 42.2
1975 7,083,855 4,040,398 . 11,124,253 : 63.7 36.3
1985 10,999,907 4,585,080 15,684,987 70.5 29.5

Source: Ministry of Planning, Compiled Annual ‘Reports.
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Conclusion -

The above discussion has shown that economic activities in Iraq are increasingly
centralised in order to achieve progress and the influence of state organisation has been
progressively extended. Available figures reveal that in 1975 overall growth was
mainly in agriculture and the mining sector which contributed about 52% of gross
domestic product. Successive efforts have been made by the government to achieve
economic growth through industrialisation, but little attention has been paid to
agriculture. Consequently, the desired goals were not achieved despite the high level of
government expenditure within the various five-year plans. Such neglect meant that
agriculture could have little or no effect on the economic development process, and
official figures revealed the decline in agricultural output and increased migration
from villages to towns as i)eople looked for work in industry. Such migration has
adverse effects particularly in relation to the soctal structure. |

Such effects are clearly seen in Iraq, one of the richest countries in the world, with
oil representing a high proportion of the total budget revenue which should enable Iraq
to achieve a high standard of living and economic growth by means of appropriate
planning that takes fully into account the soctal, economic, and political structure of
the country,

Iraq's comparatively backward marketing infrastructure adversely affects both
agriculture and industry. ' It therefore seems that all-out concentration of effort and
Tesources almed at the expansion of the country's infrastructure is necessary. Part of
the reason for the backwardness in the marketing system is the inadequate
Infrastructure such as roads and communication. Improvement in these facilities
would increase the market potential for both agriculture and industry by enabling them

to penetrate into other areas and create new markets.
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Existing road and transportation facilities are not enough to meet the country's
needs and wants. Natural resources are not fully utilised or may even be ignored, but a
satisfactory level of utilisation can be achieved, given appropriate attention. The
government must invest in increased use of the waterways in order to improve the
marketing system, at reduced costs, heiping thereby to increase the standard of living
of the communities on both sides of the rivers. The marketing system of any developing
country is dependent on many constantly changing factors. These factors are cructal to
the success of marketing and distribution (including our area of relevant study, i.e. food
marketing and dlstnbution) which must continuously adapt itself to change and
development in order to survive and prosper.

Migratlon from the less developed to the more developed regions is a continuing
process. Urbanisation in Iraq has resulted in the growth of population masses in and
around the big cities, which in turn has led to an Increase in the number of people
employed in unskilled services such as retailing, construction or the lower grades of
industry. The people who come to the cities cluster in shanty-town communities
composed of fellow migrants, often from the same reglon. Today a significant portion
of the population of big cities live in such squatter areas. Despite the increased rate of
urbanisation, in cities with increasing populations their urban characteristics have
not changed €conomically or socially. Those thousands of migrants are for the most
part ill-prepared for urban life. The real reason for these migrations Is not changes in
tastes, attitudes or needs, but rather the desire to seek improved financial resources to
give migrants a better standard of living.

Successful‘ government attempts to improve integration between rural and urban
areas can reduce the gap between the rich in fhe cities and the poor in the rural areas,
thereby improving the lot of those who depend on agriculture for a living, and this will
rcdticc level of the tmports, improve the balance of payments and permit the expansion

of manufacturing. Thus the government can at the same time 1ncrease economic



development and improve living con&itions for the poor by restructuring the pattern of
agriculture and industry throughout the country.

On the basis of the above discussion it seems that the unpllcatlons concerning
Iraq's economic growih are clear. They include achieving the correct ‘approach tp
development and the introduction of measures by the government to deal with the
poverty experienced by farmers regionally. It appears that Iraq has a large supply of
labour which could be channelled towards more productive work. Thus through an
appropriate government programme, it would be possible to increase the level of
employment and productivity for example in the field of agriculture. This may be
achieved particularly in Iraq which has the financial resources to sustain the
development of all sectors of the economy, so that a higher level of growth could be
secured. When productivity increases for example, 1n the field of agriculture as
development proceeds, the demand for import's capital is reduced, enabling the
government to achieve its main priority in terms of growth, namely rapid economic
development and increased employment simultantously.

The economic planner should concentrate his attention on achieving a balance
between agriculture and industry. Such policy must be implemented in a logical
fashion and not arbitrarily as in the past. Education and other social :eforms are also
required since thgy can be a source of additional benefit. Farmers must be given
incentives and the whole economy must be planned to ensure optimum utilisation of
resources resulting in forward development. :

Since 1968, long-term measures through a series of five-year plans have been
Introduced to stimulate the c§untry's recovery in the form of government mvestment
Programmes aiming ét self-sufficiency, and efficient use of economic resources. Public
expenditure under these five-year plans has increased four times over betwecn 1968 and
1980. Such lnvestment would normally have been beyond the country's resources, but

finance wag available through the oll revenue which represents life-blood of economic
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growth. ‘If the process of develépment is to continue at this rate with the hélp of
systematic planning. economic expansion will be characterised by the development of
every sector of the kentire economy.

The success of the economic strategy has depended upon many factors. It required
the adoption of a scientific planning methods related to economic and technical -
studies, taking the form for example, of detailed programmes on the utilisation of
productive machinery (manning levels, depreciation). This in turn required the
development of the planning organisations of the State, at both regional and national
level. Decentralised implementation of policies would mean that development could
take place according to regional requirements, rather than simply according to
national goals. The same practical approach was to be adopted with regard to the State
borrowing policy which would be based on fiscal and monetary calculations and which
would take into consideration the State's financial and technical resources. Regarded
as a matter of equal importance, everyone should actively participate in the planning
process, at least by giving full support to the executive boards responsible for putting the
development plan into operation in both the public and private sectors.

Despite the Iraqi Government's desire to diversify the economy to reduce the
dependence on oil revenue, it still represents the major source of funds for
implementing the various develppment programmes. Iraq's policy is to achieve
political and economic independence through the nétionalisation of all the remaining
oll companies in the country, and large-scale petroleum projects are underway as part
of the developement strategy. Implementation of these plans will absorb a large part of
the natfonal budget into the 1990's due to their great cost, and the additional cost of
other projects at present postponed due to circumstances hindering further
development.

Iraq has to learn a lesson because of the drop in worl.d demand for oil, and the

slump in ofl prices during the second half of the 1980's. Reducing bureaucracy and
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:

overcoming the problerﬁ of major manpower shortages and infrastructural weakness
are essential if Iraq is to succeed in fulfilling her declared aims. If the country can

maintain political stability, and solve these problems, the nation's vast potential may
finally be realised.

The research methodology employed in this thests, the samples selected to reflect

the actual situation in the field of agriculture, and the aims of this study will be
explained in Chapter Two
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CHAPTER 2

RESEARCH METHODOLOGY

Introduction: Statement of The Problem:

Iraq’s planning has been erratic and has never lived up to expectations. For example, in
the last decade, the actual expenditures fell short of planned allocation in agriculture by
57 percent (Hershlag I), "The Econormic Structure of The Middle East", Leiden, Neth, Bill,
1975, pp. 245-247).

Planning failures however, were largely the result of the government's continual
changes in priorities from industry to agriculture, back to industry and from both
industry and agriculture to housing and construction. This is due to the state of flux in
the successive governments, reflected in shuffling personnel and bitter bureaucratic
administration. The Iraqi government apparently hopes to make up much of the ground
lost in the 1960's through the development process in the agricultural sector, It is hoped
to divert attention from past faflure in both agriculture and industry, but still the
agricultural sector is backward. With reference to the Land Reform experience, there is a
contrast between Irag and Egypt concerning this experiment and comparisons are
inevitable. In 1958 Iraq introduced a programme for Land Reform based on the Egyptian
experiment, but without initiating a variety of additional programmes to stimulate farm
production. After six years of the Law enactment, the High Agricultural Council was
established to Supervise the cooperative movement. But during that time farmers'
communities were shattered‘ and social-economic problems arose. Thus a loss in
agricultural output has occured and per capita production is low (see Chapter 5). In féct.
the real income of the Egyptian farmers was generally higher than that lnw other Mlddle
Eastern countries. Thus the main reason that many agricultural developmeht

Programmes have failed to attain their goals has been the fatlure by officials at the policy

making level to understand the marketing link.
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On balance, it is clear that although the Iraqi economy achieved an overall rate of
GNP growth close to, or exceeding, 7 percent per annum on the average between 1958 and
1982, this was at best an underachievement in the sense that it fell short of what might
have been achieved. Given the large volume of investable funds available from oil
revenues, agriculture's contribution to growth was particularly disappointing (see
Chapter 1). The lesson is that the improvement in agriculture economic activities is very
unbalanced. While the five year plan and a number of regional projects are continued, the
country still does not have a consistent, or even vague, regional policy and the
agricultural Industry must be integrated into the nation's regional development efforts,
as the new attitude stresses the twin policies of agricultural development and expanded
social welfare in Iraq's vast rural areas.

Despite the serlous difficulties which agriculture in Iraq is facing, it is reassuring to
know that some of them are capable of solution, at least at a technical level. For example,
soil salinity can be alleviated by surface leaching and an efficient drainage system. Once
this is achieved, and provided that adequate water for continued leaching of the soil is
available, then crop yields are likely to increase (Beaumount, P. and others, "The Middle
East: A Geographical Study”, 2nd Edn., David Fulton, Publishers, London, 1985, p. 364).
Moreover, unlike many other countries in the region, Iraq is fortunate to posssess large

areas of land in the North which might be successfully developed for more intensive

agrlcultural'production (see Chapter 5).

In chapter 5 we discussed how the disadvantages of the operation of the LRL

outweighed its advantages and we concluded that in dealing with agricultural

marketing, the proposed reform appears to have been limited to one aspect of

marketing, namely that of selling through cooperatives. Such implied neglect was a

Source of direct criticism of this law. Moreover there was weakening of mai-keting

a
Ctivities through the non-existence of most types of modern communications in rural

I .
Taq, where Several large areas of production have little or no link with marketing
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centres, so that prehibitive transport costs would be incurred.! Such conditions
obviously tend to result in production being maintained at or below subsistence level.
Where a surplus occurs. there is no incentive for farmers"to‘continue their farming
operations, nor do they stand to gain from‘achievi‘ng a higher level of techriical
efficiency. Improvements in marketing infrastructure and easier access to essential
services would certainly put them in a stronger bargaining 'position so that they could
sell their produce at a fair price and create a situation of price Stabilil}’ Such
conditions are necessary to facilitate greater product diversification thereby
stimulating and, encouraging the development of a commercially viable farrri business.

Even if ‘crop yields are adequate, breakdown or madequacy in the processing,
storage and distribution facilities, can lead to food wasiage .and widespread
malnutrition particularly among the urban population.

In general, the niarketing system In Iraq lacks the prerequisite facilities and
services including the inconvenient location of wholesale markets, the chaotic
organisation which characterises these markets and the lack of official control over

these markets. Recent efforts to provide primitive sheds from which produce can be sold

have not proved to be a satisfactory initial step towards improving the system for

marketing agricultural products.

With reference to the price of food in the local markets, the Iraql government has
introduced two price levels, a lower fixed pricefor loiv quality products and a higher
price for high quality products. When middlemen or even gevemment departments find
that these fixed prices reduce profif levels, firms tend to reduce their services or sales
forces accordingly, in relation to advertising or even marketing research, and pri\}ate
fll‘nis or middlemen restrict their activities to a limited area of the market. Middlemen
or retatlers sell their produce, especially agricultural products, ignoririg the
Telationship between quality and price, thus the appropriate grading is disregarded and
most products tend to be sold at the upper fixed price or at inflated black market prices.
Consumers find thernselves helpless and even the government inspectors are unable to

take efrective action against a large number of retailers who are widely distributed
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. throughout the bcountry. In an attempt to reform the pricing system, the "Cehtral
Organisation for Pricing." was established under the supervision of the Ministry of
Trade. This organisation has authority to regulate commodity prices and investigate
charges, but its fesponsibihties and powers are not precisely defined.

For a producer to achieve the desired results, he must be persuaded no longer to use
traditional inpi.xts or methods, but to employ instead modern inputs, and to adopt up-to-
date farming techniques. Above all, introducing an effective price policy can greatly
accelerate the process of increasing productivity in agﬂculture. Such a policy could not
be introduced successfully without considering efforts and application of price changes
and differentials. Consequently, it 'is essentlal to have access to appropriate
information to allow producers to assess the extent to which they must repond to price
changes. In most developing countries, mcloding Iraq, there is a lack of information
concerning most crops in relation to the incidence of price changes. This lack of

essential information affects continuity of distribution, since it undermines the

effectiveness of economic incentives m‘g\eneral and the relevance of Pﬂc‘i= changee in
particular, so that propducers are unable to make appropriate decistons concerning the
production and offerings of products. This unsatisfactory situation assumed greater
significance after the enactment of the 1958 LRL. These serious problems have attracted
increased govemment concern and some efforts were made either to solve the problems
or to reduce their effect on the farming community

| Government activities in relatlon to the economy fall into three main cotcgoﬂes.
first, the creatlon and/or maintenance of an institutional framework, that Is
conducive to social stability and economic progress; second, the general management of
the economy; and third, the provision of public services and investments, particularly
for purposes uniltkely to be performed by the private sector. In agriculture, these public
Services and investments typically include research, technical extenstori SeWiCég-
general suprevision of the cooperative sector, and the provision of major ttems of
Infrastructure, such as surface lrrlgation systems, systematic ground water

deVCIOpment rural roads, education, and easy access to credit.2

Many of the marketing problems in most developing countries are identical, while
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others affect only particular groups. For example, credit availability is a problem for
all poor countries, while this aspect is not so important in a country, rich, like Iraq,
although administrative weaknesses and inefficiency in managing this source of
capital causes problems. In this research we shall concentrate on the problems which
are likely to be found in all developing countries, including Iraq. Problems, which
affect the level of production in terms of its quality and quantity, as well as having an
impact on the marketing system. Other socio-economic factors will be investigated that
have an effect on agriculture and food consumption levels.

When the major part of the work force is engaged in agriculture, the production and

marketing of agricultural produce is of great importance td the national economy. One
way of determining the type of market system which characterises an economy is to
look at its principal national products, and decide whether the economy is industrial or
agricultural. Despite the signihcant differences to be found in the economies of various
middle east countries, in every case, agriculture is the least productive sector of the
economy,3 Among the reasons for that is the increase in population and the level of
migration from rural areas which has created pressure in urban areas, particularly for
food and other agricultural produce. As productivity in the agricultural sector declines,
prices soar and a substantial percentage of consumer's total income is spent on food,
leaving little for the purchase of other consumer products.

It might be assumed that high agricultural prices benefit farmers, and that as long
as such a situation exists, they will be able to afford to buy whatever they want. In fact,
this does not happen. Farmers are usually poor in most developing countries. They are
continuously in debt to either official or unofficial money lenders as a result of which
the agricultural Industry in unprofitable and farmers are unable to benefit from high
Prices in the market.

- Inadequate credit facilities and a primitive marketing system restrict the ability of
small farmers to contribute to the successful marketing of agricultural products.
Accordingly, in general, operattons in the fleld of agriculture are inefficient and this is
a cause of the marked gap in the level of income, the standard of living and the general

Quality of life enjoyed by farmers compared with those engaged in other sectors of the
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economy. Both of the aﬁov_e weaknesses dii'ectly :aﬁ'ect the development of agriculture
or the formation of capital throughout the whole ecnomy. It is often alleged that small
farmers divert part of the credit they receive for production purposes to personal
consumption requirements which naturaly creates a high element of risk relia'tingi to
repayment of credit. The diversion éf credit to purpo‘ses‘, other than pfoduction is a
common practice in most developing countries. It is also true of the vast family farming
sector in developed countries. Bottomly has argued that farmers borrow in order to
support their famﬂiés. without taking into account their ability to pay. They choose to
feed their famﬂies and to attempt to increase thei‘rb yield rather than to repay theif
loans. The losses suffered by money lenders resulting from non-payment of loans is
recovered by imposing higher charges on future loans and charging compound
interest.4 Owing to the highly variable nature of technicél mnovations‘ in agriculture
at different times, the need for éapital to finance agricultural productioh procéséés can
be quite crucial. Thus the level of demand for credit could be a function of interest rates,
investment returns, and _aécessibuxty to credit institutions and the risks involved.
Thus, credit facﬂities, marketing poncies‘and technical innoviation are all important
factors in achieving success in the transformation of agriculture, These factors have an
important confribution to make towards increasing total dutput. improving \th'e
distribution system and benkeﬁting the whole community in rural and urban areas.

In Iraq, there has been considerable investment in industry, but at the same time
improvement in the marketing system has been neglectéd. whereas in advanéed
countries, marketing is recognised as being one of the key factors in industrial grthh.
It is possible that such developments as have taken place in Iraq were devised by those
who had lttle interest in or inadequate knowledege of marketing because they had not
recognised the need to seek sbecianst advice and assistance. It is reasonable to suggest,
therefore, that improvements in production and in the marketing, and costing systems
should be implemented in order to ensure the provision of an adeqﬁate supply of food
and other agricultural products to satisfy industry's requireineyn‘ts and meet the day-to-
day needs of the populatldn at lafgé. It is not even clear that the academic and

Professional authorities concerned with planning in economies of developing countries
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have regarded marketing studies as being of significance.5 In the field of agriculture,
production has been given first priority, less consideration having been given to
marketing.

In general, there is lack of the coodination required between agriculture and related

Industries to determine the proportion of agricultural production to be allocated to

domestic consumption locally and to exports, and inadequate attention is paid to such
activities as processing and grading which increase the value of products in the local
markets or in the neighbouring foreign countries. Accordingly. coordination between
the industries involved is weak and even largely ignored a situation which is typical of
most developing countries, including Iragq. A great deal of effort is required to establish
a systematic and successful form of coordination which would ensure the provision of
more raw agricultural materials for use in industry. for local consumption and for
export. In other words, agriculture must be completely modernisec: It may be more
difficult to succeed abroad due to the level of competition in foreign markets or the lack
of appropriate marketing lcnowledge which is a prevailing characteristic of most
developing countries. including Iraq. This would involve the use of such modern inputs
by farmers asr nesticides. fertilisers, and appropriate technology, and giving farrners
government aid. so that effective incentives would be made available, In practice,
infrastructure, the marketing information system and feedback facilities which,

amont other things help to decide the amount of produce likely to be produced are all at
Primitive stages in developing countries. Agricultural raw materials constitute the
basic tnput required by the food industry to a greater extent than any other industry in
the Iraqi economy such as textiles or paper, and ‘it ls the food industry which is our
Present concern,®

The irnportance of agriculture to the Iraq s economy 1is second only to the oil sector,

Thus the level of agricultural output in the market is important for the nation as a
whole, This is true of most developing countries whether they are rich or poor. Despite
the lmIDOI'tarice of this sector, such countries suﬂ'er from the low level of agricultural
production. This problem has been exacerbated by the increasing rate of migration
from rural areas, as a result of which previous producers became consumers. It has also

Created pressure on the urban areas caused by the additional demand for
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accommodation in such areas and the increased demand by the cities for more

agricultural products. In these circumstances, certain steps must be taken to alleviate
the pressure on the distribution system to ensure that these products are available in
sufliclent quantities to feed the people. The problem, however, is not simply that
Productivity must be increased, it is also essential that products should be available at
the right time, in the right place and at the right price. When agricultural prices are
high, cosumers are left with little to enable them to buy other desirable consumer
products. When a large percentage of their income has to be spent on buying food - for
example 48% of per capita income in Iraq is devoted to the purchase of food -
consumer's ability to buy other necessary goods is severly limited.

Per capita income and the price of agricultural produce on the one hand, and the
integration of agriculture and related industries on the other, are factors that should be
considered carefully and simultaneously, in making policy decisions. As mentioned
above, the high price of food will affect how much can be spent on other products, and
this applies to all consumers, including farmers. Effective integration between
agriculture and Industry can produce beneficial results in two ways. The first one
derives from the fact that improvement in agriculture itself will benefit the food
Industry which depends mostly on agricultural products for its raw materials. When
the agricultural products are standardised effectively, the quality of the food industry's

products will improve as a result. Secondly, agricultural improvement in both

quantitative and qualitative terms will increase the income of farmers who, with
improved purchasing power, will be encouraged to buy other products, either for their
personal use or for further investment in agriculture, and this in turn will give added
impetus to Industry as a whole.

In general, the higher standard of living achieved by farmers will increase the rate
of consumption of other consumer and industrial products which will help to increase
the level of industrial devel‘opment. It should be borne in mind, therefore, that

Increasing the earnings of those engaged in agriculture, especially in developing

97



nations, will have a positive effect on the industrial process as domestic industrial
production will increase. Improvements in relation to manufactured products take
place when there is a market for them at both domestic and international levels. When
purchasing power is strong, the local market benefits more than foreign markets, due to
the level of competition. Without such purchasing power, people cannot buy so much
and local industry remains backward and stagnant, since there is no incentive to
introduce improvements.

The situation in Iraq does not favour farmers. It is generally believed that high
agricultural prices mean that farmers are better off, but this is not always the case. In
fact, farmers are subject to the pressure of market forces which keep them at or below
subsistence level, so that they are the least likely to be consumers of manufactured or
Industrial products. - Indeed, farmers do not benefit from the high price of agricultural
products. Instead, as we shall see in later chapters of this thesis, high margins are
obtained by middlemen, not by those who are engaged in the production process.
However, improvement in the financial position of farmers is not enough in itself to
improve the marketing system. Improvements in the industry with which our study is
concerned, namely the food industry, might be brought about by ensuring an adequate
supply of agricultural products at a reasonable price.  Any possible overall
improvement in the marketing system will not be achieved by simply concentrating on
increasing the supply of produce, but also on the marketing process as well, so ‘that
production and marketing are considered simultaneously. Even in the developed
counties, marketing is given equal importance with producubn as a means of achieving
the required improvement in the total marketing system.

In most developing nations, marketing in general and agricultural marketing in
Particular have been neglected. concentration being devoted mainly to production and
finance, despite the importance of agriculture to the economies of such countries.

Marketing 1s st regarded as having a passive role to play in the economy and as
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having little to contribute to the ecoomic growh of developing countries. Moreover, in
these countries, the view held by economists is. that production is what matters,
ignoring the fact that an effective marketing system might attract subsistence
producers so that they could play a part in the exchange economy, and consequently
expand its size by creating economies of scale.?

Improved marketing performance will enhance the prospects of consumers,
producers and all those in the marketing chain as well as helping to improve the
national economy. Indeed, its importance has hardly been recognised, whereas we have
found that marketing has a significant contribution to make towards economic
developments (see Chapter Four). In fact, economists and central planners in
developing countries have concentrated their attention on the production process or the
development of production techniques. Thus the general attitude is production first
and distribution coming next. Kriesberg stressed the fact that archaic marketing
facilities and inadequacies in the distribution system are as responsible for shortages
In developing countries as much as old-fashioned methods of farming.8

In the marketing literature, the integration between the production process and
marketing was recognised as achieving an efficient marketing system and an effective
distribution network. If this is the case, agricultural production and agricultural
marketing should be regarded as complementary rather than separated factors in order
to produce successful results. Possibly due to increasing realisation or perhaps because
of the clearly recognised urgent political and social implications, increasing attention
has recently been given by the governments of developing countries to the need for
modernisation of the food marketing system.® The conditions outlined above apply to
Iraq,

At the present time, most fnarketing experts agree that developing countries
Industries have entered the marketing era. Within the marketing concept, all parts of

an organisation are oriented towards solving consumer problems, maximising
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consumer satisfaction, and meeting the needs of the market place so that identified
needs become the basis of the marketing plan. In developing countries, the evidence
indicates that most firms have either adopted the marketing concept or are in the
process of doing s0.10 Unfortunately. as we shall see from the survey research, we can
still find examples of firms in the food industry, which is the subject of our study,
which neglect to consider the consumers' welfare. If such firms wish to remain
competitive, however, they will have to change rapidly in the near future. Consumer
orientation is concerned with the best method of solving a consumer's problem. Firms
should be service-directed and should identify needs and determine how these can be
satisfled effectively. Marketing's role in the modern organisation has been described as
focusing the energies of the organisation on its customers. This means that satisfying
the consumer is the core of the marketing concept itself and therefore, marketing
People agree that it is the best way to sell their products in today's environment.!!

The marketing concept is widely applied in developed countries in some aspects of
agriculture and in rather more aspects of industry within the economy. In general,
marketing is as crucial for agriculture as for any other form of production and lack of |
attention to this function is particularly marked in relation to distribution. Although
Nno single definition of marketing has ever been universally accepted, it is generally
agreed that the main purpose of business is to create customers.!2 The h,eart of the
marketing process is thus to provide consumer satisfaction. It is frequently suggested
that the concept of consumer sovereignty must increasingly be recognised and
implemented in developing countries as discretionary income levels grow. Marketing
then, is one of the factors which determine soctal behaviour in the economy because to
a large extent, social behaviour depends upon the services and goods which effective
marketing provides. The marketing concept is thus of crucial significance. Any firm
adopting that concept becomes aware of the consumers' needs and takes full

responsibility for goods intended to meet those needs.
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2.1. The Need For The Study

The provision of market opportunities is essential for progress, but may conflict with
policies relating to industrialisation in the process of national development.13 In a
subsistence economy, where the population is largely illiterate and there is no general
tradition regarding the need for integrity of information and the importance of
accurate figures, one cannot expect good primary statistics and gathering statistical
information is not easy. The overall purpose of obtaining marketing information is to
help decision makers to make better decistons. The inflow of relevant information
would help the economic planner in the decision-making process, and in organising
subsequent planning procedures, so that the most effective use is made of avéilable
information.14 This would help to emphasise the importance of marketing in relation
to other factors affecting the Iraqi economy. Building on such a basis could be regarded
as the first step towards developing other approaches. Generally, the effects of
marketing in the economic development process have been neglected by the economic
Planner, partly because of the scarcity of reliable data, in addition to the inherent
complexity of the marketing system in so far as it deals with human behaviour,

As a concept, marketing in Iraq is far from being implemented, although it should
act as a multiplier of development in both industry and agriculture. In the field of
agriculture, marketing still operates at a simple level. In the industrial fleld also, the
tendency by the planners or economists is to concentrate on production and ignore the
value of marketing knowledge in achieving national economic growth.

The tendency in the developing countries has been towards a widening gap between
the "Haves" and the "Have Nots". For a full appreciation of the above situation, it is
Crucial to have ga comprehensive picture of marketing as practised in the
agricultural/food industry. Internal migration in Iraq throughout the various

governorates has created a new pattern of social life, and consequently, the resulting
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hetrogeneous wants, needs, attitudes, and the existence of potential markets have to be
considered to enable a productive economy to be established.

In most developing countries, including Iraq, the inadequate performance achieved
by the traditional marketing structure that caters for most consumers has created a
variety of administrative problems which have wide economic and social implications.
This study attempts to develop a better understanding of the problems involved, to
provide a means of improving the efﬁcxency of the present marketing system employed

In the food industry, through the application of the marketing concept in the related

agricultural sector.

2.2, Objectives Of The Study

Effective marketing of agricultural products is also a critical factor in the success of
development programmes designed to improve the situation of the population as a
whole. Therefore the adoption and application of the marketing concept is a crucual
prerequisite to developing and fostering the agricultural industry in the developing
countries, and this constitutes the basic argument adopted in this study in which we
shall examine and attempt to assess the extent to which the principles of the marketing
concept are implemented. 1t is the purpose of this thesis to show that such steps require
sound planning, and highly qualified, well-trained, and devoted D¢£'S°nn°1 to
implement the marketing concept in the first place. Also, pinpointing the defects in the
present marketing system in an attempt to identify problems faced by businessmen in
order to recommend an appropriate strategy for solving these problems. Special
attention is given to examining the factors that influence the marketing strategy of
food products and this may lead to proposed improvements in both the current and
future marketing systems in order to ensure that the agricultural food industry ‘can

make its full contribution to the economy as it continues to expand.
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The defects in the present marketing system start before the farm gate, even before
harvesting begins. The root of thé problem is that traditional agricultural inputs are
used, primitive methods are employed in the field, and later, after harvesting,
inadequate methods of grading and distributing produce are pursued. Thus any efforts
to deal with these defects in the marketing chain should start at the farm gate and
continue right through to the point of consumption. In other words, consumers needs
should be met and their satisfaction ensured. Basically, efforts should be concentrated
on introducing modern agricultural inputs and thereafter maintatning produce in good
condition. Improvement in the efficiency of the required services would ensure that
produce reached its destination in sound physical condition., Such improvements
would enhance the status of farmers, and have a beneficial effect on the marketing
system in general,

To be more specific, improvements should be introduced in the methods of
harvesting, packaging, transporting, warehousing and in general facilities. Fair prices
should be set for both farmers and cosumers, a requirement presently lacking in the
marketing system employed in the local market. These aspects, therefore, will be
¢xamined. Any attempt to improve the marketing system should start from
consideration of the above points, in order to pinpoint the defects in current marketing
Practices which have a direct effect on the quantity and the quality of the produce
marketed at its final destination.

As instability is an tnherent feature of agriculture, the resulting variations in
output have an effect on the price of agricultural products. When there is a particularly
high demand for a product which is in short supply, the problem is axacerbated by
Prices being forced sharply upwards. The situation is made even worse when the
authorities, for example, take steps to ensure that produce is available in larger cities,
at the expense of outlying areas or they import supplies, delivery of which is delayed by

administrative procedures, although the aim of the latter policy is to achieve price
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stabilisation. The measures taken may not achieve the desired result unless there are
adequate storage facilities to keep the products in good condition which would be more
effecttve than, for example, importing the produce concerned. The inherent instability
which characterises the market situation is exploited by middlemen, wholesalers and
even retailers for their own benefit, by charging their own prices for produce, ignoring
the official prices, Therefore, the measures required to deal with unforeseen adverse
circumstances are either to arrange for storage of agricultural produce, which would
constitute the most effective solution to the problem, or to plan in advance the variety
and amount of crops farmers are to produce, a policy which requires adequate and
appropriate information which is seldom available in Iraq.

.When farmers are free to produce what they want, their position will be
strengthened In the market and their bargaining power will be increased, since
competition will have been created in the market place despite government
supervision.

The improvement in the present marketing system, through recognition of the
social, economie, and political variables will assist the economic planners in taking
the measures required to ensure a proper balance between economic development and
the agricultural product's marketing system. By and large this study will provide an
account of the marketing situation in the food industry which may be added to the
literature dealing with marketing in the developing countries.’

The best way to improve the marketing system is to restructure the organisational
hierarchy of the official departments concerned in such a way that the influence of the
farmers in the market will be ensured and this in turn will enable all available produce
to be distributed through the official channels and, by avoiding the many problems

currently affecting the marketing system. Thus the flow of produce to the market can be

regulated more effectively.
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2.3. Regearch Methodology
In order to devise an appropriate research method, it was necessary in the first place to
collect statistical data on the marketing of certain agricultural products related to our
subject. It was also ne'cess_ary to review the literature on marketing in general and
agricultural marketing in particular. Towards this end, journals, books, conference
papers, United Nations statistics, FAO statistics, the Middle East Centre at Oxford, and
the University library sources were studies. It was found that there is a considerable
volume of works and literature relating to marketing in developing countries, but very
little that deals with the application of the marketing concept to agricultural products
in general. The preliminary research, then, revealed that there is very little published
data on food processing in developihg countries and nothing of importance about the
application of the mérkéting éoncept to agricultural food products in Iraq. Thereforé. it
was decided that it would be necessary to visit Iraq to collect data on the subject iri
person.

Information was obtatned from two sources: ﬂrstly“ from‘ four government

depamnents. and secondly, by use of questlonnéires. The government departments and

the information they provided are detailed below:

1. mLBQ_am_Qf_Smrm_Am The following information was gathered:
(1) The s{atus of the firms visited in the food lndlistry.
()  Procedures employed in costing and pricing.

(111)  Firms' balance sheets for recent years.

2. Mmm_f_ﬂamgg The following source of information was
obtained: ' ‘ '

The VS.tatlstical Year Book fdr 1985, which pro&ides comparative
statistics for previous years for the whole public of Iraq. This Year Book

is the main source of comprehensive statistics for this thesis.
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3. ini ul i Information about

the number of agricultural cooperatives, details of loans received by
them in recent years, information about agricultural production and
- prices and information concerning the Agricultural Cooperative Bank

and the loans made to private farmers.
4 The Ministry of Trade The information available concerns the
marketing of grains locally, and the amount imported, while the Annual

Report for 1985 explains the activities of the "Grain Marketing
Establishment".

The researcher conducted interviews with twenty-five executives, most of whom
represented cooperatives in the middle province of Iraq. These interviews shed light on
the difficulties experienced by cooperatives in Iraq and allowed an assessment of their
performance to be made in an attempt to find effect the solutions to these indicated
problems, so that the cooperative movements might improve their performance
Considerable time and effort were expended on gathering this 1nformatlon. with the
help of a questionnalre concerning the cooperative movement. ‘The researcher's
previous experience enabled him to arrange the executive s responses so that a clear
Plcture of the situation is now provided.

Another survey was carried out in the capital Baghdad. using the largest firms in the
Private and public sectors as a sample to discover whether or not the marketing concept
was implemented. The research finding revealed that in the publlc sector the practice is
more common so it might be worthwhile to undertake further investigation of these
firms, together with those in the private sector. These research findings taken in
conjunction with our recommendations should provide a clear plcture of the extent to
which the marketing concept is practised in the Iraqi food industry. Of course, other

factors such as soclo-economic conditlons are also important and should also be the
subject of further research,
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The cooperative organisations are administered by the Ministry of Agriculture and
Agrarian Reform, whereas in the field of industry, the public sector is administered by
the Ministry of Industry. Firms in the sample selected were medium-sized in terms of
the workforce (usually 200 or more employees). Those firms have a specific line of
management, which was the main factor influencing the researcher's choice. When a

sample from the public sector has been studied in other industries, the overall results

are considered to be representative of industry as a whole.

2.3.1 Questionnaire Design

Conslderable time and effort was spent on the questionnaire design so that it would
achieve the purpose of the study, namely to determine how far the marketing concept
was applied in the food industry. To this end, texts related to marketing were studies so
that the questionnaire structure devised would be effective in achieving the researcher's
alms. However, very little was found dealing with questionnaires relating to
cooperatives. Nevertheless, using the literate about cooperatives as a reference, the
researcher devised two questionnaires which clearly covered the areas being
Investigated. One was directed at executives of cooperatives, the other at executives of
the other firms visited. The aim of these two kinds of questionnaire is to discover
whether or not the marketing concept is adapted in the agricultural industry (see
Appendices 8 and 9).

The study was conducted in and around the capital, Baghdad, by means of direct
personal intgmews. In the researcher's experience, the nature and the social position
of the respondents were such that the best Way to obtain the desired tnformation was to
allow them to lead the discussion so that they W§Uid express their ideas more readily,
they would be more relaxed and have more confidence in the researcher. For th;s
Teason, questions were left open and the researcher probed more deeply when he

considered it necessary to do so. The design of the questionnalre was arranged in such a
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way as to ensure that respondents would cooperate fully and treat the matter seriously,
without embarrassment or hesitation. as it employed terms in keeping with their level
of edcucation, especially in the case of cczopel“ative executives. To achieve maximum
benefits, the questions (structured and semi-structured) were designed to be short and
clear to ensure that the required information would be obtairred and all the crucial
points would be covered. When necessary, the discussion examined particular points in
greater depth, care was taken to ensure that within the informal interviews, any
element of suspicion. on the part of the respondents would be allayed so that thetr
partlcipatiqrr would be wholehearted. _ o

Interviews were held durrng business hours, as executives are then more readily
available, so no ﬁrevious appointments were arranged. However, some of the executlves
in the public secfor preferred to ansWer the questions themselves, and the researcher
had to collect the responses later.

The researcher was given detailed responecs by executives tn the organisations
visited. A letter had been sent 1n advance inviting C°°P°rau°n and this helped to
complete the mission in a reasonable time desplte the current sxtuation in Iraq.
although some data related to the marketmg mix was obtained from the Annual
Flnancial Balance, as some ﬁrms did not keep separate records especially in the
private sector where the researcher had to rely on explanations glven by executlves Al

the qucstlonnaires were admimstered in Baghdad and once again, useful additional

mformatlon was obtained during the interviews.

The questions were in Arabic lénguage to ease executives' responses and were designed
to achieve the purpose of the st‘udy,‘ namely, the extent to which the marketing concept is
applied in the agricultural/food yirxdustry . The Arabic langgage has little vocabulary
everr for commercial and indt.rstriallactlvlties. so it is easily understandable, whereas the
English language has a rich vocabulary for such activities, reflecting the nature of the

English societies, Considerable time and effort was made by the researcher to translate
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the information obtained through the interviews back to the English language. The
executives' responses were arranged to obtain a clear picture of the situation. Thus,
similarity in questions, which may occur to the reader, are due to the different nature of
both languages, Some executives in the public sector preferred to answer the questions
themselves and the researchef had to co}lcct tﬁe responses later. Howeve;‘. when the
discussion took place to assess the answérs later, thg researcher probed more deeply when

he considered it necessary in an attempt to check the answers with those ‘d‘uring the
interviews, in order to maintain consistency.

2.3.2 The Sample

Examination of the annual balénce sheets of the firms visited, showed that the food
Industry in Iraq is located in different governorates in the three parts of the country
(namely, North, Middle, South) and consequently their Headquarters. The firms
Involved In this research represent the matn areas of the food industry in both the
private and public sectors. In bofh sectors, there are fifrns with a clear and weil-deﬂned
line of management with a reasonable number of employees (more than 50 in the
private sector and 200 in public firms, a parérneter set by the Ministry of Works and
Soctal Affairs). Aécordingly. the industry sample is héterogeneOUS. and employers
represent most of the pdpulatlon engaged in the fobd industry, and therefore meet the
questionnaire bbjekctives. In both sectofs. firms were engaged in local and export
activities related to the subject of the thests.

As far as cooperatives are concémed. the researéher concentrated on the Middle
part of the country. where the units are ehgaged in all the agricultural activittes -
assoclated with the products in our case studies (namely, the marketing of dates, grains,
and f{ruit and vegetables), whereas units in the North and South respectively |
concentrate their activities in producing grains and dates. The location of the
Headquarters was 1n the capital Baghdad, and it was here that the researcher met

executives,

Iraq covers 438,317 sq. km. or 175 million Donums. Cooperatives in the sample are
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responsible for 277,154 sq. km. or 63% of the total land area. The total area suitable for
general cultivation is 48 million Donums. Consequently the units in our sample are
responsible for eultivatmg 28.3 million Donums. Thetr share of the total Agricultural
Bank loans in 1984 was 71% which amounted to 5,618,454 ID out of a total of 7,914,682
ID. In the marketing of fruit and vegetables, grains, and dates, the market share of
cooperatives is over 30%, 58% and 60% respectiveiy. Dates still represent 6V°" 57% of
the non-oll revenue derived from exports, whereas grain, fruit and vegetables are now
imported by Iraq and they represent 55% of all imports of censumer products. The cost
of importing these items is more then ID140 million. The growing numbers of these
units Is regarded as a mark of success in the field of agriculture. This may be true from a
political point of view, but not in economical terms. Success, in the researcher's

opinion, depends upon adequate preparation, but the number of farmers has increased

four times over, without a proportional mcfease in output, a clear indication of
unsatisfactory planning,

The sample selected mcludes a variety of diﬁ'erent sized flrms in each group to suit
the requirements of the resesrch. so the industries involved are heterogeneous,
containing different types of the most importanf food processing industries in both

sectors. The following Table gives details of the selected sample.

The purpose of the review chapter in question (namely Chapters 1 2 and 3), is to
provtde a systematic framework for synthesising the various topics related to the
agricultural marketing problems in the text, to provide and open the door for the primary
data obtatned through surveys discussed in this study, starting from Chapter 5 to Chapter
8. In other words, two valuable sources of feedback influenced the content and the

organisation of this study as a whole as well as those of each chapter. The first was

extensive desk research obtained from literature written about the Middle East countries

Including Iraq, papers and books about marketing concerning developing countries,
Including the United Nations (UN) contribution, all of which enrich the review chapters
mentioned above. The second source of feedback contains primary research and field

Work done by the researcher which provides extensive coverage of the marketing
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Description of Food Industry Sample by Status and Type of Activity

Firms Status
Kind of Industry No. Export Non-Export
of Private Public
Ftrms ) Private Public Private Public
Dairy Products 5 4 1 - - 4 1
Dates Processing - 3 2 1 2 1 - N
Canning & Dehydration| 5 1 4 1 1 - 8
Soft Drinks 3 . 3 - - - 3
Sweets & Confectionery| 3 2 1 - - 2 1
Marketing of Grains 1 - 1 - 1 - -
Marketing of Fruit &
Vegetables 1 . 1 - 1 - N
Extracting Industry 3 1 2 1 2 - -
Sugar Extraction 3 - 3 - - - 3
Marketing Foodstuffs 3 - 3 - 3 y -
TOTAL 30 10 "20 13 17

procedures in the firmg visited that are used in practice. Therefore, Chapters 5, 7 and 8

cover four topics, Namely marketing of some agricultural products (see Chapter 5 and 7),

the nature of marketing research, of advertising, andof packaging (see Chapter 8). These

topics are typically covered cursorily or ignored completely in most firms visited. In

general, the literatyre review in the first four chapters is written to enable the reader to

grasp the significance of the primary research,
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2.4. Limitation Of The Study
One of the major limitations is the time factor. Accordingly, we were unable to include
any firms in the oligopolistic sector in the sample selected to represent the food
manufacturing industry, concentrating’ instead on the private and public sectors. But
this omission kis not significant since the survey was conductgd included ten large
private firms aﬁd twenty in the public sector. The researcher believes that the
infor;natlon and the results obtained from this study will closely reflect the situation
in the private sector, and the part of the study which relates to public firms may provide
motivation leading to research into oligopolistic sector firms especially those firms
involved in export activities, which may have different ideas and attitudes concemmg
marketing. This may encourage the reader to hypothesise that firms tnvolved in export
marketing are more aggressive in their activities than those involved only in local
activities, and that the former ére more prepéred to adopt the marketing elements in
order to achieve success. However, to obtain a complete picture of the extent to which
the concept of marketing has been adopted in the- public sector, further study is needed.

This study is limited to examining a selected group of firms qperatlng in the food
and agricultural industry. Both of the sectors selected clearly have an impact on the
economic development process through thelr attempts to increase productivity in order
to meet consumers' rising demand for processed food. Since we restrict ourselves to the
two sectors mentioned above, including firms which vary tn size and importance, the
statistical inferences which can be derived are limited. Such quantitative and
qualitative weaknesses in the statisfics derived from the firms cannot be easily
discounted, Nevertheless, thié study may provide some insight into marketing
Practices, -

To achieve more, the researcher wduld have needed to research more deeply, but this
Was not possible for the reasons already mentioned, and also because, by definition,

marketing encompasses a very wide range of activities in the field of business.
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2.3,

The Hypotheses

Based on the previous discussion, the following hypotheses were formulated:

(a)
(b)

()

d

The marketing concept is not adopted in the agricultural/food industry.
Firms which adapt their marketing concept to suit cosnumer needs tend
to employ more advanced marketing techniques, and are more
aggressive in their marketing than other firms. Improved marketing
performance will enhance the prospects of consumers, producers, and all
those in the marketing chain, as well as helping to improve the national
economy.,

Archaic marketing facilities and inadequate food preserving operations
represent problems for both exporting and importing countries. These
problems can be eliminated in developing countries by good
management which in turn will bring about long awaited improvements
in the deficiencies caused by antiquated farming methods.

The primary hypothests is that the main points which affect the food

industry supply and the subsequent impact of marketing activities

depend upon: v ;

1. Religious variabies

2. Rising tncome levels

3. Migration of rural people to the urban areas
4.

The general level of education, especially in business studles

Within the cooperative system, managers with technical training and
background in production tended to be more successful in adopting
technology and marketing techniques to suit local environmental
conditions than those with little appropriate knowledge or none at all.

The basis of this assumption is that managers with education and a
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skilled background have greater vknowledge of available alternative
Strategles. The primary hypothesis is that returns in terms of both
money and productivity are higher with efficient management than
without. The wide differences in performance demonstrate‘ that the
quality of management is of considerable importance.

(e) Agriculture in Iraq is characterised by individual small holdings which
are divided into scattered fragments. The number of small farms results
from the implementation of the LRL, making it much less convenient to
produce centrally in marketable form, where surpluses occur, Where
production by 1ndividua1 small farmers is so limited, this situation is
likely to be perpetuated. The ﬁypothesis relevent in this context is that
the LRL has contributed to the decline in the level of a’gricultural‘
production. This hypothesis is based on the fact that Iraq has become an
Importer of agricultural produce, whereas before the law was enac;ted. it

was actually an exporter of such produce.

The next Chapter is descriptive and analytical and attempts to evaluate various
aspects of the current problems affecting agricultural marketing. The reasons for the

decline in the leve] of agricultural production in Iraq will bbe examined.
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Chapter THREE .
Role of Marketing in the Developing Countries

Introduction

In the early 1970's, 20 years of the Land Reform Law, 40% of the land subject to
expropriation had not been requisitioned, and over 80% of the total area still awaited
redistribution among impatient farmers. The population has increased by 3% to 15.5
million so agricultural production must increase to feed the expanding population as
well as increasing hard curency earnings. For this reason we now examine the
problems that face farmers in Iraq and particularly agricultural marketing.

Farmers face a situation where they have to tend farms scattered over a large
geographical area. Farmers in most cases are at the mercy of situations outside their
control. In particular they lack the ability to control the price of the produce in a
manner which would improve their standard of living and their position in society. We
shall see later in Chapter five . that efficient and effective Marketing Boards capable of
solving farmers' problems are necessary. The fixing of fair prices, employment of
competent workers and maintaining regular and stabilised prices and income are all
vital to the farmer, The poor returns a farmer receives seriously affects his financial
position as he attempts to repay loans, and to meet his living expenses.

This chapter which attempts to explain the above situation, is presented under the .
following headings:

Marketing Concept. -

2. Marketing in Developing Countries, including Iraq.
3. Problems of Agriculture in Iraq.

4. Agricultural Marketing Definition.

5. Neglecting Agricultural Marketing.

6.

Structure and Characteristics of Agriculture in Iraq.
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3.1. Marketing Concept

During the past decade, marketing hasbecome an Increasingly important function
within a business organisation. This sitnation stems from the fact that businessmen
recognise the importance of profit making to their firm and realise that for their
business to sundve. customer wants and needs must be satisfled. However, to apply the
marketing concept successfully, a firm should be marketing-oriented. The adoption of
this concept means fundamental changes in the firm (i.e. in management attitudes, the
organisational structure, and the whole approach to managerial functions). Levitt was
one of the first economists to suggest that businessmen defined their operations too
narrowly, beiné production rather than marketing oriented. Marketing looks at the
business as being directed towards the satisfaction of customers wants and acting as a
provider of customer ntﬂlty. If this policy was pushed by a firm, it would not suffer
from competition by other firms because it would be fully involved in the development
of these needs 1 Boyd and Massy cited Drucker who summarised this concept by saying
that until the customer has derived final utility. there is really no product, there are

only raw materials 2

In 1981 the researcher interviewed 22 company executives operating in the

production of consumer goods., Fifteen claimed that they were fammar with the

marketing concept, and seven stated that they were not familiar with it. quevei'.
m?nagers in both groups were vague when they were asked to deﬁne the marketing mix.
Those who claimed to be familiar with the concept defined only t§vo elements (quality
and price), No one mentioned consumer satisfaction.

Afirm rnay satisfy consumer needs, but at the same time adversely affect the soclety
ln which it operates. So w1th the advent of consumerism, a possible conflict between a

firm's soctal responsibility and the traditional marketing concept may occur. Stanton
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argues, that though this may happen, such a situation should not be avoided. The two
approaches need to be made compatible, and the key to achieving this lies in extending
the time scale of the firm's planning and widening the marketing concept definition.
This broadening of the marketing concept will produce social adtiivity which goes
considerably beyond the selling of such items as toothpaste and steel. Consequently,
marketers may have many different target markets.3

To sum up, a firm in the long run should achieve the following objectives if the
marketing concept and the social responsibilities involved in marketing are to be
recognised. These objectives are: First, satisfying consumer wants; second, satisfying
the social wants influenced by the firm's activities; and thirdly, maximising and
achleving profits. The researcher believes that other soctal and cultural factors must be
considered. These phenomenon need further investigation.
3.2. Marketing in Developing Countries, including Iraq
In most of the developing nations, marketing has until recently been neglected in the
process of economic development, most of the theoretical and empirical studies
emphasise the importance of other factors such as educational reform, capital
formation, tmprovement of productive techniques, and land reform.4

Hirsch, in his study of marketing policy for the Indian Sugar Industry,
demonstrates that owners believed that the primary function is production, and the
factory should play no part in selling.5 This indicates that marketing in Indian soclety
Is regarded as a wasteful activity. This lack of interest in marketing also prevails in
Egypt, as was noted by another researcher. Saddik who remarked that there is a
distinet lack of appreciation of the modern marketing concept among Egyptian
managers. The majority do not fully understand its meaning and how it is ‘
Implemented, and those who do, tend to believe that it is unworkable in Egypt. When

they were asked to define what marketing meant to them, managers were inclined to
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view it in a narrow and/or traditional sense. To many, marketing is nothing more
than selling, whilst to others, marketing is synonymous with studying the market.8

Bazara confirmed that a large number of managers do not believe in the marketing
concept and they do not put it into practice in their companies, since they are of the
opinion that the production function is the most important one in the enterprise and
that marketing 1s no more than a vehicle for distributing what has already been
produced. Most managers were not prepared to accept the marketing concept, since
production problems represented the main difficulties facing their coxixpanies.7

Marketing in developing nations is a subject which has increasingly attracted the
Interest of researchers, text-book authors and writers in specialist journals. The
researcher does not intend to provide a complete list of all the relevant literature but
refers only to those most relevant to the present study, such as books on marketing in
its national and international aspects. Some of these books direct the attention of
local businessmen to the importance of the domestic market as a step towards
marketing products on an international scale. Problems relating to international
markets are wider and more complex and hence more skills are required to deal with
them.

Terpstra's textbook offers valuable assistance to managers engaged in foreign
business. He defines marketing as the collection of activities undertaken by the firm to
relate profitablity to its market.8

Professor Livingstone expresses the problem of international marketing in terms of
Moving from the role of exporting to actually manufacturing and distributing from
overseas bases 9

Carson explains why marketing differs from country to country, He discus§es many
aspects which account for these differences, such as the cultural, social, political and

€conomic roots of the marketing systems in the developed and developing nations. He

also suggests some areas which need further investigation.10
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Bartel's comparative marketing and wholesaling studies represent the most
comprehensive work in the field of marketing, fifteen different writers presented their
descriptions and their evaluation of wholesaling in fifteen different countries
throughout the world.

The above examples demonstrate the marked growth of interest in marketing in the
developed countries. As a result an increasing number of research studies have been
undertaken, based upon the use of systematic interviewing procedures.

Slater and others based their study on farmers, industrialists, consumers,
wholesalers and retailers. Their survey of an area in North East Brazil created a model
which was developed as a tool for analysing the complicated effects of proposed
development programmes on the economy of that part of Brazil.12

Littlefield and Strong, in their attempt to examine the application of marketing in
Peru, reached the conclusion that the marketing concept is hardly accepted because of
the low level of competition, the low education level, the existence of a seller's market,
and the sfnaller scale of enterprises there. However, they contend that these difficulties
can be overcome, and the low level of acceptence of the marketing concept is not an
essential feature of less developed economies.13

Boyd and Wesfall, in their study of the Indian economy, pointed out specific
obstacles and weaknesses in the marketing system, and the possibilities of improving
Indian conditions by using modern techniques. Those conclusions are based on their
study of the activities of manufacturers, wholesalers and retailers.14

Bromely through his study of the integral marketing of selected food products in
Ecuador, has bolnted out the major problem areas of organisations concerned with

marketing policy in less developed countries. These major problems are:
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(@)  The availability of effective marketing chains.

(b) The relationships between the scales of production and consumption and
the structures of marketing chains.

() The differences between the marketing characteristics of different types

of products and finally,

(d) The relationships between different types of marketing approaches.l3

Again, in Egypt, Alsharbini pointed out that unexpected marketing problems arose
in the developing nations during the period of industrialisation which was regarded as
providing the fastest route to economic development. One of the most important
problems to emerge is that caused by the attitude of managers who considered
production to be the only area affected by problems. The writer's conclusion is that
marketing has the effect of using up capital resources which are scarce in most
developing nations.16

Although there are no previous studies relating to agricultural marketing in Iraq,
the researcher has concluded from his own research that this situation does not apply
only to agriculture in Iraq. For example, during the period 1976-1980, the Ministry of
Planning did not allocate any expenditure to marketing projects. The researcher found
from the figures published in 1984 by the Ministry of Higher Education concerning
those employees who were sent abroad for training and studying, that of two thousand
people who had left the country to pursue higher education courses, only twenty were
undertaking Management and Marketing studies.1? |

The present structure of the distribution of agricultural industry is characterised by
a large number of small business concerns. In agriculture cultivates areas are scattered
her and there. This unsatisfactory distribution pattern in these two sectors in terms of

workers is partly caused by the existence of small isolated markets, lack of adequate

entreprenurial skills, and imperfect competition.
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The output of such countries is characterised by low productivity, and high
marketing costs. Such costs have an effect on the development ‘of both mdustry and
agriculture. In the agricultural sector for example, the marketing sector accounts for a
high proportion (about 32%) of the labour force, and therefore increasing the
productivity of this sector would be an important step towards improving economy
productivity, throughout the economy, consequently reducing the cost of products to the
ultimate consumer,

Factors contributing to the neglect of the development of marketing in relation to
agriculture will be mentioned later in this chapter. This neglect, which creates and
perpetuates a backward and weak econorny, results from the low status of markettng in
developing countries such as Iragq.

Most of the developing nations are now aware of the error of neglecting the
developing of marketlng systems, and over-emphasizing production-system
Investments, in their five-year plans which aim at bringing the fruit of production to
the people.18

In addition, in the absence of research concerning marketing in the development
process, it is useless to attempt to develop the production sectors without ensuring that
complementary advances are made in the distribution sector.19

From the above discussion, the main conclusion is that the role of marketing has a
low status, and greater emphasis is given to the role of industrialisation in relation to
economic development, in most developing nations, Iraq being no exception. There is
no argument against the emphasis on the Industrialisation process in these countries,
but such emphasis should result in stimulating the developmént of a marketing system,
which would enhance efficiency in the use of economic resources, thereby providing a
large domestic market, and increasing market potential. In point of fact, the present

situation will not allow the achievement of the required objectives,
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3.3. Problems of Agriculture in Iraq

The Iraqi farmers suffer from ineffictent marketlng‘ of agricultui‘c. This is the main

reason for the decline of agriculture, a situation which has become a éause for concemn -

to the Iraqi government and efforts have been made to tackle the causes of this decline,
All developing economies face the same problems relating to agriculture in spite of

their desire to achieve self-sufﬂciéncy in terms of food production. The following are

the most common problems relating to agriculture in Iraq:

3.3.1 Poverty One of the main causes of agricultural backwardness in Iraq is

the poverty of farmers in rural areas. Poverty is a complex problem and there is an
urgent need for a clear understanding of its various elements. There are great
numbers of poor farmers in the‘ rurai 'areas who are whblly dependent upon
agriculture, not only for their livelihood, but in mahy instances for their very
survival. Income levels and access to basic needs are useful indicators of thé extent
of such poverty,20

’Seasonality is frequently an important cause of poverty. The nutritionél
adequacy of diets often varies a great deal according to the season. Seasonal
shortages tend to be severe in Iraq with only one or two major harvests, where a
price increase generally coincides with seasohally low eamings‘for agricultural
labourers. The highest incidence of malnutrition often occurs at suéh times.

One of the aspects of poverty is that one group of farmers can suffer mbre
than others, People in a certain group are poor because they have no access“to the
existing financial factlities or othyer' forms of support. This not only leaves 'thgm
open to exploitation, but also deprives them of appropriate technology and basic
Institutional services, such as input delivery systen‘is which favour large farmers.
Thus, unless there is a permanent change in financial power in the present system,

there will be no lasting effects from the little assistance the rural poor receive, at

least not in the sense of achteving greater equity.2!
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Some parts of the remote areas could be described as forgotten regions.
Isolation affects access to health facilities, education and other important
amenlities, thereby accentuating the effects of poverty. Remoteness from any
irrigation system also increases the risk of drought and heighten the effect of other
national disasters. In many of these areas, survival is made possible only by
subsistence of farming and any additional small sources of income people may
have. However, of equal importance is the effect of group isolation on the

motivation to produce. Thus, in these far regions, production may be low simply

because there are no consumer goods to buy with the proceeds from a marketable

surplus.

3.3.2 EQQMD_QQ_@&L@& One of the main obstacles to the development of
agriculture in developirig countries in general and in Iraq in particular is the
fragmented source of supply. After the land reform and in many areas, the bulk of
agricultural output came from large numbers of very small ferms scattered here and
there, and operating independently. The organisation and the coordinaiion of such
widely-separated areas is Immensely complicated. ’

Agricultural produce is provided by farmers scattered over a wide area
where the soil and the climate are suitable for production. Some farms are small
others are large andspecialised and this is a feature of areas selected with little
consideration for their proximity to markets. Some of these farms, especially in the
North oi Iraq tend to specialise in producing similar crops. such as wheat, maize.
and barley, so that there are specialised agricultural areas as well as Specialised
farms The problems involved in collecting produce from a variety of i’arms means
that a proportion of the crops is lost before they reach their final destination (i.e.
stores, or food industry premises). | ‘

In the case of fresh fruit and vegetables, the problem is even more difficult.

These products are gathered together and moved by traditional types of transport to -
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the warehouses for dispersal to final consumers. To meet the needs for industry
both as raw materials and consumption by the population, it is necessary to
allocate products so that both of these needs are satisfied.

An efficient marketing infrastructure has a marked effect on the cost and
the structure of agricultural marketing. A country's general communication
facilities in which serve both agriculture and the economy, even as a whole, have a
crucial part to play. The cost of such an infrastructural facility as transport affects
product prices and the size of the market. Thus, the development of agricultural
marketing may also contribute towards the improvement of other related
infrastructures such as storage, ancillary buildings, technical equipment, cold
storage, etc. Such progress or improvement as can be achieved in agricultural
marketing depends largely on the level to which these facilities are provided.

Improvement in these areas requires both continuous effort and financial
resources. Therefore the government is the only agency capable of taking the
required measures in relation to the type of investment which would be unattractive
to the private sector, since the latter would regard such investment as incurring
unacceptably high risks and costs. Thus, because most developing countries are
poor, infrastructure is poor and because investment is inadequate, the problem
persists, -

The marketing system for industrial products is different from that for
agricultural products. Thus, it is crucial to devise well organised procedures in an
agricultural situation where production is undertaken by a vast number of scattered
units. Equally challenging is the task of organising an effective marketing system
for the supply of improved seeds, fertilers and pesticides and it is correspondingly

more difficult. This creates problems even in advanced countries.
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3.33° Small Scale Production Agriculture is still a small scale industry. Despite

the small size of the average farm the country has recorded considerable progress in
this sector since the introduction of the 5-year plan, but further improvements are
required. -

In Iraq more than 70% of the population depends upon agriculture, 41% of
the total country’s products consist of agricultural produce and 80% of that amount
comes from farn;s which are financed by family units (see Chapters 5 and 8).

The scattered and specialised production discussed above hinders the
development of agricultural practices such as grading, selling and storing ona large
scale in order to conduct business effectively and economically. Above all, farmers
are concerned with production and they have neither time nor the ability or
knowledge for marketing their produce effectively. This situation has resulted in
the convergence of middlemen, as well as cooperatives. Further details concerning
the importance of the latter will be provided later in Chapter 5.

Since farm holdings are as small, the major marketing problems that arise
inIraq are the high cost of production, problems concerning packaging and grading,
farm cultivation methods, and obstacles to harvesting specialisation, all of which
Prevent economies of scale from being achieved. These problems arise from the fact
that thousands of farmers are scattered throughout the rural areas.. These small
Plots do not allow them to use technology for greater efficiency, as there is no
specialisation of production, which may be practiced on large farms. The farms, for
the most part, by their nature do not fit into a modern marketmg economy, even if
they reduce risks through diversification. The benefits of a technological break-
through could not be successfully applied to them. The very nature of small
holdings makes widespread use of modern technology impracticable.

- With reference to agricultural produce it is generally difficult for producers

to influence demand. Farmers' resources and production capabillities are generaily
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limited, and are not sufficient reward to guarantee his efforts. Moreover, unlike
producers of manufactured goods, farmers do not have the turnover required to
Justify advertising in order to create demand. In the face of such difficulties efforts

to create demand for agricultural products are made on a collective basis, i.e.

through cooperatives or agenciles.

3.34 Farmers' Bargaining Positions When farmers are poor and in a state of
indebtedness, their position when negotiating with their money lenders becomes
weak. In a competitive environment, when demand is strong, successful producers
are better off, but in agriculture, with its increasing number of intermediaries,
directly related to the number of producers, farmers are not better off because of
their constant indebtedness. Despite the views held by economists relating to pure
competition, because of the concentration of purchasing power in the hands of the
moneylender, which is outwith the scope of our study, farmers in Iraq, at the
present time, suffer a loss of bargaining power for getting better prices even in a
competitive environment, thus their position tends to remain weak. ’I‘he fact that
credit is obtained in advance scarcely alters this situation. Farmers use such credit
without the conditions implemented by official sources to cover their daily
requirements during the period of planting and harvesting and also to meet any
additional expenses involved in such as processing, transporting the produce, or
€ven storage services after the harvesting, which are always inadequate. Such
power will be able to deter any effective kind of competition which hurts their
interests,

- A factor we mentioned earlier (namely, the fact that farmers are scattered

Over a wide area) has exacerbated the situation. The unorganised situation in which

farmers operate, added to other economic, cultural and social factors, results in

their power being weak in the marketplace.
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3.35 Incentives For Farmers Agriculture occupies a predominent position in the

Iraql government's economic development planning. The amount of money spent
by the government in the fifth 5-year plan was 215 million ID, from 1975 to 1980,
but there is more to be done, although there has been an improvement in
agricultural production on a commercial basis compared with other periods
following the land reform decree of 1958. Avatlable data shows that before the land
reform law exported crops totalled 300,000 tons per annum, whereas afterwards
Iraq started to tmport crops.

' With regard to the overall performance of the agricultural sector, there has
been a decline in agricultural production. The value of imported crops in 1959
amounted to 86 million ID, while in 1982 this has increased to about 70 million ID.
The area under cultivation decreased from 6,517 hectares in 1974 to 3,750 hectares
in 1982,

FolloWing the introduction of a national project, which we shall discuss in
Chapter 5, based on the results expected from using modern inputs, the rate of
growth In production was estimated to be 3% from 1972 onwards, whereas the rate
of growth was only 2% in 1980. Accordingly, there are greater shortages in the food
supply and deSDite a population growth rate of 3 percent, the decline continues,

4 Among the reasons for this situation is insufficient use of modern inputs
such as fertisilers and high yleld crops, the primitive tools used for agricultural
Purposes, institutional shortcomings, and the imbalance between regtons with
Tegard to crop production, Some of these aspects are discussed in various places
throughout this thests, but concerning the problem of cropping imbalance, which is
reflected in the percentage changes in agricultural products, for the production of
wheat, for example, decreased from 1511 kg./HA in 1980 to 1200 kg./HA in 1982,

Whereas production of tomatoes has been increased from 11831 kg./HA to 13333
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kg./HA during the same period. Therefore incentives for farmers should be
introduced in order to achieve a balanced production pattern which seems to be
unsatisfactory at present,

In this context, incentives may be offered to farmers through an integrated
price policy in relation to agricultural commodities and this could be implemented
by modernising agricultural inputs in the form of technological improvements. In
the absence of crop planning in a country like Iraq, only an appropriate policy
would help to ensure greater varieties in agricultural output.22 Employing a pricing
Policy as proposed would have an incentive for farmers to increase or vary
production. But by doing so, an acceptable return and adequate remuneration for
effort would also be ensured. As we shall see in Chapter 6 and Chapter 7, there is
evidence that using prices as effective incentives was neglected during an earlier
period. The annual report of the Ministry of Planning and the weekly pricing
records for fruit and vegetable crops for different periods indicate that agricultural
prices were decided by estimating the cultivation cost, and adding a narrow margin
of profit.

Up to 1980, official prices showed only marginal changes of about 2% per
annum and these were often not enough to meet the primary cost of production. But
later, official prices increased by 10% to offset the trend of increased cost of inputs
to ensure 3 reasonable revenue for producers.

With respect to incentives for farmers, as we shall see in Chapters 5 and 6,
the policy does not appear to have achieved much success. The fixed prices are
Simply not high enough to cover producers' costs and leave them with a reasonable
return, in order to bridge the gap between agricultural costs and revenue and allow
them to ratse their standard of living.

With regard to ‘providing incentives, although agricultural credit is

discussed in more detail in this section, what is relevant here is that improved
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financial arrangements and banking practices should be introduced for
agricultural financing. A new system of loans provided by the agricultural bank or
the financial system in general should be introduced and applied to all agricultural
parties and allied activities, instead of Just for plantmg for agriculture. This may be
achieved through the introduction of a new loan scheme implémcnted by providing
banking infrastructures in the rural areas and setting up various forms to deal with
problems relating to the inflow of credit for agricultural purposes, using expert
advice to introduce changes in the present system through the Natfonwide project,
including small farm experiments by means of which a system could be created,
aimed at the effective coordination of vartous credit schemes.23

To implement modern schemes, the best result might be achieved by
establishing a link between the Agricultural Bank and the Commercial Banking
System as a means of providing loans in the rural areas.

With such collaboration, great prosperity might be realised in the future,
Through such efforts and improved policies in the banking system in terms of
increasing credit limits in the rural areas, production levels, existing productivity,
overall returns might be increased by individual farmers or larger agricultural
enterprises through the inflow of credit in its new shape, facﬂltatlng the adoption of
modern technology and scientific methods by farmers. By removing the source of

dissension between the traditional and modemn approaches, great prosperity might
be achieved in the future,

3.3.6 Marketing Channels With regard to the first problem mentioned above,
We can conclude that a large volume and a wide variety of agricultural products must
be made available regardless of where they are produced, for people living in the
metropolitan areas and for the large factories in which these prodixcts are |

Processed. However, complications arise as a result of the relatively small amount
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of produce from each farm, and the considerable distances from consuming centres.
Since farmers are so far from consumption centres, a marketing system is
necessary to be provided to meet these centres' rcquiremenfs.

In Iraq, farmers experience problems in marketing thetr produce at places
where potential consumers or buyers are available. This problem combined with
others relating to the infrastructure, e.g. roads, storage, has its effect on producers'
prices. It is clear that when produce cannot reach the buyer, the distribution system
1s not properly organised. Such difficulties dlrectly affect the condition of produce
on delivery, access to storage facilities, the methods used to dispose of products, and
the means of financing these activities, are all problems facing farmers. The
marketing of agricultural products starts, not at the farm gate, but involves the
planning of production to satisfy the existing demands énd future market prospects.

These channels and their effects will be discussed in more detail in the
relevant chapters,

3.3.7 Credit And Finance Credit for farmers is the life blood of the economy.
Most governments in the developing countries, unfortunately, do not make a
serious effort to solve this problem, and Iraq is no exception. Iraq is one of the
richest countries in the Middle East, yet the credit problem is a long-standing one.
Credit can be provided by the Agricultural Cooperatives Bank, but farmers do not
have access to such facilities. Details relating to the Agricultural Bank loans in
Iraq will be given in a later chapter. The amount of funds available and the
facilities needed to effect the necessary changes are largely left to other agencies.
The provision of a credit system offering easy terms is a much needed facility.

Access to flnancia] isntitutions is essential at all stages of marketing.24
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(a) Growers need credit before and during production to meet the costs of
seed, fertilisers and other components. Further credit may be needed after harvest
so that the farmer canhold part of his crop until prices rise.

(b) Part of the credit needed by growers is for their personal use.

(c) Wholesalers need short-term credit to pay the farmer. before re-selling
the goods. Longer term credit 1s required to finance business prelruses. storage,
transport ai’ld equipment. In the case of wholesale processing firms further
SPecialised equipment’ would be needed and the turnover of working capital would
take much longer. The processor ofa perishable crop may have to buy the produce
during a short harvest season, during which period he may sell almost nothing
because it is the peak season for the fresh produce.

(d) The retatler needs short term credit to acquire stocks before he is paid by
his customers, He may even give credit to them. Furthermore farrmrs may not have
neough security to enable them to borrow the necessary funds from the bank. They
may then have to turn to the private sector, where there will be no choice concerning
the rate of interest. Such inequality of opportunity in the rural community may
force i'armers to sell products in advance.‘ even at half price, or oblige them to sell
their produce as soon as it is harvested. This results of course in very low prices

because the marketing systern is overburdened and the farmers lack bargaining
power., ‘

The interest of middlemen or intermediary agencies also causes farmers
always to be in a Weak“ position. We have already mentioned that official and
unofficial sources directly and indirectly contribute to»uards keeping farmers poor.
A°°°rdmgli’. it may be understood that farmers will have little access to helpful
information concerning current market conditions, changes in demand and buying

behaviour, nor will they have the opportunity through their production, either to



improve the economy or increase exports. This will adversely affect the process of

¢conomic growth in the long run, despite the comparative advantages a country may

Possess,

'3.3.8 Production Seasonality The nature of seasonal production imposes
other constraints on the marketing system for the agricultural producer and adds to
thé difficulties involved in trying to satisfy existing demand. Since most farm
produce is seasonal, most agricultural products are available only during a

relatively short period of time. There is then a heavy demand for marketing

factlities such as credit and storage and at other times of the year it may be difficult
to obtain these facilities and this, naturally, affects prices. Again, farmers face the
Drbblem of maintaining a consistent level of supplies to match consumption
requirements throughout the years.

When a large number of farmers each has only a few acres under the
terms of the Land Reform Law, and they do not have the necessary facilities referred
to above, they are unablé to preserve perishable products. Two alternatives open to
these farmers are either to transport the produce immediately to the consumers,
Since they Canhot Store it themselves until the appropriate season, or alternatively,
to store .it elsewhere. However, they cannot afford the extra cost involved.

| All the peak period, transportation agencies encounter the peak load
problem, since the agricultural market is supplied by a larger number of scattered,
and m°St1Y non-specialised, producers. This also results in serious consequences in
that there ig increased marketing expenditure which affects both consumers and

producers whlch does not happen in the case of manufactured products.

339 Land Reform Problem In considering agricultural problems which affect

Production in a country like Iraq, the question of land tenure cannot be ignored.
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Assoctated with it is the kind of farming where farm an ntrinsic part of the people's
culture. Many lndividuals in Iraq have made a fortune by their claim on certain
pleces of land in which mdividuals or firms might be interested and are therefore
prepared to pay large sums of money. Sometimes the government requisitions
land in the pubﬁc mtefest. The poorer farmer tends to fall into debt to the wealthier
members of the community, and even to lose his land. In this situation, there is a
dislncentive c’oncerning the development of agrioulture. Even when he has
inherited a piece of land financial problems kprevent an indlvidual from USing
modern techniques, and consequently his agricultural methods are out of d‘ate.
Some individuals, because of thetr oostgion in soctety, have no desire to cultivate
land for agricultural purposes out reéard 1t confirming prestige or as a symbol °f
social status. Others may have problems concerning ploughing pleces of land at
some distanoe apart from each other, or difficulties relating to 1rr1gatlon if they do
not have resources in terms of supervision and management. Moreover. those WhO
have the necessary commercial outlook and interest may not have enough land to
make use of these attributes,

Such 1nequa11ty in the cornposition of society has created a senous problem for
agricultural development in Iraq The fact that agriculture in Iraq is almost wholly
of the subslstence type is not suprising The problem is not surprislng The problem
is essentxally due to a shortage ot' resources to enable farmers to produce enough for
both domestic use and the nees of industry. Thus constraints imposed on ownership
by the land tenure system is an equally serious parrier to progress. Such problems
encourage migration from rural to urban areas. The primary hypothesis which may
be introduced in this connection is that the migration of rural people to urban areas

I3 one factor among many which aﬂ‘ect agriculture and the food mdustrys supplies

and the subsequent scale of marketing.

135



Further unpucauons arising from the 1958 "Land Reform Law" in terms of 1t§
advantages and disadvantages will be discussed in chapter ﬁ"e_ .

3.4. Agricultural Marketing Deflnition:

There is no umversally accepted definition of marketing indicating that a varietY
of opintons is held on this subject. Gordon deﬁnes marketing as "the way in which an

organisation matches its own human, financial and physical resources with the wants
, 25
of its customers,

This definition offers a very interesting approach to marketing which can be
applied to agriculture. According to this definition four tasks must be successfully
completed for a firm to market its products successfully, These tasks are: (1) a firm
should study its potential consumers; (2) identify who they are. (3) finding out where
they are; (4) 1dentify the factors which determine whether 6r not their products will be
purchased. By the same token farmers should be able to distinguish potential buyers by

using their improved knowledge of marketing.

Kotler defines marketing as the business function that identifies current unfilled
needs and wants, defines and measures their magnitude, determines which target
markets the organisation can be serve, and decides on appropriate products, services,

and programmes to serve these markets. Thus, marketing serves as the link between a

26
soclety's needs and the pattern of industrial response.

Marketlng therefore covers both one-off exchanges where there iIs no implication of
2 more durable relationship, and also continuous relationships of exchange. Kotler
Suggests that there are three elements which must be present in order to create a
marketing situation. These are, (1) two or more parties potentially interested in

exchange, (2) each party possesses things of value to other, (3) each party is capable of
Communication and delivery.
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Kohls defines marketing, which is relevant to agriculture as "marketing is the

performance of all bustness activities involved in the flow of ‘goods and services from

the boint of initial a
27

consumer." - The principle reason for such a definition being relevant to the

gricultural production until they are in the hands of the ultimate

agricultural situatton s that it can be used to determine which business actlvitlgs can
‘ be
be properly regarded as related to marketing. He asserts that marketing can never

regarded as a neutral element by the farmer, and, for this reason, it is worthy Of,his

serious consideration.
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It is essential to emphasise that agricultural marketing is not a concept which is
beyond the scope of the farmer. He may choose to farm in such a way that he has very
few, if any, marketing decisions to make, However, his produce will still be marketed, if
not by him then by a further link in the marketing chain. Changes in systems of
markefmg, and changes in the demand for agricultural products will eventually affect
the individual and so 1£ is in his interests to be cognisant of, and responsive to all
aspects of agricultural marketing,28

Kohl's deﬁmﬁon of rﬁarkettng has three main elements, the making of a profit. -
Profit maximisation is a targét for most commercial businesses and this is an aim to be
échlevéd by fari'ners. Profit to farmers provides motivation and incentive, without
which thcy are unwilling to do the work involved. Farmers may moderate the
maximising attitude of economic man and adopt the more realistic "satisfler" concept
where maximurn profit is replaced by satisfactory profit.

The second elemeﬁt is the satisfaétlon of consumer needs and wants. This element
will emergé, when farmers define their consumer segment in the market; in other words
farmers should know their potential consumers. Thereby farmers will be able to fulfil
these needs to the boint of corﬁplete consumer satisfaction. Farmers will achieve this
objective When’there 1s appropriate interaction ih the market between them and
consumers. Lack of adequate information about differences in prices, supply and
quality of produce is a common problem in the domestic market in most developing
natlons.‘Lack of an accepted standards relating to quality and quantity means that all
produce rriust be appraised visﬁally. In most déveloplng countries where fhere are no
marketing organisations, farmers communicate with their customers in many ways,
usually through their normal social activities. Many of the risks and difficulties
associated vﬁth agricultural marketmg in most developing nations, méludmg Iraq,

arise from the lack of effective marketlng institutions. The purpose of a business is to
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create and keep customers.29 Satisfaction experienced by an individual may be used as
an effective means of persuading others to buy as a result of the interaction of people in
their daily soctal life (e.g. parents opinions given to their family members or the
opinion of influential leaders, whether religion, political, etc.).

Finally in keeping with the agricultural marketing concept, farmers, should be
Customer-oriented. They should recognise that their ability to survive in the
agricultural busmes; is partly dependent upon defining what consumers and potential
buyers want, that is, farmers should be willing to supply more than before at various
Price levels, combined with high quality standards.30 Farmers should be production-
oriented in terms of producing according to consumer wants. This is fundamental to
long-term business success, and involves maximising the allocation of inputs, and
improving profitability; increased profitability provides a large surplus to be invested
In expanding production facilities.3! In this context, farmers should avoid the
assumption that they will sell what they produce, For example, in the UK potato
market, different qualities of potatoes are preferred by various consumers. Some, for
example, "bakers" prefer large potatoes, others use a particular variety, etc. Relevant
knowledge may help farmers to identify new marketlng opportunities, and to develop
an appropriate strategy in order to provide the product required.

In concluston, the marketing of agricultural products begins at the farm when the
farmer plans his production to meet specific demands and market products. However, it
would be erroneous to suggest that any of these objectives are pursued in farms at the
present time, although it is a possibility in some cases. To farmers, the sale of their
Products at the highest possible price would be the main long-term objective,

Effictency tn agricultural marketing 1s not only critical for farmers, but it is also
Cructal for the success of the development programme designed to increase the standard
of ving of the whole population. Despite the concentration of industrialisation to

achieve economic development, a large part of the community will continue to depend
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on agriculture. Any effort by the government to increase agricultural productivity,
stabilise markets, ensure regular supplies and eliminate economic waste, must include
the development of an efficlent marketing system for food and agricultural products.
Raw materials for food processing industries consist mostly of agricultural
products which form the core of the industry. Thefr availability at particular times and
places is very unﬁortant to the industry. It s obvious that food processing industries in
Iraq depend to a great extent on local raw materials. Therefore in the initial stage of
this study it is importanf to try to establish how far the principles underlying the
marketing concept are observed in practice. The marketing-oriented concept can be
applied to agriculture to a large extent but, to date only a limited amount of work has
been undertaken to 1dent1fy the orientation adopted by farmers.32
3.5. Neglecting Agricultural Marketing
Several factors have contributed to the neglect of agricultural marketing in Iraq.
(a) The difficulties involved in gathering data on agriculture and the uncertainty

concerning the reliability of such data.

(b) Preoccupation with industrialisation has diverted attention from marketing
problems.

(¢} The common assumption that marketing is passive, and it will adjust
automatically to fit the rest of the economic system.

(d) The fact that the marketing concept itself is a new phenomenon, and the general
beliefs that the marketing system is complex, therefore it is better to disregard it.

(¢) The central planners have ignored the role of marketing, partly because of the
almost invistble role of the marketing sector operating between production and

consumption, and the unavilability of the accurate, essential and quantitative

Information required for the planning process.
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() Another factor contributing to the neglect of agricultural marketing is related to
the nature of agriculture itsel, Basically agricultural produce is characterised by
instability and by the uncertain economic environment. As we shall explain in some
detail in chapter five, dealing with the factors affecting the price of agricultural
Products. Agricultural production has a biological and climatic basis, the various
elements of which create problems in forecasting the quality and the quantity of the
products. Weather, infection and drought, whether controllable or uncontrollable, have
severe effects on the ylelds. In Iraq, temperature, rainfall and humidity, features of a
tropical climate, adversely affect farmers, who have no defence against these
conditions, C onsequently, the uncertainty and risk associated with potentially low
yield have an economic effect n such changeable physical environments. Therefore
farmers constantly fear that these conditions may at any time reduce their livelihood
to a bare subsistence level, When the yield is low the farmer and his family will
consume all of it, leaving nothing to be marketed. In view of the uncertainty associated
with their natural environment, it is only natural that farmers pursuing such a
primitive form, agriculture most of who are poor, will be averse to taking risks.33

The lack of a private policy for the development of marketing in most developing
countries including Iraq, and the low status of this sector has resulted in serious
weakness, which generally affects the level of development in the economy as a whole,
and this seems to be a permanent feature. In addition, it is fruitless to attempt
development in the industrial sector without ensuring the required complementary
advances in the distribution sector. Research concerning the role of marketing in the
development process is needed.

In the public sector greater emphasis on industrialisation without adequate
attention to the role of marketing in the development process, has not succeeded in
achleving the following objectives: stimulating the development 61‘ an agricultural

Mmarketing system which would promote greater efficiency in the use of economic
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Tesources, providing a large domestic market and increasing market potential. The
government should realise the tmportance of marketing as well as of production and
finance. Marketing planning should involve detgermining how to produce the proposed

product, estimating the selling price, determining methods and structure, and

obtaining marketing data for planning.34
3.6.  Structure and Characteristics of Agriculture in Iraq

From the above discussion one can conclude that agricultural structure in Iraq has
the following characteristics.

In general production units are small basically because each unit is run as a small
family concern tn which the main aim is self-sufficiency, most of their produce being
personally consumed, and with little left over for marketing, the volume of output, and
mainly the small size of resources used as input elements. In an environment so highly
fragmented, there is inequality of income and many difficultires are experienced in the
distribution of the agricultural output. In these circumstances, farmers' decisions are
based upon expertence of the previous season. They concentrate on products at a high
Price both for their personal benefit--as they consume part of the production--and
through a desire for high cash income. In this case, the choice of a particular produce
cannot be Interpreted in terms of a long-term commercial approach but rather as a

Tresponse to the relative price changes.
' In an agricultural tradition of this kind, faﬁner’s access to information about -
market conditions is limited, so that farming methods are primitive and little
attentlon is paid to the need for technological changes. This situation is linked with the
financial problems farmers generally face. On the other hand, they are ignorant
Concerning the application of modern farming methods, and their constant
Indebtedness Prevents them from obtaining information about such. Because so manY

farmerg are illiterate and they suffer the consequences of other social and economic
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factors, they are not in a position to apply modern technological techniques, so that a
degree of technolpgical backwardness is rcreated in the ‘long run. Moreover, in a
traditional soctety since individual farmers differ in the resources they have, and some
are better informed or more interested than others in successful farming, the same task
may be performed using different methods in the same locality.35

One may conclude from our discussion of the main problem of agriculture in Iraq
that different factors have contributed to backwardness in applying the appropriate
technology in the agricultural industry. The first mentioned above is the farmer’s lack
of knowledge in such crucial areas as market conditions and technological expertise.
What is required is not the high level of technology employed in developed countries
but appropriate technology. The problems associated with ’transferring technology
from one country to another are outwith the scope of our present study, but it should be
pointed out that farmers may be unable to absorb the knowledge rgqu(red to take
advantage of modern technical methods so that high technology may in fact be a cause
of failure, due to administrative problems rather than source of potential success.
However, as we have learned earlier, the use of machinery by farmers has sometimes
taken place as a result of their experience or communication outwith their own
environment (see chapter 5 -cooperatives). Therefore such communication is partly
responsible for the diffﬁslon of technology in the field Qf agriculture, But as we
mentioned earlier, that marketing infrastructure in Iraq is poor and this represents
one of the problems affecting agriculture in Iraq. This problem, therefore has been
exacerbated by both an tnadequate marketing infrastructure and the location of farms
In inaccessible areas. In addition to these factors, poverty, to which farmers are
generally subject, has also contributed indirectly to technological stagnation.

Most Iraqt farmers live at or below subsistence level. Accordingly they are unable
to adopt new methods of agriculture and they are unable to communicate with each

other, most being caught in the same poverty trap. However communication In this
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context is not simply physical travel, but also the spread of information and legal
advice. In developing countries and in Iraq access to advice is not easy from the public
sector. In contrast in developed countries free advice and information is available to
farmers from both the private and public sector. In Iraq, there is the "General
Enterprise for Agricultuiral Machinery Services" which is the onlj government
department responsible for dealing with machine and agricultural technological advice
in the fleld of agriculture. This "State Organisation" has suffered from a shortage of
personnel with sufficient éxperience. expertise and education. There is also little
motivation to introduce adequate programmes. The personnel concerned regard
themselves ag members of a government selling department, with no interest in the
fleld of agriculture, Furthermore this enterprise operates in the Capital, Baghdad.
where its headquarters are located. No factlities provided in the rural areas to ensure
that its objectives are achleved. Facilities for disseminating appropriate legal
information and advice are not avatlable for a large number of farmers in many areas
to which access is difficult. The researcher believes, together with officials involved In
the field of agriculture, that the government has been generous in spending about 60
millions ID on the agricultural sector during the three-year period from 1978- 1980 and
therefore no problem concerning finance appears to exist, but highly significant 1s the
lack of oficial motivation to work in the fleld of agriculture, even for those who have
graduated from agricultural institutions. The researcher belleves that the high costs of
travel to remote areas and tht; difficulties involved in reaching isolated farmers present
Insuperable problems so that this enterprise can only help farmers near the city centres
and other accessible areas. Yet the remote areas could be served by cooperative
Crganisations throughout the country if strongly motivated and wholehearted efforts
Were undertaken. The result of such activities on a cooperative basis would benefit

famers greatly anq Positive results would be assured. Agricultural advice provided by
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the private sector as happens in developed countries is not available in a country like
Iraq.36

Secondly, it should be remembered that the adoption of innvative practices is not
free from risk. Uncertainty concerning the consequences of applying new ideas
presents serious obstacles preventing the introduction of such practices.37 This kind of
problem is difficult to overcome in developing countries characterised by scarcity of
resources, a situation which obtains in most developing economies. With little or no
access to Information, farmers will have no adequate‘perceptlon of the potential
advantages derived from using new methods, so they are reluctant to introduce them.
Perception is the process which enables a person to select, organise and interpret
information. Human beings receive information through the senses of sight, hearing,

touch, taste, and smell. These senses act as filtering devices through which

information must pass before it can be used.38 Without adequate recognition of the
benefits to be obtaineq through adopting new technology, little motivation is created.
Motivation will not exist automatically as appropriate motivation provides the drive
that promotes a reaction and in so doing supplies purposes or goals towards which
subsequent behaviour is directed, 39

The risk and uncertainty associated with adopting a particular technology will
persist If the advice and assistance provided by technical experts is not made fully
avallable. With such information or advice, farmers would be in a position to
differentiate between many alternatives to choose the one which is likely to involve
less risk. The degree of uncertainty and the possible rewards are important
considerations to be borne tn mind when organisational changes are introduced. On
the face of it, 1t would seem that rewards and failures associated with taking risks in
Tespect of change will always be recognised, but if the possible rewards are known in

advance, this wi]] motivate those who are innovation-minded. But when failure occurs,

A more complicated picture emerges.4® Innovation tends to be discouraged, restrictive
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practices are encouraged, cooperation with management is not fostered and individual
rather than company performance is stressed. ' Posittve attitudes to change need to be
encouraged at all levels in any organisation and providing incentives might help to do
this.41

Stmilarly, farmers in the developed countries regard agriculture as a business
which may incur profit or losses. Being commercially minded, they are aware that
losses may result. But the situation is different in developing countries when farmers
are poor,

They are unable to undertake risks, which to their minds, are unnecessary. To
them, faﬂute Is a disaster. lnvol\dng.increased indebtedness, ‘and affecting thetr
purchasing power in relation to food or other necessities of life.42 The degree of risk
and uncertainty varies with the nature of the new;technology. Innovation always
involves risk in changing from old to new practices, a fact which must be thoroughly
understood by those who are chocuraged to adopt new ideas. This is compatible with the
Purpose of our present discussion. Again. even when farmers are fully aware of the
benefits proceeding from tnnovation, their financial position prevents them from
adopting new technology as they lack the motivation to save. They may not have access
to loans from official sources because of the administrative procedures involved, so
that the only course open to them is to borrow from unofficial sources. Thus official
sources should consider making package loans available to farmers to encourage them
to adopt new methods whtch could result in a change from tradltional agriculture to a
more productive form, Credit restrictions then will discomage farmers from
employing technological rnethods and this may expla!n the hardship Suffered by
farmers, especlally the poorest ones, who more than others find themselves unable to
benefit from the new technologr

The backbone of agricultural production has undoubtedly beén‘the peasant

Producers or small-holder rather than estates and plantation. therefore the cost of
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agricultufe are high and harvest area not efough sufficient. As mentioned above the
yield and the cultivated area tends to be low. The following tables support our finding
in cereal crops. The yield per umt'areé is still considerably low compared with other
countries. Wheat production in Iraq fell from 1511 kg./HA to 1200 kg./HA between

1980 and 1982, barley production decreased from 692 kg./HA to 600 kg./HA during the
same period.

Table 1:  Wheat Production, Comparative with Other Countries

Country Area Haruestea/HAa.oow Yield kg./HA

1880 | - 1881 1982 1980 1981 1982
Iraq 867 917 750 1300 1100 900
Algeria 730 700 - 600 1511 1400 1200
Egypt 3243 3297 3496 1806 1938 2017
Turkey 1827 1863 1908 16554 17050 | 17650
Syria 1536 1662 1077 2226 2086 1400
Greece 2935 2615 2905 2970 2780 2992

FAO: Vol 6, March 1983.

Table 2: Barley Production, Compérative with Other Countries

County Area Harvested/HA(1,000) Yield kg./HA

- 1980 | 1981 1082 1980 1981 1982
Iraq 719 800 703 692 575 600
Algeria 841 833 765 794 750 650
_Turkey 1893 1990 2034 5300 5000 | 6000
Iran 846 929 857 1100 1300 1200
Greece 2671 2535 2828 892 768 888
Moroceo 1028 466 929 2210 1030 | 1901

FAQ: Vol 6, March 1983,
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Thirdly, there are difficulties in introducing advanced technological methods in
agriculture, caused by the large number of scattered and mostly non-specialised
farmers, so that both agricultural production and the structure of the industry are
fragmented. Efforts to introduce machinery, fertilisers and improve seed quality are
ineffective. Fourthly, only a small proportion of the cultivated land is used for
agricultural purposes and no fallow land rotation system is used. Table 3 shows that
the cultivated area in Iraq is low compared with other countries.

Finally, in general the productivity level in agriculture seems to be low. This
hopothesis needs more investigation. There is an immediate solution to the problem of
agricultural stagnation tn Iraq, by using a marketing approach, and the researcher
hoples in this dissertation to highlight a number of solutions for related problems
within the food industry.

The government does support the agricultural and famng community. Recently a
"Natlonal Crusade Proje;:t'; was vlaimch‘ed\ to improve and expand agricultural
production through thve application oi" agricultural know-how, pomblned with ‘scientiﬂc
management supervision. The main objectives of the project are to achieve: (a)

: tion of
Eflictency; (2) Security; (3) Stability; (4) Equality; (5) Cheap food: (6) The reductio

uner‘nployment‘and poverty. o | o

Reasonable progress is being made in this way in a number of areas. It would be
useful to examine the(de'grec of government involvement and the services rendered by
the government through its various organisations and institutions. Further detatls
Will be provided later relating to such crusade projects.

It apeared that managers with a technical training and background relating to

aptin
Production teng to be more successful than traditional managers in adapting
tcchnology to fit local conditions.
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The establishment and organisation of cooperative socleties s of particular
importance in a community where the rfxajority of farmers can not afford enough
money to buy farm machinery and other inputs. By combining their efforts and
contributions, small farmers have found strength in unity and their joint efforts have
yielded reasonable results which have contributed greatly to improving agriculture in
Iraq.

Cooperative management undoubtedly improves the situation, but greater
improvements are Possible through the introduction of better tools and work practices
in order to Increase labour efficiency. The wide differences in performance between
farms using similar inputs demonstrates the importance of management to some
extent. The hypothesis produced in this connection is that returns in terms of both

money and productivity are higher with efficient management than without. This

hypothesis needs further investigation (see Chapter5).

Table 3: Comparison of the Yilelds and Area Cultivated in Iraq
with other Countries (Wheat), 1981 ‘
| Area Yield

(000 Hectares) Kg./HA
Iraq 017 o - 1100
Argentina 5757 _ ; 1406
Egypt 3297 1938
India 22104 -; S 1849
USSR 50232 . ; .. 1486
USA. 44989 » 2235
Australia 12041 : - 1362

Source: FAO Production Yearbook, 1981.
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In the light of the above problems the efficlency of the marketing system for
agricultural products may be coﬁsidered. Efficiency is very important for the future
viablility of the food mdﬁstry. Attempts have been made by many economists to study
agricultural marketing problems with a view to formulating strategic plans to tmprove
marketing and analysing the role that the agricultureal and food marketing system
Plays in increasing the output of agricultural products in general, mproving the food
industry in particular and achieving better conditions in rural areas.43

There has been greater concern about agricultural problems in view of the recent
trends in most developing countries whose population is growing and where increasing
migration from rural areas contributes to a greater degree of urbanisation. followed by
a higher income levels, all of which increase the need for improvements in the '
marketing system to ensure a smooth flow of produce to the market at the right time
and in the right place. Therefore, the marketing system must assume an increasingly
important role in terms of both national and international trade. Accordingly, the
pressure exerted towards improving agricultural marketing are recognised in most
countries irrespective of thetr level of economic development. A report presented by the
FAO Regibnal Conference for developing countries stated that improvements in the
marketing channels might be achieved through the coordination of different bodies
such as government orgamsat.lons and cooperative units, and it is widely recognised the
Production must be organised on a commercial basis.A4 Farmers may obtain the
appropriate technology in sorne way or other, but not at the time when the necessary
Inputs are most needed, so that the effectiveness of their adoption is greatly reduced.
The unch“'de"'elclitéd state of the distribution systefn has a negative influence. .The
eflorts of the relevant government departments of agriculture in Iraq are important in
relation to the suply of all these modern inputs. The means proposed for implementing

Such proposals are not avatlable in Iraq and they will be discussed in more detail in
later chapters.
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In general, with reference to Iraq, the present system for marketing agricultural
products still suffers from a certain degree of inefficiency and there is a shortage of
physical facilities and supplementary services. These are now summarised, although
we refer to them again in later chapters. Briefly, these characteristic weaknesses are
that producers have a poor quality of life and are not sufficiently knowledgeable to
introduce new inputs, quality control is lacking, output is low, reliable information is
not avallable so that expertise and services are in short supply., consequently
inadequate marketing experts and finally, institutional performance and procedures
are inadequate . ‘ | .

A preliminery suggestion is that the efficiency of the marketing system may be
achleved and possible improvernents introduced by strengthening and improving the
performance of government departments, whose services could be enhanced through
appropriate training, irnproving the information system, and above all, granting full
recognition to the marketing concept so that uneconomic ventures are avolded by
adjusting Supply to demand in order to ensure consumer satisfaction. The cffects of
these steps would contribute to securing price stability implementing effective product
control, and generally creating an ei‘ficient marketing organisation which would
invigorate industry, Aithough putting these recommendations in effect requires
careful Preparation and would be particularly difficult in developing economles, they
must be carried out in order to reduce avoidable increases in production and marketing
costs, all of which could be achieved by improving the marketing systern so that it
becomes more effective

The above summary indicates that the characteristics of Iraqi agricultural have
caused the weaknesses of farmers economically and politically and adversely affect
farmers in terms of income and individual productivity When traditional inputs are
employed, in addition to the existing scarcity of resources, the level of output will be low

compared with that from land cultivated by modern methods. The obvious
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consequences apart from low production include the small amount available for selling
80 that farmers continue to have a low income which keeps them in a permanent state
of poverty. Moreover, there are other social, economic and psychological
consequences. In the long run farmers have little or no incentive to adopt new methods

of agriculture for fear of the unknown consequences and the risks involved. By and

large, therefore, developing countries become worse off.45 -
Conclusion

It has been stated that the output‘ of agncultnral products is affected by the size of the
area under cultivation the output per hectare, and by factors such as the use of chemical
fertulisers, credit factlities, h'rigation systems, the use e of hlgh yleld seed varieties, etc.
But within the current circumstances which include the possibility of expanding the
area under c“k“’atmn or tmproving the current level of Outpnt by multiple cropping,
thereby encreasing the output per hectare But the method most likely to mcrease
production most rapidl}’ is the exploitation of any comparative advantages a country
possesses so that major crop production may be increased compared with other
producing countries |

There is now an increasing awareness that Iraq ts devoted to lndustrial
development, but agriculture must not be neglected Farming in Iraq no longer
dominates Iraqi economic life, 1t is the major source of supply for the food processing

Industries, 1t COuld have an important role in meetlng the balance of payments. second

only to that °f oill. In order to rernedy this situation, it is necessary to examine the
cause of faflure and bldenttfy the obstacles that hinder agncult\rral development, ‘desplte
the various 5-year plans produéed duﬁng the past 16 years.

In Iraq the l'evenue from oil now maintains the balance of payment deflcit created
by other sectors of the economy mcludlng the agricultural scctor The true economlc

advancement of the country can be achieved by feeding the people and achleving self-

sufliciency, The consequence of doing this would be to make a contribution to the
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national income and ensure greater security through achieving self-sufficiency and
providing the raw materials required by the food-processing industry. A successful
agricultural policy should be viewed by developing countries as a prerequisite for more
general economic development. : )

The fundamental characteristic of a primitive agriculture is the poverty of its
farmers. This factor ahd the obstacles preventing the use of modern inputs in
agriculture and are partly responsible for decling production. Backwardness in
applying modern technological methbds and resource constraints together present
farmers with financial problems.

Just as the Iraqt farmer himself lacks the necessary supporting facilities, also so do
other farming inputs. From the researcher's experience of visint many cooperative and
government stores, it appears that a great amount of fertilisers is wasted because of the
carelessness of farmers or offictals. Evidence of this can be seen in the Government and
Ccooperative stores (the Board of Supreme Audit, Report on "The Agricultural Enterprise
of Kut". Report constructed by the researcher in Arabic, 1984).

Optimising the use of fertilisers increéses the yield per hectare. As we shall stress in
Chapter 4, there are differences in the extent to which fertilisers are used by farmers
and cooperatives, in various regions at different seasons, but the general conclusion is
that these inputs are under-used. According to the United Nation Statistics there have
been wide variations in the use of fertilisers by Iraq and neighbouring countries. In
1975, fertiliser consumption in tonnes wer 6.1, 2.27 and 13.4 per acre, increasing in
1985 to 13.1, 495.3, 46.4, in Iraq. Turkey and Syria respectively. These figures,
although Indicating an increase in the use of fertiliser in Iraq, also show that usage is
stdl below that of other countries. - The figures provided in several tables in this

Chapter, show that production per hectare in Iraq is also less than that achleved In
nelghbourmg countries.



In addition to the possible expansion of the area under cultivation, the use of high
ylelding seeds, and improved varieties is another possibility that should be considered
for increasing productivity. The Nationwide project approved the implementation
Practising such proposals in certain parts of the country. Although no accurate data
can be traced of the number of hectares, which have been planted using improved seeds,
this practice is limited and is used only by some farmers, mostly in the North, who use
modern inputs, and by government enterprises.

The evidence supplied by many reports in Iraq indicate that the majority of farmers
are é3-"‘Y1ng out only the basics required to work small holdings. The system of land
reform is such that some farmers can only practice mixed cropping, without allowing a
fallow period. Government projects have achieved little or no progress in altering
traditional methods of farming. Thus, there is a lack of understanding and
appreciation of the socto-economic and philosophical aspects of Iraq's general
problems,

Farming methods in most developing countries including Iraq, are primitive, and
technologically backward. These problems are exacerbated by the large-scale
fragmentation of land into a vast number of small farms. The scarcity of information
concerning modern technology and market conditions, prevents farmers from
adopting modern methods which would transform agriculture into a modern industry.
Overall these economic factors, added to a number of soctal factors, combine to create
low Productivity, low mcomes; poor motivation, and the encouragement of rural-urban
migration, k

Low and fluctuating incomes often characterise the agricultural industry in
developing countries including Iraq. Such low income is a reflection of the
disequlibrium in the agricultural industry caused by the structure of the tndustry, and

its biological Nature. Moreover in general, agriculture as opposed to manufacturing
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industry has a number of peculiar characteristics which creates a particular problem
for those responsible for planning economic policy.

The pricing mechanism has its effect on farmers. Government, through
intervention by its officlal departments to control prices on the one hand, and the
unofficial prices set by wholesalers in the market on the other, represent two
contrasting sources affecting prices, so that farmers are normally subject to price
uncertainties. When there 1s'greater certainty, more risks can be avoided, and farmers
© can produce pre-determined crops for known consumers in a given market. Such issued
need further investigation which we shall undertake in Chapter g. -

The problems of credit and technological knbw-how. are inter-related. The lack of
access to credit prevents farmers from enjoying benefits of other agricultural inputs.
Neglect of the necessary technology prevents the achievement of the country's need for
self-sufficiency in agriculture. The solution to the nation's problem lies in the
successful channelling of its resources in order to achieve the best results.

Special steps must be taken to accelerate the pace of agricultural development. The
most tmportant of these are: the provision of greater flnancial incentives to farmers
through a price support system; the abolishing of the use of primitive agricultural input
and replacing them with modern inputs such as high yield varieties; provision of an
efficient irrigation system; the extension of credit facilitles, and the removal of
reglonal cropping imbalance through rural-urbén integration.

Generally speaking, the uncertainty about the future, small and scattered farms,
higher rates of interest, combined with the scarcity of credit differences between urban
and rural areas, the lack of an efficient marketing system, all explain why farmers
migrate to industrial areas for work, leaving their homes to live in urban areas with
different traditions.

Transformlng agriculture from its prirnitlve state to a modernised industry

Tequires the efforts of individual entrepreneurs, sufficient capital and efficient
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manpower. The social status of farmers will improve when appropriate educational
measures are introduced , 'tncluded. and the public's optnion of farmers, which has
reached a low ebb, changes. Motivation will occur when improved status has been
achieved. Economic uncertalnty lack of knowledge and ingrained soctal attitudes
represent the most serious obstacles preventing agricultural technical mnovatlon.

Many factors have contributed to the neglect of agricultural marketing The most °
tmportant factor is the biological and climatic basis on which agriculture rests whlch
together with certain uncontrollable factors, has made it difficult to forecast
agricultural yield accurately Total agricultural output ts generally unknown or
uncertain, N |

Integration of rural and urban area programmes is a concept whtch requires more
cmphasts What Is needed to achlevc success in agriculture is the application of modern
methods, appropriate technology. improved storage facilities, easy and supervised
credit facilities, the provision of amemties for rural areas, better quallty seeds. etc.

Such a bold plan would help to remove the unbalance between the two areas.
increasing the socio- -economic potentlal of the rural economy, I educing migration,
distributing scarce resources fairly between rural and urban areas. and lastly,
providing remote areas with appropriate modern facilities. In most developing
countries, indeed, agricultural marketing or stabilisation became political
Instruments set up to achieve political goals that in general will favour one soctal
economic group or set of national objective over another.

Some of these Prerequisites offered by the Iraqi government will l)e discussed in the
relevant chapters where it is necessary. In general, the application of the marketing
concept to agriculture and horticulture in the fleld of production in a modern economy
1s based on recognition of the fact that consumers' wants and needs must be given high
priority. In this context, production embraces all those activities that contribute

towards Maximising consumer satisfaction, starting from the farm and ending in the
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factory. Acceptance of this concept 1s absolutely necesa.ry in developing economies in
order to ensure that in all aspects of production are used more effectively so that their
service to the public and their ability to satisfy wants and needs is at that highest
possible level. This can oﬁy be achieved if the basic utilities in terms of form, time and
place arebmade available. In other words, consumer satisfaction is maximised When
agricultural produce can be obtained in the required form, at the right time and at the
right place to suit the convenience of eonsumers; Sﬁccese in providing these tﬁree basic
utilities 1s achieved when the prodelctive erecess performs three essential functions:
Firstly, the type and form of requ&ed by the ethﬁmcer must be created. Secondly,
there must be sufficient appropriate storage facilities to ensure the flow of seasonal
agricultural produce to the consumer in the market at the aDDTOP“ate time Thirdly,
agricultural produced must be transported from the production areas and distributed to
the ultimate consumers wherever they are located. '

In ChapterrOUR, the literature review demonetrates the concept of marketing
which has a role to Play in the process :of economic development, a fact that was not

recognised by the economic planners so that its applicability to the Iraqi economy was
ignored.

157



1. LEVITT, T*

2. BOYD, HW. and
MASSY, W.F.

3. STANTON, W.J.

4. MOYER, R

5. HIRSCH, L.V,

6. SADDIK, K.

7. BAZZARA, M.S.
8. TERPSTRA, V.

9. LIVINGSTONE, J.M.

10. CARSON, D.

11. BARTELS, R.

12, SLATER, C. and others

13. STRONG, W.A. and
LI’I’I‘LEFIELD JE.

14, WESTFALL
BOYD, W R. and

15, BROMLEY. RJ.

BIBLIOGRAPHY

"Marketing Myopia". Harvard Business Review, July-
August 1960, p. 56. ‘

"Marketing Management:. Harcourt Brace
Jovanich, Inc. U.SA,, 1972, p. 3.

"Fundamentals of Marketing". McGraw-HIill Series in
Marketing, 7th ed., 1981, p. 11.

"Marketing in Economic Development". Occasional
Paper in International Business, No. 1. Graduate
School of Business Administration, Michigan STate
University, 1965, p. 1.

"Marketing in Underdeveloped Economy' The North
Indian Sugar Industry. Prentice Hall, New Jersey,
1961, p. 19.

"Analysis of the Status of Marketing in Egypt".
European Journal of Marketing, 1973, p. 77.

"The Modern Marketing Concept". University of
Assuit Press, Egypt, 1975, p. 29. : '

"International Marketing". The Dryden Press,
Illinois, 3rd ed., 1983, Ch. 1 ‘

"International Marketing Management”. Macmillan,
England, 1986.

"International Marketing Management". A

Comparative Studies Approach, John Wiley, N.Y.,
1967

"Comparative Marketing" Wholesaling in Fifteen
Countries". Richard D. Irwin, Illinots, 1963.

"Market Process in the Recife Area of North East
Brazil". Research Report No. 2, Latin American
Studles Centre, Michigan State University, June 1969,

"Modern Marketing: Problems of
Transferral to Developing Countries”, Mississippi
Valley Review of Business and Economics, Winter

1970, p. 41-50. Reported in Journal of Marketing,
January, 1971, p. 95.

"Marketing in India". Journal of
Marketing October 1960, p. 11-17.

"International Marketing and Alternative Rerorm
Strategies in Ecuador". European Journal of
Marketing, Winter 1974, p. 245-264. Reported in
Journal of Marketing, July 1975, p. 106.



16. SHERBINI, A.A.

17. MINISTRY OF HIGHER
EDUCATION

18. KOTLER, P,

19. MOYER, R,
20. THOMAS, V.G.

21. AL SHERBINI, AA.,

22.1QBAL, B.A. and
TALHA, M.

23. IBID.

24ABch and
MAKEHAM J.P.

25. CIORDON W. and others
26. KOTLER, P.

R
28. BAKER, J.W,
29. LEVITT, T.

30. HILL, BRIAN E,
31. BAKER, M.J.
32. BAKER, M.J.

33. GHATAK, S, an
INGERSENT K.

34. ABOTT, J.C.

"Marketing in the Industrialisation of
Underdeveloped Countries”. Journal of Marketing,
January 1965, p. 22-32.

Report published in 1984, in Arablc.
Baghdad, Iraq.

"Marketing Management Analysis: Planning and
Control". Prentice Hall International, Inc., London,
1984, p. 110-118.

Opucit. p. 3.

"Beating Food Shortages". Intermational Marketing
Review, Vol. 3, No. 1, Spring 1986, pp. 1-3.

"Alleviating Rural Poverty in Sub-Saharan Africa".
Food Policy, February 1986, p. 7-11,

"Food Policyi Sustaining Growth in Indian
Agriculture”, Vol. 11, No. 2, 1986, p. 96.

p. 97.

"Agricultural Economics and Marketing in
the Tropics". Longman, London, 1979, p. 35.

"Introducing Marketing"., Pan Books London, 1984, p 1,

"Marketing Managment" 5th Ed. Prentice Hall, N.Y.,
1984.

"Marketing of Agricultural Products".
Macmillan, London, 1986.

"Agriculfural Marketing". Oxford University Press,
U.K. 1983, pp. 9-10.

“The Marketing Imagination”. Free Press, London,
1983. -

"Britain's Agricultural Industry”. Heinemann Ltd.,
London, 1975, p. 71.

"Marketing:  An Introductory Text". Macmillan,
London, 1985, p. 399.

Opcit., p. 16.

"Agricultural and Economic Development”,
Wheatsheaf Book Ltd., UK., 1984, p. 22.

"Marketing and Area Development Studies”. In
"Towards Scientific Marketing", edited by Greyson,
S.A., American Marketing Association, Chicago, 1963.
Reported in International Marketing, edited by

Goldstucker, J.L., American Marketing Association,
1972, P. 59.

159



35. GHATAK, S. and
INGERSENT, K.

36. MORRIS, J.

37. McCARTHY, E.J.
38. FUTRELL, C.M.
39. OLIVER, G.

40. KIRK?ATRICK. D.
41. WALLEY, B H.

42. PICHARD, D H.

43. ALLEN, E.

44. UNITED NATIONAL FOOD
AND AGRICULTURE
ORGANISATION

45. BARDHAN, P.K.

Opcit., p. 11.

"Agrarian Structure: Implication for Development”. A

Kano Case Study, Oxford Agrarian Studies X, 1981, pp.
50-60.

"Essential of Marketing". Richard D. Irwin, Inc.,
Homewood, Illinois, 1982, p. 307.

"Fundamentals of Selling”". Richard D. Irwin, Inc.,
Homewood, Illinois, 1984, p. 35.

 "Marketing Today", 2nd Ed., Prentice Hall

International Ltd., U.K., 1986, p. 60.

"How to Manage Change Effectively”. Jossey-Bass
Publisher, California. 1985, p. 50.

"Production Management Handbook". 2nd Ed., Gower
Publishing Co. Ltd., UK., 1986, p. 323.

"Limits to Growth in Cooperative Marketing". Farm
Management, Vol. 5., No. 12, Winter 1985, p. 512.

"Economics: Political and Agricultural Surpluses”.

Journal of Agricultural Economics, Vol. XV, No. 3,
June 1963.

The Fourth FAO World Food Survey,
Rome, U.N. FAO, 1979,

"Inter-Locking Factor: Markets and Agrarian

Development”. A Review of Issue, Oxford Economist,
1980, Paper 32.

16V



- CHAPTER FOUR
MARKETING CONCEPT AND ECONOMIC GROWTH



Introduction

4.1
4.2

4.3

4.4
4.5

4.6

Conclusion

Chapter FOUR
Marketing Concept And Economic Growth

Widening of The Marketing concept.

The Key Role of Marketing In.Economic Development.
4.2.1 M.arkeung Data And Consumer Information.
4.2.2 Improving Distribution Efficiency.

4.2.3 Marketing Progress.

4.2.4 Improving The Standard of Living.

4.2.5 Problem of Scarcity.

4.2.6 Additional Demand.

42,7 Management Growth,

Developing Countries Characteristics
4.3.1 Fast Changing.

4.3.2 Highly Military Expenditure.
4.3.3 Badly Administered.

4.3.4 Segmented.

4.3,5 Monopolistic.

4.3.6. Poor Infrastructure,

4.3:7 State Dominated.

4.3.8 Inadequate Documentation.

4.3.9 Vulnerability of Export.

Reasons for The Neglect of Marketing in Economic Development.

The Role of Marketmg In Agricultural Development. ‘
New Outlook.

16!



. CHAPTER FOUR.
MARKETING CONCEPT AND ECONOMIC GROWTH

Introduction:

The general belief at official level in most developing countries is that marketing has no
role to play in their economy. As v&e have stressed in the fourth section of this chepter.
scarcity of resources is one of the many charactreristics of developing countries, thus
the problem of shortages of goods and servicer is given priority at official level. leading
to emphasis on productien rather then ori'any other economic actMty Accordingly tﬁe
marketing function has been neglected and this strenghens the opinion of the central
economic Dlanners that lntermediarles are ineffective and therefore their high profit
share caused by the inefficiencies of the marketing system. Too little attention is pald
in the marketing system to the relaﬂonship between risks and higher margins. Thus, as
we shall see in chapterg , the government in Iraq through the control it exercises and its
pricing policy has left ‘only a small margin of profit for the middlemen and,
wholesalers, and the differences between the wholesale and retail prices provides
evidence to Support this statement. Within such an economic enviroment, mafketlng to
these nations means deciding how to match the nation's needs with the capabilities of
the existing organisations in both the private and public sectors by using managerial

skills. To them marketing is simply a concept, not a tool for focusing on and

stimulating wants and needs. !

Thomas, Donald and Bowersux, cited three typee of justification for the existrence of
Intermediaries. In the first place, they reduce costs and increase efficiency by
ellrmnating various steps in business transactions, secondly, economies are achieved
by intermediaries maintaining a product inventory. Thirdly, they are able to interpret
the consumer neegs which facilitates their purchasing transactions, a process which is

c
alled the Principle of proximity.2 Thus intermediaries are necessary because of the

b .
enefit they confer, and the services they offer to consumers. But dispite the importance
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of marketing, and as we shall see later in this chapter it serves a catalyst that brings
improvements in many areas, it is still a neglacted function. In fact, it is completely
misunderstood even by economists in the developing countries who do not realise that
marketing s a self-adjusting mechanism capable of responding to change in the soclo-
economic system of a particular country.3

Until recently, in most developing countries, marketing has been a neglected area in_
the economic development process, but various theoretical and empirial studies now
emphasise the tmportance of this approach. Appucation" of the new concept of
marketing is unnkely to be found in developing countries, wheras this concept is

:0)

widely recognised in the developed countries, where it has become the key factor in
industrial expanston, and economic development. 4

Yet effective marketing can lead to the maximum utilisation of available resources,
thereby providing the highest level of consumer satisfaction. Thus marketing has a
multiplier effect on the development of agriculture and industry. It has a tremendous
role to play in agricultural development, the training of manpower, rural development,

and increased farm productivity as well as promoting industrial and business growth.

This chapter will examine the role of marketing with reference to economic growth

under the folloWing subhea‘dings:
1 Widenmg the markettng concept.
2 The key role of rnarketlng in economic development
3 The characteristics of developing countries.
4 The status of marketing in developing countries.

S The role of agriculture in economic development

6 New out look.
4.1. Wldenlng of the Marketlng Concept

In <3hapter one we concluded that the concept of marketlng. and the importance of the

markcting funcuon and the appucatlon of its philosophy in business management have
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grown significantly in the west during the past two decades. Such a development may be
attributed to many factors, such as the growing size and complexities of modem
business, keen competition for consumers, changes in the international and national
enviroments, changes in world markets etc . It is widely acepted however that the
functional role of marketing as such is well known, and is a well-established old
activity. In this connection Professor Baker has stated that marketing defined as a
Process of exchange relationships, is as old as exchange relationships themselves. More
specifically, after the separation of the functions of producers and consumers as a result
of task specialisation, divisions of labour, and the application of technology in
production, it became more important and even vital for a firm to realise what the
consumer wants and that is the core of the marketing concept. Thus , marketing existed,
as a function, long before any philosophy was formally stated. Markets existed from

earliest times whenever goods and services were exchanged, whereas the marketing

concept, as we know it began to emerge about 1950.5

The new approach enlarged the view of marketing, broadening the market concept
and furthering its development. This development was succinctly expressed by Kotler
who stated that customer orientation, backed by intergrated marketing aimed at
generating customer satisfaction and long-term consumer welfare, was the key to
achleving organtsational goals.6 -

The most vital resources in any soclal system and allocate other resources in the
most effective way to promoie economic development, The marketing sector s the
major source for managers who can contribute greatly to economic development,
Marketing holds the key to such development particularly through its ability rapidly
to develop highly competent managers, and to contribute what is the greafe; t need in an
underdeveloped country, namely a displine based on generalised theoretical concepts,
Which can therefore be both taught and learned. Drucker outlines three main functions

for marketing to undertake. These functions are firstly, it guides production
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purposefully towards maximum consumer satisfaction . Secondly , it cryastallieses and
directs the demand for maximum productive effectiveness and efficlency and lastly,
marketing helps to develop standards of efficlencly and quality by rewarding those who

contributed to that end. The best example of this is the tmpact of Sears and Roebuck on
the latin American Countries.”

In addition, when developing countries' resources are scarce attention is then
focused initially on production , and not on how to provide consumer's satisfaction
through meeting their needs and wants. With such fll-founded beliefs and attitudes
towards marketing, the full benefit of industrialisation cannot be achieved, since the
marketing concept will be ignored . Marketing itself can ease the inflow of the products
of the Industrialisation process and, ensure that they reach the final consumers at the
right time, and the right place. Thus industrialisation and marketing are
complementary to each another and have a Jjoint role to play in the economy. Moreover
the attention that ig paid to industrial marketing could be ascribed to its tangible
relevance to the process of development not as evidence that the importance of the
marketing function is recognised in particular or recognition of the marketing system
in general. |

The above discussion demonstrates that it is now accepted that marketing is one of
the key factors for creating changes in the social and economic conditions in a country.
Its usefulness applies to agricultural development and farm productivity, rural

development, education and manpower training, tourism and exploiting , the promotion

of tndustrial and enterpreneurial growth.8
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4.2 The Key Role of Marketing In Economic 'Development;

4.2.1 Marketing Data And Consumer Information .

The Inflow of adequate information between consumer and producer through the
marketing system will reduce the consequences of uncertainties resulting from the lack
of such information . Production according to consumer needs and wants is the basis of
the marketing concept. Through the application of the marketing function, co-
ordination between production and consumption will be achieved as production will be
organised according to consumers needs, within an organisational framework.® This is

very important for developing countries when resources are scarce.

With reference to agriculture, farmers must know before seed is bought what their
market will be, Quality arid continuity of supply are critical , therefore marketing is
best carried out on a collective basis . Growers must accept rigid agronomic standards,
and less direct personal control over their own procedure in return for the political
and bargaining strength needed to gain a secure market. Information which farmers
can rely on can be obtained particularly through marketing research, which is
important for both agriculture and induStry in developing nations, to permit optimum
utilisation of abailable resource§ to increase the income from farms and businesses,
and to facilitate the provision of improved services in the market.

Mass production which alms at mass markets where individual consumers are
unknown to the producer, is one of the causes of the increasingly popular topics in
market research. 10 In farming the scope of marketing research exists to the same extent
as it does in Industry, At the individual farm level, it is essential for farmers to under
take collectively a certatn amount of their won market researach to ensure a continuous
Supply of Information concerning potential market opportunities. This is particularly
important when farmers contemplate planning changes in their farming system as

there is 3 wide range of planning techniques which can be used to achieve these ends.
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4.2.2 Improving Dlstrﬁ:ution Efficlency

There is no hard and fast rule about how a producer chooses to market his product.
In the remote areas in most of the developing countries, producers can only dispose of
thetr products at half price. By so doing buyers obtain cheaper prices through buying
directly from the producer and cutting out middlemen costs. Producers who live near the
urban areas are able to sell their produce at a higher price, than those in remote areas,
but most farmers in developing countries are at some distance fofm uraban centres.
Thus, an adequate marketing system can Increase total economic output for all
producers by means of efficient distribution, also reduces the amount of produce lost or
spoiled.

It is recognised that marketing can actually increase the producitivity of the total
¢conoemic system through the creation of time, place and , storage utilities, 11

Marketing can increase people's well-being by creating economies of scale. This may
also 5e achieved by reducing the total cost of products reaching the consumer so that
they can afford them, especially the poor. This can be assisted by efficient physical
distribution, by using resources in the most economical way, by introducing the most
appropriate modern technology within the limit of avaialble resources, and by reducing
the rate of westage and spoilage of the produce which is particularly important in the
case of agricultural products. Such steps will not only benefit consumers, but by
reducing unnecessary cost, they will improve profitability of all parts. Also the
effictenfey of physical distribution may be achieved by improvement in marketing
infrastructure such as cold storage, transportation building, feeder roads for rural

areas, providing warehouses, and reducing the cost of transactions between the

Consumer and the producer in the marketing system12

4.2.3 Making Progess

A society's prosperity 1s the basic aim to be achieved through each development process.

Pl‘ospenty may be achieved by maximum utilisation of available resources to provide
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output compatable with society's needs and wants.!3 In other words, marketing
function should be maximised within the limits of the 'scarce resources which are
‘avaﬁable '14. to ensure the satisfaction of the basic néeds. and unprovihg the standard
of living of the society. On thé other hand, Petrof argucé that appropriate allocation of
resources is of critical importance. Resources are ‘scarc‘e and waste cannot be
tolerated.15 This is true for most developing countries whether rich or poor. The moral
for business success in the long-run is that consumer needs must be understood and
satisfled, and in the input of resources must be maximised. This can be achieved by
channelling scarce resources efficiently through careful programming of production,
and_movxng goods from the producer to the consumer at the right time, in the right

Place, at the right price. Farmer's welfare would improve accordingly.

Th¢ marketing concept to sor;u: exfent assumes that market needs will be met 1n such
a way as to safisfy soclety requirements. When th'e rnarketlng concept Is properly
lmplemen{ed. marketing will have a positive effect on thé process 61‘ economic g"’“’“,"w
An appropraite level of ‘revenue will be genératéd ahd technologlcai econornies may
be achieved through unpro§ément of the marketing system employed By organsiations

involved In the process of production which will lead to expansion of their existing

markets and to an increase in mass production output.

4.2.4 Improving The Stahdard of Living

Professor McCafthy states that effective marketln‘g institutions are ncéessary and
sufficient conditions for econbmic growth, that is he explicitly regards marketing as the
major means of achieving cc;ahomic ‘development.” This objective and others
mentioned above, may be achieved to’syéme extent through the eStablishement of

°r8amsatlons responsible for the provision of shopping centres, and residential areas.
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Improvement of the marketing system may t;ring subsistence producers into the
sphere of an exchange economy. Tnis will contribute to the expansion of the economy
and to the achievement of economies of scale. Within such an active environment,
accompained by the mtroduction of new products or lmprovements in existing products
which are designed to meet by consumer requlrements. marketing can increase
elastiuties of supply and demand 18 This wﬂl enhance people's general well-being which

will be conductive to the economic development of these developing nations.

4.2.5 Problem of Scarcity

effective performance of marketing depends in some measure on the prevalltngv
enviroment in the economy concerned. in most developing countries for example, the
govcrmnent's poltcy of imposing high tariffs on imports to protect local industries, and
the scarcity of resources change the nature of the marketing functton. Both of these
factors help to create a sellers' market. Obviously, marketing in a seller's market is
different from marketing in a buyer's market. In the latter, supply exceeds demand for
goods and services, or there is a choice of buying imported goods which may compete
with the local products. Therefore, marketing efficiency contributes greatly to
mlnimislng the problems caused by shortages, and the marketing function is clearly
helpful for such items by using a strategy of productive marketing and successful
manipulation of the marketing mix elements. !9 Thus marketing is even more
Important in a situation characterised by shortages of services and goods. At such
times, developing countries need market research as an essential input to the planning
of future development They need greatly improved distribution methods to ensure that
the limited goods avatlable are delivered for consumption in the most efficient manner
Possible and, they need greater control ‘over distribution to eliminate distortion of the

Price mechanism through the operation of a black market. Accordingly, they have
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proportionately much less need for promotional and selling activities than is the case in

advanced economies where supply and demand are closer to equilibrium.29

The heavy burden of administrative control and the restraints imposed by having to
conform to economic policies will impede effective marketing activies. Thus the core of
marketing performance consist of reducing wastage of inputs by channelling them tn

the right direction and reducing output wastage, while the product is being distributed to
consumers. 21

4.2.6 ' Additional Demand.

Professor Livingstone divided markets into four categories, each of which has its own
special characteristics. Each market represents' particular opportunities for producers.
The worst prospects in the world for producers are in the underdeveloped countries
markets. Low incomes, and consequently low standards of living, have created a
situation in which there is less potential demand for their products. This applies to both
industrial and consumer products.

Such soclo-economic elements have adverse effects on marketing . People with a
high income win have increase discretionary spending power. When such people are
offered products that cater for their needs and wants, their demand for these products is
likely to increase. In turn, production will rise, more opportunities for increasing
income will emerge and, ﬂnaily every aspect of business will benefit. The function of
marketing 1s to discover the potential buyer, discovering wants and satisfying them,22
Drucker and Other writers have asserted that Sears and Roebuck by using modern
methods of marketing, have had an important impact on economic growth. Such
methods had a simultaneous effect on the distribution process, progress in industry,
because of Increased demand, the creation of employment opportunities, farmer's

Prosperity and life expectancy and generally widened the circle of prosperity. In this
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situation consumers have a wide range of produce to choose from and as a result of
innovation generated through new ideas, businessmen may have more faith in the
future and be prepared to tnvest more. People themselves will develop capabilities and
money-earing skills = to meet their day-to-day needs and increase their purchasing
power. 23 Such activity will generate a cycle of progress, and consequently constitute a
source of employment. The take-off stage will have an effect on all sectors of the
economy including the marketing sector.24

Such expected progress should continue over the long -term and not simply last for a
short period of time, this 1s curctal for any real economic development. In developing
nations, it has been argued that aggregate consumption must be restrained in the
Interest of greater capital accumulation to ensure better output organisation. Udelle and
Glade asserted ’that not all possible demands registered in the market place should
necessarily f:e ratified by corresponding shifts in the pattern of production. It is true to

state that in many of these developing countries, social constraints help to determine

what production should cater for. For example, catering for an unnecessary antisocial

type of consumption is hardly justifiable.25

4.2,7 Management Growth

Adequate and appropriate management is very important. Lack of it can be considered
one of the major causes of low productivity and other problems. Most of the economic
studles have stateq that management has an essential role to play in the countries
studied, giving various reasons for the acute shortage of competent managers. As with
machines, management techniques have been developed in the advanced countries to
Sult their characteristic features . for example the introduction of labour-saving
technology and technical innovations, standardisation and mass production, and a

high degree of mechanisation.26 However, the presence of highly skilled and educated

Managers has a positive contribution to make through the recognition of the
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importance of the marketing concept in business and its effective role in achieving
tconomic growth. Some governments are at present taking steps to deal with
management shortages in general. Drucker indicated that marketing is the most
important contributor to development for reasons mentioned above, such as knowledge,
and a good image. 27 Thus, the presence of highly educated managers and supervisors
Irrespective of whether they are locally or foreign trained, could make a positive
contribution to creating new production possibilities and introducing innovations to
match the country's rate of economic growth.

In chapter one the marketing problems in the developing countries including Iraq
were outlined with special reference to theh‘ imporatance of marketing, One might
conclude that the development of marketing would reduce or solve these problems which
are closely related to the question of economic growth. To sum up the present measures
are unrealistic to a great extent and the problems are mostly managerical, economic and
political.

The researcher believes that such problems could be tackled in a seperate study.
using a different approach. However, the examined sector in our study (i.e., agricultural
and food  products), without efficient management and a far-seeing outlook by planners
18 likely to collapse. The researachers experience during eighteen kyears of employment
48 a government offictal in Iraq, is that the marketing system is not based on a thorough
analysis of the salient factors. Hopefully, the present study may shed some light on the
subject of agricultural markéting. and provide data which may flll the existing gap
Caused by the passive attitude to the marketing role in the Iraq's economic development.

In general, the most important contribution, marketing can make to the economic
growth of developing economies, is to induce improvements in the production and
consumption units as well as causing other marketing firms to do their best in the
¢conomy. Marketing is a catalyst in the field of reséarach. which helps to identify

consumer's needs, and to provide resources in the right place in an effective manner,
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When products attract potential consumers, other effects are produced, such as
Increasing employment, increasing people's purchasing power as thelr income
increases, and providing a higher standard of living all of which stimulate economic

growth. Achieving these beneficial results is fmportant for both developing and

developed nations.28

4.3 Developing Countries Characterisitcs

Marketing s the key factor for industrial growth and expansion. However, such a
concept is unlikely to be found in the developing countries, which are unable to achieve
the full benefit, wants and capacities when allocating these scarce resources in their
efforts to organise their economy. Austen argues that these charges are true. He
characterised the developing countries by reference to the following features.29

4.3.1 Fast Changing -- The rate of growth in national income is very rapid , and the

change in balance between urban and rural areas is taking place at a stagaring

rate. This is also true of the growth of cities.

4.3.2 High Military Expenditure: Developing countries usually spend on armaments

twenty times the amount they receive in aid. This statement‘lsba reflection of
national insecurity and the influence of Military Leaders . (Gérdfe Dalton in
Economic Systems and Society - Penguin 1974). |
4.3.3 Baaly Administered: Fast growth, plus major, often frequent polltlcai changes.
combined with a desire for state control and little administrative cxperience;
have almost univerally overstretched the capabilities of administration, Tribal
and family influences cause the leaders and executives to have priorities which
are out of line with good practices or optimum effectiveness.
4.34 Segmented -- In the advanced countries genuine skill is exercised in dividing

consumers into groups according to their attitudes and purchasing power,

whereas in the developing counties there is a straightforward diviston of people
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into rich and poor, town dwellers and peasants. In some of these countries the
divisions is by tribes who speak different languages. o

4.3.5 Monopolistic: In developing countries competition is the exception gnd monopoly
or oligopoly is the rule in the production process. This situation is the result of

import restrictions, small fragmented markets and the associated complex

problems.

4.3.6 Poor Infrastructure: Communication systems, hospitals, and other social

facilities, and the private or public sector networks in the transport field are
poor. All these factors produce a completley different pattern of requirements
and opportunities, |

4.3.7 State Dominated: The public sector plays a vital role in the economy irrespective
of the country's political complexion. This role of the state stems from such
Causes as problems associated with a balance of payments deficit, the lack of ‘
competent commercial management and an appropriate infrastucture, and
political idelogy. The economies of such countries are state-oriented, conducted
through a series of five-year plans. The foreign aid provides to some of these
countries is normally transmitted through various Government channels,

4.3.8 Inadequate Documentation -- In a subsistehce economy with a population which is
largely illiterate, worried about tax implications and with no general traditions |
relating to the reliability of information and the importance of accurate data,
one cannot expect good primary statistics, nor is it easy to gather secondary
statistics, It must bé appreciated that because of cultural differences, it is often
almost impossible to find urban, numerate people who can communicate with
the Predominantly rural peasant population . Despite rural differences in the
developed countries, they do not affect the provision of published consumer data.

4.3.9 Vulnerability of Export : - Innovations rarely exist in the developing countries.

Thus their products are less differentiated or varied. Most of the products
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remain unchanged, involving dependence on a few products, so in the long term

balance of trade appear to be moving against developing countries. In the

meanwhile sophisticated changes in the prdduced goods to a tune the line of
market valuations.

From the above discussion, it appears that the application of appropriate

management procedures can most effectively integrate and utilise whatever assets and

productive capacity are available by ensuring the most productive relationship between

inputs and outputs over time (ie marketing is the most important multiplier of such
development).

4.4. Reasons For The Neglect of Marketing In Economic Development
In the developing nations as was pointed out earlier, marketing's role in achieving
cconemic growth has been neglected whereas in the developcd countries its role isa very
important one, meriting special consideration. This situation which has been referred
to frequently in various textbooks has an adverse effect on the development of

marketing in developing countires. | '

Since marketing can make a huge contribution to the growth and - development of
the ¢conomy, and the effective use of capital resources, there is no execuse for any delay
In considering the marketing role in the economic growth process in the developing
countries.

The first issue which arises when examing = the role of marketing in economic
development is whether marketing is an dependent or independent variable in a study
of economic development, or if marketing development is the cause or the effect of
eéconomic development. But the aim of this discussion is to examine marketing to
establish whether it has a positive or a negative effect on economic development. In

both cases s it merits in examination of an economic sector the conclusion that little

value may be gained from a policy which influences one sector only, caused by giving
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second attention and interest to the other sectors. Professor Rostow states that down to
the present day it is difficult to get development economists and policy makers to accord
to problems of efficiency in distribution the attention they give automatically to
problems of production, investment and finance.

Developing countries are characterised in general by their production and exporting
of agriculatural raw materials, and importing manufactured and industrial products.
Such economies are characterised as agricultural rather than industrial.3! Thus, in
economic terms, industrialisation is the process of changing from an agricultrual to an
industrial economy so that the nature of the eco‘nomy changes from the primitive to the
more complicated ;and from rural to urban in the manner required to meet the nation's
needs and wants, This implies adopting the appropraite technology needed and
recruting the skilled labour required to use that technology in the production process.
The marketing function in the system is concerned with channeling these products from
production units to consumption areas

Despite the actual importance of marketing in the industrialisation and economic
development process, a negative attitude is displayed by economic planners towards
marketing in the developing nations, because they lack the necessary understanding
and knowledge of the extent to which the marketing function is required at different
stages in the process of development.

We stressed in the third chapter that marketring is regarded as complementary to
production, Similiarly, within the industrialisation process it is a function which is
higly rcllevant. Government central planners main concern is to find ways of increasing
both agricultural and industrial production. Government planners are consgqucntly
Passive in respect of marketing infrastructure which leads to general stagnation in the

overall marketing system, as we shall see in the following chapters. They also adopt a

Passive attitude towards private sector activities and towards any attmepts ot improve

the Mmarketing system in general.
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Anderson believes that marketing is regarded by some as a passive, self-adjusting
mechanism in the economic system which can safely be ignored in a nation's somewhat
frantic efforts to raise the level of well-being of its citizens, while others consider that
the marketing system 1s so complex and so intertwined in the private lives of every
citizen that it is better to left alone. However, when marketing s fully - understood,
changes in the marketing structure should follow.

Agaln = McCarthy suggests that the avallability of marketing institutions is a
necessary and sufficient condition for maximising economic development benefits . He
agrues that a negative effect on economic development plan is related to the lack of such
marketing fnstitutions.32 However, although effective marketing institutions
constitute a necessary condition for economic development, they are by no means
suflicient as we shall see later.

Many factors have probably contrlbufed to the neglect of marketing in these
countries. The intangible nature and the complexity of marketing may constitute one
factor, The economics of maketing is perhaps not an attractive subject for the
€conomists because in many instances marketing is conceptually "messy”,” one cannot
¢asily measure its physical output. Marketing, as mentioned earlier is not regarded as a
Very noble calling, and finally most firms involved are often multi-product firms. In
addition, there is a scarcity of relevant marketing data and information concerning
demang, consumption, and market trends generally. This view is supported by Hancok
and Padolecchia 34

Data is also scarce concerning the ﬁnancial benefits to be gain from marketing.
When there is g free choice for entering the market system as a last resort of employment
in these countries the difficulties of evaluating and assessing the workforce proportion,

and how much absorbed within this system and the resulting net income originating

from marketin g actlvities. Within our survey, the economics of the marketing mix will
be discussed to some extent.
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- Again, the scarcity of skilled and technical managcrs/has‘éontnbuted greaﬂy to
hindring the development of maiketlng . This shdrtage of skilled and traine‘d' managers
is deep rooted in the developirig countries.35 One of the serious problemé is the lack of
trained manpower capable of doing this kind of work. Developing and planmng
manpower takes a considerable time to bear fruit. Evidence derived frmm studyihg
international business, agreements, whether‘ through joint venture, llccn‘smg or
exporting , indicates that no attention is paid to fnarketing. In this context the foreign
firms operating in the developing countries have not clearly devotd serious attention to
the problem of marketing. Moreover, ensuring that adequate attention is paid to this
by local managers takes a long time. |

Hirch emphasises two basic reasons for the neglect of the role of’ marketing in
economie developrnent. One of thesé is related to the difficulty involved in transferring
marketing techniques in the férrn of a specific programmes, such» as can be provided
when new technology is to be introduced and 4the other‘factor which is frequently
mentioned is the lack of Aunderstanding of the marketing function in develping
countries._ He points out that the basis of any attmept ot improve the efficiency of the
marketing function in these developing nations is achieved by understandlng how the
existing marketing system in thése economies opefates so that marketing can assume a ‘
key role in maximising the use of scarce resources in these countries, 36

Some politiclans assert that part of the reasoh for political unrest in most of the
developing nations lies in the wide defferences between rural and urban areas.
Emphasis ig Placed exclusively on the needs of cities and urban areas while the rural
areas grow poorer so that those who suffer, see revolution as the only solution.37 What
Is relevant to this discussion is the lack of awareness concerning the need for
aPPYOpnéte Interaction between rural 'and urban marketing activities. Integration of

these activities 15 required to produce an effective marketing system,
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Another reason could be related to background and attitudes of planners, policy-
makers and executives. The situation in rnost developing countries is that the economic
development plans are drawn up by economists. who typically have a specialised
Interest in industrial organisation transportation development or public resources
utilities, but are not interested in marketing system despite the importance of thls
function. Asa result the national planners are reluctant to include consideration oi' the
marketing function in development plans, and ignore the possibility that improving the
marketing system may lead to increasing people's standard of living.38 The long-held
belief that an effective marketing system will evolve automatically which at the dublous
represent ill-management approach to marketing. Moreover. business schools and
mar. keting Specialists have concentrated on managerial marketing, as lt Is the current
fashion among the academicians to emphasise the managerial approach to
marketing.39

In chapter five we shall see that the lack of a consistent marketingk system in
agriculture leads to the middlemen or the private sector distorting the market by their
unscrupulous activities. Such behaviour by private intermediaries has resulted in direct
government Supervision being introducecl in the field of distribution and in various
forms of price control Likewise farmers lack access to credit facilities, and other vital
services they Tequired to enable them to tmprove productivity. Such a situation is a clear
Indication of the offictals belief that only production activities add value while
marketing services add little, ;

The ineffictent marketing systern in the developing countries provides opportunitics
for Cmployment for the otherwise unemployed When levels of unemployment are
generally high in ‘most oi' these nations, markcting Is accepted as a Job which Is
relatively easy to obtain and at least allows people to escape from the circle of

““Cmployment This was encouraged in these countries where no roles or legislation
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regulating the entry to marketing activities. This s obvious in the retailing system in
these countries.40

A further reason for the neglect of marketing development is derived from one of the
characteristic of the developing countries. We have mentioned that these countries rely
most on irnports for industrial and consumer products. This phenomenon is the core of
intemational marketing. and international business thrives on the volume of its
exports. But this is not favourable in the long run to importing countries. Such imports
increasingly make people in developing countries aware of the products supplied by
exporters and local middlemen. in fact, prefer this situation beCuase imported products
sell at a higher price, thereby providing considerable profits because tmported products
sell at a high price, thereby providing considerable profits with less effort. But such a
situation prevents scale economies from being achieved in the domestic market. Most
developing economies wish to ‘develop their domestic industry in order to create
employment opportunities as well as conserving foreign exchange. Therefore incentives
are offered to persuade foreign firms to establish subsidiaries which would reduce the
need to import finished goods,4! since it would then be possible to produce the product
locally. In other words, the transformation of trade capital into production capital
would meet the existing market potential vvhich is crucial for the development process.

Before closing this section which has some relevance to the next section of this
chapter, it is necessary to mention that the above account of the neglect of marketing in
the dc"CIOPing countries should not make us feel over concerned about marketing In
fact during the last 25 years, many of the writers have begun to reverse the above beliei‘s
through their contribution to the marketing literature concentrating on the economic
Influences, and the positive aspects of marketing in both developing and developed
economies, such as problems, i{ssues and research concerning individual consumer
buyer behaviour, how firms determine products, how firms determine channels of |
distribution ang if the existing channels are efficient, and whether the marketingi
concept Is consistent with consumer interests, etc.42 There is evidence pointing to the
Success of such writing in supporting the crucial role of marketing, encouraging its use

In developed countries, although more time is needed to prove its worth in the
developing nations, '
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Mellor shows how channel structure rationalisation in developing countries could
lead to economic development through income equalisation which could lead to
increased domestic consumption, demand and capacity utilisatiorl.43

i\lso with reference to the marlteting channels, which are too costly in developing
countries. Rosenbloom suggested that when marketing channels are improved in terms
of cost and speed of operation, more goods might flow through them.44 v

Finally Kaynack‘ with reference to agricultural marketing in less developing
countries discussed the role of rnarketing in the process of economic development He
concluded that marketing institutions have a role to play in forecasting technological
change in order to reduce risks as weil as dealing with the traditional problems of
distribution 435 The location ol' marketing institutions presents another problem Most
€conomic activities are concentrated in the urban areas. In most developing countries
this situation is exacerbated by the lack of physical facilities between consumers and
Producers. The lack of storage facilities and cold stores hampers marketing efforts.
Under such conditions marketing costs tend to be high. Thus the government and other
Organisations must create a favourable environment in which marketing instltutions
can operate more effectively on a natlonwide basis The govcrnment through its
leglslation its information system. and its various departments and the necessary
Infrastructure, s more capable of achieving national objectives than the private sector.
GOVCmment investment however s directed towards the provision of physlcal
i‘acilities little attention belng devoted to bringing about changes in the marketing
System, 46 For exampler in Egypt 48% of all wholesale establishments are located in
Cairo In Turkey, 35% of anl wholesalers are concentrated in Istanbul.47

AlthOUgh there is no up-to-date data about wholesale establishments in lraq. the
resear Cher estimates that about 52% are located in Baghdad alone, which accounts f°l‘

70% of the total workforce Such estimates are based on the 1978 Ministry of Planning
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Annual Report, and on the researchers' interviews with officials in the field of
agricultural marketing.

4.3. The Role of Marketing in Agricultural Development
When production is at subsistence level or Just above it, the need for related services is
limited as farm production almost exactly meets esisting demand. Thus farmer's needs
for associated services such as storage, packaging and processing will be
correspondingly limited. As development proceeds and the process of urbanisation
increases, the Proportion of economic resources which should be devoted to marketing
and its infrastructure becomes cructal for the distribution, storage and packaging
Fequirements involved in moving produce to a particular market. With referece to what
Wwe stressed earlier about the need to provide incentives for farmers, when farmers feel
that a fair price for their products is availaﬁle in a particular market, their enthusiasm
for the marketing process will be increased, and naturally, they will then be encouraged
to adopt a commeretal ortentation rather than simply atming at self-suffictency. Thus
marketing and production cannot be separated from each other. In fact they are by
nature, interdependent. This fact should be recognised during the process of economic
growth, when one is anxious for agriculture to participate in such growth. Thus the
marketing process, fair price levels and increased sales will work together in the
process of development and achieving such integration is crucial for most developing
countries tn relation to the success of marketing projects. 48 Therefore, food marketing
Systems in the developing countries including Iraq must be analysed as Interdependent
Mmanagerial and behavioural systems. Such analysis is imbedded in the study of
Interorganisational management.

The food Industry in Iraq depends for its raw materials mostly on the local output of
Agriculture. This contribution Is also vital for the survival of other parts of the

agrlcultural sector which provide other raw materials required by industry, such as the
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Packaging, and paper industries. As we shall see, for example, in the marketing of dates,
date palms are useful for manufacturing packaging material, and for other industrial
uses, and this has an enormous impact on the national economy. Kuznets referred to
this as "product contribution."49

The continuous decline of agricultural output which characterises most developing
countries, including Iraq, has adversely affected their economy in the long run, and
recognition of this trend should be taken into account in the development process.
Attention should be concentrated on the tmportance of the agricultural sector in the
short run in order to promote rapid growth and development, and in the long run to
benefit both ‘agriculture and related sectors and the economy as a whole. Thus it is
necessary to ensure that development in the agricultural sector goes hand in hand with
expansion of the industrial sector. |

The importance of local agricultural produce should not be ignored for the following
reasons. As mentioned earlier the food industry in Iraq, for example, depends
particularly on domestic production for its raw materal sources, and this also affects
other industries, Consequently, the rates of economic growth will be influenced by the
rate of growth in domestic agricultural output. This, in turn, will inevitably lead to an
Increase in the income eamned by farmers and consequently to an increase in thier
Purchasing power in relation to goods such as tools, fertilisers, and even consumer
80ods, such as furniture or other items for their personal use. This 1ncr¢ased
Purchasing power applies to a high percentage of the population of rural areas and it
Creates a new demand for goods outwith basic agricultural needs. Consumption of goods
of all kindg, therefore is increased through the adoption of modern agricultural inputs.
Thus potentia] developments in other production sectors of the economy are derived
from the agriculture markets' contribution to the process of economic development.

Through the application of appropriate new inputs required to modernise

arleulture, local production can make a contribution to improving the country's
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balance of payments in respect of foreign trade. This potential advantage is vital for
both developed and developing countries, especially the poor countries. Such a
contribution can be affected in two ways, either by reducing imports of these products
from abroad, thereby saving foreign currency or by exporting which brings in more
foreign currency. .

Up to 1980, agriculture's contribution to Iraq's GNP, declined within five years from
0.04% to 0.01%, as a result of greater attention being paid in industrial expansion.50
Agriculture can only affect the balance of payment in foreign trade positively when
there are surpluses. A surplus can lead to a series of inter-related events. Farmers
produce not only for basic purposes, but also to provide surpluses that can be marketed.
By doing so, farmers themselves will be net savers since they consume less than they
produce and they are encouraged to invest more in agriculture, which enables them to
use more modern methods and this allows production to increase, which again favours
the balance of Payments. Thus the increased purchasing power of rural people will open
UP potential markets for other consumer products and in the long run the economy will
benefit. This reduces restrictions on the level of development, that can be achieved in
most developing countries, especially the poor ones, and encourages them to import the
industrial goods that are urgently required to accelerate the process of development and
the diversification of industry. On the other hand, to maintain these conditions,
domestic production must conttnue to meet local food requirements so that the
government will be able to supply essential industrial goods, this being the initial step
towards industrialisation 51

Apart from foreign exchange savings and a reduction In imports of a food stuff,
marketing encourages the search for a comparative advantage and can enhance the
image of the country in the foreign market and also provide raw materials at low cost to

the food Industry, which thereby contributes to the required objecttve. In the long run,
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this will encourage an increase in the utilisation of existing resources and of currently
untapped resources.

In most developing countries most farmers are poor, so they attempt to improve
thetr financtal circumstances by moving from the agricultural sector to some other
sector of the economy to enable themselves and their familes to survive. Shortage of
money therefore encourages them to migrate from the rural areas to the urban areas,
and no one s left to take over the agricultural work sector they have abandoned because
such work doesn't Pay. But when the process of development succeeds, agriculture will
be regarded as a source of capital to be invested in other sectors of the economy.
Accordingly, surplus capital may be transferred to other non-agricultural sectors in the
economy. Kuznets refers to this "agriculture's factor contribution,"52

The integration between agriculture and industry and industry may enhance the
country's economic position in relation to foreign trade. Thus, a country may benefit
from its comparative advantages by being able to import the products it urgently
requires, such as consumer or industrial products which can be purchased in return for
his agricultural exports. Although in the real world, attempts to achieve self-
sufficlency and eliminate rellance on foreign products are not wholly practicable,
nevertheless the relevance of this issue to our study is that agriculture has a
contribution to make to the economy, and to the process of industrialisation in the
dc"°‘°pmg Countries, But the importance of the link with industry lies in the fact that
any increase in production and the income generated by one sector will lead to a
similar increase in other sectors. Production linkages are complemented by income
multiplier effects 53

Overall, when Integration between agriculture and industry is achieved, farmers
then produyce above subsistence level, that is they produce for personal consumption
nd for the marketing of surpluses which helps industry, and the country

simultaneously. Tn;s trend in the long run will create a substantial change in farmer's

185



attitudes and traditional practices will change from subsistence level farmmg t°
commercial agriculture. The policy of most developing countries at the present time is
to improve both agriwlfure and industry to provide a i'apid solution to the PTOblem of
their stagnant €conomy. This policy in the long run will increase the potential effect of
both sectors in the economic growth process, and enable some goals to be achieved in
the short run. The contribution of agriculture to the country's development will
increase when its importance is recognised ~

InIraq, as in most developing countries, the local agrlcultural output represents the
maln sources of the requirements of the food industry, and the country as a whole.
Thus, when farmers produce above subsistence level, they are making a eontributlon
towards feeding those employed in ofher sectors, and this represents potential
diversification of the economy. Again, it may be' argued that food»lmperts’ are the QIﬂY
solution in the case of shortages. This is trﬁe. but in such circumstances, more hard
currency must be paid for these'imports. Such imports make a negative contribution to
the development of the eeonomy. in contrast with the effect of imported industrial
Products, which may enhance economic deve‘lopment as they represent one of the
productive factors in the process of industrialisation. In this context, the opportunity
cost of funds for imports s high as it reduces the level of economic development because
ft docs not represent a resource investment, and as industrialisation and urbanisation
continue, more food has to be imported to meet increased demand.54

Itis :elevant to recall here the atms of government intervention and its agricultural
marketing policy. First its wishes to pureue a cheap food policy in which production
meets the growing consumers which ts also regarded as essentfal for the agricultural
Industry, A second alm is to achieve stabllity of prices, since farmers cannot utilise
their existing sources effectively tn an unstable price environment. Therefore stability
Is regarded as essential for the agricultural industry. A third aim is equality,

SUpporting as far as possible the level of income enjoyed by all farmers, an important
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aspect of which including distributing of non-farm inputs to them, and lastly,
efliciency, which is regarded as a highly desirable objective. Through the process of
ecoriomic gro“rth it is not easy for individual farmers to keep abreast of developments
without assistance being provided by the government or the appropriate offictals, in
order to promote an efficient marketiné system. The overall objective is to achieve a
state of economic security.55

Inlraq, as we shall see in the next chapter, the intervention of the government takes
the form of exeréising control over the marketing and trading of agricultural produce
by means of farming cooperatives, or appropriate government deparments. Although
the success or the failure of this policy is not a subject to be discussed in detail at this
point as we shall deai with it later in another chapter, a point that must be stressed here
Is that the objectives of government intervention are price stabilisation and control for
the benefit of the farmers and consumers, and maximisation of the economic growth
rate. It should be pointed out that price stabilisation in economic terms will occur
through a system in which supply’is organised to meet existing demand. But the full

¢conomic efficiency of a marketing system demands technical as well as pricing
efliclency,56

4.6, New Outlook

In the literature of economic development, the shift from the view of industrial
expansion as a key to c:con‘omic growth to the need for integration beﬁween the
agricultural and Industrial sectors is obvious. This economic approach has been
developed during the last three decades, and has been applied by some developing
hations. The emphasts is on the balance between agriculture and industry in order to
achieve a corresponding balance between rural and urban areas, a need which is widely
understood by ecohomlsts in developing countries. The Puerto Rican economy, for

Instance, 15 based on a comblhation of agﬂcultural reform and increasing productivity,
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Industrialisation being regarded as the means of achieving for economic
development.57

A closer relationship between rural and urban areas will reduce and help to bridge
the gap between these areas leading thereby to favourable social consequences as
information is freely exchanged between both sectors. This is crucial for developing
countries including Iraq, as the raw materials required by the food industry are
supplied largely by local agriculture. With two-way communication, farmers will be in
a better position to produce food for consumers and for the industry, and the industrial
sector production will be organised according to consumers needs and wants, so that
overall the best use will be made of scarce resources. The marketing system in effect
controls the inflow of both the products and information required by agriculturists and
Industrialists, Providing incentives to increase profitability, and above all, to improve
the country's cconomic situation,-

To gain the full benefit of the industrialisation process, production output must
flow to the consumer. Thus attention should be paid to the role of marketing, which is
largely ignored by central planners in the developing countries, although the
importance of Increasing production in both the agricultural and industrial sectors is
well undefstood. By and large undue emphasts ts placed on production in general, and
complementary marketing function is neglected. _

The continued concentration of wholesaling institutions in a few large
metropolitan areas, means that there are potential buyers whose needs are not met.
This situation serlously affects any efforts to improve the standard of living of
consumers in remote rural areas. This might cause many people to move from such
3reas to urban centres, which in turn has serious implications. Other social
constderations have to be taken into account, such as the pressure the educated people
€xert on thetr families to move to the cities where they are employed. When this

happens additional massive burdens are placed on the cities services and, the
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infrastructure. As a result those who were previously producers become consumers and
demand for housing units increases.

In Iraq, this problem has been exacerbated during the last ten years. Those who left
rural areas live in unhealthy houses in or near the cities. Recent developments in the
capital and other cities involving the demolition of old houses have created a serious
problem for the government. This situation created pressure which affected the prices
charged for rented houses, and indirectly affected the original inhabitants of the urban
centres. Generally speaking, efforts to modernise and mobilise, marketing activities to
provide a planned marketing system for both rural and urban areas in the developing
countries, have become vitally tmportant and are inextricably linked with the need for
continuing economic development. Marketing is one factor in the whole development
process, including tmprovement in the economic growth potential. With increasing
market size and increased opportunities for satisfying overall consumer demand, a
vertical disintegration takes Place and channels of distribution lengthen and specialist
firms appear in the marketing system.58

We know from the previous section that the developing countries economies are
Importing industrial and manufactured goods, although western and luxury goods are
not encouraged. These are largely for urban areas, so the gap between rural and urban
areas {s widened. Such practices hinder economic growth, and encourage the migration
from rural to urban areas. This cause of distortion of the soctal structure is relevant to
Our subject In that the improvements to the marketing system may bring a better
balance between rura] and urban growth. This imbalance in itself raises the level of
Migration to city centres which further accentuates the backwardness referred to above.
The first step to be taken by developing countries is to attempt to remove such soctal
distortion, to effect integration of industrial and agricultural activities, and to expand
and create market opportunities, instead of operating in a restricted market, and this

€ncourages an exchange of Products between these two sectors within these nations.

189



As a result of the above discussion, the answer to the question posed tn section two
of this chapter is, whether the marketing structure is the result of economie
development, or is itself a force which initiates change, marketing contributes
substantially to development in many ways. The marketing sector may frequently
Provide an essential element in business education so that both production and
consumption are adapted to cope with the widening possibilities made available by the
development process. |

Kindleberger and Drucker support the view that advanced marketing concepts and
know-how are capable of being used as effective factors in stimulating the economic
growth of the developing nations. To Kindleberger the need for marketing is
inescapable and, although it absorbs resources which could be used elsewhere, it plays a
vital role in increasing living standards and promoting economic development.59 To
Drucker, the most vital sources of any soctal system consists of its people who through
their managertal ability operate the whole system and allocate the rest of the resources

In the most effective way to promote economic development.80

To conclude, it is our view that marketing know-how, and the marketing concept

are capable of being used effectively to stimulate economic growth. With reference to the
possible transferabtlity of this concept this depends on whether marketing is culture-
based or capable of being assimilated by another culture with appropriate modification
to make it compatible with a new environment. It can be argued that the role of
marketing (n economic development must be examined country by country, so that
fiecessary modifications may be proposed. All the socto-economic and cultural factors
aflecting marketing must be taken into account. The institutions used in a country, at a
gWven stage of its development of production, distribution . . . . are more effective when
they fit the economic needs and culture of the country.61 In view of the differences

between foreign ang national markets fatlure to adapt the marketing concept may be

Interpreted as unsoung business practice.
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Covernment, with its available resources should recognise the importance of
marketing as well as other sectors, such as production and finance in its efforts to
promote economic development. Marketing planning should involve estimating selling
prices, obtaining the required marketing data for efficient planning, using the most
appropriate marketing methods and' structure, and identifying the market for
products, 62

The development of a coordinated marketing system evolves with increasing
production. With such coordination, the quantities produced will be disposed of more
eflictently. By using an effective marketing system, more incentives are created for
producers, because their basic production process will be based on information
reflecting consumer needs and wants and market conditions. Thus producers will
endeavour to maximise consumer satisfaction. However, very few understand this
relationship, yet the provision of information to producers is cructal. Economic
progress is likely to be achieved through production based on producer's awareness of
market conditions, and using relevant information to- introduce the type of
speclalisation which will enable scarce resources to be employed in the most productive
manner,

Bartles states that whether achieved by micro or macro marketing management, or
through private or public initiative, economic development through marketmg is
dependent upon someone's knowledge of marketing theory. It is not a question of who
OWns marketing institutions or systems, nor of who does the planning. Public
administrators myst be as knowledgeable about marketing as private enterpreneurs.
Perhaps more effort should be directed to the marketing orientation of officials in

public administration,

and perhaps more macro marketing-policies should be
formulateq in developing countries.63

Governments in developing countries have the ability to achieve their national

objectives through becoming tnvolved in marketing. There are many reasons which
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Support the case for such involvement. Government has the power to impose the
required policy over any local authority or interested parties in a particular country,
though such a policy should be capable of implementation the available resources must
be provided. In the long-run, as officials gain experience, they may come to realise that
thelr first duty 1s to serve the community in an economic and political context, as well
as understanding that the market needs a sound infrastructure such as transportation,
com'mumcation and other facilities which only the government can provide by virtue
of its monopolistic character. Financial, technical a_nd other services can only bc'
provided by the government.

Progress may not be achieved unless government officfals are marketing-oriented.
Such orientation factlitates the adoption of the modern marketing concept and leads to
its implementation. Employing effective marketing techniques would defeat the
arguments of those opposed to government intervention in the planning of a developing
¢conomy. In Iraq, for example, the productivity level achieved by the private sector is
much lower than that which can be achieved through government action. A proper
understanding of the marketing system may be achieved by studying successful
cconomies in developed or developing countries and borrowing any ideas that appear to

be relevant to the cconomy under investigation, to be used as a guideline for achieving a

higher level of economic development.

Conclusions:

In the foregotng discussion, the relationship between economic development and
marketing wag examined. We concluded that marketing has a role to play in the
economic development of the developing nations, and a positive contribution to make
towards raising living standards.

One conclusion 1s that the role of marketing in economic development must be

G(mmned' country by country, and that any kind of proposed marketing reform must be
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based as far as possible, on consideration of all the socio-economic and cultural factors
lnﬂuencing marketing, as economic development is a multi-dimensional process.
Marketing and economic growth are inter-related, although in these nations certain
adverse conditions reduce the potential beneflts to be gained from this relationship.

The contrast between conditions in rural and urban areas in the developing nations
is exemplified by the different life-styles of the people in these areas, in terms of their
Per capita income, their needs and wants, and above all the availability of the products
and services offered to them. Wholesalers and middlemen have reacted to these
differences by improving - their facilities, and the cheap services they provide have
Increased thetr influence in the marketing system, especially in relation to food.

The discussion revealed that marketing can contribute positively in one way or
other to the stimulation of economic growth in developing countries. We concluded that
marketing Is the area most neglected by planners in these countries compared with
other sectors such ag industry which receives more attention in the process of
promoting development, Marketing is regarded as a passive element in the economic
system.

The lack of basic information concerning consumers and market conditions
adversely affects both farmers in the agricultural sector and manufacturers in the
industrial sector so that they are both prevented from producing each other's needs, and
this situation s aggravated by lack of managerial skills, marketing know-how, and the
SPIrit of enterprise in these developing countries. As a consequence, activities relating
to production, market research, and forward development are incapable of achieving
the desireq results. However, despite this unfavourable situation, there has been some
recognition of the value of marketing. Government has an tmportant role in enhancing

the importance of marketing at national level. This will be discussed later in another
chapter, ‘
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This chapter discusses the importance of agriculture in the process of economic
growth. The need for most developing countries including Iraq, to produce farm
surpluses‘ as an initial step towards industrial dlversiﬂc.atlon in the process of
economic development is demonstrated. Even those developlﬁg countries which have
the comparative advantages of being able to export other natural resources such as oil
or chemical products pursue the wrong policy if they ignore the importance of
agriculture during the process of industrialisation particularly in the long run. The
most obvious benefits that can be dertved from producing surpluses are, first, that the
agricultural raw materials thus produced contribute to the development of the local
food industry, second, farmer's purchasing power is increased, which enlarges the
market for produce by other sectors of the economy, and thirdly, the country's balance
of payments position 1s improved through increased exports. There are also other
advantages related to the country's economic enviroment, and the balanced structure of
the economy,

Another conclusion from the discussion in this chapter is that an agricultural
surplus will contribute to the economic development process, and the greater the
surplus achieved the great.er the impact of the agricultural sector on economic growth,
But the question that arises 1s how to generate the required surplus to enhance the
contribution of agriculture in this context? Some answers to this question will be
suggested in various parts of the present study, and will also be presented in the
recommendations pProposed in the final chapter. However, account must also be taken
of certain other economic factors which have a part to play in producing agricultural
Surpluses, such as the abailability of labour, are outwith the scope of our study.

We began the discussion by mentioning that the marketing concept had been
broadened to Include with the development process and refered briefly to the
contribution marketing can make to economic growth in developing countries, and the

Teans by which such a contribution can be eflected. Therafter, a brief outline of some
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characteristic features of these countries was provided, and an assessment of the status
of marketing was given, including a review of its status as pcrcegved ln the relevant
literature. Mgo we Stressed how the farming venvironment and the agricult,ural
structure affect farmer's behaviour. Reasons for the passive attitude to marketing were
outlined. o , ' ‘

In the follo%g chapter we shall examine the institutional frame work relating
agricultural production and in particular, the dWelOPment of the fand system. n Odef
to assess how far it hag lnﬂuénced changés in the planning of production. The effect of

ting to
the mtroductlon of cooperatives in agnculture wﬂl bc dlSCussed When detaﬂs rela g
land Reform are constdered.
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CHAPTER FIVE |

Land Reform and Cooperative Movement in Iraq

Introduction

From the previous chapters we may conclude that in Iraq, as is customary in
developing countries, agriculture is the predominant sector apart from ofl in terms of
Its substantial contribution to the national income, the value of the country's exports
and employment figures. Table (1) shows that the contribution of agriculture to the

national income increased from 1D 70-6 - million, in 1970 to ID115-5million in 1978,

Table 1

Contribution of Agriculture to National Income
(ID Million), From 1970-1978

Share ;:f
Agriculture as
NNI Exclud Contributi Sh?:m ‘:{ggﬂ. g’ /] T:cnll of
The Year R R M it B v il W v " d
1970 . 245.85 124. 64 70.61 28.72 56.65
o 285.84 144.41 83.75 29.29 57.99
1972 291.24 138.88 64.35 22.09 46.33
1973 337.64 194.49 '88.07 . 28.08 45.28
Tors 355.42 251.83 110.32 31.03 43.80
lo7a 378.74 212.64 91.45 24.14 43.00
1976 396.07 214.90 80.73 20.38 37.56
1ort 44972 | 25035 | 9652 21.46 38.55
485.72 287.08 115.51 23.78 40.23
Average 358.47 202.13 89.03 25.21 49.1
Source:  Compiled figures of different years in the 1970's.

Annual Reports, Ministry of Planning

Agnculture occupying such a dopminant position, has an important role to play In
continuing or accelerating the growth rate of the economy. Increased agricultural
Output 13 essential, not only for meeting the rising demand for food and raw materials
for the food processing industry in order to mobilise and expand the economy, but also
for achieving Other objectives such as matntaining price stablity, and helping with the
balance of Payments, as well as establishing an effective home market for the

agriculty
ral products of the country's growing mdustries, particularly since a major

Part
of the p°PU1ation derive their livelthood from agriculture.
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Recognising the importance of agricultural development, successive Iraqi
governments have undertaken a number of serlous steps to promote success in
agriculture, ranging from butlding dams to providing a regular supply of water through
brigation, to establishing cooperatives as a means of improving the marketing system.
The destre to set up marketing cooperatives is generally produced by the feeling that
existing marketing channels do not provide an adequate service or are changing too
much for it. If they are able to operate at a lower cost, then there is a direct gain in
marketing efficiency, If they can provide a better service at the same or even a slightly
higher cost, they once again achieve greater marketing efficiency. But the initial steps
taken by the Iraqi government were (a) the introduction of the Land Reform Law (LRL),
Partly to get rid of the deep-rooted land tenure problem mentioned in (a) chapter one,
and (b) establishing cooperatives.

In most developing countries there are three categories of marketing enterprise,. The
first category 1 the private sector. The second category is the cooperative, founded on
the principle of equal partictpation by its members, and in Iraq, operates according to
the Land Reform Law. The third category is marketing through the Marketing Board. In
this chapter, we shall concentrate on the last two categories (namely, cooperatives and
the Marketing Board), with special emphasis on the cooperative movement in Iraq, due
to its influence on farmers, consumers and the economy.

Our objective tn this chapter is to highlight the advantages and disadvantages of the
(LRL). Detatls of (LRL) evaluation, its implementation and achlevements are outwith the
Scope of this study. This introductory section is intended to explain and highlight the
Problems which sty have to be solved, with particular reference to farming incentives
and to the need to link market potential with the new institutional framework of
reform. Light wil a1s0 be shed on the cooperative movement in Iraq which was set up
Immediately 1n accordance with the law. The problems associated with this movement

Wil be outlineq and possible solutions will be proposed. Accordingly, this chapter will
be divided into two secttons,
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The first considers the need for land reform in Iraq, the types of changes which were
Introduced and the merits and demerits of these changes in the light of recent
Cchnénce. It also cbnsiciers the hypothesis that agricultural growth was slow in the
period lmmedlﬁtely following land reform because the bureaucracy involved found it
difficult to deal 'with the peasant producers. The argument put forward is that if the
Iraqi cooperative movement has failed, then it is as a result of incompetent
management rather than extreme individualism exhibited by farmers. Some ways In
which the system may be improved are also considered.

The second section highlights the role and importance of credit in rural areas. It
analyses the forces affecting the supply of and demand for credit. From the study, it is
made clear that farmers need credit for both production and consumption purposes.
This was mentioneq In chapter one as cc;nstitutlng a problem. Most farmers, having no
access to government sources of credit, are forced to turn to private sources, the cost of
Which 1s higher. This section discusses major questions, such as why farmers need
credit, who the private lenders are, the terms of their loans, the problems involved in

obtatning credit from the state, and the characteristics of the state channel loans to
borrowers,



SECTION ONE
S.1. The Institutional Setting
Having outlined in chapter two, the main problems facing agriculture in Iraq, we
Tow turn to examine the institutional framework of agricultural production, with
Particular emphasis on the land system, its development, its predominant features and

the Prevailing conditions associated with it in order to ascertain the extent of this

influence on changes in planning production.

5.1. The ‘Agricultural System Before the 1958 Revolution

The origins of the land tenure system and land ownershlp in Iraq developed
gradually over a period of more than a thousand years and the system therefore became
very complex. Even before the days of the Ottoman Empire, the land problem attracted
the attention of government offictals who devised various plans for land re-
distribution, Successive governments. however, were slow in implementing the land
System they adopted.

Until the end of the Ottoman Erhpire. the basis of land ownership was the tribal
dirah--a large area of which a tribe exercised a customary right of occupation. The
system evolved into a feudalistic strueture a main charactertstic of which was absentee
landlordism. Extensive tribal holdlngs were appropriated by the Sheikhs. These tribal
lands, which had no legal basts, were regarded as state lands, with the tribal occupants
as tenants-at-wi],

Under this tribal‘ system the Sheikh organised primarily political functions while
functions sych as canal clearance, irrigation, allotting seeds and organislng sowing,
ha”°5t1ng and threshmg were managed by lower tribal authorities. Only a small
Proportion of the dirah was cropped and cultlvation shifted as canals silted. orthe land

8allnated. For the most part, there was no individual ownership, since occupancy of a
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specific plot of lahd for a long perfod was not customary. Livestock grazing was a more
important occupation for the tribesman than crop production.

In 1932, when it was économically and politically favourable to the government,
these lands were officlally transferred to the Sheikhs who became the legal owners. The
Sheikh's representatives, the Sirkals, then became the estate managers while the
tribesmen who were settled there becarr}e sharecroppers, without rights or status but
legally tied to the land. This was intended to be an improvement but, as stated in the
FAO Country Report of 1959, there was probably no single greater cause of abject
poverty than this system which divided agricultural land into large holdings, which
were subdivided into small and ineffictent units. Thus, just as the Ottoman Land Law of
1857 failed to correct the land distribution problem, so the "Land Settlement Law" of
1932 also failed, 1t was, however, the beginning of the land classification (ownership)

System still in use, This recognises four basic categories:

1. Mulk -- Lang which is held in absolute private ownership.

2. Matruka--Land reserved for public purposes (e.g. roads, public gardens).

3. Waguf--Land held in trust for religious or charitable purposes.

4. Min--Land which is state-owned and consists of three sub-categories:
(9 Mirt-tapu--land held 1n permanent tenure from the stae, with the holder able to
sell, mortgage, or bequeath his right to this land.

(1) Mirt-Lazma.-Land stmilar in tenure to Miri-tapu land, except the state may

veto any proposed transfer.

(L) Mint-Stef--Land which belongs absolﬁtely to the state which has sole right of
disposal. (See table 2).
The economic and soctal problems associated with land ownership and land tenure
conditions have therefore always been important in Iraq, large feudal holdings and
8mall operationa] units may not have allowed the most to be extracted from available

Cultivable land, For centuries, landlords imposed harsh sharecropping conditions on
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Table 2

Area Covered by Land Classes in 1938 (All Reglons)

Land Class Kind of Ownership Area (000 Acres) % of Total
Mulk Private © 1159 0.8
Matruka Public Urban 2.288 11.52
Miri-Tapu - Tenant of State 7.711 38.82
Miri-

iri-Lazma Tenant of State (Veto)| 6,541 32.92
Miri-Sirf State Owned 2,894 14.57
Total: ’

al 19,864 100.0

Source:
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the peasant farmers and production generally remained close to subsistence level. Also,
the land tenure system has resulted in an accumulation of large holdings by the state.
Redistribution through legal means has been so complex a procedure that peasants have
been discouraged from trying to acquire this (meri-sief) land from the state. Mobility of
the share tenant was further reduced by laws favourable to the landlord-legislation
prohibited peasants from leaving the land they cultivated while they were indebted to

the landowner. Since most peasants were in debt to middlemen or state banks this tied
them to the land they cultivated.

5.1.2. Agrarian Reform Law, 1938

The term 'Land Reform' is commonly applied to the redistribution of land taken
from original owners to new tenants. This action is usually taken by the authorities in
order to achieve economic political and social improvements on behalf of these tenants
whom are usually farmers. Thus the term ‘Land Reform' is defined as the redistribution
of property or land rights for the benefit of small farmers and agricultural labourers.!

The objectives of the government in most developing countries, including Iraq, were
to implement thig sysfem for social and political purpose, economic purposes
constituting Secondary objectives. The main general objective of the economic planner
Was to Improve the quality of life of those farmers who suffered from poverty, and lack
of human dignity, although farmers are unaware of ihat objective. For Iraql farmers,
owing a piece of land (Mulk) is a matter of the utmost importance as this represents
soctal dignity and high status for peasant farmers. Thus one may regard the practice of
redistributing ag 5 grass-roots inspiréd policy.2 Overall, the general aims of land
reform includeq €conomic goals, represented by a fair distribution of wealth, social

80als representeq by ownership” of land by farmers, thus conferring dignity and

independence, and political goals represented by the reduction of feudal power.
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Following the revolution of July 14, 1958, the LRL was enacted on September 30,
1958 by the Military government which had assumed power. The speed with which this
law was introduced reflects the government's conviction that urgent action was needed
to introduce changes in the existing agricultural conditxons: On the other hand it s
clear that a law Introduced so quickly could not be based on deep study and careful
Preparation, therefore many problems arose with regard to its implementation. The
major purpose of this law was to impose a limit on the size of privately owned
agricultural holdings. |

The limit imposed on ownership of agricultural land by one person Waé fixed at‘
1,000 to 2,000 donums where rainfall is adequate and between 30 and 60 donums where
Irrigation is required. Any holding which exceeds the limit set by law would be subject
to expropriation by the state. The government decreed that the initial period within
which expropriation was to take place was five years, this period being extended in 1963
toten years, According to the law, there had to be a direct relationship between tenants
and landlords, ang employing any kind of intermediary between the two parties was
prohibited. The law therefore introduced important provision relating to security of
tenancy and the apportionment allocated to different types of produce.

The Tesponsibility of both tenants and landlords was defined. The duties of the
tenant were defined as the clearing of pests from land prior to sowing and planting,
Ploughing the soil, harvesting the crop, winnowing it and preparing the surplus for
transporting anq marketing. The duties of the landlord, on the other hand, included
responsibility for providing some production elements and cultivation facilities such
as the land ,trrigation facilities, appropriate machines and so on, also fxe Is responsible
for providing the tenant witn agricultural credit until the end of the season at a fixed
cost, seeds and chemical fertilizer, the cost of which may be shared by all parties. Table

3 shows the allocation of produce according to the LRL. Such sudden changes in the
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Table 3

Ratlo Production Cost According to the Agriculture Reform Land

Apportionment to the

Proportions

([percent) tn land trrigated by:

- . Contribution Cost of: Flow Pump Ralnfall
Land 10 10 - 7
Water (Irrigation) o 10 20 o
Tenant's Labour and Seed 53 43 S3
Ploughing ; 5 5 10
Harvesting 10 10 15
Management 12 12 15
Total: 100 100 100

~ Source: opcit.

agricultural structure which had lasted for hundreds of years created dﬂTlCUitleS and
undesirable results, which even affected the social structure.

However, farmers who wé;'e subject to the conditions mentioned in Chapter Three
would hardly responding rationally and positively to the new ideas. Certain doubts
existed based on uncertainty about the potential success of such reform since the vast
majority of farmers operate small and fragmented holdings in which the bulk of
production is subsistence-oriented and they cannot, in general, be expected to be
sensitive to price changes and economic Incentives. Ignorémce and laziness on the part
of the farmers, moreover, would render ineffective any agricultural policy that s based
on economic lnéentlveé. Thus, failure to increase production during the period
following the announcement of reform measures is not surprising. The first
explanation of this déclirié is 'thev lack of organisation of economic activity previously
amranged by landlords, During this period, there is a decrease in economic activities
related to agriculture which the authorities did not untertake to provide, such as the
€Conomic protection of farmérs. Indeed. there was a negative reaction from farmers
rather than a marked increase in their output of produce. That was the direct result of
the reform measures which reduced land rent and tntroduced other changes. Such a

situation 1s clear evidence of farmers' léck of appreciation of the need for economic °
Changcs_ ' s o . )
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We have learned that the absence of incentives for farmers constitutes one of the
most important problems affecting agriculture in Iraq and this is exacerbated by the
viclous circle of poverty - a condition experienced by so many farmers. These
Interrelated factors act as a deterrent against forward planning and weakens
motivation on the part of farmers to try to enhance their financial position and
achieve greater independence in the long run, thereby reducing both their economic and
political influence.3 The provision of appropriate incentives result in an increase in
the level of production output and produce surpluses for local industry and perhaps
even for export through the effictent utilisation of agricultural resources and greater
control over the use of land. The resulting increase in local agriculture output would
have the effect of stabilising prices in the domestic market, helping those industries
which use farm products as raw materials, and reducing import requirements thereby
saving foreign currency. The researcher would make the following observations
concerning the achievement of land reform objectives.

The prevatling economic conditions affecting the majority of producers in Iraq,
Prior to the land reform, appear to suggest a strong possibility that individual
Producers had a backward-sloping effort curve. Farmers in Iraq, of whom the vast
majority were share-croppers, led a hand-to-mouth existence, which was forced upon
them by the exorbitant rent they had to pay for the use of land and water pumps for
rrigation purposes. This, combined with the small size of holdings and very low
Ylelds. meant that what the producer and his family were eventually left with, after all
their work, was often insuflicient to subsist upon for a whole year,4 with the result that
he had to resort to borrowing. The amount owed rapidly increased due to the very high
rate of interest usually charged. This created a cycle of poverty from which most
farmers suffered. Producers trapped in such a circle were in fact completely dependent
on loans from landlords or even from private sources. If they are continued to be in
debt to the landlord, he would be reluctant to provide additional loans. This would
deter Producers from continuing cultivation in the absence of the facilities or services

Previously provided by the landlord, but now withheld in spite of the LRL.
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lt Is evident that this law was nothing more than a compromise between the interest
of the landlords linked with the countrys bourgeoise who had taken power after the
revolution and the farmers' desire for agrarian reform. Most of the landlords had
acquired their property by illegitimate means because they were able to circumvent the
laws passed by earlier reactionary governments. Adherence to the limits of ownership
accords such ownership the reduired legitimacy but if we consider that prior to the
issuing of the law, rnany landlords used to subdivide their properties into small units
registered under the names of their son or their wife then in most cases observance of
these limitations in this fashion afforded these means of reinforcing the feudalistic
domination of the countryside Moreover. this neglected an important matter
concerning the classification oi‘ land and the types of produce cultivated and the
differences in available outputs To compare one donum of land subject to irrigation
with two donums irrigated by rain is not a fair or scientiﬂc method of comparison

Nevertheless. the Agranan Reform Law of 1958 was based on the same principle as
before, concerning the area of the units distributed among farmers The government
later took note of this weakness but took 1o action to rectify the situation.

In addition to the negative effect of the LRL, other factors contributed to the fatlure
of agricultural Production during the period following the introduction of that law

These factors have already been referred to in Chapter 3 but to eomplete the list of

factors affecting agricultural production attention must be drawn to a number of

important climatie and administrative features In Iraq. production Of crops

throughout the country suffered greatly because of its dependence on sufficient rainfall.
Delays occurred in the redistribution of the land requisitioned by the government
Wwhich also fagled to ensure a regular supply of agriculture necessities such as credit,
Seeds, and irrigation facilities All of these factors were significant causes of the
decline in the areas under culuvauon and the fall in agricultural production, as some of
these factlities are the responsibilities of the State. Some of these factors still 0pe!'at€

at the present time.

These objectives have not been’achievcd at national level although benefits may
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have been obtained in individual cases. The criteria for successful land reform is
increased productivity in the long run, thcrefoxjc short-term results may not be reliable
for a number of reasons. The argument is that land reform in Iraq, for example, ledtoa
brcak-through in the structure of the peasants’ social life and suddcnly freed farmers
from the strict control exercised by their feudal superiors, but the farmers' experiences
Was Inadequate since they had previously relied on their landlords. Thus, more time is
needed before g Judgement can be made concerning whether or nota particular reform
has been successful since a new system requires t;me to achieve its objectives, The
Land Reform Act 1s now thirfy years old, therefore it has been in operation for a
considerable time, However, the original objectives have not been achieved to an
adequate extent by the authorities. Indeed, a decline in farmers' productivity and
reduced agricultural production has been a major characteristic of the land reform
period. This decline experienced tn Iraq continued even after the establishment of the
¢°°Dcrat1ves. Therefore land reform has so far been relatively unsuccessful. 5 In Egypt,
on the other hand, land reform has been successful, output has increased, agricultural
Productivity having reached a high level under the ownership of independent farmers.6
The failure of such reform in Iraq is clear evidence of the danger assoclated with
delaying reform and implementing it without effective planning. However, while
Fecognising the serious decline in productivity, the attempts at reform should not be the

subject only of critictsm. It should be remembered that the reforms introduced did

succeed in bringing to #n end one of the world's worst feudal oligarchies.

Iraqi LR wag based on the péttem introduced in Egypt. but proved to be more
difficult to implement. Egypt is a fairly advanced agricultural country, which for a
considerable Period before LR had a system of Edgationkcontrolled by the government,
an establisheqd framework of agricultural credit, some experience of cooperative
farming, anq an ample supply of offictals with an agrlcultural background Iraq had
none of these advantages, ‘mor did it have the highly skilled cultivators Egypt had or a
comparably large Proportion of land held by small landowners. Thus the problems

that would arise in implementing an itegrated policy would prove to be not purely
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he Iraqi
political, but would have their roots in the general backwardness of t q
agricultural sector.,

Successive regimes since 1963 have continued to pursue the general LR programmes
of the Qastm regime with varied degrees of vigour. During the period up to 1972, the
process was slowed down, but thereafter more grants were paid than in any single year
since 1962. Iraqi landlords very soon found themselves with little or no political
Influence under the new regime. They also found themselves rapidly divested of their
¢xcess holdings, at least in part, because the Ministry responsible, namely the
"Ministry of Agrarian Reform" was under the control of the Communist members of
Qasim's coalition.”

Although the reasons for tl;e slowness of land redistribution as opposed to land
expropriation were mentioned in an official report issued in 1972, referring to factors
such as the political problems in the Northern part of the country which prevented land
distribution, and the political unrest in the country as a whole following the 1958
revolution as reflected by legislation introduced by successive governments,8 other
Feasns have also been mentioned such as the lack of technical knowledge by oflicials
and inadequate Irrigation facilities. © But the most cructal problem from the
researcher's point of view is that all Arab countries at that time looked to Egypt under
Nasser's regime for the fulfilment of the national aspirations of all the Arab nations
and this affecteq ¢very government in the Middle East region, including Iraq, since they
all wanted to copy the Egyptian experiment relating to political and economic reform.
The 1958 revolutionary government followed Egypt's example when the LR was
Introduced withoyt any attention being paid to Iraq's basic requirements. The
government was also influenced to a great extent by Communist ideology. By and large,
reform in Iraq was Egyptian-inspired and Communist-controlled. - Eventually this
contributed to the faflure of LR after 1958, Warriner,® in his comment on the LR

: form
XPeriment in Iraq, stated that "The reasons for the economic fatlure of the re

litical
should not be over-simplified. The trouble lay much deeper, in conflicting po

eyond
alms, technical obstacles and the sheer magnitude of the administrative tasks bey
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the power of an ixiexperienced bureaucracy. How can responsibility be assigned for all
these things? It would be inept to believe that experts could have avoided failure; there
have been plenfy of experts, offering contradictory and often inapplicable advice. To
quote E.H. Carr: 'It is no use regretting the French Revolution', and no use deploring
that when it came to Iraq on Bastille Day in 1958, the inspiration of the law came from
Egypt and the power of its execution from Moscow".

This view was supported by other writers who discussed the Iragl economy. It
appears to be génerally agreed that the cause of fatlure was the government's ideology.
The Iraqt government was weak at this time and its first priority to gain the support of
the poor which In the case of Iraq meant gaining the support of the farmers for the new
regime. Basically, Iraq's policy was based on the ideology of the communist party.
Raupl® for example, stated that "from July 1958 to early 1963, reform was dominated
by Communist political ideology. Expropriation of land was precipitous and some -
times foolish, land was given in the South to new owners who could get no water and
Who had no access to credit. The initial intent had been to develop collectiove farms,
but no fai'ms of this type were developed. After 1961, new landowners received the land
free. Given Occasional free use of machinery from hastily created machine-tractor
statlons, and disbursements of non repayable loans', the new farmers understandably
developed a "welfare attitude” and neglected the business side of thelr enterprises”.

In general, the decline in the level of agricultural production is increasing, so that
radical steps to tmprove the situation must be taken. This decline now constitutes a
Problem that Mmust not be underestimated. If Iraq continues to be a poor country, the
qQuality of life wi be seriously undermined and living conditions will be miserable.
Statistics revea] that the rate of decline has increased by about two-thirds since 1950.
The problem s axacerbated by the fact that the population is still increasing. To meet

the shortages Caused by this decline in production, the authorities began importing.
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Detalls of the volume of imports will be discussed later in Chapter 7. Table 4 shows that
the yield per hectare drastically declined between 1950 and 1985. For example, the
respective decline in the production of wheat and barley during this period was about
half to two thirds.

The statistics for the period between 1950 and 1971 which are shown in Table 5 fully
{lustrate the above situation. After the introduction of LR, the decline in production is
bovious, In fact, the decline in yield per donum eventually contriibuted to the decline in
overall production. The decline started in 1961, that is, after the LRL was enacted,
Whéreas there was g surplus of production between 1950 and 1960. Thereafter, the
decline continued and there was no surplus after 1960, although to some extent public
sector expenditure on agriculture alleviated part of this problem; |

5.2, Land Reform Implementation

5.2.1 Agrarian Reform Law No. 69

Instead, 1n 1961, 1ssued Law No. 69, which called for the classification of land in ten
dilferent ways, depending on the degree of fertility, the type of irrigation, and to some
extent, the type of produce being cultivated. This aimed onl;v( at adcertaining the
approximate value of thesé lands, whilst the previous principle of sequestration and
distrubiton remaineqd unaltered. Moréover. this law gave to the landowner whose
property exceeded the maxirhﬁm, the right to cﬁoose which land he would keep. This, of
course, meant that the law gave him the right to k;:ep the land with the highest yield,
abundant supplies of water, l;roréimity to communication networks, cities, and so on,
leaving the land which lackeq even the most basic services such as roads and water, to
others. Again, certain aspects of the law were rendered ineffective by the bureauicratic

machinery, which allowed priority to be given to the interests of the landlords.
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‘Table

Comparatlve Yield of Some

4

Major Crops, 1950-1983

Percentage
of Cultivated - Yield (Kg./Hectare)
Area in Crop,
Crop 1971 1950 1960 1971 1985
Wheat 46.4 480 513 761 224.3
Rice 2.0 1110 1373 2742 607.0
Barley 17.8 910 777 1082 229.8
Chick Peas 0.3 600 537 647 191.0
Lentils 0.1 ' 587 617 484 176.0
Seasams 0.3 360 553 721 118.0
Cotton 1.6 140 - | 233 248 167.0
Tobacco 0.4 720 900 716 257.0
Source: 1, FAO, United Nattons, FAO Production Book, 1973.
2 Ministry of Planning, Annual Report,” 1985.
; Table 5 -
Annual Production and Net Productldn Surplus
Of Selected Major Crops (in 000 Tons)
Stize of Year '
Crop Production 1950 1960 1971
Wheat Production 545 657 822
Surplus +10.7 -31.4 -116.2
Rice " Production 1242 92 307
v Surplus +2.6 - 57.7 -31.5
Malze Production 21 2 16
Surplus +8.1 0 - 125
Barley Production | . 851 733 432
Surplus +54.3 -03 -57.4
Source:
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5.2.2 Land Reform Law No. 117

The Agrarian Reform Law, No. 1 17, was issued in the first quarter of 1970. It dealt with
the basic issues, the weaknesses of vs;hich had been overlooked by previous laws and
determined the means of taking corrective action. It introduced the principle of land
distribution on the basis of fertility, the method of irrigation and the type of produce
cultivated and abolished the cetling which had been established earlier. It also gave due
recognition to the rainfall-line which allows a dlstinction to be made between land
receiving an average of 400 mm. of rain per annum and land with a lower average
rainfall and specified that the agency titles of landlords. mvestors. land agents and
other influential persons should be transferred from the cpuntrysidc to areas where
they used to hold title deeds, provided that holdings subject to agency titles were located
in the same area, The purpbse of this ruling was io reduce the possibmty of such people
impeding the Unplementation of agrarian reform in their locality.

The new law stressed cooperation between farmers. taking into consideration
existing conditions in the area. It constituted an tmportant step forward in terms of
solving the country's agricultural problems.

Thus, the July 1968 Revolution finally succeeded in achieving the long overdue
changes which should have been effected by the revolution a decade earlier, namely
eliminating feudal ang semi-feudal ownership in the Iraqt rural areas. Thereafter, the
general feature of lang ownership in Iraq became fhat of small and medium-sized
holdings, 11 putting an end onc_:e'and for all to the control of landlords.

Table 6 shows the amount of land yreq‘ulsitionlng and realstnbuuon up to 1985, The
total area of langs redistributed from the beginning of the Agrarian Reform system In
1958, unti 1985 is about 9 million donums. These figures reflect the extent to which the
LRL has been Implemented, and provide the opportunity to evaluate its main
achlevements ang Its shortcomings. By 1969, eleven years after the law was introduced
over 7 million donums had been expropriated, of which 42% was actually redistributed,

a total of just over 3 million donums. The total land area subject to expropriation,
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Table 6

Total Areas of Distributed Land and Number of Beneflciaries

until 19853
Number of Average Area for Total of
Beneficlaries Beneficlary Distributed
Covernorate 00 (000 Donum)
Nineveh 418 7.7 3223
Salah Aldeen 66 4.6 308
Taameem 83 1.7 142
Diala 70 46 323
Baghdad 99 2.8 280
bar 36 23 81

Babylon 165 3.1 517
Kerbala 11 1.1 21
Najaf 39 0.5 20
Qadisia 90 3.3 299
Muthana 29 3.7 106
Thigar 365 2.3 838
Maoit 87 47 406

aysan 263 1.8 474
Basrah 17 * 1.4 23
Roglok 196 2.4 469

roil 213 3.3 700
Sulaymania 372 2.3 855
Total: 2619 35 9085
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according to the official figures, is over 11 million donums. Including the State
Domain, the total amount avatlable for distribution to farmers is over 17 million
donums, These figures show that in practice, the progress achieved in implementing
the law has been very slow. There was a contrast in the speed with which the land was
expropriated, and the low rate of land distribution. Of the total land area expropriated
by 1970, over 98% was achieved within the first six years of the reform policy, and over
36% during the first year alone.l2 However, by the end of the first year, although
2590,365 donums were requisitioned, only 38,402 were distributed. The absence of
qualified management to cope with the heavy responsibility involved in disposing of
such a huge amount of land largely affected the implementation of the LRL.

Moreover, the lack of trained personnel prevented the appropriate authority from
providing the state tenants with adequate supervision, guidance, and necessary help to
satisfy their needs for the customary services which are required to maintain
Pdeucﬁon. Because of failure by the authorities to satisfy tenants' needs and the basic
Fequirements previously provided for them by landlords, farmers suffered greatly and
accordingly, many left their holdings and moved to the cities.

Moreover, because of the speed with which land was requisitioned, there were no
adequate land surveys so that little heed was paid to such problems as soil salinity and
irrigation. In addition the political unrest due to the fighting in the North of Iraq at
that time occupied much of the government's attention, so that further problems arose
Which tnterfered with the process of land distribution. All of these factors created
special difficulties,

In 1975, seventeen years after the reforms were first proposed, some 40% of the land
subject to expropriation had still not been requiSltioned. and over 80% of the total area
still awaited redistribution among impatient farmers. The number of beneficiaries

Tose from 60,802 farmers to 2.5 million by the end of 1985.
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On the other hand, the LRL has an effect on the farmers' community structure and
on their social life. Despite failing to achieve its stated objectives in relation to
agriculture in Iraq, the LRL had some good points. That part of the reform programme,
which regulated the relationship between tenant and landlord resulted in rent
reductions which provided a measure of security for the tenant \_avhereas formerly the
landlord was able to dismiss a farmer at any time without previous notice, with no
respect of soctal relationships and there was no official authority which could prevent
a landlord from acting in such an inhuman fashion. -

There is continuing benefit for the landless farmer who still lives in his community
and continues to derive his livelihood from agriculture through tenancy.

The greater degree of security of tenure helps to ensure continuity of cultivation.
Such a favourable environment no doubt encourages farmers to utilise their resources
In a more productive manner and to make improvements to the land. By improving
farming standards in this way, higher incomes can be earned, possible resulting in
tenancy agreements being maintained by both parties. Moreover, landlords may be
encouraged to renew tenancy leases instead of terminating them. Such financtal
improvements may be regarded as incentives for those farmers who previously had
land but Insufficient capital to invest on their own behalf. Equally important is
recognition of the need to provide some essential requisites to farmers to provide the
Mmotivation for making changes. In addition, the farmer must be convinced that he
himself will share In the net increase in wealth that accompanies his acceptance of new
methods so that he winy thereby be better off,

The idea behing controlling public land was not a new one. After a successful policy
of land settlement had been completed, the government could take steps to ensure
skilled agricultura) managemént. for example, through the cooperative movement.

Flexibility would be allowed with regard to the planting of arable areas, according to
needs that might arise,
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However, following the sudden removal of landlords, who controlled the activities
of the peasants, combined with the inability of the government to provide adequate
substitutes, shattered the social structure of the farmers in the rural areas. Butitis
Important to note that the Iraqt economy experienced rapid growth in the 1970's, after
the nationalisation of ofl and the rise in its price. Growth brought with it social and
¢conomic transformation. It is therefore difficult to calculat in any precise manner,
the specific effect of land reform on Iraq's agricultural structure, so that it is difficult to
agree with the hypothests that it may have weakened them.

Up to the present time, the programme of agrarian reform is still being
implemented as land expropriation and redistribution is still taking place. However, it
Is difficult to assess the effect of this policy on agricultural production. Statistics
Issued relating to the application of LR referred to agbove revealed that there was a
decline in the agricultural production which still continues, and Iraq has become an
importer of certain staple foods which it had for a long time exported such as wheat,
rice, barley, tomatoes, potatoes and onions. Before the enactment of the LRL, Iraq
exported annually 300,000 tons of these crops, whereas in 1968 and 1985 respectively
Iraq imported 206,000 and 40 million tons of grain. It is relevant to end our discussion
of LR and its effect on the structure of agriculture quoting Warriner, who stated "Because
of (1) the extreme uncertainty caused by delay in the redistribution of requisitioned
land, landowners did not cultivate more than they expected to retain, while the
cultivators did not know and for the most part still do not know what land would be
allocated to them, (2) It reduced production in the irrigated zone through the failure to
replace the landowners' function with regard to pump maintenance. Apart from the
Imgation pump, so little capital was used in agriculture that production could not have
been much affecteq by its withdrawal. In the North, where tractors were generally used,
the shortage of Mmachinery was a drawback since imported machines were largely

unsuitable, the unique cooling system on the tractors did not stand up to the climate,
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Spare parts took several months to obtain while service and repair facilities were
inadequate". |

Warriner in other words emphastses in general the absence of appropriate
conditions for the application of the LRL although the situation varied from time to
time. The researcher believes that the above statement provides accurate explanation
of the decline in the agricultural production. Therefore our hypothesis concerning the
decline in agricultural production after the LRL enactment is valid.

The aim of this discussion was to show how, through the cooperatives, government
Intervention might lead to tncreased agricultural productivity. Law number 117 was
Quickly implemented, without considering means by which productivity could be
Increased or the soctal structure of the people living in rural areas. Finally, it was also
necessary to ensure that full citizenship was granted to the excluded masses in both
€conomic and political terms and to arrange for their full integration into society by
forming a new relationship with the government, 13

Across the Middle East, land distribution has historically displayed both
Similarities and differences, Many of the former are rooted in the common heritage of
Islam, which has spawned a number of institutions common to all its major political
subdivisions, The differences are frequently rooted in the diversity of agricultural

conditions found in fertile river falleys, sparse deserts or terraced mountain sides.
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SECTION TWO

5.3. Cooperative Movement

Because of faflure on the part of the authorities, such cooperatives as has been
established have not, through adverse condition, been able to fulfil farmers aspirations
and to provide for such needs as credit, agricultural services and marketing assistance.
The LRL intended to establish cooperatives which were regarded as the cornerstone of a
new agricultural system by which government objectives would be met.  Raising the
production level to a high standard, which represents the main objective of the law,
largely depends upon cooperatives carrying out their role effectively and becoming
directly and constructively involved in all aspects of agriculture and distribution.

5.3.1 Justification of Cooperatives

The use of a cooperative system, particularly at the farm level, can be justifled on three

main counts. It is beneficial to farmers to people employed in agriculture, and to the
nation as a whole, .

’5-3-2 How Farmers and the Nation Benefit

Productivity 1 not the ultimate criterion by which cooperatives can be judged. but it is
an Increasingly important one. Joint activities n respect of such functions as buying,
Production, Mmachinery utilisation and marketing, can contribute to improved
Productivity, and in some cases they may be the only avatlable options.

Capital for machinery and equipment is often more easily acquired by a group than
by an individual, More importantly however, group production and joint use of

marketing equipment should greatly reduce the capital input per partner, thereby

€nsuring a better return on capital and a greater spread of risk. In this context, grant
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ald and loan guarantees which are available for producers help to reduce the initial
outlay,

Marketing 1s the most important area in the cooperative scene. The whole process
of marketing farm produce can be improved if it s carried out on a sound cooperative
basis, Through cooperation, the farmer can understand his marketing better and can
gear production to suit it, Marketing administration, processing, packing, transport
and publicity are also much more efficiently organised through a cooperative than by

trol of
the individual farmer. Yet the farmer still retains a share in the overall con

these operations. ‘

Cooperatives also have social implications. - Naturally, each farmer has his own
problem, and he builds a relationship with others, some of whom he may not know,
grappling together with new ideas and new techniques and trying to learn to formulate
Plans in an "ys" situation not an "I" situation. One of the big social advantages brought
about by cooperatives 1s that of improved communications which in turn lead to more
effective cooperation, Group discussions have a great value, even if they never get
further than thé problem of distribution. They provide access to people to whom one
¢an turn in times of difficulty. Thus one of the real joys of being members of a
Successful group is that they can now wor.k towards group objectives instead of towards
the interest of individuals. '

Once this position has been reached in a group, the real social advantages begin to be
appreciated and these constitute an absolutely essential element in achieving economic
and commercial success, This 1s because the most basic requirements for a group
member is to fee] committed to the group's improved methods of communication,
Which are essentia] to good group development. This applies whether the group is large
Or small,

and
The members will also plan more effectively together once they see

hem.
understand the common aims of the group and start to work together to achieve t
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Cooperation can provide a broader source of interest and a chance to develop new
skills in marketing, finance and leadership. It provides opportunities for involvemnent
In larger, perhaps more rewarding organisations. And it can give the farmer more
satisfaction on his own farm because he feels he has more control over inputs and
outputs. It helps to reduce his worries and to spread his risks. It may well constitute his
or his family's lifeline in times of real stress.

Raptd and marked increases in efficlency can be achieved by means of cooperatives,
which can help to overcome the difficulties facing small farmers and enable them to
organise themselves in order to take advantage of the economies of scale which occur
Wwhen a wide range of activities s involved.14 This is not to deny the important
contribution made by the smaller farmer, but it does show that he faces formidable
odds and must select his strategy carefully if he is to survive. The use of contractors can
help to provide scope for increasing cooperation, not only in marketiung, but also in
such areas as machinery utilisation, staff training and financial management in order
to give the smaller farmer access to the advantages of large scale operation. The use of
Cooperative methods, particularly in relation to machinery and labour-sharing
devices, and buying basic necessities, can bring very significant savings to the small
farmer. Such practices can also be used to matntain a flextble approach to formulating
farm policy anq may help to spreaci the risk inherent in many farming enterprises. It is
nereasingly difficult for small farms to make economic use of expensive and high
Capacity machinery, unless this ts done through some form of cooperation or by using
contractors,

Furthermore, the supply of smaller types of machinery has been

decreasing tn recent years, possibly because of rationalisation in the machinery

Industry and internationaj trade specialisation,15
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5.4. Historical Background

The LRL as we stated earlier, provides for the establishment of land beneficiaries to join
such societies. These societies are intended to be multi-purpose, providing a variety of
agricultural and social services. Their duties include the provision of agricultura;
loans, seeds, fertilisers, water pumps and other basic agricultural implements, in
addition to selling major products of the members. These societies are also required to
organise their members in combating pests and crop diseases, digging and maintaining
existing canals, and drainage channels, as well as providing help and guidance to
members as a means of improving land cultivation and utilisation.

The success and failure rate of these cooperatives could be regarded respectively as
indicating the advantages and disadvantages of the LRL. = But to what extent have these
cooperatives achieved their objectives? We shall consider that topic later in this
chapter.

The cooperative movement in Iraq is regarded by the government as a means of
Increasing agricultura] output, speeding up the settlement of farmers, and increasing
thelr income following the tntroduction of the land reform policy. The cooperative
movement has been supported by the Iraql government as a part of its ldcblogy and as a
means of énsuring economic gains for the farmers and improving overall agricultural
Performance, 16 Thege cooperatives have been supporte by the government who have
used them as agents for handling products under government control. Other examples
of the support these organisations recetve include exemptions from levies on profits or
Income or the imposition of pfoperty taxes.

As In Egypt ang Syria this aspect of reform has been viewed as essential if the
overall economic programme s to succeed,17 but its progress, as we shall see later, has
nevertheless been even slower than that of land redistribution.

Already, before 1958, an informal agricultural cooperative movement comprising
sixteen units had developed in Iraq. The formal cooperative movement began with LRL

fumber 30 which was enacted tn 1958.18 The establishment by the government of the



"Higher Agricultural Committee” in 1960 stimulated general interest in agricultural
cooperation thrdughout the ébuntxy Cooperation in those years was largely concerned
with the supply of basic necesessmes During the last twenty-six years, however, there
has been a considerable mcrease in the amount of on-farm cooperation. During that
time, although progress has been spasrnodlc. the number of cooperatxvcs has increased.
and membership has grown.

To stimulate agricultural cooperation in general, the government established the
"Central Council for Agricultural Cooperatives" in )1965. Its remit was to help farmers
and growcrs throughout Iraq to cut costs. mcrease proﬁts and create market
OPportunities through working more closely together in one or more areas of their
farming buslness This was backed by a supportive loans scheme which has had a
major impact on cooperative development.

This counci is thé central organisatiori in Iraq for the promotion and organisation
of coopcration ln agriculture, horticulture. and rural lndustrics It gives advice on the
constitution, formation and organisation of cooperative associations, and encourages
and helps farmers ang growers to use cooperation in all aspects of their work.
Particular regarq 15 Paid to the developement of projects in production and marketing
and the coordination of these activities with established cooperative societies. The
council also provides a business management consultancy service for established units
and producer groups and improves housing and living conditions by raising social,
educational, cultural and welfare standards in the country by reducing the differences
between rural ang urban areas. We shall not examine this function further at this
point, but, because it 15 important, we shall return to it later. The council does not trade
On its own account, byt is supported by individual members, afliliated socleties, and

corporate members, 1t also receives financial aid from the Ministry of Agriculture and
Agrarian Reform,
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There are Just under two thousand cobperative societies {n Iraq, with a total
membership of around 500,000. There are a few cooperative machinery syndicates
located in the three main provinces, these being the only ones to supply member's needs

for machines in the‘North. South and the Middle of thé country. Table 7 provides some

Table 7

Membership of Cooperatives by Type (1985)

( Average
Number of Number of
Details o . Members Cooperatives Members
Local Cooperatives 377868 786 481
Collective Farms ' 288 7 41
Specialised Cooperatives:
Poultry 1341 3 a7z
Bee Breeding 220 1 220
Fishing ) 2883 4 721
Livestock Husbandry 7734 25 309
Birds and Tropical Fish Nurseries| 61 1 o1
Horticulture 8272 24 345
Agricultural Machinery 11 1 11
Sub-Total; 20522 59 348
Total; 398678 852 468

Source: ACB, Annual Report, 1985.

membership and turnover details of these societies in Iraq up to 1985. According to the
annual report of the Agricultural Bank, issued tn 1985, the number of cooperatives has
steadlly increased from 473 in 1968 to 786 tn 1985.

Membership has grown from 63.225 to 377,868 In the same period. These statistics
Indicate the situation in the country at the time when these figures were issued (i.e.
number of cooperatives in 1981 totalled 1,885 units). It should be noted that although
the numbers of Cooperatives has increased, the number of members has not increased
In proportion. A report about the cooperative movement in Iraq, published in 1971
With the collaboration of foreign experts, mentioned that the number of farmers

registered with Cooperatives represented only 30% of the expected number which itsell

Fepresented only 10% of the whole farming community.19
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A cooperative has been defined by the Central Council, as 'an association of
producers who together can achieve some commercial objectives more successt‘ully
than they can as individuals', |

The principal commercial objective is usually to make more profit than could be
achieved if the farmer operated as an individual in the market. There is no indication
that the distribution of these units has removed the key obstacles to land reform, f.e.
the political and economic power associated with landed mterests Galbraith explained
the complexities and political nature of the process of land reform: "Unfortunately,
some of our current discussion of land reform in the underdeveloped countries proceed
as thoﬁgh this reform were some thing that a government proclaims on any fine
morning in the same way as '1t might give pensions to old soldters. or reform the

administration of justice". In fact, land reform is a revolutlonary step.20 Agricultural

loans totalled §9 million ID in 1985 although only 10 million ID or about 15% was
repaid in respect of Previous loans. The success and prosperity of these units depends
On their operational effictency. A cooperative soclety may be engaged in providing a
common serQlce for its members but like firms in the private sector, it must loook
constantly to its costs in order to make the maximum contrtbutlon to the welfare of its
members.21 gt (g et uncommon for cooperative marketing associations to fail.
Inemctent management differences in degree of management skﬂl lack of interest by
members. and insufficient credit support are all causes of failure.

The dtstingutshtng feature of the cooperatives is that they are owned by those who
use the servtces and they are entitled to share in any proftts they make Furthermore,
cooperatives are managed democrattcally by the owner members. A commtttee elected

0N a one-member, gne.vote basis directs thelr affatrs. It can appoint a manager who is

responsible to the committee. The matn issue regardlng cooperatives as a form of

enterprise 1s how far, and under what conditions, they merit spectal SUPDOTt n the
developing countries,

From the definition given above, the conclusion is that the major objective of the



cooperatives is continually to exert independent pressure on the market for the benefit
of its members. By so doing, farm cooperative marketing associations perform an
important function in the marketing of many agricultural products, through their
methods of control and operation, and their attitude towards organisation for proi‘it
which distinguishes them from other organisations dealing with the marketing of
agricultural products. Cooperatives, by maintaining a market share. operate at a profit
level for their members, which enables them to provide their membe’rs with a source of
strength and independence.

Official recognition of cooperative societies as a means of achieving social and
économic transformation has been granted recently. Such belated recognition, despite
their formation at the same time as the LRL is probably linked with the problems
involved in establishing cooperatives in practice, particularly the soclo-economic
factors. This explains the small size of organised cooperative movements in the 1960's,
the instability or non-viability of a considerable number, and the persistent lack of
interest and absence of recognition in the country as a whole. The absence of
government supervision during that period means that the cooperatives had no effect
on the farming community or even on the economy generally. However, duﬂhg the last
ten years, significant changes began to take place and the future of cooperatives seems
Promising, particularly among rural communitfes.

The support for cooperatives generally stemmed from the ill-feeling directed
against middlemen, and t’h'e’fact that the existing marketing channels either did not
Provide adequate services or imposed a high charge for them, Thus, carrying out jointly
such marketing operattons. packaging, storage and transportation could elinnate
these unsatisfactory features, and both farmers and consumers would set up an
altemative marketing agency to replace the existing ones.

What 1s known as a "farm problem"” exists. the rate of return in farming being lower
than in other major industries 22 CQnsequently, a long-term effort is being made to
Stabilize Prices of agricultural products ata level which would secure a favourable farm

income anq a healthy agricultural industry Through coopcrative Cﬂ'ort it may be
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possible to overcome most of the problems caused by marketing inefficiency.

The cooperatives were encouraged by the government as a means of achieving
market refoﬁn so their numbers increased sharply between 1971 and 1979 (see Table 8).
Agricultural loans increased from ID3 million to 14 million ID during the same period.

The cooperatives were regarded by many Iraqi people as vehicles for transforming
and modernising agriculture and the economy as a whole. They imagined that the first
steps towards establishing a cooperative should come from the farmers themselves,
which is reasonable in a country at this stage of development. In many cases, however,

the tnitiative has to be taken by the government. The latter's prestige is high despite the

Table 8

Growth of Agricultural Cooperative Movement, 1971-1979
) {alised No, o]
IZ:C N gvd:.rrotjl;ers gg‘llg!c.ﬁue f«%ﬁﬂm gg:;eratwc Mem'ﬁers
Cooperative Farms
1971 . . a1 221
1972 ggels o igggég . - 71 389
1973 1271 201490 48 7286 132 818
1974 1373 212361 62 10369 148 096
1975 1651 239644 74 10381] 173 1218
1976 1810 288165 77 9372 206 1554
1977 1891 322905 78 8981 220 1600
1978 1935 | 331973 79 7719 245 1721
1979 1923 345029 77 7326 262 1795

Source: ACB Annual Report, 1979.

fact that the bengﬂts derived from those units with regard to the economy on the whole
were insignificant,

The government suport fox" cooperatives based on the fact that certain economic
activitles can be Performed more effectively by these organisations than by the private
sector. One of the main agricultural actlvities undertaken by cooperatives is to increase
sales ang €xpand the market for agricultural products, and this government's belief in
the ability of Cooperatives to carry out this function was confirmed by both Yamey and
Bauer, They stated that cooporatives were soclally and politically desirable as they

€ncourage producers to be self-reliant, thrifty and prepared to put the greater good of a

231



Community of producers before individual interests. Participation in cooperation
activities is particularly useful since producers thereby become acquainted with
markets and buslness organisation problems 23

The conclusion is that when cooperatives operate more emctently than agencies
already in the market place, they intervene in the market as a significant alternattve to
the private trader in the marketing of agricultural produce.
5.4.1 Reasons for Piomotlng Cooperatlves
In most developing countries the purpose of the cooperative movement is two-fold
being either economic or political. In Iraq, political purposes rather than economic
have been responsible for promottng the development of cooperatlve societies. On the
economic side, the cooperative socleties were unable to Increase the prices charged for
their members' products in keeping with the prevailing demand situation. Product
Pprices are fixed according to the levels set by the govemment through its departments
(Le. The Marketing Board) the cooperatives having no say frrespective of the supply
and demand ¢ situation. For example, if demand exceeds supply, the cooperatives are not
allowed to fcnrease the price, they are powerless to do so. On the other hand, when
supply exceeds demand, cooperatives are not willing to reduce the cost of marketing. In
this respect, they are regarded as‘no better than the middlemen in the private sector
whom they replaced, 1t would be a matter of common sense for cooperatives to be able to
help in the propagation of new ideas or planning thetr agricultural activitles for the
future, a&er taking into account the demand sttuatlon and consumer needs and wants.
Through the interaction of suggestions proposed by members, farmers could provide a
useful pool of ideas which would lead to improvements in utilising exlsttng resources
and in methods of cultivation and finally the members would be better off, for example,
through encouraging increased productton of standardised products and introducing
more eflicient grading of products. Such agricultural improvements WOUld benefit
farmers a5 well as the consumers of agricultural products. Consumer sattsfactton can

be achieveq by identifying the products preferred by consumers, excluding what is not

252



wanted and thereafter maximising the potential return by concentrating on supplying
the goods for which a preference has been expressed in terms of both quantity and
quality. So grading s particularly important if the produce of a number of farms Is
pooled and marketed collectively by cooperative socleties, as this will provide a basis
for tmproved marketing intelligence.

The point which the researcher wishes to erriphésise is that cooperatives lack the
power to achieve these interchangeable béneﬁts (i.e. between farmers and consumers).
Cooperatives in Iraq have to carry out the terms of an annual programmes prepared by
the appropriate government department, usually the Ministry of Agriculture, and they
have to observe the conditions laid down, despite prevailing circumstances. The
procedures followed by the government are likely to aim at the achievement of political
rather than economic purposes.

Participation by a larger number of producers should lead to the creation of a large,
central financtal pool, theréby raising the overall level of capital, helping them to
utilise their labour force more effectively and to improve marketing infrastructure in
thelr farms, But the researcher's experience, nothing like this has happened. Their
marketing tC;ols and infrastructure are still primitive and no important advances have
occurred in relation to their members' financial situation. Cooperatives still have to
rely on government assistance and without such assistance the cooperative movement
Wwould collapse, although at the present time cooperatives operate only at subsistence
level. Table 9 shows the heavy reliance of the agricultural cooperatives on government
assistance. The Table shows the Increasig number of loans granted to these socletles by
the Agricultural Cooperative Bank.

At national level, cooperatives, as will be seen from the results of the survey carried
out by the researcher with many cooperative executives in a number of Governorates
are not familiar with, the marketing concept. Consequently they engage in production

Without devoting attention to the need for consumer satisfaction, or even utilising their
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Table 9 ‘ :
Amounts of Loans Paid By The Agricultural Cooperative Bank To The
Agricultural Cooperatives by Type, 1973-1973 (ID Million)

Agricultural | Machines | Agricultural | Animal General
Year Supply Loans Services Wealth Total
1973 0.832 0.517 0.549 0.300 2.198
1974 1.056 0.617 0.619 0.492 2.784
1975 1.142 0.671 0.376 0.718 2.907
1976 1.586 3.076 0.336 0.922 5.920
1977 ‘ 2.005 3.447 - 0.831 2514 8.797

Source: ACB Annual Report, 1975.

avallable resources effectively. Accordingly, in the area of international trade there is
110 possibility of such societies competing abroad, by marketing produce overseas, or
pursulng a monopolistic approach for the benefit of both their members and the

country, with the help of government departments and organisations familiar with

foretgn trade (1.e. 1n conjunction with Marketing Boards).

Constderation of other factors will support our hypothesis that cooperatives in Iraq
are regarded as political instruments rather than economic ones. The government has
attempted to assume the control over farmers previously exercised by landlords, and
also to replace middlemen or any private agencles which had a poor reputation and
performed unsatisfactorily in the traditional marketing system. Producers may regard
the cooperatives as offering the best opportunity for them collectively to increasing
thetr bargaining power in relation to their produce. As changes occurred in the
Particular structyre of the country, the government looked upon the cooperative
Movement ag g method of practising socialism for the benefit of the large proportion of
the population in the lowest socio-economic class Such support by the government did

not Tequire a direct government involvement in marketlng and it contained a strong
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domocratic element. Moreover, the leadership could accept cooperatives within the
marketing sector without committing themselves to one political system or another
since the commerctal cooperative structure was such that marketing could be practised
with either a capitalist or soctalist system being based on the price mechanism.

The integration of a range of marketing activities in one enterprise can offer
advantages by encouraging adequate supplies and outlets, thus reducing business risks
and the cost of purchasing and sales, enhancing bargaining power either through
handling a larger volume of business or having more alternat.ive markets and service
opportunities as well a5 by making full use of management, buildings or equipment, e.g.
transport vehicles that are already available, thereby obtaining greater returns from
the money spent on advertising and sales promotion. It is often suggested , for example,
that farmers' marketing cooperatives should integrate with consumers' cooperatives,
They rarely do so tn practice because the selling patterns pursued by the farmers'
¢°°P€I‘ativ§s do not often coincide with supply needs of the consumers' cooperatives.

5.4.2 Problems faced by Cooperatives

The researcher met twenty-five executives representing the cooperatives in the middle

Part of the country. These executives are responsible for the direct supervision of the
socleties in that area. The researcher believes the findings resulting from his
discussions these are also typical of the situation in the Northern and Southern parts of
the country, In Practice, all cooperatives have faced certain problems and those in Iraq
are no exception in this respect. Using a questionnaire, the researcher asked those
executives to define marketing. . Five of the twenty-five (i.e. only 20%) defined
marketing as synonymous with promotion and publicity. The other 80% indicated that
they viewed marketing in the narrow traditional sense. They regarded marketing as

selling ang distributlng the products already produced by them. These answers show -

that most of the e€xecutives did not possess a proper understanding of the full meaning
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of the term, and did not realise what modern marketing is. The conclusion is that there
is a lack of appreciation of the marketing concept among cooperatives. Thus the
importance of satisfying consumer needs and wants and viewing marketing as an
Integrated bustness activity 1s still far from being recognised by them. Marketing is
mmore than selling. It involves identifying a market in the first place, and when this has
been done, it requires that this market be supplied with a product of the right quality, at
the right time, at the right place and in the right form. To do this may involve the
producer in grading, processing, storage and distribution. Thus, marketing can even be
extended to packaging and promotions related to a trade name. The overriding

Objectives, however, must be to maintain quality standards, to guarantee continuity of

supply and to provide high quality salesmanship.

Cooperative production is atmed at increasing sales and expanding markets. But
this type of development strategy requires a bureaucracy capable of making decisions
concerning allocations, but this did not exist. This resulted in backwardness rather
than progress in the economy. It also led to an increase in bureaucratic control of the
agricultural economy, thus exacerbating the problem by leading in turn to a
misallocation of existing resources and failure to mobilize additional means of
production, Arbitrary bureaucratic decisions bore little relationship to economic
efliciency,24

Government control resulting in bureaucracy at the top of the hierarchy led to the
appointment of managers in name only, low in prestige and with little responsibility.
The Consequences were disastrous as bureaucrats fought energetically to prevent
reform, thus Preventing the public sector from providing sufficient primary resources
to ensure Prosperity. For example, the‘ elected manager was one of the farming

community with lttle or no knowledge about the cooperation movement and
Principles,
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' ossible
+ In the marketing of produce, the aim must be to create the maximum p
ts were
negotlation strength by removing as many weaknesses as possible. Respondents

le 10 shows the
asked to list in order, the weaknesses from which they suffered. Table
results.

Table 10:

akness.
Executive Respondents Perceptions of Main Cooperative We

Percentage
The Wealknes Noof ‘
akness Executlves %

40.0
1 Inadequate Infrastracture 10

; 32.0

2 Cash flow 8

20.0
3 Lack of control over deliveries 5 :

4.0
4 Lack of knowledge concerning 1

quality, 4.0

S Poor knowledge»of outlet - 1

0
6 Consumer satisfaction Y

0
7 Manageria] skills 0 |

0
8 Training Programme 0
9 Lackof spirit 0 °
Total 25 10

The first impresston dertved from the Table is that cooperatives are not aware of the
need to practise the marketing concept in terms of consumer satisfaction, managerial
skills, the education of farmers and the provision of training programmes. Most of the
answerg concentrate on the need for agricultural facilities, financial problems and the
lack of control over deliveries. 72% of respondents referred particularly to inadequate
facilittes and financig) problems. Finance was considered the principal cause of most

were
of their Problems, - The majority of cooperatives wished to expand but they
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severely constrained from dolng so by lack of ﬁhance. A consequence of this problem is
the faflure of these cooperatives to pay their members for their producf on delivery,
This 18 not convenient for farmers, the majority of whom are poof. They are unable to
walt and are knpatiefxt to receive payment for thetr produce. This may create disloyalty
towards cooperatives. prodt.{ce being sold to those who can pay in advance, especially in
remote areas outside the matn cash crop regions. Such practices seriously impede
cooperative development. . .

The problem of control over delivery 1s widespread in the agricultural industry, and
I8 characteristic of both devéléped and developing countries. ;bUt its impact in the
developing countries is greatef partly because the environment in the developed nation
is more systemétic and better organised. ‘

Ironically, only one executive, a person who had experienced ‘hlgher education,
stated that inadequate knowledge and information (a topic we discussed in detail in
Chapter One), 1s a problem for cooperatives. This, together with the points mentioned
above supports our hypéthesis that the coopefative movement in Iraq s not marketing-
oriented. This conclusion is also suppoi‘ted by our finding in the previous section where
we concluded that in developing countries,’ cooperatives are political rath‘er than
¢conomic instruments, Thﬁs. it 1s not surprising to see that executives did not mention
the lack of consumer orientation as an obstacle; the marketing concept is stmply not
. Practised. In addition, no reference was made to the effect of management, education,

and training Programmes. o

The researcher believes that executives did not mention management, because they
are not dlreétly conscwu; of the fact that they represent a particular political
viewpoint, The resgarc'her's opinion 1s‘baseld on two basic facts. The first is that those
executives over eStlméted their own importance, and regarded themselves at the most
8ppropriate persong for the posts they held. The second is that they are appointed by

the relevant government départmént and are therefore unable to criticise themselves.



The major problem in Iraq is the lack of skilled managment, and it is a problern we
shall concentrate in testing our hypothesis concerning cooperative management Iraq
has a poor record in the management fileld and can benefit greatly from the experience
of other countries. The efﬁciency of the cooperative movement depends on determining
exactly what functions it should perform and when these are numerous, its
management tasks then become more complex and accurate accounting becomes more
difficult. But its principle function is to increase productivity‘ in order to meet
increasing demand, resulting’from population grovvth and to reduce concern about the
future, A study for the FAO in 1966 predicted that a donbling of the popnlation in
several Middle Ease countries between 1962 and 1975 would double the amount of grain
consumed.25 Iraq was one of the countries included in that study.

The fundamental difference between cooperatives and private business is that the
farmer 1s ODerated in the interests of its patrons, as an agency for marketing their
products, while the latter is operated in the interest of the stock holders or the owners,
as a means of making profits on thetr capital investment The cooperatives are run by
and for those who use it rather than by those who own 1t.26 The promotion of
Cooperatives is looked upon as a means by which i‘armers may benefit from economies

of scale, Any policies introduced with regard to a cooperative should benefit the

farmers in those cooperatives 27

Because the Impetus to start a cooperative movement has usually come from the
g°V€mment rather than the farmers themselves they are to a large extent administered
by public officials. This is true for all developing nations whose governments use them
as a means of irnplemelnting official economic plans. As stated earlier, the problem in
Iraq seems to be the failure to attract sufficient numbers of competent people to the
chmment services dealing with cooperatives In spite of the high managerial salaries
Pald by the govemment and high wages paid for operating these units, both

Management ang labour do not dfemonstrate the necessary motivation for developing



work tnside the firms on a collective basis. The inadequate organisation of such units
and excessive centralization are partly a result of a lack of planning. This 1n turn
results from the fact that government officials are not educated or accustomed to
thinking in terms of the future. Its members should be elected from those who
Understnad the manv ways in \vhich greater efﬁciency can be achieved. The influence
of planning on production ts often msuft'iciently recognised. They should also be able
to understand how credit can be used for production purposes and be capable of
Supervising and scrutinising the use of loans. There is an urgent need to improve
training standards in modern methods, in order to increase the number of well-
qualified personnel famﬂiar with management tcchniques 'I'hese obstacles can only
be overcome by greater coordination between Ministries and other related government
departments on the one hand and the officials and members of cooperatives on the
other. The relationship between the Iraqt govemment and the cooperatlve movement
I8 quite clearly one of support as is indicated by the financial assistance it gives
through for example, exemption of taxes on profit. So the Iack of success by the
cooperatlves is due to incompetent management rather than toa govemment poucy of
bureaucratic obstruction which is regarded as being the case in most developlng

countries,

The researcher's optnlon is that management problems have been a major cause of

the high rate of failure. which is underestimated especially by those handltng

Pcrlshable products Bad management has had an adverse effect on the morale and the
loyalty of members, Lack of experienced cooperatlve managers and agrlculturalists
Invariably means that most of the newly created cooperatlves are too poorly staffed to
be eflective in implementing the many and varﬁous duties assigned to them Attempts
must be made therefore towards greater participatton by members In the PTOCCSS °f

decision making withtn the cooperatives This would result in greater progress than
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can be achieved through the imposition of armchair decisions and solutions from the
top. }

Fundamentally, cooperatives in Iraq have an inherent weakness in respect of
Management. . This problem 1is aggravated by the high level of illiteracy among the
farming community in general, so that it 1s difficult to find a manager whose level of
education distinguishes him from others or one with a book-keeping qualification.
Generally, there is a lack of ability to think in business or commercial terms which
might have compensated fc;r this deficiency.

Lack of spirit among farmers s another crucial problem which must be considered.
This problem is usually related to the extent to which they can actively participate and
thelr position is weakened from the start when competing with other traders, due to
lack of capital. Lack of spirit undermines the belief that cooperatives may become an
efliclent instrument replacing the unwanted existing system, which is, after all, the
main purpose of cooperatives. Cooperative marketing on a voluntary basis has not
been very Popular or successful in some countries, whether developed or
underdeveloped. This is because farmers have tended to behave rather badly towards
their cooperatives, marketing through them when prices were low but ignoring them
when prices were high, Consequently, the cooperatives have suffered from an uneven
flow of supplies ang have been unable to enter into and fulfil contracts with food
processors and retajlers, -

An inherent limitation restricting the growth of cooperatives has been the lack of
cooperation from farmers themselves. They value highly the freedom to sell to whom
they like, 1n the quantities they choose and at prices achieved through the bargaining
Process. It {s unfortunate but true that many members of cooperatives are not entirely
loyal to their association. They are often enticed away by private businessmen, some of
whom make attractive offers for products simply to disrupt the cooperative

Ofganisation. This is a serious matter, since the successful operation of the
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Cooperatives depends on a satisfactory volume which is redcuced through loss of any of
its members .28

Only one executive mentioned lack of knowledge relating to quality or market
conditions as constituting a problem. In fact, it {s a crucial problem. The researcher
belleves that among other cooperatives, problems concerning basic strategy are
common, particularly for those engaged in manufacturing food processing. This
conclusion 1s retnforced by responses referring to lack of knowledge about the market
and to Inadequate market research. If these are both given sufficient attention, then
cooperatives can develop a general understanding of their markets and the strategy
they should adopt. The large majority of cooperatives believe they have problems with
marketing, related primarily to a lack of market knowledge and strategy, lack of
Fesources and inadequate advertising. They are far less concerned about external
constraints on cooperatives than they are about their own internal weaknesses.

The low level of education among farmers is another reason for the slow
development of the cooperative movement in Iraq. Improved education can produce
results by promoting the use of some selentific methods in agriculture such as the
application of fertilisers, and consequently it can be satd that cooperatives, despite
having been established for sixteen years, have achieved some success in transfering
agricultural know-how and scientific methods to agricultural cultivation or in
€ncouraging growers to use these methods. It will usually be considered more useful to
direct the energy and time of staff and farmers towards functions which are related to
what are thougnt to be the more important aspects of their member's business. There is
a need to consider the extent of each farmer's knowledge and stage of farm development,
before introducing even the best of aids to farmers.

The potential valye of such farmers should not be ignored. There is a need for the

government to embark on a systematic programme of training for supervisors who will

be needed to educate the illiterate farmers and teach them how to use fertilisers and
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explain their value. A Publicity campaign is needed to convey the importance of the
modern approach to the farmers without causing them unnecessary embarrassment.
The inadequacy of farmers' education creates a lack of understanding of corporate
objectives and the attitudes required to achieve them. This creates uncertainty in
relation to individual beliefs and behaviour concerning cooperatives. The farmer
might, for example, consider that growth and size were the principal corporate
objectives, or he might see an increase in size as a means to achieving economies of

scale, greater competitiveness, but an increase in growth could adversely affect the level
of profit deemed essential,

Moreover, conservative attitudes can lead to slowness In adopting certain changes.

The tmportance of and the need for appropriate food and nutrition polictes, including
training education, expanded services and appropriate research in the context of
rapldly changing soctal conditions and economic levels, has been recognised in the

developing countries. The improved living standards in these countries, and

specifically, the rapidly increasing urban population, together with the growth of wages
and incomes and Increased migration from rural areas to town, has produced a
continually increasing demand for agricultural products as well as changing food and
nutritional patterns,

In Iraq which 1s subject to the above trends, there is a great scarcity of personnel
with aDiDropriate backgrounds and qualifications and particular attention must be
given to the training of agriculturalists and other related specialists to enable them to
become familiar with human and food economies using various sources, especially
those which Provide appropriate programmes and curricula within the framework of
Spectalized agricultural development. In order to solve such problems, training,
education ang relevant programmes should be given their rightful place in appropriate

Institutions anq Teceive adequate attention. Qualified personnel are needed to evaluate

and offer advice on existing and future methods of food production, as well as providing
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assistance In the formulation of national, regional, or world food policies. Also needed
are improvements in food marketing and processing methods at both industrial and
domestic levels and new products must be carefully examined from the point of view of
consumer protection and health considerations. Through educational and other kind
of improvements, effective methods of supplementary feeding for the whole population

can be introduced,

The economic rationale of such training and education is intended to achieve the
following objectives: to increase agricultural productivity thrOugh technological
Progress and to ensure the rational development of production and the optimum
utilisation of the factors of production, particularly labour, to ensure a fair standard of
living for the agricultural community and in particular to increase individual incomes
to stabilise markets, to maintain regular supplies and to ensure that supplies to
ocnsumers are made available at a reasonable price, and finally, that finance for
implementation this policy is provided.

With regard to training and education, the researcher believes that part of the
cooperative fajlure in Iraq is related to the high level of illiteracy in the rural
mﬁnumty and also to the fact that offictals have not introduced any programme to
inform farmers about the philosophy, benefits, aims and characteristics of
cooperatives, In general government policy in respect of cooperative development has
not been pragmatic and realistic, although cooperatives can in fact produce tangible
benefits, In addition, inexperienced management are asked to undertake tasks that are
Intrinsically difficult, The counter arguments used to justify the policy pursued by the
government are generally based on the following point.29 New cooperative systems can
only learn from experience, This will provide solutions to problems that arise; a better
understandlng of the principles of cooperatives will be achieved in the course of time,

VIth appropriate education, and the continued support provided by government

Scrvices, the potential benefit will then be realised more fully. Finally, staff problems
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arise in all types of enterprises that extend beyond the immediate family and thus
merit attention. ' ‘ J 4

The researcher atternpted to ascertain whether executives are in fact aware of their
method of doing bustness and whether they eiraliiate thetr own performance. But since
Cooperatives do not apply the marketing concept, the result was only to be expected (e.
focussing on internal problems rather than attempting to achieve consumer

satisfaction). The results shown in Table II support the researcher's view.

Table (11)

Executive respondents perceptions of most important Cooperative
Priorities. .

Criteria ~° of g

Executives ’ ' %

1 Profit 14 0 56

2 Loans Pay back 7 ' 28

3 Services Provided ; 2 B

4 Performance 2 8

5 Conduct 0 -

Total 25 ’ .- 100

Making proﬁt and repaying loans is their i‘irst priority. these constituting 84% of
the responses - 56% i’or making profit and 28% for repaying loans. Both answers
despite the variation in percentage. rei'iect the same airn namely preferring to secure
their mMmember's advantage without considering consumer satisfaction. As far as the
Producer is concerned, it is true that the prevailing prices should reﬂect a profit margin
which is sufficient to reward investment at the growing rate of interest, to compensate k

for risk- -bearing, to provide an incentive for introducing new ideas to save COStS or

knprove Services, and to enable loan repayments to be made
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On the consumer side, the quality of services should be neither too high nor too low
In relation to cost and consumers' wishes. There should also be a range and variety of
services to match the variety of consumer incomes and preferences, in so far as this is
consistent with the economies made possible by large scale operations. The factors that
contribute towards efficiency can also be evaluated by examining marketing
enterprises in respect of structure. implementation and level of performance. Only two
respondents, or 8%, perceived the level of services provided as a priority.

Implementation could be assessed in terms whether cooperatives search for new
techniques and the extent to which they ap‘ply them in practice as soon as is possible.
Are they looking for new | investment opportunities or are they disinvesting and
transferring funds elsewhere'? From the res‘earcher's lntervieWs. it was realised that
these aspects are far removed from the thinking of respondents for some of whom it is
diflicult even to grasp these concepts. Those respondents who mentioned these aspects
have completed some kind of agricultural course as part of their education.
Performance is assessed in terms of how well the process of marketing is carried out
and how successfully its alms are accomplished. Is produce assembled and delivered on
time and without wastage? Is it well packed and displayed in attractive assortments’?
Is tts quallty reliable and are contracts with wholesaler for example honoured? There
are many such practical lndlcators ot' how well a particular marketlng system is being
operated by the cooperatives Not surpristngly. unplementation and performance was
Placed third critena as was specified by only 8% or two respondents The rcleOl'ldl‘lnts
answers are in keeping with the research finding that only five respondentso 20%,
Cxpressed the view that lack of control ortunsatisl‘actor’y .dellvvery are ﬁTOBICmS for
Cooperatives (see Table 10).

The researcher askeq the executives to state the most irnportant element fOX‘ the
Success of c00peratlves Table 12 presents the executive's answers. The researcher

arranged the answers as they appear in the Table, without tntroducing any blas or

Manipulating the respondent's answer.
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Table 12:

Executives Pefceptlons of main cooperative success.

Pefcentage
Noof ,
Factor e Executives ' %

60
1 Number of Partners 15

32
2 Structure of Organisation 8

8
3 Clear Objectives 2

, 100

Total 25

Fifteen of the respondents, 60%, meﬁtiened that size of membership is the mose
Important criteria for success. The researcher considers, hewever. that although
membership may be an important 1nd1eator. ‘members' inner conviction is the true
criterion’ The basis for the reseafcher's opinion is that since membership is made
compulsory for farmers by the govemmeflt their number 1s less unportant than their
attitudes. An assessment of compatabnity between members should take into account
not only the number of members but also their distributlon. the size of their farms, and
the types of farrmng systems, |

A sound organisational structure was given second priority by eight respondents or
32%. The researcher coneluded from the answers regarding this element that this

Soundness of structure is posslb]y achieved by devising a well though out membership
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agreement with records being maintained of all decisions made, and matters relating to
administration 'and finance being agreed by all members of the cooperative. Two
respondents, 8%, regard a soundly formulated policy as the third element required for
Success, in other words, identifying the goals of the cooperative, and standardising the
system of operation. The discussion provided the executives with a clear picture of the

factors that lead to the success of cooperatives, and the researcher hopes that the

cooperatlve movement will ultimately succeed in Iraq.
5.5. The National Farming Crusade
Agriculture, apart from its primary function of feeding the nation, should also be
viewed by the governments in developing countries as a prerequisite both for more
general econorrnc development V'an‘clhfor providing other basic needs of the people. In
addition, governments may also have to assume responsibility for making available a
large variety of marketing services, such as providing fettilisers, organising processing
and grading methods, providing storage facilities and above all, promoting the use of
sclentific methods in agriculture. An important aspect of government policy relates to
the encouragement of local initiatives. Such a policy is essential to enable the rural
communityto develop its own human resources, to provide tratned personnel, to
Participate in every activity, and in time to take over the whole operation. It is hoped
that the successful achievements expected of such farms as are now being established,
Wil help to accelerate the process of collectivisation of farms throughout Iraq. Such
steps as those already taken by the government are steps in the right direction.
Moreover, it g of equal 1rnportance that such steps should Increase government
awareness of the task facing it and lead to recogmtlon of the great efforts that will be
Fequired to yielq the projected results of its long term agricultural programmes.

The Purpose of the governrnent in launchlng the National Farming Crusade was to

lncrease the output of each acre of cultivated land by using scientific methods in place
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of the traditional methods. There was also an attempt to encourage farmers to practise

experiments in the fufure. when it had been demonstrated that such experiments were
successful. This is an important aspect bf government policy in relation to the
encouragement of local activities. Table 13 shows the 1‘985 pef donum production yield
for grains usihg traditional methods compared with the yield achieved using Crusade
programme methods, Thé statistics ‘show that productivity mcre#sed considerably for
wheat, barley and rice, Vfrom 178,206 and 614 kg/donum by traditional methods to

381,406,865 kg/donum respectively using Crusade programme methods.

Table 13:

Comparison of Production results using regular methods and Crusade
Programme methods In agricutlure during 1985.

The Item ' ved Method \'
Total Prod uciti’;gnular MithOdse Tota]lmpm Pﬁoductton Average
cArﬁ? 4 (100Tons} | ytel ‘ c"ﬁ“ d (100 Tory I%e/l?)m
u (¢ t te
(100 Donumy ®a/Bm | (160 Dorung
Wheat 52034 8098 | 178 4515 - 1658 381
Rice 35736 6491 206 8s2. | 333 406
Barley 1081 612 614 1313 1057 . 865

Source: Ministry of Agriculture And Agarian Reform, Annual Report 1985.

The researcher shares the government's point of view and believes that such a
deliberate Policy results in growing recognition of the importance of using fertilizers,
“mploying competent management and making other facilities more readily a"ai,l‘able
' farmers, as opposed to farmers acting individually. Moreover it is of equal
Importance that such steps domonstrate government awareness of the extent and
Magnitude of the efforts required in its long term agricultural programmes in order to

Yield the projected results. With reference to intervention by any government, the
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researcher's view is that the purpose of such intervention is to promote the welfare of
the rural population and provide economic beneﬁts through its agricultural policy both
of which are dependenf on an adeauate food supply.

In these new experiments which were introduced first in selected governorates with
reference to speciﬁé crops, the government provide support by preparing the area under
cultivation Supplying rrigation facilities, high yleld seeds, chemical fertilisers, and
above all arranging for trained officlals to undertake supcrvision In other words, it
Was a process of planned agricultural development.

It was unrealistic to assume that farmers living in a frustrating environment would
all accept such chages at the same time. Indeed most agricultural workers who were
frustrated assumed an uncooperative attitude. Furthermore, it must be realised that
some {deas and innovations are accepted more readily than others. The introduction of
new ideas and the practice of new techniques designed to achieve increased agricultural
productivity and income, will not necessarily be readily adopted by individual farmers.
The strong effect of soctal and cultural factors must not be underestimated.
Uncertainty and Tisks are closely associated with the question of the level of return or
profit that the individual farmer may derive from adopting such innovations.
Nonetheless, the government does support agricultural development, and the farming
community and accordingly has become tnvolved in promoting tmprovements,

Remarkable progress has been made in the above areas. Tables 14 and 15 show the
retum from and the cost of fertiliser used per donum in rice and cotton respectively in
selected provinces where this expeﬁment was Introduced. Although different rates of
return were obtained in different provinces, the evidence indicates that the return per
donum at least doubled. For example, in Kerbala province, the use of fertilisers
increased the return from ID4380 to ID16,575. For cotton crops, a high return was also

achleved there, In Diyalakprovince. the return from cotton increased from ID6,950 to

ID32,288, Generally, the smaller return was one and a half times the previous figure,

the returmn Increasing in this case to ID 13.059.
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Return Before And

i

Teble 14:

After Using Fertilizers Per Donum of Rice

n  Selected Province According To Field of Experements.

Province Return Before Using Return After Using
Fertllizers Fertllizers
Per Donum (ID) Per Donum (ID)
Emara 4600 13650
Kerbala 4380 16575
Diwania 4500 10858

Source: AbdulNabi, A.M; Ministry of Agriculture, Unpublished paper (in Arab

Return Before An
Selected Ppr

1978.

Table 18

d After Using Fertilizers Per Donum of Cotton In
ovince According To Fleld of Experiments,

Prouvtnce Return Before Using Return After Using
Fertiltzers Fertilizers
Per Donum (ID) Per Donum ( ID)
Mosul 63850 19475
Kirkuk 6950 15435
Datla 6950 32288
Baghdad 6950 13059
Latifia 6950 15418
Hilla 6950 16275
Musaib Organisation 16950 18274
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It appears from fhe results achleved that mafxagers with technical training and a
background in production tended to be more successful in adopting technology and
techniques to suit local environmental conditions than those with little appropriate
knowledge or non at all. This conclusion is simply based on the assumption that
managers with education and a skilled background have greater knowledge of available
alternative strategies. This supports our hypothesis that returns in terms of both
money and productivity are higher with efficient management than without. The wide

differences in performance demonstrate that the quality of management is of

considerable importance.

Moreover, the fertiliser industry is now accorded top priority by the Iraqi

government and a fertiliser factory has already been established in the South of the
country. But figures show that although there has been an Increase in fertiliser
consumption in Iraq from 7,000 tons in 1976 to 23,300 tons in 1981 (see Table 16), the

country's consumption of fertilizers 1s far below that of other Middle East countries.

Table 16

Fertilizer consumption (P204) In Selected countries for the years 1976 -
1981 - Consumption in ( Thousand / Tons)

The Country | 1976 1977 1978 1979 1980 1981
Iraq 7 8 8.3 13 25.8 233
Iran 142.5 161.5 | 163.1 194 | 1978 297.2
Turkey 388.6 521.9 | 613.5 654.1 671.4 492.2
Syria 15.6 205 | 290.9 33 433 44.1
Algeria 64 85 | 687 867 | 82 1159
Egypt 83 66.4 80.8 86.9 97.5 102
Morocco 67.3 72.4 70.4 723 77.9 95.5
Tunisia 25.7 26.9 23.3 27.7 29 33.8

Source, AbdulNabt A.M, opcit, p4.

252



Steps should be taken to encourage farmers to make greater use of fertilisers in their
cultivatlon. Inveotrnent ln such experirnents for the pur‘pose of agricultural
development is still d fairly new concept to some governments, and few are properly
equipped to identify the need for such projecte and thereafter to implement them. If it
Is assumed that the use of fertilisers can be regarded as a rough measure of the use of
PUrChased lnputs of’all kinds. Table 4 gives sorne idea of the scope for increasing the use
of such inputs, Although fertiliser consumption in developing countrles 1s very low in
comparison with developed countries, it is expected to increase considerably in the near
future. But even with such an increase, the application of fertiliser per unit of
cultivated area wil] rernaln relatively low. The actual availability of modern Inputs
such as pesticides and fertilisers can, of course, be an tmportant determtnant of
Increased prOductivity On the intematl'nal level, without fertilisers, the present level
of food production throughout the world could not be maintained In many parts of the
world where there 1s insufficient food, fertilisers for crops are cither unavailable or
their supply 15 very limited.

The fastest way to expand the countr's food supply is by treating land and crops
with suitable chemicals The applicatio-i of fertilisers enriches spent soil to such an
extent that it produces more than it did when crops were first sown in it. But adopting
such a policy requires some preliminary steps to achieve the destred level of success if
such a policy is to be promoted throughout the country. In the first place, as well as
fertiisers pesticides should be used against pests thatr ruin crops, as well as poison, to
control vermin which consume stored grain. Plant diseases and voracious insects take

tremendous to]1 everywhere. Even in the developed countries, chemical sprays are in

€ommon use. In the U.S.A. pests and diseases claim more than 20 percent of the annual
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grain crop. In countries where sprays are not widely used losses are often as high as
one third of the entire crop It is estimated that proper chemical treatrnent could give

the entire world an extra 200 million tons of grain a year without reqmring one cxtra
acre under cultivation,30

The National Crusade Project, combining effective pest control with the use of

appropriate fertilisers Would achieve dramatic returns. An obvious example inlraqis -
the success in planting rice in the South of Iraq by the Japanese. where equipment
espectally adapted for use in small fields was introduced. Farming methods were
improved and agriculture modernised, and the applicatlon rate of fertiliser was
Increased, and production increased from 145 pounds per acre of arable land to 270
pounds. If such projects continued in Iraq she might recover her previous position so
that she became as in the past, the main agricultural producer and exporter in Asta to |
other Middle East countries, The transformation of farming operations from their
traditional state to g modern scientific state all of which operate to increase rice output
In East Asian countries 31 |

The problem of how to get the seed to farmers tn time for ‘planttng should also be
consldered. In the early staées the distribution of such matertal to potential ﬁumhaSérS
fay tavolve direct contact with producers or cooperatives. Now that even small-scale
farmers have been made aware of the benefits to be derived from fertilizers, the
adoption of new ldeas, methods and techniques to achieve agricultural productivity and
Income may be readily pursued by individual farmers. It is highly probable that
farmers in the same environment will accept changes at the same tlme With regard tO
the use of fertllizers, the main tasks involved are concerned with forecasting the |
8¢asonal demand for various types of fertiliser and arrangmg rtranSPOI‘t storage
factlities and dlstrlbution and ensuring financing of supplies, encouraglng use on a
wide scale, PTOVidlng demonstrations and offering advice at farm level. As we knowb

fr
om previous discussion, small-scale farming presents a number of problems in the
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agricultural industry. Distribution presents difficulties and there are other problems
such as the high cost of servicing, the existence of a large number of small scattered
markets, and difficulty in obtaining credit, all of which adversely affect many
bustinesses. To reap benefits on a commercial basis, a number of steps should be taken.
Without repeating in detail the possible solutions to some agricultural problems (see
Chapter 3., it may be pointed out briefly that a sound policy requires the government to
take the initial step by distributing through its specialised departments, establishing
special fertilizer organisations as demand increases, arranging for products té be
bought by the Marketing Boards, and supporting integrated development in the form of
cooperative structures,

Willingness to accept modern techniques may require interest, and awareness on
the part of the farmers who will require proof of the satisfaction to be gained through
their use. Persuaston will therefore be necessary before farmers will make a positive
decision for themselves. More fertilizer would be used if the farmers could be convinced
that the additional cost would be justified by increased yields.

With reference to cooperatives, there is a need to consi@er the extent of each farmer's
’“‘°W‘°d§€ and the stage of his farm development before deciding the form of aid which
should be provideq, Moreover, the farmer's own qualities and management ability
should not be overlooked.

The researcher believes that an important principle of the National Crusade
Programme is that sych a pr.ogranune should be carried out throughout the country
wherever possible, by local research and scientific teams to achieve both short and long
term objectives. A short term objective would be to provide the food required to sustain
the rapid growth of the population, and long term objectives would include:

() Taking steps (a) to reduce the present shortage of food caused by the

e the
unsettled conditions whlch affect agricultural production and leav
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' community in a state of uncertainty, and (b) to provide raw material for

-the food industry. i -

Reducing the heavy dependence on imports by increasing the volume of
internal as well as external trade. Concentration on scientific methods
of planting and effective supervision would demonstrate that

cooperatives could prove profitable in farming as in other types of

business.

Providing the traditional provision of incentives and stirnulating the

production of agricultural produce generally, whxeh would encourage
farmers to produce more and persuade others to p’artviclpa.te positively
which would have the effect of reducing the unemployment level. By and
large, this would improve the balance of payments posltlon by reducing
imports or even exporting such surpluses as might become avaﬂable

Ens““ng that support was avaﬂable from the Ministxy of Agricultural

and Agrarian Reform not simply from Universltles or other research

Institutions.

It is difficult to assess the 1rnpaet of government:  intervention on agrlcuyltural

marketing in Iraq since it is not possible to judge accurately how far;the mcreaslng oil
revenues and the governrnent's emphasis on the petroleum industry reddced the amount
of attention paiq by the government to other sectors of the economy, including
agriculture, In fact, the figures provided in Chapter One emphaslsed the govemment s
attention to other sectors while the development of the agricultural sector was slower
than for other sectors of the economy However, National Crusade prOJCCtS were
launched by the govemment at different times, the amount of lending through omclal‘
channels Increased, and the government s participation in agricultural marketing are
all indications of ghe fact that the government recognised the importance of ag”"““““

to the nation and to the economy as a whole. Thus the sub-hypothesis we introduced in
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Chapter One, namely, that the revenue from oil may have led to agriculture being
fgnored at official levels, is not valid. Also, the direct control exercised by the

government of some types of agricultural produced as discussed in Chapter 7 in our case

studies, also weakens the ground for this sub-hypothests.

. 5.6. Possible Solutions of the Problems facing Cooperatives

Government policies for cooperative development must be pi'agmatic and reélistic. To
some extent, government suport for cooperation is a recogmtlon of the fact that many
farms are too small to market effictently as individual units. Organisation and
discipline in the distribution of seed and fertiliser, the provision of credit, ensuring the
rellability of services, even specialisation in productioh - all these offer additional
scope for lricreasing bargaining power, and coopéréﬂve transport and Selnng can lead
to the achievement of long term objectives. A number of steps must be taken at the same
tme and a number of services must work together efliciently if the expected benefits of
change are to be realised. Such steps include the establishment of marketing
organisations that use methods aimed at protecting the interests of buyers and sellers.
The recent success of marketing cooperation among farmers has stemmed from the
Introduction of what are known as producer groupS. These groups share with the
COoperative movement, the basic principle of strength throughv unity. However they
difer in having restricted membership, so that farmers who deliberately fail to fulfil
contracts may be excluded. Because of this, they are not tied to the standards and
performance of the least efficient. The objectives of each groub normally include some
or all of the following: to obtain higher, or more realisiic. stable prices: to maintain or
Increase their share of the market and relieve farmers of their individual marketing
Fesponsibilities; to reduce the cost of providing some marketing services, and to ensure

that marketing efficiency is provided, in short, to be able to exploit all the advantages
of cooperative marketing.32 | |
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Another step which should be taken is to reduce the rate of migration to the city
centres. Migration from rural to urban areas has very marked effects on the
cooperative structure in so far as it weakens the power of cooperative groups, and may
reduce support for cooperatives in the long run. To offset this possibility, credit
Systems should be provided that enable farmers to obtain funds when needed to meet .
product costs and essential consumption requirements. It is also important to
determine exactly which functions will be performed, when organising a cooperative.
The more functions that are involved, the more complex are the tasks of management.
In Iraq, experience shows that the best way to organise a cooperative is around a single
function which is an end in itself, for example, providing machines for harvesting
Instead of attempting to organise too many services simultaneously. The provision of

multi-purpose units at present needs further investigation, and this approach is left for

further study,

Iraq's expertence of the cooperative movement indicates that Iragi farmers are very
responsive towards it when functions, purpose and methods are properly explained to
them. The role of tratning centres in this context is vital. In the capital, Baghdad, only
two agricultural training centres are 1n operation with the collaboration of the FAO.
Many aspects of agricultural development depend on the development of a broad range
of educational Institutions. The eritical problem concerns the need to staff training
centres with a small nucleus of trained personnel, and to convince as many people as
POSSlble that it s necessary to replace the traditional agricultural methods by a more
Systematic structure of rational decision-making. The problem in Iraq is not based on
the farmer's inability to increase production so much as on motivating his desire to do
80 he must be given adequate incentives. The researcher's experience enables him to
make an assessment of the role of the government department responsible for training
farmers ang 1rnprov1ng their knowledge (namely, "The General Establishment For
Tralmng And Advising Farmers") That assessment is not an encouraging one, and ln
evaluating the work of that department, the researcher has found much to criticise. For
¢xample, he found that the improved agricultural samples are distributed by officials
to only 3 few farmers instead of distributing them to a large number to achieve
Maximum benefit, due to the careless attltude of these officials. Above all, the
researcher belleves that a successful programme of training should be accompanied by

farmerg Settlement Programmes, to achieve long term benefits on the one hand, and on
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the other, to reduce the level of migration from rural areas which has an adverse effect
on such training courses. The following statistics support this view. In 1957, the
percentage of people engaged in agriculture who live in the rural areas was 61% of the
total population engaged in this sector, but this percentage declined to 36% in 1983.
This decline represents a high incidence of migration from the rural areas. Between
1956 and 1978, only 6% of the Farmer's Settlement programme had been carried out in

the rural areas. In 1980, only 1,389 houses were built.33 These statistics reflect the

slow implementation of the farmer's Settlement Pregramme proposed by the
“Agricultural Cooperative Council". Thus the cormcil did not serve the interests of its

members particularly in its capacity as the reprsentative and coordinating

organisation for these units, both at the national and international level.

The success of the cooperatives in Iraq has become an important element in the
potential growth of agriculture and hence in the development of the national economy
a3 a whole. A most important requirement is willingness on the part of farmers to
butld up their Organisations and increase their ﬁrefxts thereby affording them access to
technical input. The problem of raising agriculturél productlon to match the
Fequirements of an increasing population may well stem firstly, from a lack of effective
demand and secondly, the difficulty experienced by farmers in attempting to earn
enough from their surplus production to be able to purchase the inputs necessary for
raising their output,34 Efficleht rrxaﬁagement is the key to success. The advantages to
be gatned from large scale prodﬁct&on depend upon a high level of manégertal skill 35

In Iraq, the cooperative nﬁowrerrqerlt was introduced by the government in an attempt
to improve the standard of living of the communlfy but unfortunately, most managers
of these cooperatives have not achleved a degree of progress worth mentioning. Land
reform replaced the feudal owner with an admxnistration lacking loyalty to the village
Community. The result has been faﬂure in many cases, rather than increased efficiency
and Productivity, but 1ts progress has nevertheless been even slower than that of land
rt:dlstrlbutlon

One of the lmtlal requirements for agrlcultural development is the creation of new

Institutions with a new way of thinking, capable of providlng new inputs which are

more effective, Government initiative is again cructal in this context. As a matter of
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urgency, the government having access to tax revenues, should speed up managerial
training and widen the spread of innovation in the agricultural sector. Iraq suffers

from a shortage of skilled manpower, particularly in the agricultural sector where

equipment has consequently remained unused. It is unlikely that any spectacular

progress will be achieved unless the cooperative framework is rooted in the life of the
community and is accepted by the community as part of its heritage and tradition.36

Cooperatives could provide more efficient marketing operations by constructing
large storage facilities very close to the wholesale markets to help members to store
thefr agricultural input such as seeds and to stofe any output surpluses. As cooperatives
usually serve the local market with grain, fruit and vegetables, feeder networks are
essential to improve the distribution process. Such services are largely neglected and
efforts should be intensified at official leve\l to achieve the aim of moving products
easlly from production to consumption areas. Official figures shows that 35% of the
malin roads throughout the country in 1985 are not adequate,37 and it may be assumed
that the road network required to link rural areas with the main roads represents an
even higher percentage. The need for other modern inputs was mentioned in Chapters 2
and 3,

To bring home the advantages derived from cooperative effort and organisation
extension services should be staffed by personnel who are equipped with the knowledge
of how to tmplement improved farming methods, and who also have the knack of
getting such knowledge accepted. It is essential that they should have good
administrative ablity because the real challenge comes when Integrated production
and marketing are constdered. In these circumstances, the constitution of the
organisation becomes an important issue, as does the financial and managerial
Structure. In nearly all aspects of production and marketing, costs can be reduced and
cfliciency Increased through the Judicious use of cooperation. This is not to say,
however, that the Individual farmer should lose his individuality. On the contrary, by
the use of appropriate skilled management, which is a major factor in the struggle for
Improved profitability,

farmers can maintain even more positively their strong

Individualistic position,38 Adequate and appropriate management is very important.
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Lack of it can be constdered one of the major causes of low productivity and other
problems. The researcher believes that in Iraq the success of the cooperative movement
must be based on the trust between government officials and member of the
cooperatives. To avoid any mistrust, government officlals should understand the
Psychology of the village people if they are to gain their confildence. Emotional as well
as logical considerations are Important but this aspect has been completely neglected in
Iraq. Cooperation in agriculture must grow from the ground floor upwards and not
from the penthouse downwards.39 We need more farmers' cooperatives integrating
forwards into agricultural progress.

Government Mmanagement of agriculture in most developing countries is weak,
weaker than that in most other sectors of the economy. This is partly a result of past
attitudes which gave low priority to agriculture. Although attitudes have been
changing, government activities affecting agriculture suffer from insufficient funds,
and a lack of skilled manpower and sound economic policies often militate against
agricultural development. However the Iraql government is at present striving to
overcome the problem of the general shortage of competent managemer}t personnel.

Overall, the most Important requirement apart from the management factor is the
need for the government to devote attention to the integration of urban and rural areas.
The long term solution lies in improving both living conditions in rural areas and
Communications between these areas and the cities. Evidence from various developing
countries support this point of view. In Egypt for example, a combination of better
conditions, the OPportunity to do a creative job, and an increase in the number of
3gricultural graduates has enabled each village cooperative to engage one or more
Managers, 40 T, encourage those people to practice their knowledge on the farm,
Incentives must be given to those working in remote areas or in difficult conditions by

Increasing their monthly wages. Corst,4! referring to working conditions, stated that

Cooperative field staff of all grades have to undertake a great deal of travelling, often
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under difficult conditions, and thetr hours of work are likely to be extremely
Inconvenient and disruptive of a normal home life. This should be recognised by the
grant of travelling allowances at the most generous rate payable for their grade in the
country”,

Increasing productivity tn agriculturé is at least closely related to, if not dependent
uPon increasing productivity in manufacturing.42 Urban workers need food and
Industry needs raw materials. These two requirements provide a market and a
stimulus for better methods of agriculture, which shbuld motivate the peasants to make
the decistons to increase production and the government to invest in public services.
Government intervention in agricultural development and marketing can assume
many forms. Expansion of the services provided by the government can stimulate the
requirements for economie growth. The provision of such facilities has made an
important contribution towards 'the success of cooperative and marketing

Organisations which was the government's original intention (these services are
discussed in g different part of this thesis).

The {dea of a rural-urban integration programme should be given serious

consideration and indeed should be implemented by the Iraql government.
Agricultural graduates are reluctant to work and settle in the rural areas where they
could do useful work, preferring instead to seek employment in government
departments away from active farm business, due to what they regard as the low level of
the social tnvironment in farming areas. This can retard the progress of the rural
community in general, prevent the full ﬁnplementation of govémment projects like the
Nationa] Crusade Programme and even encourage migration. Other steps such as the

Provision of elinge centres, and other social services may help to establish a more

stable ¢conomic balance between rural and urban areas.

It should pe pointed out that government financing for schemes to enhance

Production ang improve the economy and government activities in relation to the
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¢conomy in general, fall into three main categories. First, there is the creation and/or
maintenance of an institutional framework that is conducive to soctal stabllity and
eéconomic progress; second, the general management of the economy; and third, the
Provision of public services and investment particularly for purposes unlikely to be
performed by the private sector. In agriculture, these public services and investments
typlcally include research, technical extension services, the general supervision of the
cooperative sector, and the provision of major parts of the infrastructure.43

We stressed in Chapter 3. that the absence of incentives is one of the problems
affecting agriculture in Iraq. The record of achievement has been marked by certain
fallures because of the lack of appropriate incentives for farmers, a weakness which
constitutes a major drawback suffered by the cooperatives in Iraq, resulting in low
rewards for members of those units. Personal income derived from sale provide an
Important incentive which should not be overlooked. Cooperatives pay in the first
Instance, their debts to the Agricultural Cooperative Bank, and then distribute any
surplus from total sales to their members, and a crucial point emerges here. If a farmer
has recetved suflicient credit he 1§ given a larger proportion, since his output is thereby
greater than that achieved by others, but if he receives less credit, his revenue is much
less and may be trivial compared with what he requires for living expenses or even for
next year's input, although he will receive a new grant for the following season.
Accordingly, when a farmer 1s short of money, little incentive remains and he may
have to tum t 5 Private moneylender. Thus a fairer distribution of credit may be
regarded as necessary to achieve a better distribution of resources. Therefore, in these
¢lrecumstances the amount of credit available to farmers should be based on criteria

which are fair to an,

Each Cooperative has a balance of funds in the Agricultural Cooperative Bank

which is decideq Dy the "General Counctl for Cooperative Farmers” to support it in its

agricultura)] activities within its local region. Any maldistribution of this amount by
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Mmanagement will directly affect its members' activities. Some will benefit and others
will suffer. Those who receive a large proportion of the available money will be better
off and thos who receive less will be correspondingly worse off. The researcher believes
that xmI"’overnerits in the method of allocating credit among members will increase the
degree of competition between farmers, as each one will try to produce more.

Since Iraq was a grain exporting country until 1972, and still exports some
agricultural produce such as dates - a branch of agriculture which is mainly operated by
private farmers - which represent in the latter 57% of the non-oil sector, it is clear that
the role and the contribution of the private section of the agricultural sector is a
Positive one. Farmers in that sector are financially secure and are usually rich, Before
the LR system was introduced, those producers provided the required agricultural input
and services, so that farmers who are now members of cooperatives were at that time
dependent on them, After the LR was implemented coopératives or more precisely, the
central authority, became responsible for providing these necessary inputs and
services. In general, primary production costs, the cost of land preparation, and later,
the transportation cost, were Previously borne by the producers but now responsibility
for these activitieg must be undertaken by the cooperatives or by the central authority.
Thus an obvioug breakdown in the cycle of agricultural activities has taken place. The
Implementation of these functions at the present time is inadequate, but the aim s to
Create a new agricultural system, the establishment of which implies the provision of
modern inputs ang an adequate infrastructure. For example, as we mentioned earlier,
farmers themselyes are responsible for transporting their produce which generally
Involves the use of private transport.

Technology of an Intermediate type such as tractors and harvesting machines is
Tequired by the Iraql farmers. Technology at this level is suited to the need of the
farming COmmunity in Iraq. The researcher bases his opinion on two important facts.

The first fact 1s that technological improvements of this kind were adapted by some
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private farmers or producers years before the LRL was introduced, with widespread
intervention by the government in the marketing and distribution system. These
inputs have been -employed successfully despite the {lliteracy prevailing among
farmers. Thus, the attitudes of farmers are such that these improvements would be
accepted without difficulty. The second fact is that the use of some of these modern
Improvements such as tractors should have been encouraged by the government itself
and the capital resources required have been made widely available. . Thus,
mechanisation could lead to greater prosperity in the future. An urgent need at the
Present time 1s to improve the after sale services to maintain such equipment, as
Teports have indicated that there is a shortage of the necessary services. Table 41 in
Chapter 7 shows that the total number of agricultural machines used by the private
sector only in 1985 increased to 32,774 from 10,280 in 1968.

A comprehensive plan for cooperatives is usually submitted annually by the
“General Council for Cooperative Farmers” (GCCF), detailing the quantities and types of
3gricultural produce that cooperatives should be responsible for in each eara. Thus,
cooperative managements cannot make decisions based solely on their members'
capabllities. These Plans, which are produced at ministerial level,. are based on those
Fequired in the previous year, with the addition of an estimate which may depend on
the new acreage which 1s expected to be planted in the coming year. The researcher
believes that such plans win not be accurate and will not represent the interest of most
of the farmers, Offictals may overestimate the available resourcer and use fnaccurate
figures to impress the authorities. When such plans end in failure and targets are not
achleved. they blame natural causes. The researcher believes that farmers should
Participate in drawing up pPlans and the responsible government departments should
Provide the Coordination required to implement the plans. Decentralisation is cructal
for succcsS_ful Planning, becuase it would give cooperatives the opportunity to explain

thelr difficulties, ang give them the necessary motivation to achieve their objectives. If
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they feel that they have particpated in making the decisions, their morale will be
strengthened. The researcher believes that these advantages are gained through greater
ﬁexxbmty in decision making, and when this happens, two other advantages ensue.
The first is that members may be more active in pursuing the interest of thetr
Cooperative since they have a better understanding of the potential benefits which have
been defined in advanced and approved by a majority of the members of the
cooperative. The second Important benefit is that they will become more loyal to their
Organisation than they are at present and therefore they will remain more attached to
their farm base. This will motivate them to achieve the agreed targets by improving the
quality and increasing the quantity of thetr produce and they will be inspired to work
harder to overcome any obstacles they encounter. Decentralisation measures are
therefore necessary to make cooperatives more effective by tackling the confuston
¢aused by the management problems which characterise their existing structure. The
implementation of such measures does not seem an impossible task in the long run.44
A cooperative structure developed in this way would allow some choice concerning
the crops to be grown, and at the same time, the bureaucratic tendency would be largely
eliminated and 1n the course of time more democratic procedures would be introduced.
Such a change would be in the interest of the nation as a whole and in addition,
cooperatives would be able as a result, to serve not only the national market, but also
Intemnational markets, 1t 1s also important that this change should be achieved under
government supervision, and that cooperatives should not operate independently of
government procedures, for the simple reason that the government can decide the
Country's needs and wants with greater accuracy. For a long time farmers in the North,
Including those who were members of cooperatives, believed that producing wheat was
more profitable than Producing dates or cotton, this view was supported by the fact that
most of Iraq's exports in the past consisted of wheat produced in these areas. Moreover,

farmers in the North region are reluctant to approve or adhere to the central plan



because they are satisfled with their current performance. Their dependence on the
AGricultural Cooperative Credit is less than that of farmers elsewhere, so they can be
independent in deciding which crops they will cultivate, and they choose those which
are more profitable. The loans granted to Northern agricultural cooperatives appear to
Support this view. Table 17 provides the detatls of loans granted in the Northern region
ofIraq In 1983. Total loans to these cooperatives in that region amounted to ID703,707
or 0.09% of the bank loans borrowed by all cooperatives whereas the private sector's
share of loans in the same region was D1 913,575 or 13% of all bank loans to private
farmers. These ﬂgures show that private farmers are richer than those in the
cooperatives, or even in the private sector in the country as a whole, As a result, they
have greater lndependence

The annual plan specified the kind of crops to be produced and the areas to be
cultivated. The number of cooperatives or members are not 1mportant as their
actlvities are restricted by the amount of credit allocated Thcreforc cooperatives in
each region will have to carry on thelr activities 1rrespect1ve of thelr number or size. In
¢ach governorate, cooperatives are mforrned by the appropriate department about the
detalls of the annua] plan relating to then- own region. Each cooperative has to achieve
Ms target using the resources that are available. As far as marketing information is
concerned, they are told only about the quantitite they have to produce, but they receive
no information about market demand, estimated prices or imports or exports, and
therefore they have no 1dea concerning what their return will be. Again, in the case of
Private farmers, the majority of whom are in debt to moneylenders, their decision
concerning which Crop to cultivate will be based on the previous year's crop prices and
In most cases, in the process of decision-making, they will ignore what they are
8upposed to Cultivate, But a farmer may produce a particular product which has a

shorter growing season, without affecting his final decision to produce a crop that

brough high prices 1n the previous year. For example, a farmer may produce large beans
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Table 17:

Distribution of Agricultural Loans In the Northern Region in 1983, (ID)

Branch Coﬁgi}am th Prw)\?;eo_lfoam Amm{’rgmmglobgf“ Amount Toml‘llo of | Amount

Transac © | Loans Tran. | Loans Tran. | Loans Tran. | Loans
Duhook | 11 | 358465| 104 367749 115 | 726214
Zakho 6 | 78155 | 51 >163144 57 | 241299
Sersank 1 3180 5 22700 | 1 6. 25880
Arbil 2 4250 144 615878 | 146 | 620128
Shaglawa | - - ‘ 29 | 116184 29 116184
Makhmoor| - . 67 123190 o 67 123190
Sulymanta| 10 37673 120 | 302530 | . 130 | 340203
Jamjama] | 9 3570 26 | 80100 28 | 83670
Halaba |7 218414 a1 | 122100 | 48 | 340514
SubTotal | 39 | 703707 | sg7 1013575 |- | - 626 | 2617282
Total 450 | 7914682 4147 | 152179957 220500{ - 4604 | 23353177
% of Total 0.09 ‘ 113

' " Source: ACB, Annual Report, 1985.
N.Bt, The Institutional Loans was endowed by other Branches. ;
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Previous to cultivating wheat. But this decision will not reduce the shortage of the first
item, namely large beans, because his main objective was not to grow beans.

On the other hand, the moneylender is very anxlous to keep farmers from knowing
what IS happening in the market. Further, he may ask farmers to produce particular
Crops, namely those which are likely to produce the greatest amount of profit. Thus, all
farmers know about is the quantity required of specific produce, nothing about
intermediaries’ profits prices, consumer wants and consumer behaviour. As mentioned
in Chapter 3, the Inadequacies of the communication network helps to prevent the
farmer from discovering exactly what.is going on in the market.

In general, sellers and consumers have a common interest in the need to have access
to market tinformation. Buyers are concerned about the quality and prices of products
whereas the sellers need inforamtion .about possible purchases and whether products
will be available at the right time, place, and price. In Iraq, this kind of information is
known by wholesalers and middlemen, whereas farmers know very little about it,
Moreover, such information is not accurate enough for planning their subsequent
actlvities. All these factors have an adverse effect on the domestic market, and prevent
farmers from making decisions which will enable them to improve their level of
Production. Farmers' knowledge of pricing 1s restricted to offictal announcements, but
they know nothing about price variations, for which as we know, there are many
Teasons such as certain factors affecting the domestic price, e.g. product quality or the
long distances between produétion and consumption areas.

Marketing information, then, is vital for farmers to enable them to make decisions
relating to their future activities. When such information is reasonably accurate, it
Wil be-of assistance not only to farmers but also to the authorities as well, by helping
offictals to make decisions in drawing up the plans concerning imports of agricultural
Produce. Further, inaccurate information adversely affects the people's interests. For

¢xample, 1n 1980 when avaflable information indicated that Iraq would be self-
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suflictent in grains. the government was later forced to buy these staple products at
unusually high prices to ensure that the country had adequate supplies. In the
developed countries, there is a wide variety of sources of market information available
to people involved in the agricultural industry. In the British agricultural industry, for
example, there is a wide range of official sources, such as the Ministry of Agriculture
and Fisherles, and various food publications, and iﬁformation is also provided by
bodies such as Marketing Boards. There are also many semi-official sources such as the
Press, radio and television and commercial bank publications, as well as unofficial
sources such as reports by university departments. Consequently, farmers in
developed countries have access to a large number of information sources. In Iraq, the
situation is far from satisfactory. We have already mentioned that farmers for
cxample, only know the selling price of their produce when they come to the wholesale
market to dispose of it. In fact, information about prices is withheld from farmers to
ensure that the produce iwﬂl go through the official channel and not elsewhere.
Information 1s avaplable from the official sources such as the press, radlo and
television. Prices which are determined at official level by the Ministry of Agriculture
and Agrarian Reform are announced daily through these services. The researcher
believes that prices are announced mostly for the benefit of consumers rather than
farmers. This 1s done to inform consumers of the different products avatlable in the
local market rather than to help farmers. The researcher's opinion is based on two
important facts. Firstly, the farmer knows the prices at the time of selling and not
before, Therefore, if he does not regard the official price list as satisfactory, he must
either incur extra costs in taking his produce to another market or sell it by some other
means, Secondly, the farmer does not know the prices of similar products in other

wholesale markets. If he did have such information, he would be inclined to dispose of
his product in a different way.
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What is needed concerning prices is to take steps to ensure that the agngultural
Sector prodces what s needed, so that prices will be known in advance and production
Programmes can thereby be adjusted with reference to price. - Information about prices
should be sufficiently clear to allow farmers to apply this information to their own
situation.43 When the level of tlliteracy among farmers 1s as high as 70%, newspapers
would not provide an effective method of communication, although one might argue
that the remaining 30% could tnform the others. In addition, the ineffectiveness of this
section of the media may not be very important, since radio broadcasts reach most
People nowadays, and this medium is more informative than the newspaper. In any
case, farmers should be able to benefit from the provision of the type of information
which can help them to make decisions about their future business activities.

It 1s reasonable to assume that prices for farmers, producers and consumers are fair
when they are at a level which enables an appropriate quality of produce to be available
In the market for 3 longer period of time. Prices are fair for consumers immediately
after the harvest time, but not for farmers who are obliged to sell their produce at low
prices at that time to allow them to make loan repayments. In this context, it is also
fair when price during the off-season are not subject to marked fluctuations, from the
CONSUMET's point of view there are considerable differences between market places,
because of the cost tnvolved in the storage and transport of produce by farmers. As a
final consumer, the researcher does not wish to pay low prices for a particular product -
espectally if it 1s part of his detly diet - during a short period of time, and then be
Tequired to pay high Prices for a long period thereafter. In fact the high prices cancel
the economic benefit which is enjoyed for only a short period immediately after
ha“’eStmg Falrer prices could be achieved through a good marketing system by means
of which when the availability of produce is flexible, price variations would be less

marked. In this way, market prices would represent a balance between consumers

needs and the neeq to provide an adequate return to farmers. -
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In the researcher's opinion, one of the prerequisites for a successful cooperation in
Iraq, 18 that altruism should replace self interest. Altruism is the sacrifice by members
of their own interests in the short term in order to achieve greatest benefit for all in the
long run. In other words, what is required is loyalty to the cooperative movement, even
if it conflicts with the personal interests of individuals. By and large, the aim is to
achieve individual and collective benefits at the same time. Since this aim will
probably be Mmeasured in terms of profit or cash in the long run, it is therefore necessary
to adopt a commercial approach. Thus logleally a cooperative's management should
make its decisions on the basis of the benefits and costs associated with each member's
farm.

As we mentioned above, the cooperative movement was introduced by the
goverment in an attemptt to improve the standard of living of the community, but
unfortunately most Mmanagers of these units have not achieved any progress worth
mentioning. The result has been fatlure in many cases rather than increased efficiency
and productivity,

In fact. flliteracy and the farmers' lack of business experience were other deterrents
2galns the success of the cooperative movement. These features are a characteristic of
most of the developing countries (see Chapter3). Herbert46 observed this characteristic
in Tanzania anq stated that "The fact that relatively few farmers are literate in the
generally accepted sense and still fewer have had business experience makes it
extremely difficult for the members or patrons of cooperatives to comprehend the
Purpose of the cooperatives and their methods of operation to say nothing of their
actual participation in management"”,

The low standard of education in the farming community, and inability to
understand the benefits of joining a cooperative, give farmers a narrow-minded
approach and leaq them to regard the repayment of government loans as being of little

Importance, Thyg point is underlined by the fact that only a small percentage of loan
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Tepayments are honoured, and action must be taken by the 'ACB' against the farmers
concerned. Thus farmers are ill-informed so that many of them regard cooperatives as
being run by government officials whose function s to exploit them. Hough,47 stressed
this point when he stated that frankness in propoganda is crucial for achieving sucdess
by cooperatives. His comment on this was, "Frankness in propoganda is absolutely
necessary. To encourage ignorant villagers, for example, to accept unlimited liability
without explaining its full significance and the risk they run falls from the point of
view of moral, if not of legal responsbibility, not far short of criminal breach of trust.

Those who paint only the bright side of the picture to prospective cooperators do them a
grave disservice",

5.7. Credit Introduction

Credit 1s generally regarded as the most cructal factor affecting agricultural activities
in both developed andg developing countries. Despite the fact that lapd is freely
avatlable for production purposes, the agncultural sector in general achieves only a low
level of production, Credit has thus become an essential factor, especially in the
developing countries Including Iraq. Moreover, it has an effect on the marketing
System, because credit for marketing purposes is restricted, despite the government's
concern to improve farmers' standard of living. If more resources were devoted to
marketing agriculture generally, this would lead eventually to an improvement in the
conditions farmers experience, and their general welfare. The practice of selling the
€7OP In advance ts pursued in most developtng countries, though the method of dotng so
may differ from Country to country. The crop may lbe sold to a moneylender before or
after the harvest, 1n either case, the result is the same for the farmer in terms of
finance. By methods are practised in Iraq, the latter being more common, and the
disposal of the Produce becomes the responsibility of the moneylender. Some

€conomists believe that the practice of selling the produce to the lender in advance
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arises from the indebtedness of farmers to the moneylenders which create a form of
non-ownership integration between the marketing agency and the agricultural
enterprise and this integration restricts the farmer's freedom and his ability to sell his
products at high prices. The result is the creation of monopoly conditions in the
agricultural market.48 On the other hand, other economists disagree, arguing that the
farmer has a wider choice of credit since there are many mone'yle_nders.“9

Despite these Opposing views concerning the effect of credit on the farmes' activities,
the main objective should be to eliminate such practices in areas where they do exist
and to make credit easily available to farmers so that they can take a more active part
in the production process. This would result in an increase in the ratio of capital to
labour,

Within this context, it 1s appropriate to explain why farmers might accept poor
terms from one moneylender when another lender operating in the same region may
offer better terms. Basically, farmers who are able to rebay their debts are in a position
to sell their produce at the highest price. But most borrowers, however, are in a state of
chronic indebtedness and are unable to repay their debts after harvesting. Their
production or their Property is therefore mortgaged as collateral to the lenders. For
loans made 3galnst this collateral, interest rates have generally ranged from 25% to
45% per annurh. Or even higher. Under another form of credit, the usufructuary, the
creditor requires the right to the crop and markets it himself during the duration of the
mortgage, which may be a period of several years. The effect on productivity is
obviously an unfavourable one, since neither the borrower nor the lender has any
interest in Improving or matntaining the condition of the crops. ' Farmers who have
nothing to offer ag collateral to cover their debts are continually refused loans. Even

When they are able to borrow, they are usually unable to improve the overall financial

Position becayge they find it difficult to balance their expenses against their income.
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The flexibility of the moneylender and his willingness to take risks encourages
farmers to borrow even though they may be already in debt. This only serves to
exacerbate the situation even more. This prolonged circle of indebtedness increases the
farmer's need for credit to support himself and his family, and when he has nothing to
sell, he finds that he is unable to borrow from sources other than that lender to whom
heis already in debt. New lenders néed time to know the newcomer and are therefore
too reluctant to accept the additional risks involved in new transactions. Thus, in this
favourable situation, the lender is able to buy the products at low prices, with only
perhaps a small proportion left for the farmer, and most of the profit is gained by the
lender. 1If a proportion of the crop remains outwith the terms of the collateral
agreement, the farmer himself may be free to sell it at a high price, but in practice he
will sell to the money lenders as relationship between them is so close. In general, the
prices paid for Products bought in advance differ from one transaction to another
depending on a number of factors such as the amount and importance of the produce,
the extent to which credit is needed, much trust is placed in the lenders by the farmers.

The marketing system in Iraq is characterised by the absence of uniform prices,
since transactions take place on the spot market. The multiplicity of prices resulting
from the varying quality of certain commodities in the market-place, also influenced

by farmers financial indebtedness which as we have seen, restricts the producers'

choice concerning the marketing of his produce.

5.7.1 Credit Importance

Credit 1s erycia) for poor farmers either as a source of income or as a means of
Increasing productivity but access to credit does not by itself solve these problems. To
bring about effective changes In rural enditions, the credit programme should be closely
related to the provision of farm inputs, extension, marketing services and above all, to

the need for Price stabilisation. The latter will be referred to again in the next chapter.
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As mentioned above, farmers need credit for consumption, production and marketing
agricultural produce. Our next discussion will concentrate on credit for consumption
and credit for production which represent a much greater proportion than marketing of

the credit required, although marketing will be mentioned where necessary.

5.7.2 Credit for Consumption

Consumption needs represent one element affecting the demand for credit. - Most
farmers need enough to support their families from their production activities, and the
extent to Wwhich this 1s achieved is a crucial determinant of the level of credit required
In the rural areas. When productivity is low, most farmers wul consequently live at or
below subsistence leve], Weber argued that with the rapid growth of population, the
number of dependents per family and socto-cultural forces cause poor farmers to adopt
consumption patterns which their level of income cannot maintain, a situation which
exists in nﬁost developing countries including Iraq. Accordingly, the need for relatively
high expenditure results in spending ahd hence a low level of savings which leads to a
viclous circle of poverty’, so that low levels of income are perpetuated. Professor
Abbott, in line with what was mentioned earlier, stated that this situation is aggravated
BY the chronic indebtedness of the farmers who are forced to sel produce at low prices
and consequently suffer a reduction in income.5! These enforced sales are known as

‘hunger sales', Thus, what is requiredis an organisation which will provide credit to

cover day-to-day expenses. Interest rates are high because of farmers' dependence on -
one source of credit and also because of a general lack of competitiveness. As a result,
farmers are condemned Permanently to live in the 'viclous circle of poverty'. - In Iraq in
1988, it was found that 929 of rural income was spent on consumption each month (see
Table 18). Tn an areq where most farmers live at or below subsistence level, any idea of

€apltal accumulation through savings must seem out of the question. As the

government guarantees prices for agricultural products such as major food grains and
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Table 18:
Monthly Expenditure On main Kind of Expenditure by reglon. 1985

(Percentage).
Reglon Food | Tobaco | Clothe Fumt- | Fud Trans . Recrea{Medical| Others | Total
Stuffs & &.shoess !ur’e.’1 & g‘ort&. tion & Care Experce
Alcohol Energy raffic Educa-
tion
Urban

Northern | 445| 24 | 119 | 47 | 242 | 58 | 11 16 | 3.8 | 1000

Middle | 493| 14 | g7 58 | 202 | 56 |11 |21 | 50 | 1000

Southern | 48.1| 16 7.5 5.2 28.2 4.1 08 1.2 3.4 100.0

Baghdad | 38.1| 18 | 96 60 | 326 | 58 |08 |20 | 31 | 1000

All region | 43.1 1.8 9.5
Rura]

Northern 53.1} 3.2

5.6 28.4 5.4 0.9 1.8 3.5 100.0

168 | 79 | 41 | o1 |10 |19 | 30| 1000

Middle 536 3.4 | 106 | 60 113 | 82 |07 |20 | 45| 1000

Southern 50.4| 2.8

11.1 6.7 10.6 15.2 03 1.6 14 100.0
Baghdad | s1.5| ;g |

144 | 64 5.3 8.8 3.9 29 | 49 100.0
All region | 52,5| 30 | 12.9

67 | 84 | 100|110 |19 | 34| 1000
Source: The Ministry of Planning, Annual Report, 1985.
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dates, the monopoly possessed by the middlement decreases and there is less impact on
producers' prices, but little benefit to farmers, because they are in debt to moneylenders.
Also this may be due to the prevailing system of credit, therefore the farmer may not be
able to.cscape from the circle of poverty by means of economic improvements in the
agricultural sector.

Some economists think that the tnability of farmers to recover economically is due
to their own tgnorance and their over-generous social behaviour. Social factors such as
marriage and festivals are alleged to be the reason why there is a demand for _rurgl
credit. The researcher's comment ori this ﬁew 1s that although such expenditures may
be unavoidable, it s difflcult to establish how many people borrow for such PUTPOSCS
Moreover, since it is the custom for each farmer to repay the favours he receives on such
soctal occastons, the total social effect on his financial situation is negligible.

An increase in the standard of living of the rural community can only be achieved
through income redlstributlon policies, regardless of any monopoly of credit which
may or may not exist. Any credit policy should be accompanied by policies that will
reduce the traditional uncertainties in farmmg which agriculture as a Wh°1° has to

ces and
accept, for example by granting production subsidies aimed at stabmslng pri
incomes,

5.7.3 Credit for Production

Credit for production purposes is another feature of rural credlt needs Credit to assist
the production Process usually covers only short-!term outlays. includmg the purchase
of fertilizers ang Pesticides and payment for labour services. The Iraql government is
Particularly interesteq In expanding this particular type of credit. Misuse of such

mmon
Credit, however takes the form of defaulting on repayments this being aco
P"aCtlce in developing countries,
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The farmer generally uttlises this type of credit to produce something he is famﬂlar
With simply because there is a risk in undertaking the cultivation of a new variety
because of insufficient knowledge concerning the suitability of that variety for the
Particular area.52 In all cases, however, agricultural productivity can be increased by
introduucing better methods of cultivation or undertaking the risk of introducing some

form of innovation normally ignored by farmers using a more traditional approach.
The Lending Sources:

In general, borrowing takes place through two channels. The unofficial channel,
Le.private lenders, anq thel ofﬁclal channel which is operated by the appropriate

government department The following dlsCussion brieﬂy explains the important

positive and negative aspects of both sources.

5.8, The Prlva‘te' Lenders

Farmers borrow from unoffictal or unorganlsed channels. includlng friends, relatives,
merchnats and money lenders, these being the common sources of Pprivate funds, The
loan termg can vary greatly. and farmers regard moncylenders as the final resort.
Credit which is extended by family and friends has become increasingly lmportant It
I3 soctally unacceptable under Quranic Law to charge lnterest on money borrowed.
Such transactiong are usually viewed as a favour later to be returned in the form of
moral or physical help on family or social occasions such as mariagc. {llness or
bereavement, This s‘tatemen.t is linked with our earlier reference to the connection
between credit and social festivals, In general private lenders play an lmportant role
in many de"‘ﬂoping countries, especially in the vﬂlage economy |

Obtalmng credit from merchants and moneylenders has become a regular practice
by farmers in every province. taking the form of the advance sale of specified amount of

3 Crop at a given price which Incorporates interest charges. The price offered 1s usually

very low Compared with prevailing prices. There ls a strong element of unfairness in
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such transactions since the price differential can range from 50% to 80%. The price
offered depends fo a great extent lupon the product's mipc;rtance in the local market, and
the risk of market price fluctuations. For example, as we shall see in a later chapter, the
Iraql government authorised the GEMG (see Marketing of Grain) to buy farmers’
produce at fixed prices. This measure of price control reduces risk in respect of
agricultural products, consequéntly interest rates should be lower. Interest rates
should also be considerably reduced if a loan is arranged shortly before harvesting
time, ” | |

Usually loans are repaid in the form of farm products, according to the market
prices at the time of harvesting. The lender is prepared to accept other agricultural
products or even to postpone repayment until the following season ffa particular crop
s tnadequate, Bérgaining power is certainly weakened in this situation, due to a need
to meet production, consumption, marketing and other costs. With the circle of poverty
continuously affecting farmers tn recesston periods, the lender becomes more powerful,
and sometimes works against the farmers' wishes, since with high interest rates, the
lenders' monopolistic power increases, Accordingly, farmers can be forced to sell their
produce at even lower prices. As we shall see in the next Chapter, when the produce
could otherwise command a high price, the result will be that the farmers are left with
little to survive on, Moreover, this cycle of borrowing by and large results in continued
Indebtedness on the part of farmers, consolidating lenders' monopolistic position,
especially since soctal barriers help them to prevent outsiders from entering this sector
of trade. The quay credit system parallels duality in the market structure. It could be
argued that the rellance of farmers on private sources arises from the lack of an

eective systcm of credit from government sources. The latter point will be referred to
again in the next subsection. ’ |



$.9.
5.9.1

Official Channel of Credit in Iraq
The Agricultural Cooperative Bank (ACB)

A study of ACB loans in 1981 shows that there are two kinds of loans available to
farmers. The first is for private producers or farmers, and the other is for farmers who
are members of cooperatives. The interest rate required to be paid by cooperative
members is half of ‘thét réquired of privéte farmers. Loahs to the latter are mostly
Supervised by the Bank and are pald in two or three instalments during which stages the
farmer must demonstrate to Bank officials that the loan has been devoted to
agricultural Purposes Loans are granted after the farmer's credit worthiness has been
checked and approved, Thus the loans supervised in this way are more productive, and
the misuse of credit facilities by borrowers is reduced. The researcher believes that it Is
vital to employ the same procedure for loans given to cooperatives. Such a step is even
more important than providing material inputs instead of cash as part of the total loan
Fequirements. This point will be referred to again later.

Although a number of orgamsations can provide loans within the Iraqi financtal
system, only the ACB s authorised to provide loans to farmers on condition that such

loans are devoted to agricultural activities.

The establishment of the ACB was a major factor lnﬂuencmg the level of Iraql
agriculture. Indeed, it becomes the principal means of supporting the agricultural
sector and must continue to play that role if .agriculturc in Iraq is to develop further.
The government has atteinpted to provtdé farmers with credit on more reasonable
terms through this officia] channel. It was established in 1963 to make CTCdit avallable
for both the private ang cooperative sectors of agrlculture At the present time, the ACB
grants loans withoyt Providing borrowers with techmcal and economic advice, slmply
keeping records of loan accounts. The system is operaﬁed by 47 branches throughout the
country, It first began operating with a capital of ID6 milllon this figure had risen to
ID150 million ir, 1982. Its assets and funds are guaranted by the government. and it has
become the mmost important government credit tnstitution in the rural areas, Table 19

shows the amoun¢ of loans since the establishment of this institution.

281



Table 19:

The Development of Loans (ID Million)

The Period Total Lendingé
1936-1967 18

1968 - 1979 | 114

1980 - 1985 448

Source : ACB, Annual Report, 1985.

The agricultural loans tn general could be classified in three terms, according to the
length of the loand. The long term loans last for more than ten years, and are given to
the cooperatives for infrastructural constructions and for wealthy private sector
farmers, The medlum term loans last for between one up to five years and are made to
both cooperatives and private farmers to cover. for exarnple. buying rnachinery Short
term loans, usually for one year and not two years except in special cases, and
normally used to relieve cash flow problems and for produce growing on a seasonal
basis, like Vegétables and grains. Small farmers and the pi‘ivate sector in general have
a large proportion of such loans, usually used for purchases of current inputs such as
improved seeds ang fertilizers. Each year the bank addressed by a lending plan from the
Ministry of Agriculture and Agrarian Reform reviews the governmcnt credit policy
which determines the terms of loan conditions.

With reference to the purposes for which loans are granted, we find that most of
them have been given to pfow‘/ide agricultural inputs to buy machines, to assist in
horticultura] development, the development of animal husbandry, while none have
been given for marketing. In Iraq, the law prohibits the granting of any credit for the
marketing of products.53 The farmer has to assume full responstbility for this
function, This, of course, has an impact on borrowirig practices. Sincer farmers'

savings are limited, they ~are forced to borrow at high interest rates to pay for

distr tbuting or marketing their produce and for clearing their land after the harvest.
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That is why we pointed out earlier that private lenders have an important role to
Play, since by their personal contact, they know the farmers' needs and have a '
comprehensive knowledge of those borrowers limitations. Thus we can say that
lenders have 3 monopoly over the supply of c.redit in a particular region and this
prevents the farmers from enjoying the benefits of competition. Even when there may
be more than one lender, they can collaborate with each other, forming a kind of
oligopoly and agree to maintain high interest rates. Within such a system, lenders in
the rural areas are linked with those in the citles. It is not to be expected that farmers
Wil eastly overcome this system or be able to repay within a short period. A successful
economy in the long run 1s one which enables farmers to repay their loans and this can
be achteved through the implementation of certain administrative measures which
could solve the above mentioned problems, leaviné producers with no alternative but to
depend on unofficial channels to satisfy their needs s a clear indication of the

fundamental weakness of the credit system which stems from failure to recognise and

estimate the farmers' various credit needs.

During the researcher's nterviews with offictals n the Ministry of Agriculture and
Agrarian Reform, an tmportant point emerged which the researcher believes is one
factor contributing to the failure of the cfedlt system. Those officials were aware that
farmers deliver their produce to private agents rather than to officially approved
representatives, Through their experience and their contact with these farmers, they
realise that their Indebtedness is partly caused by the unequal dlst;ibuudn of credit
when €00peratives borrow from their members. This inequality results from the
Concentration of poliflcal and econofnic power in the hands of larger farmer or
influencia) mernbers. which enables them to have credit allocated in their favour.
Those latter farmers are regarded as credltworthy, and the degree of credit worthiness,

being relateq to borrowers assets, depends on the stage of agricultural development

reached by a country and on the associated short and long term credit structure.54 In
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this context, effective organisation and administration of cooperatives ls crucial to
their viablllty that is, farmers must be fully involved in provlding support for social or

political causes, Otherwise. such organisations will be inefficient and their progress

insignificant. The researcher believes that such weaknesses may be due to inadequate

offictal supervision and guidance and the excesssive political lnfluence possessed by a

small number of powerful members. Consequently. the performance of the exlstlng

Cooperatives has been a disincentive in moblllslng partlcipatlon by the farmers or

keeping them loyal to cooperative activities.

With reference to cooperatlve success in terms of providing credit. the willingness of
farmers to Participate will increase when cooperative management through more
efficient handling of their finances, succeeds in curtaillng the power of the
moneylenders by reducing farmers' dependence on them. ,

Since Iraq is not a poor country. the problem of credit is not that there 1s a shortage
of capital but rather that access to it is difficult. Farmers who are unable to provide
collateral to guarantee the repayment of thetr loans are unable to take advantage of
offers by the bank to provide them with commercial loans The criterion of credit
worthiness, produces a bias against the poor, a group which comprlses most of the
small farmers, anq rin favour of larée farmers. So a large proportion of farmers are in a
weak position, which forces them to borrow from private sources. Although no offictal
records are maintained regardlng the volume of such loans from prlvate sources, the
writer believes that about 70% of rural farmers have been obliged to turn to unofficial
charmels Which cater for abour 48% or total loan requirements this percentage being
based on the annual arnount of credtt made available during the last five years. That
percentage c0uld be ‘Treduced to a half if proper borrowing and credit factllucs were’
administereq emciently There is conslderable need for developlng flexble procedures
for creqit dlstrtbution if a credit policy is to be lmplemented in order to break the

viclous circle of indebtedness, Some of the measures required 1 were mentioned In
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Section One, but here it must be euiphasised that there is not only considerable scope

but a significant need for improving income levels by extending credit The required
Increase in cash flow can only be made available by improving the varlous credit-
related agricultura] policies.55

Most fahneré are faced with the high cost of borrowing from the official sources,
along procedure being involved in each borrdwing transaction. This has been
calculated by the researcher to include thirty different steps. so it takes up a
considerable Period of time. The situation becomes even more complicated since most
farmers are najve and {lliterate. If the credit requested is not be wholly devoted to
agrlcultural purposes, the application will be refused. The problem of providing
adequate credit to meet farmers' needs is one that will persist. Farmers may
desperately need more capital but do not have the necessary security to obtain loans or
the means to rep‘ay them.58 In this context, the researcher believes that what 1s
required by the Iraqt agricultural community is the provision of credit in the form of
matertal tnputs rather in the form of cash. This would help to ensure a careful
examination ang adequate supervision of the use of credit by most farmers, to a greater
extent than is customary within the existing credit programme, and reduce the need for
sanctions relating to the misuse of credit or defaulting on repayments. This policy
would help to develop an efficient agricultural credit system, the organisation and
implementation of which would be made more effective.

Stnce the 1950's, governments have recognised the importance of credit and the
need to replace Informal sources with formal credit orgamsatlons But the coopel‘ati"es
and the ACB have had no significant effect on interest rates outside the area in which
they operate, There 1s hardly any inter-village movement of capital. Consequently,
any reduction in Interest rates does not usually spread outwith the region. What is
Needed is for the public sector to establish credit organisations in every region, thus
making the creqs structure more uniform. The restricted bureaucratic structure, with

its Centralisation of declsion-maklng. is 111 equipped for this task. Moreover, a
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requirement for receiving credit is a proof of ownership or of security of land tenure. In
most cases, this requirement works against the small farmer and Is very frustrating. 57
In Iraq, more than 30% of farmers' needs are met by bank loans.58 Thus the banking
System tends for the most part to support the wealthy rather than the poor farmers.
Thus, due to an insufficient supply of credit, the level of defaulting by the latter tends to
be high. Table 20 shows loans obtained by sectors from 1981 to 1985. The loans granted
to cooperatives only are shown in Table 21. Overall, loans increased from ID2 million
in 1969 to ID98 million in 1982 whereas loans to cooperatives Increased from
ID316.000 to ID21.5 million during the same period. The variation in the loans shown
in the twb Tables was due to the circumstances then prevailing in Iraq. Almost one
third of the total sum went to the cooperative sector. Both Tables shows the amount of
loans distributed between 1969 and 1985 increased at least twenty-fold. Appendix 2

atthe end of this thests, "shows the value and conditions of loans to individual farmers

Table 20:

| To
Amounts of loans Paid By The Agricultural Cooperative Bank
The Agricultural Cooperatives By Type 1981 - 1983 (ID Million).

Purpose

The Year

1981 1982 1983 1984 1985
Agricultural supply| 20.0 10.0 7.0 » 17.0 16.0
Machinery Services| 1.0 1.0 0.5 0.6 0.0
Poultry 71.0 42.0 8.0 18.0 15.0
Agricultural 74.0 32.0 40 2.5 110 -
Machines
Orchards 17.5 11.0 3.0 2.0 6.0
Development
Bullding anq 0.0 0.0 0.0 0.0 0.0
Structure
_Oiher Purposes 2.0 2.0 0.8 25 5.0
Total 185.5 98.0 23.3 42.6 53.0

Source: ACB, Annual Report 1985.
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Table 21:

Amount of Loans Pald By The Agricultural Cooperative Bank By Type
1968 - 1983 (ID Million).

Year Private Cooperative| Government] Ortented | Total
Loans Loans Institutions |Loans
1968 1.6 0.3 - 0.1 2.0
1969 1.1 0.7 . 02 |20
1970 0.8 1.7 0.3 0.2 3.0
1971 0.9 2.0 -  joa 3.0
1972 0.9 2.6 0.2 o 3.8
1973 1.0 5.0 K 0.0 6.0
1974 1.3 4.0 . 0.0 5.3
1975 1.0 6.0 . 0.0 7.0
1976 1.0 10.0 2.0 0.0 14.0
1977 1.1 11.0 1.0 . - lsa
1978 1.0 16.0 4.0 - 21.0
1979 2.0 21.0 8.5 . 31.5
1980 59.0 24.0 15.0 - 98.0
1981 148.0 28.0 9.0 . 185.0
1982 75.0 21.0 2.0 - 98.0
Source:

Ministry of Agriculture & Agrarian Reform, 1983.
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Table 22:

Total
Amounts | Percentage Amounts
o Bt R v S
Plans
— % 1.0 7.0
Cooperative Peasant Societies 11.5 .6-0 .52 s .
Socleties Spec. in Prod chickens 6.3 . . A . .
Feeder Socleties 7.0 0.5 46% 00 0.5
Amount Drawn By Soc On Acc of 1.5 J
Previous Plans. 6.5 26% 1.0 75
Subtotal Spent on Cooperatives 26.0 . o
% - - v
State Agricultural Enterprise - 0.6 0.1 22
Albughrain . -
State Agricultural Enterprise 0.3 -
Musayab - X .
Agricultural Body In Babylon 0.5 -
Babylon 0.3 204 0.3
Adricultural Body In 2.0 .
Nineveh Lo o1
ricultural Body In : \
cﬁssan y 0.3 0.1 4%
Agricultural Body In 0.0 - 3
Salahuddin . -
Agricultural Body In 0.1 -
Thiqar ' i -
Agricultural Body In 0.0 .
Arbil : - . .
Agricultural Body In . - ,
Duhok y ‘ ) i 0.1 0.1
Agricultural Body In 1.0 -
Altaamem ‘ . 0.1 0.1
Agricultural Body In Deyala . : * o
o - 0.1 :
ﬂ)-total Spent on Organisation 7.0 0.0 2% —
Sub-total Spent on Individual 30.0 15.0 51% . —
Total 63.0 22.0 35% 13 23.

Source, ACB, Annual Report, 1983
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and cooperatives during 1983. The total mount of loans reached over ID23 million that
year,

Table 22 shows the distribution of credit allocations, the amounts withdrawn and
the withdrawal percentage by various government departments and administrations
for different agricultural purposes in 1983, These figures are the latest statistics issued
during the period of the researcher's visit. They reveal a low percentage of withdrawals
from the total amount allocated, an amount which did not exceed 39% in that year, as
against 51% in 1978. Most of the department parties concerned recorded a low number
of withdrawals, Cooperatives and private farmers recorded high percentages, namely
46% and 51% respectively in the year under discussion. Two important reasons
acccount for this decﬁne in the withdrawal percentage. The researcher believes that the
lack of coordination between the relevant government departments in the agricultural
sector s the most crucial factor underlying this phenomenon. This means that since
these departments make thelir dec!sions separately without reference to the others
Involved, the implementation of certaln projects is adverselely affected and the
materials required for some projects have not been available. The second reason.
which follows from the knrst. rls the tnadequate planning and the inaccurate assessment
of the actual project requirements, which are likely to happen when the decision-
making process is centralized, Thus each department works on its own with no attempt
at the Necessary collaboration betWeén the parties concerned which would hgve the
effect of reducing administrative costs and achieving targets more quickly and with
less effort. When targets are not achieved after the money has been spent improperly,
¢ach department claims that it carried out the work satisfactorily.

The Percentage which borrowers had to repay has been too low for a considerable
Perlod and this percentage has declined during the last five years, not because of the
prevatling conditions, but because of general defects in the marketing system. The

researcher bases his opinion concerning the latter point on avallable statistics. For
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example, both the amount of loans and the defaulting rate between 1966 and 1970
increased. Both the number of transactions and the value of loans increased more than
the seven-fold over that period, while the defaulting rate increased from 1% to 20%.
There are no signs that this tendency has decreased since then, indeed, in 1977 the total
amount due during the year was ID7,654 million of which only ID3,781 million, less
than half was repatd.59 Legal sanctions had to be taken against those who failed to
repay their loans, It took considerable time to get an order from the Court aganst the
farmers concerned. The researcher believes that this situation benefited the farmers,
since they might be able to repay long after payment was due. This kind of situation
still exists at the present time.

Table 23 shows the proportion of repayments made in relation to the amount of
credit loaned by the ACB in 1983, this being the information avatlable to the researcher

during his visit to Iraq. The total amount due over the year was ID56.3 million, of

Table 23:

Compiled Agricultural Céoperatlve Bank Balance in 1983, and Rate of
repayment. (ID Million).

Source ; Complled loans Total Percentage
— Balance tn 1983 Repayment qf Repayment
Cooperatives 12.5 6.1 33.0
Private sector 41.4 | 11.4 61.0
CSovernment Organisations 24 1.2 6.0

Total 563 18.7 100.0

Source , ACB, Annual Report 1983.
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which only ID18.7 million, or 33% was ‘repaid. From this Table we see that 61% of the
total due to be paid was owed by private farmers. Without entering into detailed
financtal discusston, the researcher believes that private farmers are more innovative
than their cdlleagues in cooperatives. It is reasonable to assume that those farmers
made even greater use of technoiogical inpﬁts that the public sector itself. However th;s
came about, the researcher believes that certéln steps shduld be taken by the
government to lncrease the level of the loan repayments. The researcher has found that
other banks in the financial system pay loans to farmers. the latter's product
Constitutlng the required collateral, L.e. the bank later recelves the revenue from such
produce. This usually happens in the case of private sector farmers who produce dates.
The Rafidain Bank gives farmers an amourit which represents all or part of the value of
the produce and thét amount is l;at’err repaid from the sale of the produce. This
éxperiment may be applied to other agriculturél products to ensure loan repayments.
Further, the level of repayments by farmers in Zambla and Tanzania may be attﬂbutcd
to the compulsory delivery of farm products to the Marketing Board.60 As we shall see
In a later chapter, farmers deliver their vpro’ducc to private agcnclcs rather than to
offictal rcDl’!:svtl'.ntatlves for the marketiﬁg of their produce, since the farmer is free to
deliver his produce for marketing to whoever he chooses.

The above discussion reveafs thét a coérdlnated financial system can operate in
such a way as to benefit farmers. In a comitry like Iragq, whcre private trading and
Processing systems are well developed and reasonably efficlent, it may be highly
desirable to coordinate the traditional marketing system activities by channeling
credit and inputs into the agricultural sector. Other commerctal banks might also play
a significant role 1n channeling credit to small farmers as well as to large farmers, 6!
These steps would not only relieve the excessive administration burden placed on the
8carce cooperative and government rcsoui‘ccs. but will also provide healthy

Competition to these agencies, thereby helping to maintain the efficiency of the
distribution system,62
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5.10, The Marketing Board

With reference to the developments mentioned above, and the results expected from the
implementation of the Land Reform Law, despite the efforts exerted, it is difficult to
achieve the hoped for benefits because of the current state of agricultural marketing. It
13 surprising to note that the reform law neglected to deel adequately with the state of
agricultural marketing, and it fatled to pay sufficient attention to this function, as an
essential part of the agricuitural development programme. It seems that reform dealing
with agricultural marketing is restricted to a limited area and takes account of only one
activity, namely, selling. The Land Reform Law, when referring to the marketing
activity practised by cooperatives is specifically concerned with cooperatives selling
thelr produce on behalf of their members. However, marketing is a complex process
including all those activities relating to the inflow of goods and services from the
Producer to the consumer. Marketing is a set of activities that leads to or helps to
facilitate an exchange. These activities are performed by individuals, businesses, or
¢ven non-profit organisations that help to bring about exchange and thus satisfy the
needs of the partics involved.63 In addition to the exchange function, marketing
Includes other activities such as physical distribution, risk bearing, obtaining
marketing information and adequate finance. These aspects of marketing constitute
an important issue and land reform has been seriously criticised for neglecting these
important aspects.

A marketing board can be defined as a "Producer-controlled, compulsory,
horizontal organisation, sanéuoned by governmental authority to perform specific
marketing operations in the interests of the producers of the commodity concerned”, 64
A drastic change in public agricultural policy, so far as it affected marketing, came as a
result of the great economic depression which started in 1958. From this point began
the modern period of State Intervention, assistance, and control, although the
objectives and the methods were quite different in the early days from those which

followed, From that time, the fixing of farm prices for the whole country became the

Tesponsibllity of one central government body.
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The Marketing Board, since its establishment has continued to operate in the local
market and each year guaranteed prices are set and these are the prices which the Board
will pay for the crops offered to it by producers. Usualy, these prices are higher than
those in the free market, and this will encourage farmers to sell their crops to the
Board, although farmers still have the right to sell their products in the local market.
They can sell to the local middlemen or merchants without going through the Board.
Thus, the Marketing Board is no longer regarded as a natural government agent, and it
has to compete with private agents, having no monopolistic authority. The Board has
come to be regarded as a safe option by both farmers and the government, bringing a
measure of stability to markets which had previously been prone to instability. The
Board's constitution grants it power to regulate the supply of a commodity or power to
trade in a commodity, depending on its type. It can, for example, lay down very strict
conditions regarding the quality of produce and it can also determine the price of the
commeodity, and control the channels of distribution. Only those powers can be used in
the Board's VODeratlons. If the Board wishes to extend or change its powers, then a
lengthy procedure has to be followed until recognition by the Ministry of Trade is
obtatned,

The major objective of the Marketing Board can be described as attempting to
improve the long-term incomes of producers by taking steps to overcome of the
Inherent weaknesses of the farmers' position in the market. Although there are
different methods the Board can employ to achieve its objectives in Iraq as a
government organisation, the researcher believes that its objectives can best be
achieved through two princfpal methods. The first of these i1s to reduce on-farm
Production costs, This can be achieved In two ways: either by encouraging greater
Internal technical efficiency, or by hard bargalning wttﬁ suppliers of necessary inputs.
The second method s to attempt to increase demand for their commodities. This can
be done by controlling the quality of production, technique used by all marketing

boards 65

Assessing the performance of the Marketing Boards may not be an easy tack
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Wwithout avatlable data. Although it is important to identify the relevant areas to be
considered in the performance evaluation of Marketing Boards,we shall leave this as a
topic for further study. The criteria for Marketing Board performance should be
profitability, - productivity, market development, social responsibility, and
innovation,66

Characteristic of agricultural products are their variation and the fact ytl‘uat output is
not subject to control. Thus, the major difficulties faced by the Marketing Board result
from the problem of not being able to regulate supply levels because of the immense
variations in yields which are affected by external factors. Agricultural production
varies greatly from one year to another, although some crops may be stored for a given

period if special treatment can be applied to storage facilities, but crop infestation 1s’

widespread, due to lack of pest controls.

5.10.1 Some Criticisms of the Marketing Board

Some weaknesses of the marketing board may be deduced from the above discussion.
Criticism of the Board are related to the economic and political environments in which
Its authority s exercised and it 1s also linked with the responsibility assigned to it n
these environments (ie. as a representative of producers, or as a govermental

Instrument). In both cases the weaknesses which lead to criticism of the Marketing

Board are similar,

Price Instability and its effect on the marketing organisation result from the
oPerations of the Marketing Board in both cases, whereas bureaucracy and nepotisim
Prevail when the Marketing Board functions as a government instrument, as in Iraq.
for example,

The application of different prices and price stabilisation may both have an adverse
effect on the distribution of income between regions and groups of farmers, and may
Tesult in misallocation of resources, Such adverse effects come about through delay by
farmers in adjusting their production in order to provide produce favoured in the

market by consumers, eventually reducing the country's total earnings. On the one
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hang, a commodity may be subject to very marked price fluctuations so that permanent
price mcreases are not avauablc to farmers On the other hand, a downward trend
occurs in a partlcular cornrnodity price, the amount of subsidies paid on the free
market may delay a decision to dlvert resources to alternative produce. Moreover, most
developing countries need skilled producers and entrepreneurs who have the ability to
cope with uncei’tainty ln the market by employing the experience they have gained
through déallng directly in the market system, while farmers isolated from the world
price fluctuation situétion will conﬁnue to be unskilled producers.

At the beginning of this Section, we mentioned that most of the Marketing Board's
effort is concéntrated 6n pricekst'ability. although it is not an easy task to carry out
suécessfully. Indeed, stabilisation of prices may create instability of incomes. Price
changes do not follow one direction only in practice, they go up and down. But the
cructal point is to be able to decide whether such fluctuations represent a temporary
variation or a continuing trend. When ‘price variation constitutes a trend, the total
funds devoted to subsidies will be used, whereas when such varlation is temporary this
Situation will be reversed later.

On the other hand, diversion of these funds towards public development agencies
means the favouring of pubuc over private 'entérprise. With reference to fluctuations in
the price level, farmers adjust their consumption and their saving to be in keeping with
that level. They tend to save in the be'.tter‘orf years to compensate for less profitable
years. Thus quite apart from dlversion of incomes, price stabilisation may reduce the
level of private savings,

Apart from the probleml of prices, another criticism of the Marketing Board
concerns its tendency to be ignorant of marketing organisation, recognition of the
Importance of which represents an immedtate and desperate need. In most developing
countries, the Board's monopolostic position in relation to the import-export position
may be criticised, although the main purpose of its existence in these countries is to

exercise the monopoly by the State in this area of trade. It is clear that such a
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monopolistic position will remove the competition situation between traders and
growers. Thus the Marketing Board will be regarded as a government agency rather

than as an instrument for tmproving prices obtained by producers as its prices are fixed

on a small margin of profit.

As a government instrument, the Board may suffer from being o‘}er'Staﬁ'ed' which
results in tedious bureaucratic procedures employed to accomplish its basic function.
This encourages farmers ’to sell their products to buyers at the arranged price or slightly
less, rather than face boring procedures and tedious delays waiting for official
Payments. Moreover, farmers may have no time to spare as they are preparing for the
next season's cultlvétion programme.

Moreover, thé risks of the Board's usefulness being weakened and the incidence of
nepotism due to rhlsuse of marketing board power by a political group are permanent
features ln most developing countries.

Brief reference muét ag‘ain be made here to the fact that poor communication with
rural areas is a greaf drawback for farmers trying to sell their products since they are
far away from potential buyeré.

Initiatives by the Marketing Board to evercofne these obstacles encountered by
farmers are minimal or non-existent. If greater efforts were made to assist farmers in
this situation, seasonal cxlops could be sold at the right time, withless of the waste

which results from farmefs attempting to keep their produce in unhygienic barns
pending sale, |
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Conclusion

There is nodo‘ubt that the land reform law thich was introduced in 1958 is changing
the structure of the farming community. ‘The LRL offered‘producers. whether owners or
tenants, the main prerequisites for success, and gave them an opportunity to improve
their performance. by 1ntroducing land requisitioning and redistribution, imposing
limitation on the extent of land ownership.. improviing tenancy terms. and the
relatlonship between landlords and farmers, and finally by providing more security f°1'
tenant farmers However, the achievement of the LRL in terms of increasing
Productivity is much less certain. Unfortunatly, lack of full suport measures to provide
the necessary motivation has not been forthcomin‘g.‘ as we fodnd in our discussion of
the cooperatives,

Generally speaking, during the period following the mﬁroductlon of the LRL, the
Prevalling methods of production and ongoing operations continued even though they
Were not convenient for the podr farmers, as landlords still had freedom to dictate
whatever policies they chose. Accordingly, the government, motivated by its strong
destre to help farmers and release them from the poverty trap, introduced Law No. 117
In 1970, which is regarded as the country's second measure of Agrarian Reform This
law attempted to correct some of the defects of the original Land Reform Act. A new
approach by this law lowered the ‘cemng.s of privately owned land holdings to between
1,000 and 2,000 Donums of rainfed land, and between 30 and 60 Donums of irrigated
land, The alm was to reduce the inequality in land distribution by using a system
linked with availabllity of various methods of irrigation By the end of 1985 the total
area of distributed land reached 9085,000 Donums compared to 3002,082 Donums
distributeq ﬁp to the eﬁd of 1970 (see Table2). Therefore of all land distributed since the

thactment of the origlnal Land Reform Law of 1958, nearly 60% was accomplished

durlng the period 1970-1985. This was accompanied by a corresponding reduction in
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the area of land returned to individual farmers. Generally speaking, the LRL did not
Provide a substitute for the landlord, and did not assume control over farmers.

The cooperative societies as well as being established, need also to function
effectively, Efforts should be made to ensure that these societies operate as instruments
for agricultural purposes and nothing else. In other words they should be supported for
cconomic and soctal rather than political reasons, as a means of promoting agriculture
rather than polittcal programmes. Such societies should operate on a commercial
basis instead of keeping agriculture at a subsistance level, and should work more
efliciently in the market place. The aims of cooperative work in terms of economic and
Socfal development, should include ensuring self-sufficiency In respect of the food
Supply, reasonable prices for farmers and consumers, greater stability in the
agricultural markets, and a marked increase in th standard of living. Agriculture,
apart from the idea of feeding the nation, should equally be viewed by the government
as essential for more general economic development in that, properly organised, it can
Provide the basic needs of the people and the agricultural industry as a whole. In this
Tespect, the government still has a number of tasks to perform by taking positive steps
to tmprove marketing infrastructures such as feeder roads, arranging easy terms of
credit, Providing good communication with remote areas, and linking the production
areas with urban ax;eas. Such steps would have positive effects by redﬁcing the level of
Migration. .

Agricultura] development s basically affected by human and technical problems.
Farmers can achieve improvements in agriculture, when they have access to production
inputs, knOWledge about the market and modern agricultural methods, and understand
the financia] System. Farmers' lack of resources and the incentives required to enable
them to modernise their production methods are responsible for their lack of access to
an effective marketing system. An improvement in the rural community environment

and its organisation is important because, together with an expansion of Iraq's
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industry, 1t‘wul determine the level of socio-economic integration and development.
Success in the achievement of targets will result from the combinatio_n of these
elements in a favourable political and institutional environment, not through reliance
on some magic formula to bring about rapid changes in the development of the rural
areas. Using a scientific approach should be regarded not only as a way of improving
the standard of living in rural areas but also as a means of integrating the rural sector
into the urban sector., With an icnreasing income, people could offer to purchase more
manufactured products which in turn would encourage local industry, The cconomy
would thus be provided with a real source of growth because the integration of the two
sectors whould bring about the required interaction between demand and supply. There
Is little doubt that without an improvement in the standard of living in rural areas the
drift towards the towns will continue and the number of people seeking employment
Will exceed the natural increase in industrial employment requirements.

There is a shortage of planning staff in most agricultural government departments.
The unstable conditions in the past are responsible for this situation. The Ministry of
Agricultural and Agrartan Reform has not been staffed by competent personnel capable
of implementing the polictes required ot achieve the government's objectives. Planning
in the rural areas generally has a multiplier effect on growth. Technical and scientific
change 1n agriculture has not matched the level achieved by industry, yet a rapid
acceleration of agricultural produce could play a strategic role in expediting industrial
¢Xpansion. Therefore, cooperation and the coordination between the Ministries
concerned are obviously vital.

Success in implementing government programmes depends on the support and
Participation of the entire Iraql population. National unity is a basic requirement for
Talsing the general standard of living and therefore a concerted national effort is
essentlal for development. Iraq's economy is fundamentally healthy. However, even if

financta) difficulties could be overcome, faflure to attract suffictent numbers of
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competent people would still be considered a problem. With more appropriate modern
farm technology and management practices and freedom from the restrictions,
inhibitions and rigidities that characterise the political, social and institutional
structure, the country’s natural resources could ensure a potentially high level of
Production. When the majority of people are poor, as they are in most developing
countries, they are unable to provide an adequate market especially for a new industry,
due to their low purchasing power. Thus, the balance required in the process of
economic growth can only be achieved through the integration of agriculture and
manufacturing Industries. In a country when most farmers are poor and their
Productivity is below subsistence level, there is consequently little or no incentive for
industry to establish itself. Conversely, agricultural improvements may be inhibited
by inadequate marketing of farmn products if the non-farm sector of the economy is
backward anq underdeveloped. Both sectors must move forward simultaneously or one
Will remain passive when the other sector is slowed down. A number of weaknesses
emerge, therefore, as a result of the inadequate capacity of the marketing system.

It s particularly important to establish and organise cooperative societies in
communities where the majority of individual farmers are unable, for financial
reasons, to engage successfully in agricultural pursuits. By means of land societies, the
elforts ang contributions of those scattered farmers can be consolidated and strength
Wil be createq through their unity, and finally, through their combined efforts,
Teasonable rewards and great benefits can be derived from Iraqt agriculture. There is
an increasing awareness that while at national level the drive is towards industrial
development, Iraq cannot afford to neglect agriculture. Farming has become a crucial
business for both farmers and the government. Raw materials for food processing
Industrieg consist mostly of agricultural products. These raw materials are the
Cornerstone of the food industry for which the availability of these materials at the

Might time and in good conditions is extremely important. Increasing the level of
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agricultural production will reduce the level of imports and the vulnerability of Iraq's
food industry. However the problems assocfated with agricultural products (see Chapter
Three must be overcome.,

Iraq should benefit from the experience of the developed countries in material
handling techniques. Satisfactory methods of handling materials would save wastage
and avoid much of the damage suffered by products.

In terms of trained personnel and reliable extension services for the farming
community, the shortages of skilled people and trained labour are abvious. Closely
related with the shortage of trained and experienced staff or workers, the question of
the remuneration of such staff in agriculture is an important one, since it is necessary

' ltural
to attract young graduates and who will work wholeheartedly in the agricu
Industry,

- omic and
Unfortunately, recognition and understanding of the socio-econ

Philosophical aspects of Iraql agriculture are lacking. Appreciation of these factors
Would improve the overall picture of agriculture.

With a proper understanding of the structure of the agricultural community, the
government could Introduce appropriate programmes. Evidence suggests that despite
the series of five-year plans which started in the 1950's, agriculture in Iraq has still not
Teached the required level. It is not realistic to launch programmes covering a long
period of time, even if they are highly sophisticated. It is thus the extent to which
Programmes are technically and technologically appropriate, that must be considered.
The human factor in agriculture cannot be neglected no matter how sophisticated the
Iraq! approach may be. The level of implementation of these projects and the degree of

ricultural
beople's Participation are equally important. The picture of a handful of ag

helped
txperts Teaching a concluston after exchanging files among themselves has not help
the situation,
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As stated earlier, many members of cooperatives are not completely loyal to their
associations. This situation poses a serious problem and is exacerbated by the low
quality of leadership in cooperative units. The importance of such problems can
hardly be overstated. Lack of "cooperative spirit" is understandable but it represents an
obstacle to the development of cooperatives in Iraq. This opinion is based on the
continuing fall of production over a long period, despite the government spending
millions on the agricultural sector. The slight increase in some crops is related to the
use of technological tnputs rather than to improvements in the management
techniques.

Without fertilisers to replace the nutrients gradualy lost, future crops will not thrive
Or might not even grow at all. Poor soil can be made extremely productive by employing
Proper fertilisers which increase the amount of land that can be used for growing food
as well as making any soil more productive. Without fertilisers available, the volume
of food supplies would soon be reduced and agriculture would no longer prosper. Thus a
reform of Cooperative structure is essential to attract members' interest. It Is necessary
to improve the quantity and quality of the services presently avallable so that farmers
recognise the difference between the old and the new system which may encourage them
to work actively and collectively. Such improvements would considerably reduce
marketing costs and farmers would be better off when the incentives provided, met
thelr requirements, These improved services would indirectly improve the marketing
System ang the distribution outlets. Implemented successfully, this would increase the
level of competition between the cooperatives and the private sector, and consequently
Promote economice growth,

The researcher believes that there is some prospect of the cooperative movement in
'raq achleving some degree of success I certatn measures are taken by the government,
This view s based upon the success of implementing the experiment of the Crusader

Project in al the governorates throughout the country which has enhanced the use of
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modern inputs in order to tncrease agricultural efficlency and resource utilisation. The
opportunity presented by these projects will assist the move towards the modernisation »
of agriculture and provide cooperatives with the means of achieving considerable
economies of scale.

In most developing countries including Iraq, both economic and social development
must be recognised as necessary factors in relation to improving the food supply.
Illiterate farmers rely much more on tradition than do educated people, and they are
not aware of fundamental natural and economic forces that affect their lives.
Resistance to change and the use of new agricultural techniques in such a community
will be deep-rooted. It is this lack of adabtability which prevents acceptance of the
changes that could lead to Increased agricultural productivity and to consequent
Improvements 1n the economic and soctal environment.

There 1s no evidence that coopefatives will be abolished. Their failure in Iraq is not
as is often stateq, entirely due to the extreme individualism of their members but arises
malnly from poor education and inefficient management. Kimble stated "It takes
dedication amounting to idealism for the dynamic souls of this world to occupy
themselves in the service of their less dynamic neighbours".67 This may provide the
key to the Problem. Bottlenecks still occur in the Iraqi market and have become a
characteristic feature of the social and political structure. Above all, ltitle can be
accomplished without stable government. Improving\various aspects of the general
Infrastructure 15 e€ssential so that they can be profitably directed towards achieving the
Obtimum leve] of production. But this policy must be maintained for several years in
order to achieve any kind of economic and social progress in the future, to become a
turning point in the development of the agricultural sector and to enable Iraq to be one

of the Countries in the Middle East that exports agricultural produce to neighbouring
Countrieg, .
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In Iraq, the cooperative movement makes only a small contribution to marketing.
As the gap between the consumer and the producer increases, the marketing system in
Iraq fails to a certain extent to match consumer demand with supply. Since the use of
low inputs leads to low outputs, an efficient marketing system is required. Marketing
syétems should be developed in such a way as to meet the major challenge facing Iraq in
terms of planning and introduce changes in supply, demand, and production
relationships. Any attempt to tncrease agricultural output will be limited by the type of
agricultural marketing system that is established. At the present time, the agricultural
marketing system in Iraq is not capable of performing its task. It is inadequate because
its operations are too costly. It is inefficient too, as the difference between the price
which the consumer pays, and the return which the farmer receives is often very
considerable. This factor will be demonstrated later in our case studies.

Section Two attempted to explain the role of credit in the rural areas, by
Pinpointing the problems, difficulties ahd weaknesses of the current system. The
nature of the credit policy in general depends upon the type of production for which
loans are given, the nstitutional structure, and the stage of development reached in the
agricultural sector. Thus our conclusions are related to the current situation inIraq. In
other words, there is no unique formula for solving credit problems in general.

The discussion shows that the provision of credit is of particular importance to the
POOr farmer and 1s therefore regarded as a key factor for improving agricultural output
In a country like Iraq. The existing system is biased in favour of the large farmers and
Poor farmers cannet obtain enough to support their activities. Credit could be regarded
as a means of maintaining the level of employment in the countryside, by making it
unnecessary for workers in the agricultural industry to migrate to seek employment in
other sectors of the economy. Monopolistic control of credit enables moneylenders to
Set Interest rates 5t too high a level.  Given the lender's ultimate objective of

maximising profits, a large proportion of the farmers' surplus may be absorbed by
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Tepayments, leaving him at or below subsistence level. Thus immediate attention
should be paid to the needs of the small farmers who represent the majority of the
workers tn the agricultural sector. Small farmers are less skilled, less well educated
and less credit-worthy than large farmers. Flexibility in the granting of loans is
required to relieve their difficulties, as well as education to raise their skill, levels,
income and purchasing power.

Through the cooperative units, the government has attempted to relieve the poverty
experienced by farmers through the Land Reform by making credit available through
official channels, Despite these attempts, the credit terms which are imposed mus? be
met by farmers and compel them to borrow from private sources. Thus, farmers are
Very anxious to repay private loans rather than the public loans in order to secure
access to their future credit requirements, due to the higher interest rates payable on the
latter, and the prolonged procedures involved in obtaining public loans or in legal
actions introduced to recover overdue payments in spite of the low level of interest rates
Tequired for public loans, The major characteristics of the cooperative organisations
InIraq are the high degre of centralisation, the high cost of administration, inadequate
services to agriculture, and lack of management expertise which weakens their
effectiveness and prevents them from offering constderable help to farmers. When
farmers have access to credit from private sources, in the rural areas they are subject to
fewer Testrictions because those moneylenders do not bother to evaluate farmers'
financtal position, Cooperatives may abuse the credit system for the benefit of some
influential farmers,

The Agnculfufal Cooperative Bank (ACB) is the official source of credit supported by
the government. This source is different from unoflicial sources in terms of interest
Tates. The latter are conslderably higher. Despite government concern about the level
of production in the agricultural sector, and her establishment of the ACB, the latter did

not achieve the degree of success required, although figures indicate that the level of
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lending was increased through the activities of this channel. Failure of the ACB to
provide the amount of loans required compelled the government to research into the
precise needs of farmers and their ability to repay, thus avoidlng ever increasing rates
of defaulting. The researcher believes the the Bank has not taken into account of the
socfal structure of the peasant farmers in the rural areas, and the tedlous
administrative procedures involved, complicate the situation in a way that does not
apply to informal sources which have greater flexibility. The most effective financial
Institution is the one that recognises the dual purpose of credit, namely for both
consumption andproduction. Unless this 1s recognised at official level, then the
oportunities of credit are missed. The income of producers has been reduced to a great
extent by the present credit system, the value added in crop prices being absorbed, not by
the government, but by high private interest rates. The failure of farmers arose in part
because of the deliberate actions of landlords but it was also the unintended result of the
administrative requirements imposed by official organisations. On the one hand, the
Private lenders, by keeping farmers working at or below subsistence level, and in a
constant state of indebtedness, did nothing to encourage them to adopt modern
technological methods. On the other hand, institutional barriers in the form of
legislation kept the amount of money at a low level, which also left farmers unable to
Introduce new products or to undertake major innovations. By and large, irrespective
of who contributed to the farmers' state of indebtedness, the result was that farmers'
technologieal progress contintied to be at a low level. They were exploited by profiteers,
and so it seems that a considerable period of time will be needed before the status of
farmers tmproves,

Great efforts ang institutional reforms are needed in order to determine the exact
amount of creq;t required by farmers. Surveys may need to be undertaken for this
Purpose. Thus, the policy and tasks to be undertaken by the "General Agricultural

Cooperative Council" are matters of great importance. The Council must have more
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contact with farmers, its responsibility being to plan for a better future through
scientific research and to improve the quality of managerial skills, The main
functions obviously should be to bring about as soon as possible an increase in
agricultural productivity, to minimise the income gap between rural and urban areas.
to reduce the level of migration, and in the long run, to improve the farmers' quality of
life and the welfare of the whole community. Thus there is an urgent need to develop
new credit organisations or to make better use of the existing institutions operating {n
the present financial system in order to meet the needs of the small farmer. Given the
magnitude of the problem of debt in the agricultural sector, greater flexibility ‘relattng
to the granting of loans should be introduced, ahd assessment of credit requirements
should be carried out more rapidly to provide an effective and efficlent credit
programme,

Marketing Boards have always tried to impress upon their members the importance
Of fulfilling market requirements. In Iraq the Marketing Board, in doing so, attempts
to help producers to Improve the marketing of their crops, their quality and methods of
Presentation. In practice in so far as farmers have freedom in selling their produce, the

Board has achieved little success in these areas. Many factors have contributed to such
a situation:

(a)

Bureaucratic procedures followed in receiving the produce and paying for
deliveries to the Marketing Board may discourage farmers from dealing
with the Board; especially those who are in remote areas, or those who
are already in debt to others. Moreover, producers are able to sell their

Product frrespective of its quality to any potential buyers, since farmers

are not marketing-oriented.

() With reference to the fact that producers are scattered over a wide area,
and that there is poor communication with the rural areas so that

farmers are not well known, it is difficult in such conditions to ensure
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direct contact with such farmers, making large scale changes relating to

- improvement of output highly unlikely.68 Producers in such areas, are

at the mercy of middlemen.

Farmers have not regarded the Marketing Board as an instrument for
improving either their marketing techm(iues or their productivity. This

feeling may reflect the nature of work assigned to the Marketing Bqard.

- @s government departments which reduced their ability to offer

assistance or to contribute towards providing the above services to

producers.

The Board appears to have dé\}eloped an excellent and effective stafl

} dedicated to the principles and objectives set by the MInistry of Trade,

and the government is prepared to Support it through a banking system,
but little regard is paid to farmers' requirements and future ambitions. It
appears obvious that the Marketmg Board is, in fact, a §pec1fic
Instrument established to achteve polltiéal goals that in general will
favour one soctal economic group or set of national objectives over
another. 1t also appears that even when there are statemehts‘to the
contrary, the concealed but prlmai'y objectives 61' such prgamsations are
political rather than socio-economic in infent. Fdr example, we can
retum to the somewhat unctous policy statement on the future
mar keting of crops. By fixing a steady buying price in advance of the sale
of eash season's crop, the Board will cut the link between the price of the
Crops in Iraq and the up-to-date price on the world market.
Consequently, in some seasons‘ when world prices are high, the price

Paid to producers will be less than the average realisation on overseas

sales. The Board will on such occasions show a surplus occured in years

of high world prices.
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Our discussions in the nexi Chapter deals with the factors affecting the price
mechanism and purchasing motl;ratic;n in the domestic market, although pricing
policy methods will also ‘be discussed at appropriate points. We shall see that the
absence of an effective link between the food processing industry and agricultural

as an adverse
producers who provide that industry with the raw materials it requires h

effect on pricing levels,
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CHAPTER SIX
PRICING MECHANISM

Introduction :

In the previous chapter we examined the contribution of the Marketing Board in
relation to pricing, little success was achieved in this area for the reasons mentioned in
the conclusion of that chapter and it must be reiterated that farmers did not regard the
Marketing Board as providing an incentive for improving their productivity and their
living enV1ronment For example, when the Marketing Board ﬁxed the price of crops in
adVance it contributed indirectly to cutting the link between prices in the national
market and current prices on the international markct As a consequence, i‘armers
Were worse oi‘i‘ when world prices were higher, so that no economic objective was
achieved. Moreover, as mentioned previously, when farmers decided to sell their
produce freely, the Board could achieve little success in fuli'illing market requirements.
In the developed natlons, prices in the market may be decided by many factors such
as the quality of the product, greater standardization and the services provided by the
pr°d‘-‘cer$ This is not the case in the developing countries. This is & very important
issue since because of their standard of living. poor people are Interested In price Father
than q“a“t}’ fixed prices are not common, and bargaining 1s very common. What Is
relevant to oyr study of agricultural food products. is the fact that in Iraq little
attention 15 Paid to difierentation of produce by means of advertising or packaging and
Such PI‘Oducts are rnostly standardised
In a COuntry like ‘Iraq, commercial considerations are largely ignored in
30vernrnent development strategy We have seen from the previous chapter that in
agricultura] development too little attention has been paid to the obvious links with
the food Industry. The effect of this will be a main concern of this chapter, together

with Consideration of faults in the price mechanism generally. Both of these issues

515



Icpresent the main shortcorrttngs of the pricing policy. Moreover, most of the
executives in the firms visited twenty out of thirty, displayed little concern about their
Pricing policy and did not regard it as a major element in their marketing strateges.

Thus, the aim of this chapter is to provide more evidence that consumers generally
Pay more than the prices fixed by th appropriate government department in the food
market. This will be done by examining the present System governing the prices of
agricultural food products, tather thaxt by estimating protlucer's costs and profits.
Thus , the main purpose of this chapter is to deal with factors which lead to the
Prevailing prices in the market t'atherthan investigating the pricing policy pursued by
firms visited, a matter which 1s considered to be outwith the scope of our study, as it is
concerned with costs and pricing policies, which represent concepts requiring further
Investigation, In this chépter. much of our concern will be devoted to the eflect of
Pricing on the consumer, how pricing is decided in the absence ef effective government
lnterventlon and the major pricing problems facing the visited firms. Discussion of
the characteristics of the agricultural products which have a direct effect on the pricing
mechanism ig appropriate here, in dealing with the type of pricing system which the
central planner in Iraq‘ should consider when fixing market prices.

In the relevant chapters we argued that agricultural deyelopmcnt was not given
sulliclent attention and this ‘was aiso true of the food processing industry.
C°n5°quently not sufficient attention was paid to the price mechanism m general.
Such neglect contributed to the failure of the prtctng policy. In this chapter we
concentrated on the elements affecting price levels of agrlcultural products. In other

words, we thought it better to concentrate on the price mechanism rather than on

establishing 5 pricing policy.
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6.1 Agricultural Product Conditions:

In the marketing literature, variations in the prices of manufactured products are
less marked than those in the field of agriculture, The prices of industrial products are
relatively stable over a particular period whereas changes in the prices of agricultural
products may occur on a daily basis and a simple explanation of such price variations
may be related to the characteristics of the products, the level of consumption of
agricultural produce, and the nature of the production processes employed. The prices
of manufactured products are linked more closely to costs, whereas the prices of
agricultural produce are more closely related to existing demand and supply. !

Most agricultural produce is to a great extent affected by its perishability, although
the degree of perishability varies according to the nature of the products. Product
deterioration has consequently affected farmer's decisions relating to disposal of their
products, decisions which must be taken at short notice as compared with industrial
goods whose producers generally have more time to consider how to dispose of their
products. Farmers have to decide on one of two cholces in this context, The first option
Is to market theyr produce in the consdmptlon area immediately aftér harvcsuﬁg.
espectally products that deteriorate quickly, such as frutt and vegetables which cannot
be stored for any length of time. The same applies to products such as wheat if they are
not consumed in 3 reasonable time or kept in special storage conditions. Moreover, the

durability of each Product depends upon its physical characteristics which require the
- application of appropriate treatment if the product's quality is to be maintained. The
second option open to those farmers is to keep their produce for a period of time under
certain conditions (namely appropriate storage facilities) to achieve certain ends. The
pémhabﬂit&' of most agricultural products makes such storage or processing essential.

COnsequenuy, since most farm products tend to be of a bulky nature, thetr storage and

tx'anSDOI‘tation costs are high in relation to their value.

Storage factlities can solve the immediate problyetn facirig agricultural producers

When tiie auality ang quantity of such services is sufficient for the prupose, but the
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problem will remain if such services are not adequate. Agricultural products as we
have pointed out In chapter 3, depend upon external or uncontrollable factors during
the period required for maturation. In spite of technological improvements, crop yields
are still affected to a great extent by weather conditions. Fluctuations in production |
' may take place as a result of unforeseen cirCurnstanoes. These fluctuations cause both
instability in supply and prlce variations. Marked kprice variations greatly affect
products which are highly perishable such as fruit and vegetables, but affect much less
Products such as wheat and barley Which can be kept in suitable storage conditions.

In certain products, the yield is inﬂuenced by genetic differences between particular

strains, Such differences may create the need for more careful grading and sorting of
the products prior to marketing. Variations in the quallty of pI'OdUCC complicates the
Problem of grading, and may have an indirect effect on produce prices since. for
€xample, for food processing purposes, specific quality standards must be met. As a |
consequence the relationship between bproducers ond consumers or manufacturers is
Severely restricted, and supply is not capable of meeting demand. Such factors al'l'cct
the process of distributing agricultural produce to the market.

Food is essentia] for the survival of human beings. As standards of living increase,
Peopel have began to consume Particualr products more than others to meet nutrition
Tequirements and to enable them to do thelr jobs properly Even for the poor, or where
famine exists basic foods stufls are required to maintain the necessary minimum diet.
As a regylt of diﬂ”erences in per capita income, there are diﬂ'erences in the purchasing
Power of individuals Up to a point the higher a person s income, the more he will spend
on food, either by buying dlfi'erent types of food, fe in addition to staple foods or making
use of food services for convenlence purposes. In a society where income rises, soemof
the additional purchasing power will be directed towards the food industry. and as the
demang for convenience foods grows, the food industry will account for a higher

Percentage of disposable Income. In this context, the avatlabllity of convenience foods
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at the right time and in a satisi;actory condition becomes vital. ’I‘hese factors have all
created problems in the distribution of food stuﬁ‘fs and can lead to price fluctuations.

Agricultural production is affected by many factors which cause variations in the
quality and quantity of products. Bad weather and infestations, largely unforeseen and
outwith human control (although reducing the effects of these factors is to some extent
Possible) have generally led into lnstability and variation in production levels. The
processes involved in agricultural production are affected in ways other than‘t’hose
mentioned above, such as by seasonality and the time gap between planting and
harvesting which present problems concerning the stroage of produce and forecasting
the yield of particular crops. Most agricultural produce particularly foodstufls, is
subject to Seasonal variations which, for the most part are not related to variations in
demand. Demand may remain constant throughout the year. The seasonal nature of
agricultural marketing Is affected by instability in the quantity and quality of the
PX'Oduce from one season to another. Some types of produce are harvested only once a
year, Consequently variations in the market price occur when there are ﬂuctuatlons in
the amoun harvested. ’i‘he effect of such variatlons is heightened by the impact of such
factors as tnadequate storage and transport facilities.

Agricultural production also depends hasically upon how many hectares of land are
avallable and the aggregate yleld. Efforts have to be made to ensure that at least the
same levelk of output s achieved every year from the same land. Certain factors directly
aﬁect the 6Vera11 structure of the agricultrual industry, particularly the fact that it s
very fragl'nented Accordingly, to ensure that the industry operates efficiently,
marketing intelligence Is extremely important as agricultural produce is supplied by a
large number of scattered production units

The lrnportance of market research has been increased, especially since the output
of production has to be directed towards mass markets and consumers are thererore

unknown to the producers Market research provides the opportunity to obtain the
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required information concerning the nature of the mass market. Marketing research
In farming is as important as it 1s for industry. However, the tools required for such
research are too expensive for individual farmers, as none of them is able to afford the
expense involved, either personally or for research to be undertaken on their behalf.
But marketing research in farming is very important in order to inform famers of the
Opportunities that occur in the market. Such information is crucial, especially when
farmers are considering adopting farming systems and techniques. There can be no
doubt but that the government should take the initiative in this context. This leads one
to ask what the government should do. This question has been discussed in previous
chapters. However, suggested government responses are summarised at the end of this
thests,

The factors discussed above relating to agricultural production, indicate that a
certaln amount of additional cost would have to be met by the farmers themselves. To
enable them to do this, an increase in their income is vital, to improve their standard of
iving, allowing them thereby to continue to meet such costs, and to maintain increased
Producitivity, To this end, financial incentives are required, otherwise the agricultural
Industry will be faced with persisting problems.

The above discussion has revealed that the main causes of instability and varia-
tions in agricultural production are related mainly to the blological characteristics of
such produce, Such variations may affect planned output in the form of a serious
shortage one year followed by a surplus in the next. Unfavourable and uncontrollable
factors such as weather conditions or insect infestation are among the many factors
contributing to this situation. In the south of Iraq for example, the areas in which
Oranges and dates are planted are adversely affected by winter rain and considerable
Quantities of fruit are damaged in the early months of teh winter season. In 1979 an
acute shortage of oranges occurred as a result of heavy rains and snowfalls. In the

middle of the country, pomegranates may suffer from various diseases. Thus, the
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biologtcal naturé of agricultural production contributes to unplanned yearly fluctua-
tions and a concentration of output in certain seasons.2

Also the period of time between successive plantings of most agricultural products
makes it imposible for farmers to influence the market by“ setting prices at a level
which will be to their benefit by increasing prices for a particular product when
uncontrollable and external factors have caused shortages, so that low prices persist
for a considerable period of time. Further, most farm products do not lend themselves
to an assembly line type of process. 3

In chapter 3, we pointed out that one of the fundametnal weaknesses in the
agricultural Industry structure is that there are too many small barely viable, widely
Scattered farms, and the farmers are free to produce according to personal cholce.
Clearly such a system affects price determination at a Local Level. There are more than
a thousand large villages throughout the country so that small scale production units
Predominate, This multiplicity of prodcution units creates distribution problems
additional costs in collecting produce and also makes it difficult to predict available
supply accurately. What is characteristic of pricing in such a small-scale
Organisational system, is inabllity to regulate supply in response to price changes,
°Specially when prices fall. In such a system, individual faremrs jointly prodcue a
very large proportion of total agricultural production, yet they generally have no
effective influence on prices. For the individual farmer, therefore the price is fixed and
he simply has to decide whether at that price it will pay him to increase production,
reduce it , or produce the same amount.4  This phenomenon does not generally apply in
the industrial sector, where firms can influence price levels due to their large share of
the market,

In general, a main characteristic of the agricultural industry is uncertainty.
Uncertainties regarding price and output are very common.5 As we found in chapter 4,

this weakness in the agricultural industry may influence the amount of money that
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farmers may obtatn from unofficial sources as the lender is fully aware of the unpertain

nature of the industry and is prepared to provide the amount of credit required to meet

the faremr's needs and wants,

6.2 The Effect of Habit on Decision Making:

Habit reduces attempts to seek information and to evalute alternative choices.b
Accordingly, purchasing by habit appeaars to reduce risks for consumers and, fcilitates
thelr decision making, so that shopping is made easier by minimising the need to seek
information.

Constraints on purchasing may take the form of consumer preferences, consumer
mobility and most tmportant to our present discussion, price changes. People enjoy the
food they are used to. The family's social status and cultural background, etc, are
factors that may be more important than income. Many people continue to eat the food
they are used to, even after their income has increased.” Price changes upward or
downward may cause the consumer to consider making alternative purchases. But
when this happens, one cannot expect instantaneous changes in prices. As was
mentioned above, the buying habits, elasticlties. consumer's desire to reduce risks
Stemming form uncertainty, and ohter long-established factors continue to have an
effect,

The following discussion is intended to fllustrate how some of these factors operate.
Consumer reaction to price changes needs time to manifest itself when the consumer is
not fully aware of the circumstances. An obvious example of this is when a housewife
buying frust and vegetables asks for a specific weight of dried apricots, The seller knows
what other Ingredients are required to complete the recipe for this type of cooked meal.
Such a Tecipe includes other dried fruit, such as figs, sour peaches, nuts and almonds,
Another example is when cooking a fresh meal of spinach recipes need a certain

c°mplefm‘=l'ltary proportion of other vegetables such as fenugreek, parsley , chick peas.
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The pointof these examples is that consumers will not react immediately when the
price of these extra Ingredients is high and. it will be some time before they become
aware of _Changesmand react to them. Generally speaking, buying behaviour relating to
food °°r?5umption has developed over a long period of time, and such purchasing
habits, once learned, change very slowly. It should be pointed out here that there is a
limit to th}e level of food éonéumption and consequently the demand for food products
Is not unlimited. At this stage of the discussion the agricultural problem under
consideration is price variation and fhe effect of this on farmer's earnings when prices
fall. The re'searcher’ is particularly concemed. because there has been a series of
’ surpluses of some agricultufal products in the market, and adjustment of supply to

demand is causing problems,

Consumer reaction to prices is affectked largely by the level of income earned by a
particular gfoup, Total‘ famﬂy income énd uncertainty about prices both influence
purchasing dectsions and may wpostpone buying a particular foodstuff at any given
time. A family or an individual consumer with high 1ncom¢ may decide to buy certain
rrults Or vegetables as soon és théy appear in the market as an indication of prestige to
other ShOPDers‘ of frieﬁds. or sifnply because a higher income gives them more choice.
But most consumers who ére only ét subsistence levgl or are comparatively poor only
buy such products éfter ; period of time where they believe prices are low enough and
thls only happens when these products are abailable in the market in a large

quantities. The same type'of situation occurs when produce is in short supply,

especially at the end of the season for such produce.
As agriculture is characterised by inherent mstébmty. prices are consequently
 unstable Or uncertain, and this phenomenon contributes to general uncertainty, which
Creates difficulttes for farmers in any attempt ot predict price changes. Although prices
are correlated hversely with supply, farmers cannot be certain that prices will be In

their favour when output does not meet demand. The government will respond quickly,
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as soon that bad season is expected, by increasing the level of imports or by flooding
the market ot curb Price variations, or by balancing a poor harvest in one area with
increased production in other area. In such cases, the level of prices in the market will -
not be affected,

Government intervention, especially in the developing countries in different
sectors of the economy, through regulation legislation, or another measure, erects ‘
Institutiona] barriers aimed at 'protecting the national economy and ensuring price
stabilisation. In Europe levies, import quotes and target prices are examples of
government intervention in the field of agriculture.® The Iraq government, through -
legislation, has allowed the private sector or various official departments to encourage -
or discourage importing fruit and vegetables or other crops when there is a shortage or
glut Tespectively of such products. Such government measures are obviously intended
to protect consumers and to prevent the price of these items from reaching unacceptable
levels, Price stability is generally regarded as essential to the agricultural industry.®
Such tntervention has been intensified to reduce dependence on imports and improve
the depresseq state of domestic agricultural for both economic and political reasons in
order to ensure g greater supply of agricultural produce than in the past and to enable a
TaP!d expansion to take place in times of national need. This kind of government
Intervention was intensified after the marked decline in domestic agricultural
Production following the enacting of the land Reform Law (see chapter5).

A numbér of the policies to achieve price stabilisation and control which have been
adopted by the government are outwith the scope of our study, as we concentrated on the
elements affecting price levels of agricultural products. In other words we thought it
better to Concentrate on the price mechanism rather than on establishing a pricing
Policy, Accordingly, we shall concentrate on government intervention relating to price ‘

stabilisation, by becoming involved in the fleld of distribution, which is the subject of



the case studies reported in chapter seven. Such intervention is also practised by the
government of other countries.

The application of technology in agriculture has had the obvious effect of increasing
agricultural output all over the world. This use of mechanisation in agriculture has
transformed the situation from one of sho‘rtage to one of glut in some countries over the
long run and, greatly improved the contribution made by agriculture. In chapter one,
we pointed out that the low level of productivity in agriculture in most developing
countries is related to limited use of improved types of seeds, inefficient lrrigétlon
systems, bad management, ihadequate use of fertilisers, the lack of technical
Improvements, tnefficient weed control, and in general, minimal implementation of
modern technology. All of these factors have created an atmosphere of uncertainty for
farmers. Table 12 in chapter five shows the level of use of chemical fertiliser by
different countries, including —Iraq. It was also explained that the use of improved
varieties of wheat, rice and barley resulted in a marked increase in output per h@‘afe»
Which in turn reduced the price of these staple foods. But in the fleld of fruit and
vegetables, no serious steps have been taken to introduce new varieties or to plant trees
which would bear more fruit. If this were done, the prices of such products would
Increase because of their improved quanty. There was an _increase over the last seven
years in the price of oranges, tomatoes, eggplant, potatoes and melons, For example the
Price of oranges increased from 300 Fils per Kg to 850 Fils per Kg between 1976 and
1982, '

The Introduction of the Nation Wide Projects is an indication of the trend towards
Increasing the use of chemical fertilisers tn agriculture. Whereas in developed countries
this 1s normay p‘r?‘ictice. great efforts towards 'this end have been required in developing
counties. Table (1) shows, for example, the trend towards using chemical fertilisers in
Chmaf TWO Péints méy be made here. First the pfoduction of chemical rertllisér in

China hag steadly increased from 0.151 million tons to 14.030 million tonnes from
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1957 to 1983. Secondly, imports of chemical fertlisers show an increasing trend
despite variations from year to year. Available figures show that import levels have
Increased at varying rates during the same period. 10 In Iraq for every 20 Kg/HA of

chemical fertiliser used, about 100 Kg/HA are used in developed countries, so the use of

fertiliser per hectare is still very low in Iraq.

6.3 Demand For Food :

As far as agricultural food products are concerned, it should be pointed out that the
range of price fluctuations is related not only to fluctuations in avatlable supplies, but
also to price elasticity of demand. Clearly, the more inelastic the demand is, the greater
the change in price for a given change in the supply level. So the concept of elasticity
could be defined as the percentage by which the level of purchases changes when the
price changes by one percent.!! Thus the elasticity concept is cructal for evaluating the
Tesponsiveness to price changes of the level of demand. However our discussion of
elasticity in the context of our study is concerned with its relationship to price changes
rather than as an attempt ot measure elasticity.

Elasticity 1s one of the basic agricultural marketing problems. All agricultural
Production 1s carried out in anticipation of demand , and in certain cases the time span
between an mjtial deciston to produce, and the product being ready for market can be as
long as two years.12 As we mentioned earlier most agricultural products are harvested
once a year, especially in the case of vegetables and fruit.

It 1s relevant ot mention here, that the degree of elasticity of demand is determined
by many Vvariables such as the availabﬁity of substitutes, the importance of the product
to the consumer, the consumer's income, which reflects his purchasing power, and the
Strength of the consumer's purchasing habits.13  All these factors will together reflect
the Possible extent of the response of demand to price changes and assessment of the

degree of elasticity in relatton to food products. The demand is said to be inelastic when
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the resulting percentage change in price is greater than the percentage change in
quantity. Conversely, the demand is said to be elastic when the resulting percentage
Change in price Is lower than the percentage change in quantity. In other vvords. in the
first case, elasticity is less than one. whereas in the second case, elasticity is greater
than one. To summarise what we have said about elasticity of demand, agricultural
Supplies are subject ot considerable fluctuations, and since demand for basic foods is
stable (inelastic) prices agricultural prices may be extremely unstable.!4

In the most general terms, elasticity is the relationship between the relative change
In one economic variable and the relative change in another variable with which it is
linked, Thus the substitution of a product for a highly priced one represcnts positive
elas“dty This behaviour s found n connection with agricultural produce more than
in the case of industrial products. During the tomato season, the demand for fresh
tomatoes exceeds the demand for tomato paste. The opposite is true outwith the season.
People SWitch from consumption of fresh tomatoes when their price is high to tomato
Paste, due to its lower price. Similarly, substitutes are used in place of water melon,
when the latter is expensive. But the situation is different when the prices of
complementary iterns change An increase in the price of one item may adversely afTect
the demand for complementary items. To use the example mentioned previousiy. ir
there i an mcrease in the price of dried apricots this may lead to a decrease in  the
demand of other items such as dried nuts. Similarly, a decrease in the price of one of
these ltems may 1ncrease the demand for other complementary items Generally
SPeaking, with regard to agricultural food products zero substitution in the case of both
fruit and vegetables Is rare. Zero effect or zero substitution is unlikely in the case of
fruit ang vegetables as people may shift to other produe or refrain from buying a
Particmar Product until the supply increases. Independent products in relation to

Which there g zero Substitution are very rare. In general, elasticity of demand in
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relation to the price of particular food depéhds on the ease of substitution, and for a
particular product, elasticity will be low if there is ho acceptable substitute.

The level of income may have a greater effect than other factors such as
substitution in that price changes may result in reduced demand for a particular
product. In most dev;eloped countries income clasticity in genreal is decreasing wheras
it 13 increasing in developing countries. The largest proportion of income in the
developing countries Is spent on food. In Iraq, according to the last income census, it
Was reported that about 63 of total income is spent on food, a considerable part of it on
fruit and vegetables (Ministry of Planning, Household Budget Dept., 1985, p. 2a).v In
contrast, income elasticity in developed countries 1n relation to non-food and luxury
commodities is well known, The demand for food contrasts sharply with the increased ‘
demand for manufactured goodé. Consumption of the latter is not affected by Cl{mauc
conditions, as food is, Indeed, the desire of consumers for non-foed goods appears to be
insatiable,16 |

As was stated above, In develoﬁing countries including Iraq, the trend l's for
agricultural products, especially fruit and vegetables, to be subject to inelasticity of
demand. Taking into account the limited extent to which substitution is possible. In
Iraq for products as rice, wheat and potatoes -- the demand for these items is relatively
inelastic as they are regarded as the staple items in the national diet, and in general,
luxury anq serni-lux;.xry goods are more likely to have to elastic demand. Thus
eldsticity of demand for g particular food depends on how much income 1s spent on it,
and the degree of luxury associated with it . 17 ,

In developing countries most consumers are relatively poor, their diet conststlhg
mainly of the cheapest possible starchy foods - grains or tubers. The price elasticity of
demand for these foods s typically very low, and if their price rises the quality
demanded 1 affected very little due to the absence of less expensive substitutes. Thus in

these Countries, a substantial rise in the price of staple food stuff can cause a
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substantial loss or real income for large numbers of non-food producing consumers. It
13 relevant to mention here, that as industrialisation and urbanisation take place in
the developing countries, there will be an increase in off-farm demand for food in
general at a rate exceeding the rate of growth in industrial employment due to the fact
that total carnings of industrial workers are higher than those in the agricultural
sector, and as we have pointed out, the income elasticity of demand for food is relatively
higher than those in developed countries. This will tempt farmers to leave the
agricultural sector and move to other sectors to earn more money. This will result in
fatlure to meet the expanding demand for food as more former agricultural workers
become consumers Instead of producers causing prices to rise. This trend will continue
until the government intervenes, 18

Although a study of the phenomenon of elasticity is requried in Irgq, the
rescarcher, as a final consumer, believes that in Iraq the demand for vegetables is
inelastic, whereas the demand for fruit is to a certain extent elastic. The researcher
bases his opinion on the theoretical definition of elasticity and the changing demand
for fruit anq Vvegetables which will discussed in the case studies reported in chapter
8even, although confirmation of this opinion requires further study. The point made
here 1s that variation in income has a varying effects on the elasticity of demand for

commodities such as fruit and vegetables when income respectively increases or
decreases,

8 4 Price Differentiation:

'l‘radltionany Wholesale prices in Iraq, are arranged by sellers consulting each other, or
are based on information derived from other markets, Price changes also differ in
Accordance with variations tn agricultural products. The demand for most vegetables
Such as peppers, eggplants and tomatoes is fairly constant, but their supply throughout

the season varies greatly so that, the wholesale price of these ftems is constantly
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changing. Prices alter from week to week, according to the price list issued every week
by the "General State For Marketing Fruit and Vegetables” whereas the prices of other
ftems such as driéd figs and nuts are relatively stable because they are always available
in the market, The prices of other Agricultural items which are characterised by
Scasonality of production, remain constant as the demand for them coincides with the
season itself, and the quality of such pi-oducts will be poor in the oﬁ'—season. The prices‘
remain c;mstant.‘ therefore slncé demand declines and consumer interest in such
Products is reduced, as they can be replaced by other products, 20

The price of local agricultural products is also affected by imports of the same items.
In Iraq, for example this happens when onions are nnpc;rted from Egrbt. when
Egyptian oniong are plentiful in the market, local onion prices are low but they rise
when imports are sé;rce. Similarly, the prices of local potatoes are high when” these
vegetables are not tmported from neighbouring countries. In general, the prices of
kllporte:d commodities tend to be stable, being subject ot less vartation than the prices
of local products, due to government control over such tmported commodities, 21

When agricultural produce is sold by the same farmers or other sellers in a
Particular market, then the selling process is supervised by offictal channels, and such
Prices tend to be stable, B‘ut the same agricultural products may be sold 'at different
Prices, usually lower, when offered for sale outside the regular channels. Those sellers
try to get riq off their produce by selling it quickly to avold objections from other
farmers ang to avoid overhead payments or expenses. These prices tends to be lower
than other Prices at the same market for many reasons which may inferred from the
above explantion. Such newcomer's basic purpose is to conduct some bustiness in the
clty centre such ag buying fertilizer, undertaking some personal shopping, visiting
friends and so on, so they tried to get rid of their produce quickly as they have no time to
Walt, and therefore ignore normal procedures. Thus their prices are not subject to

Overhead costs such as those incurred by transportation, processing and packaging
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Wwhich have to be met by regular vendors. Also they sell their produce without grading
Or processing and it tends to be of poor quality, often in a soiled condition and highly
perishable. Thus little .proflt is possible and stocks will deteriorate and greater loss will
be incurred, if it 1s not disposed of qutckly to ensure an acceptable return. So prices are
usually below those offered by regular vendors. With no offical control and no

Pumshment by government offlclals irnposed on those "by pass" farmers, who sell :

through unofﬁcial channel to traders ,

A

In Iraq the market days are from Saturday to Thursday nclustve for most “taﬂ
markets and prices remaln constant throuhgout any given day. Normal sellers are ablc
to keep their produce fresh all day up to eleven o'clock at night, Thus, the prices
generally remain stable during the day, and would not fall unless the produce becomes
stale or filthy by the end of the day and will deteriorate if it is kept until the fouowing
moming when new produce comes to the market. The fresh and high quality produce is
sold early during the day, and what remalns is sold at lower prices.

The prices remain conetant in the market throughout the week, but there is a
remarkable decrease of the wholesale prices at the week ends. Most the sellers try to get
Hd of their products and to have as little as possible left by Friday - the religious
holiday - which is the offictal public holiday in all Muslim countries. These lower
prices may also occur due to the increase in competition between sellers in the market
Place. In the winter and when it is cold and raining, prices are obviously lower when
fewer people visit the market or go shopping, especially in the evening. Thus prices fall |
due to an over supply of produce.’

1t 13 difficult ot asses retailer's profits, as profit margins vary in accordance with
Wholesale prices, Retaler's profit on week days is considerably higher than at the week
end or at the end of the day when the products that are left unsold are soiled and of
POOr qualtty and so must reduce their prices to avold further losses, As we shall see later

in this chapter the average mark-up on fruit and vegetables is about 20-25 percent of
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s, and
the wholesale Prices and this may not be enough to cover their overhead expense

sents one
thus they have to take steps to avoid changing the official prices which repre

local
of many criticism of the present marketing system of fruit and vegetables in the
markets, .

L

i 6.5 Food Prices In Iraq @

‘Y In Iraq, the "General Establishment of Mariceting Fruit and Vegetables” is the
government department responsible for preparing the weekly retail prices in the
domestic market for fruit and vegetables. But a general problem stems from the high
retall prices of these food stuffs if no comparison has been made at official level
between wholesale Pprices and retial prices. These weekly indices indicate the actual
prices to be charged for fruit and vegetables in the market for all varleties of a
particular commodity, only two classifications of each commodity being made, that is
grade one and grade two, Thus two prices are set. The lower price is for the second
grading and the higher for the top grading of each variety, whatever source they come
from Apples and water melons may be used as examples of this practice. The "Central
Organtsation of Pricing" in Iraq reported that the annual percentage increase in retail
prices of the fruit and vegetables was about 20 percent in 1985, compared with about 7
Percent in 1977, The reason for this upward percentage is due to the increase of the

Production costs,

AS mentioned above, with regard to agricultrual produce in the local market in
Iraq, there are wholesale and retail prices. When the products are sold on behalf of a
goveernment department, the prices set are intended to keep price levels low for the
benefit of consumes and these are usually called the omclal prices. But in fact, there are
Middlemen  or Private wholesalers who set their own prices, with no regard for

. The
Consumer interests and their prices are usually called the unomclal prices

rices
Genera] Establishment tries its best to control retail and wholesale P
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stmultaneously by imposing its selling regulations on buyers, although wholesalers try
to ignore such controls thereby making the policy ineffective. The government has
introduced particular measures to control the business at wholesale level such as
standardtsation, grading, packaging, percentage of commission etc. At the retail level,
retailers have been asked to sell at the two official prices and retailers practices are
monitored by official inspectors.

No official studies have been undertaken in relation to offlclal prices (government
Prices), and unoffictal prices (private prices) to provide a clear-cut comparison between
the two. But the existence of unofﬁclal prices and the manipulation by retailers of
offictal prices is reflected in the number of complaints made by people, when they
contact the appropriate government department by telephone concerning any
varfation in the offictal price. In this situation, a comparison of the two prices is
difficur, ¢Specially when retailers will not give evidence which might bring them to
court when anybody discusses the question of prices with them. From time to time,
dally newspapers provide lists of retatlers who have been fined or tmprisoned for not
adhering to offictal prices. Also as a consumer and a person with research experience,
the writer can vouch for the existence of this phenomenon. The crux of the problem in
the researcher's opinion is reléted to the grading of the produce. When a particular
Product hag only one grading, consumers will see the exact price of that product on a
board in front of the shop, When the produce has two gradings, namely first and second
class there are two prices. In practice what happens is that a retailer sells the second
class grading at the top price, and the first grading at a higher price, ie above the first
class grading price, Sales of high quality fruit and vegetables are usually to regular
Customers who gre Comparatively rich and are willing to pay more. Thus, good quality
Produce 1s not sold to unknown customers, and is usually kept out of sight in the shop.

Retatlers cap avoid any awkward situations with friends or regular customers by

telling them that certain qualtly products were bought from wholesalers through
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unofficial channels at prices above those in the market place. Usually those who pay
more will not argue about it for economic and social reasons,

In general, there 1s a lack of detailed tnformation concerning the difference between
government prices and unofficial prices at both retail and wholesale levels. However,
official reports and evidence of the dally activities practiced by both wholesalers and
retailers, provide some indication of variations between private and public prices. The
datly complatnts of individual shoppers and the shortage of certain types of fruit and
vegetables, such as oranges, water melons and apples shows that some irregular
practices take place and non-observance of offical prices regulatxons clearly disrupts
the marketing system in the frutt and vegetable markets. Officials responsible for
monitoring the market to ensure observance of the official list of prices by retailers
accuse them in their weekly report of ignoring these lists and selling to their own
advantage, disregarding the interest of the public. Their recormnendation concerning
Punishment of those who have lgnorcd government regulations are evidence of price
Irregularities, In 1986, oranges have provided the best example of retatler and
Wholesaler practices. The offictal price of oranges was 650 fils/kg. At this price, oranges
Were not avatlable in the local markets. They were, therefore, removed from the weekly
Pricing 1ist, Immediately, thereafter, oranges appeared in large quantities in the
retatlers’ shop at 2-5 ID/kg, about four times the official price. This is further proof that
Price variationg exist, and the pricing system employed by the relevant government
department does not work. The researcher believes that the absence of opportunity cost
analysis by the Ministry of Agriculture copntributes to the imposition of arbitrary
Prices by the government for food products in general. So the prices usually reflect only
the actual cost, and do not reflect the demand and supply situation in the market.

From the official reports relating to price variation, one can infer that the seller's
Prices are generally higher than the oficial prices set by the government. Sellers

obvicusly et their prices to suit themselves, without considering the Interests of
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consumers, It seems that demand for fruit and vegetables is of an elastic nature, and the
increasing per capita income in the last ten years has encouraged sellers to raise their
prices and consumers are prepared to pay, since they are unable to prevent prices
increasing per capita income in the last ten years has encouraged sellers to raise their
prices, and consumers are prepared to pay, since they are unable to prevent prices
increasing, People want higher quality and are prepared to pay for it. At the same time,
retalers convince customers that produce of such quality is bought privately, not
through the government channels; Profits are, therefore, high, since, as we mentioned
above, there may be a four-fold difference between official prices and private prices. The
desire to make high profits 1§ one reason for this. Other reasons are, the offictals’ rigid
pricing policy, and the influence of the demand/supply situation. The sellers do not

Incur any costs related to transportation, grading and packaging, as such costs are

bome by the farmers themselves.

6.6. Price Control Mechanism.

The above discussion reveals that the public policy of controlling prices ts
ineffective ang price stabilisation in the interest of consumer protection and the
Malntenance of a smooth flow of products in the market channel is not achleved. In
fact, prices are largely controlled by the level of supply and demand at the local and
natlonal leve], Thus, the continuing use of unofficial prices in the market by
Wholesalers or retaflers is based on the demand/supply situation relating to
agricultura] Produce. Where such a mechanism operates, one does not expect, nor does it
happen in Practice, that the level of unofficial prices will be less than the prices fixed by
the government, when supply exceeds demand, whereas the government objecttve in
Setting such prices 1s to maﬁ;e them higher than the level of prices in the market.

As we shall see in chapter 8 in more detatl, and as mentioned previously in this

chapter, there are two levels of prices, minimum and maximum, for two grades of fruit
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and vegetalble, whereas, in dates and grains, fof example, there s only one price for
cach product, no attention being paid to classification, grading, or regional source.
Grading is tmportant for the pricing of fruit and vegetables which are also dlﬂ'etcnt
according to regions. For example, when some vegetables. mostly perishable ones from
the middle part of the country, first appear in the market, they are classified first grade,
but gradually, as the peak of summer is reached in the southern part of the country, the
Same commodities from that reglon are then regarded as first grade, because they have
Just reached ﬁxe market and those from the middle region are regarded as second class.
In this case, the product is differentiated, hot in terms of size, colour, or freshness, but
only according to reglon, althsugh vconsumers are unable to distinguish between
different places of origin, as far as such products are concerned. The point to be made
here 1s that such distinguishing or differentiating of the produce 1svnot effective, simply
because sellers take advantags of ”this system and exploit it for their own benefit,
against the interest of consumers, What they do 1s keep the best quality of agricultural
PrOduce frrespective of its region, and sell it at higher prices only to their regular
customers and those consumers who want higher quality and are prepared to pay for it.
In addition, they sell second grade ‘producc as first grade, and tn both cases, profit at the
expense of consumers. Such a mistaken policy pursued by officials indirectly enables
sellers to engage frecly in thelr activities and makes it easy for them to evade the
l’cgulatmns

Another weakness of price control is reiated to the sales of mixed vegetable products
consumed traditionally by various local consumers, stnce the official prices tend not to
be clear, For example, the cornmon method of pubnc prlcmg is to set the wholcsale price
for each Product individually, whercas prices of mixed vegetable are ﬂxcd at omcial
retail prices according to agricultural groups. Thus the consumer has to pay thc higher
level of prices for each individual item of this group, as they cannot know the official
Tetatl price of each item indivldually Thus the consumer in this case agaln suffers as he
has to Pay the higher fixed price at retail level and this is cxacerbatcd by the fact that
Tetatlers  generally regard most of their products as ﬂrst class. irrespective of grading

Offictals themselves may not care about following the regulations, especially at the

Peak time of the season, This represents a wealness tn the control system. Agricultural
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Pproduce on such occaslons, is sometimes priced per unit, whereas, when there is a
shortage, or at the beginning of the season, pricing is arranged acqordlng to weight.
Such disorganised procedures may prevail in the summer, when the public markets are
full of produce. This applies to most vegetables, such as egg-plants, tomatoes, Kosl.la and
water-melon, and to fruits such as apples and peaches. A defect like this in the present
system, with no attention being paid to grading in terms of the quality of the produce,
encourages farmers to harvest products before they are ripe, which does not help to
improve the quality of products and does not promote improvement in cultivation °
methods,

There is another trend pursued by farmers at the present time. They use special
methods to produce certain agricultural products for which they expect to be in hiéh
demand by consumers all the year round, such as eggplants, cucumbers and green
Peppers. They use plastic covers which protect the produce all year round, such as
¢ggplants, cucumbers and green peppers. They use plastic covers which protgct the
produce from adverse weather, and then sell the produce out of season at a Pﬂcf which
13 not subject to government restriction. Many farmers pursue this policy. Produce of
such high quality 1s well packaged and processed, and it brings a high return. There is
1o official government intervention concerning prices, because such produce is not
marketed through the public channels, and it is produced outwith the regular season.
When farmers know that they can sell at any price they like, this provides strong

Incentive for them to increase their investment in such activities.

6.7 Price Stabilisation By Government:

Most governments at the present time use a variety of methods to mtervene in the
market. In an attempt to achieve price stabilisation, and for other purposes such as
consumers welfare, and fair income for farmers. Price stabilisation in a particular
country 1s related to other factors which must be considered by the government in order
to produce an appropriat;l\j;o"ncy which is relevant to the country's needs. Total
Production, per capita tncome, and the level of the country's economic growth are all
factorg that have an effect on the price policy to be pursued.

In countries with different economlc conditions, the econornic measures introduced

will Vary accordingly. The purpose of government pricing policy in rclatlon to staple

337



foods in Iraq, such as wheat, flour, sugar, tea, and other imported food items, is to
regulate the flow of these items so that prices remain constant.22

With reference to the effect of agriculture in the process of economic growth,
governments tend to intervene more and support policies to regulate production and
imports to achieve self-sufficiency, to avoid deficit in its trade balance and to save
foreign excange. The introduction of govemment guaranteed prices by the British
Government, for example, atmed at achieving an increase in agricultural prosperity. It
1 appropriate to refer here toa statement in the 1947 Act, to promote and maintain a
stable and efficlent agricultural industry. capable of producing such part of the R
natlons s t‘ood and other agricultural produce in the United Kingdom as in the natlonal v |

3,

mterest itis desirable to produce. and to produce it at minimum prices. conslstent with

~—-—-—-.....__,~_~_».__.__,__.,,__ = i e RSN o

Proper remunerations and living conditions for farmers and agricultural workers, and |
an adequate return on capital 1nvested 1n the xndustry ’I‘hus the Markeung Boar ds |
espectally those for milk had come to be regarded by both farmers and the government
43 8 useful means of bringing a measure of stability to markets which had previously
tended to be unstable, 23 * ’

- While the governments of developed countries are anxious to intervene to achieve
price Stflbﬂisation. it 1s equally crucial for developing countries to implement a
stabilisation policy. Some ‘economists believe that intervention by the governments of
developing countries is of vital importance. Through the central planning that
Operates in these countries, it is believed that such intervention can create appropriate
Price levels, The government wm "be able to allocate rationally the avalilable resources
Wwhich are mostly scarce, through the policy of pricing as a means of planning in the
hands of the government, 24

As we Pointed out earlier, the price stabilisation policy depends upon the economic
conditions of each country, and ii is not the only target of governmental intervention.
A pricing Policy for stabilising prices is needed in both developed and developing
Countries, although aims may vary to some extent, but both attempt to stabilise market
conditions to serve the nation and the economy as a whole. Thus, price stabilisation is
8PPlied in countries where there is a glut in the market or a shortage of a particular

pr°d“¢ts- So price stabilisation 1s not an end in itself. 'When supply exceeds demand,
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the stabilisation process has the effect of protecting farmers against falling prices. On
the other hand, where there is a shortage the aim is to make the product avatlable n
order to reduce consumer hardship. Both objectives are in the interests of the nation
and the economy as a whole, .

Clearly, one of the aims of the above policy is to provide a fatrer income for those
who work in the‘agricultual sector, and other sectors of the economy, so that farmers

have a great incentive and in comes are distributed more evenly. These objectives are

Pursued by édvérﬂfneﬁts in both developed and developing countries employing
different policies and different measures. In developed countries, agricultixral prices
and farm worker's incomes genrally lag behind the pnces'and incomes that prevaﬂu\in
other sectors in the cconomy, This situation is related to the inelasticity of demand for
agricultural Products, especially when supply exceeds demand. Government policies in
these Countries, such as direct payment for producers, constriants on production, and
other forms of support for producers, are examples of measures designed to maintain
adequate levels of revenue for producers in teh agricultural sector, On the otth hand,
in developing countries, supply lags far behind demand and the first objective is to
bridge this gap between the two, by increasing porductivity and encouraging expansion
to satisfy the nation's needs rather than pursing the pricing policy practised in the
developed countries. In oéher words, redlstributioﬁ of income 1s a more important
Objective in developing countries. A higher level of income and increased return for
farmerg can be achieved by providing appropriate incentives.25

In Iraq, as we shal see in chapter seven, guaranteed minimum prices for ;
agricultural produce repregented the initial form of price policy stabilisation which
aimed to protect farmers by providing them with a guaranteed return, and reduce the
element of risk ang uncertainty in the field of agriculture in order to encourage them to
increase their productivity and to help the country and the economy simultaneously.
At the time being this policy may be regarded as a postive measure by the government ,
for Protecting farmers.26 In the previous section, we stressed that retail prices in Iraq
are four timeg higher than those of the prices fixed by the official department
concerned with agricultural produce. The absence of incentives for farmers is one of the

agricultura) marketing weaknesses in Iraq. Thus the prices of most types of
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agricultural produce are at a low level at the field gate, and consequently farmers have
tried to use their skill to produce and sell in the black market to make whatever profit

they can. The official weekly prices represent the most important feature of the

government's intervention policy with regard to stabilsing prices for these
commodities including crops such as rice, wheat, and other staple products by
arranging a guaranteed minimum pricing level. These prices have been fixed in Iraq
since 1958 fpr certain crops and since 1968 for fruit and vegetables and they change
from year té year, '

With reference to crc;ps. we have pointed out that the Marketing Board has failed to
achieve the required objectives, and we suggested how the Board could succeded in 3ts
activitles in the fleld of marketing.. In chapter seven, we shall see that the quantity of
fruit and vegetables bOugh£ from farmers is not very great. This situation has
deteriorated in recent years as the amount of produce has decreased and the amount
purchased by ﬁxe Board is negligable. Officials of the Board believe that this situation
has developed because in the past, the level of prbducuon was not encouragcc}: This
trend still exists, therefore the conclusion derived from our analysis remains vital.
Conscquenﬂy the effect of this policy on the farmer was not what was expected.  In fact,
it had an adverse effect on the food industry which s largely dependent upon local
agricultural output, |

At this point is 1s convenient to mention briefly the fatlure of the cooperative
Organisations in Iraq in achieving their objectives as this is relevant to our discussion
of the failure of the official policy,

One of the major causes of‘ the failure of cooperatives in Iraq is the lack of
Mmanagerial skills and tratned personnel in the field of management in general, and in
the field of agricultural ymarketmg in particular. Collection of the produce by their
Organisations 1s poorly organised and its sale in the official market takes a long time,
Farmers, being aware of such weaknesses and concerned about them, are prepared to
Sell their produce to private agents, especially in the case of perishable produce.
Moreover, cooperatives do not pay farmers immediately after harvesting. Instead, they

have to wait 5 considerable time before they are paid for their produce. As a result,
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cooperatives generally suffer from financial problems. Consequently, such
Organisations lack the basic infrastructure which is essential for agricultural
marketing such as cold stores and strorage faclilities for produce where such facilities
are needed to maintain its flow to the market on a rational basis. The shortage of
skilled people to manage and control such activities results in a beaurucratic procedure
for organising the purchase and sale of the produce. Delay in announcing the
Purchasing arrangements has a marked effect on the decisions by farmers concerning
disposal of their products. They rush to get rid off their produce and the resulting
bottleneck in the distribution, packaging, loading and unloading of the produce in the
market place, affects the quality of the produce, and this encourages farmers to sell
their products throug unoffictal channels at higher prices, thereby obtaining a better
return, ‘

14

-

In general it seems that the aim of the pricing policies has not been achieved, that is
the efficient organisation of a systematic product flow in order to lighten the farmer's
burden and to allow consumers to ob‘t‘am what they want in their own areas. Thus, in
general the official pricing policy for such agricultural produce as fruit, vegetables and
grain crops is not efficient, The problem is even not eased by the fact that, there are
many state organtsations whlich specialise in producing fruit and vegetables,
Supervised and controlled completely by the Ministry of Agriculture, and all thelr
Products must be sold throuhg gox;emment channels which play a negligible role in
agricultural marketing or in enhancing the government pricing policy.

The reason why the government h.as intervened increasingly in the agricultural
Sector in the buying of agricultural produce and particularly in marketing, is to
¢ncourage farmers to continue farming their land, as there is an increase in the number
of farmers migrating to urban areas, looking for a greater return in other sectors of the
cconomy, since the agricultural industry was characterised by a low return at the

farmgate. But the policy of direct buying of agricultural produce by the Marekting
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Board séems to be ineffective and inadequate due to the fact that farmers can sell to
Private agents and thus the amount remaining for purchase by the government is
negligible, compared with total production throuhgout the country. In chapter four, we
mentioned thaf farmers need credit for production, consumption and marketing
Purposes. They lack finance and the result of minimum gruaranteed prices on farmers'
purchasing power and on their standard of living is minimal and this represents‘ a'
major criticism of this gbvernnient policy. .Such bnces are not sufﬁcient to allow
farmers to 1gnore the services of private moneylenders or to enable them to meet their
Personal daily needs or to cover‘ thé increasing cost‘ of prqduciiori and other
requirements. The price bf oné Kg of rice in 1970 was abdut 100 Fils, whereas ancr the
government support policy was introduced the cost of each Kg rose to 300 Fils in 1982,
that 1s about a three-fold increase, whereas the buying price méreascd byrot}ly 10
percent, Moreover, the buying price--the guaranteed pricqé—-ts the‘same for all type of
Produce irrespective of tfxe quanty and the region ln which it is grown. Table oije shows
that kthe average cost of plranting v\;hcat production per acre varies in dlffgrent
governorates, However, the same'price éppues to v?heat'wherever itis grown. Pj-om the
table, the total cost in Babyldn and Al-Anbar, in the Middle Province is 4.5, and 6.5 ID.
per donum rcspectively. whereas the total cost in Nineveh, and Arbil in the Northern
Province 13 2.6 and 2.8 ID respectively. Although the reasons underlying such
differences are not our concern here it is clear that costs can be twice as great in one
area as another, .

The researcher believes, that there is insufficient consultation between the
government departments concerned with pricing matters to enable them to set
Teasonable prices for puri:hasm'g produce from farmers. When costs are lower, farmers
are better off and when they are higher, their income drops. Accordingly, they are not

€ncouraged to sell to the government. The guaranteed prices should vary from region to

T¢8lon to provide farmers with an incentive to sell their produce to the state
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... .Table 1 , ST
. Estimates vof"Av“eiag'e Cost of Wheat Production per Hectare
According to Production Requirements by Governorates, 1983 (ID) N\

i ! . ) B " U =" Iaild : s !‘Fértt- ) ) - . ‘ : .' ) 7‘ .‘,' mtal .
Governorate “Rent | - lisers Seeds | Machinery | Labour | =~ Cost -
Nineveh - = | o008 | /- 1.00 1.39 017 | 264
Salah Aldeen - | 011 | 001 | O091 | 143 066 .| .312
Al Tameem : . 010 |[.. - 0.97 ‘' 0.62 0.60 229 -
Diyala - 1.019 | .oo03 0.86 0.79 0.88 2.75
Baghdad | 042 | o509 1.19 2.92 0.67 5.79
Alangar 032 0.24 1.01 361 | 134 - 6.52
Babylon 0.76" 0.56 1.04 0.96 122 | 454
Kerbala 0.16 030 | 1.03 0.90 1.64 403
Alnajaf “0.26 0.12 0.97 3.79 '1.77 691 -
Alqadistya 0.37 - 1.00 4.05 0.32 5.74
Al Muthana -~ | o0.25 - 1.00 2.30 008 | 453
Thiqar 0.48 - 11e 0.43 0.74 2.84
Wasit ' 0.56 0.05 1.02 2.14 063 | 440
Maysan 029°' | 0.01 0.97 1.90 0.97 4.14
Basrah =~ 0.22 0.01 0.82 1.77 126 4.08
Dohok 0.12 . 1.20 1.10 0.46 2.88
Arbil , 0.05 . 1.00 0.96 0.74 2.75
Sulaimantya 0.12 . 113 1.36 0.74 3.35

Source: Mtntstry of Agricultural and Land Reform, Annual Report, 1985,
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d6paruncnto. This applies to the production of various crops. Téble 2 shows that there
are differences in the cost of production of barley in different goVemoratcs.

Table 3 shows that the differences between wholesale and retail prices are about
10% which also conctltutes the profit margin on canned food. This low percentage
profit may discourage retailers from dealing in such items so that the flow of these
items into the mérlteung system is mterruoted. It is not surprising, therefore that there
13 a shortage of such ttems when they are most needed, for example date syrop in winter,
Is in short supply in both the marketing, énd distribution systems. The avaﬂablc profit
level does not cover the expense incurred by farmers in running their day—to-day
buslnecs, which is estimated to be about 28%. Table 4, whichv lists the average retail
Prices of certain foods stuffs, shows a discouraging percentage increase over a thrce-r
year period in the capital Baghdad. The low percentage of average price inoreases
reflects the low increase tn retail prlces for these items with a resulting low profit for
retaflers. This trend in prices encourges rctaﬂcrs to sell at advantageous rates, by
deviating from the official prices in order to achieve a satisfactory profit margin to

enable them to survive in busines. In general the overall tncrease in official retail
Prices is 3% per annum., 27 |

6.8 Proposals Concerning The Marketing Infrastructure:

For Pcrlshable products in particular, such as fruit and vegetables, there are only
two ways in which farmers can dispose of their produce after harvesting, that is either
selling 1t immediately to avoid any loss thrOugh deterforation on account of its
pcrlshabmty or to keep it for a period of time in an attempt ot avoid any downward
Price movement so that the flow of such produce can be rcgulatcd to match dcmand and
this secong choice involves the avauabmty of storage facﬂmes to keep the produce in
good condition Other crops such as wheat barley and rice, are lcss pcrlshablc so that

there is not the same need for storagc factlities. However, price stabilisation is the
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Table 2

Estimates of Average Cost of Barley Production per Hectare
According to Production by Governorates in 1983 (ID)

Land Fertt- Total
Governorate Rent lisers Seeds | Machinery | Labour Cost
Nineveh 0.08 - 0.93 1.30 0.17 2.48
Salah Aldeen 0.09 003 | 078 1.59 0.66 3.15
Al tameen 0.06 - 0.82 0.71 0.60 2.19
Diyala . { 030 0.02 0.86 0.85 0.88 2.91
Baghdad ~ | 030 | 0.35 092 | 320 0.67 5.44
Alanbar _ 0.14 0.01 0.81 3.00 134 5.30
Babylon 052 | 023 - 1.00 0.93 1,22 3.90
Kerbala -~ | 025 . 010 | o094 1.17 1.64 4.10
Al Najaf 1-:0380| 012" 097 3.50 1.77 6.66
Al Qadistya = - | 0.29 . 0.83 370 ‘| 0.2 5.14
Al Muthana: - | 010 | - 090 | 255 0.98 - 4,53 -
Thigar - . | 035..| - 0.96 0.47 0.74 2.52
Wasit - - [ o027-}. - 093 2.16 0.63 399 .
Maysan o021 - 0.96 - 2.20 0.97 - 4,34
Basrah - 1-015 |, - 071 177 1.26 - 3.89
Dohoh = “|.gog | 2 " " | 087 1.18 " 0.46 1 2.60
Arbil - 0 006 |- - | 090 | 110 074 | - 2.80
Sulaimantya ' ~*|~0.07 /| - -] ‘091 | 095 074 | 267
\ Source: Ministry of Planning Annual Report, 1985."
" Table 3

Wholesale and Retail Prices of Domestic Preservation, 1983 (XD/kg.)‘

Item Wholesale Retail

Peas +0.130 0.140 '

Okra : .. 0.100 0.110

Eggplants 0.100 0.110

Broad Beans ) 0.150 0.160

Dry Beans | 0.100 1 o110

Vinegar - 0.083 - 0.100

Jams - Varieties 0.140 0.150

Date Syrup - . 0.130 0.150

Tomato Paste 0.335 ' 0.350

. -
s e Y, -

Source: Ministry of Agricultural, Annual Report:t‘1985.~~ :

Table 4
Average Retall Prices of Foodstuffs in Baghdad, 1983-1985 (ID//kg.)

- ltem : 1983 | 1988 1985 .
Green Gram (Husked) 0.088 0.092 " 0.108
Kidney Beans - 0.121 . 0124 0.123
Dry Beans . " 0.141 0.149 0.160
GreenBeans - 0.174 0.258° 0.214
Cabbage \ 0.036 032 0.043
Caulieflower 0.063 0095 - 0.007
Potatoes 0.070 0.070 0.092
Carrot ' | o0.048 - 0.061 0.059

- Rice 0.136 0.159 0.180
Okra . ; 0.196 0224 0.250
Grapes | 0.155 0.192 0.183
Dates _ d_oo70_ | 0091 __|_ o181

. / ‘.Source: Ministry of Agricultural, Annual Report, 1985, v
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basic purpose of government intervention in the marketing system. Accordingly, the
policy of price stabilisation should take into account a number of considerations. Such
variabies include the availability of the product, supply and demand and the interests
of both farmers and consumers. Latter interests cannot be served until the question of
supply and demand has been settled. , e ,

We have pointed out in previous discussion that the officail pricing policy had not
achieved 1t$ objectives sitmply becausc of uncertainty about the level of supply,}of
agricultural produce in the local market. The relevance of this to the supply_o{ fruit and
vegetables, for example, is that supply can vary at harvest time, and specifal measures
should be taken to dispose of these product$ in the market 'duc. to their tendency to
deteriorate rapidly, | Dates for example should be harvested not later than the middle of
October to avotd the rainfall at the beginning of the winter season which starts,{n mid
November. Thus the crux of the problem is the need for suitable facﬂltﬁes for storage
including adequate cold storage to regulatc the flow of such perishab}e products to the
market so that it reaches the consumer at the right time and in the right place. This
would prevent any marked price changes which might lead to drastic fluctuations in the
Supply of these products in the local market. The provision of appropriate factlities for
cold stroage and access to convenient warehouses would remove or at least ‘alleviate
Product losses and reduce marketing constraints causcd by a glut at harvesting time and
shortages thereafter., Such tecimologlcal improvements would consututc and attempt
to stabilise prices in the market, thereby bringing relief to both consumer and fam;cr.
that 1s farmers would be protected against falling prices and consumers would be
assured of a regular supply of the prodcue. ,

The researcher fnust here explain what he means by technologlcal improvements,
In simple terms they refer to the fact that for each agricultural product there is a cexftam
Perlod quring which it stays in its natural state in terms of quality. Thus, storage

conditions differ according to each product's characteristics. For example, cherries
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keep for only four days given the appropriate storage conditions, apples can be stored
for about a year in the appropriate temperature, whereas grain can be stored a longer
period. In other wofds, different storage conditions are required for different
agricultual products, and the purpose of the storage function by and large is to bridge the
gap between one season's harvest and the next. Effective storage required particular
skills to maintain and manage such facilities so that they may be so regulated.so that
produce can b e stored for a short term such as week or for longer periods such as a year
or even longer.28 Storge factlities in Iraq are not adequate especially cold storage, and
Stlos-Data which support this view, will be provided in chapter eight. But what is
relevant here s that the Iragqi government has adequate finance to change this
8ltuation, Because of the inadequate facilities at the present time, the researcher
belteves providing these basic requirements is one of the most important steps that
should be constdered by the central planners to overcome the problem and they should
do this on a large scale. Some local techncians and others from Egypt are running the
existing cold storage factlittes owne& by the government. Although administrative
difficulties may arise at the introduction of such a programme, in the researcher's
Opinion this does not constitute a serious problem, since, with the government's
financial resources this problem can overcome, and Iraqi personnel will maintain the
storage factlities, The government, with thé support of the financial institutions, such
as the agricultural Cooperative Bank, and Rafidain Bank, may encourage the
development of a nationwide project to establish an effective cold storage system. Such
factlities may be located on the outskirts of cities, near the wholesale markets, or
Within the production areas. Running these facilities could be undertaken by a special
government department under Ministry of Agriculture supervision, with the possibility
of assistance from cooperative memberé. -

Convenient cold storage facilities would help to extend the life of all stored

Products, An FAO programme shows that appropriate storgage conditions enabled
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apples to be kept in good condxﬁon for nearly two months, whereas usually apples can
be kept for only one month.29

The implementation of a cold storage pfogramme will differ from one country to
another, 'depending upon the country's financial and other resources and product
comparative advantages,30 and above all such a programme will not solve the problems
in a short timé. Organising the market and the flow of products also depends on other
characteristics such as a glut or overproduction of some commoditites, shortages in
others, and the elasticity of demand for the produce, all of which variables affect the
success of such programmes. But success is most likely to be achieved when the
Programme goes hand by hand with efficient organisation of the production process to
avold a shortages and a gluts. The use of cold storage has little effect whgn there is .
under-production of particular produce, in which there is little effect in terms of price
stabilisation, ‘Keeping agricultural products in storage warehouses, and ensuring a
Teasonable supply of a particular commodity will help to prevent price fluctuations or
Possible price manipulation by middlemen or by external forces. -

In many countries, the shortage of storage factlities for agricultural produce has led
directly to an unstable situation. Other fneasures have also been taken, a part from cold
storage, to alleviate these problems for example, by canning products for sale to
consumers. Thus consumers sometimes cannot afford to buy canned foods because they
are expensive, not being subject to government subsidy. The criteria underlying the
measures adopted in some developing countries are not quite clear due to lack of
government control and a administration of the processing industry.31 In Iraq the
government support the canning industry so there is a big demand for canned food as
People can afford io buy it. This government's policy is important as it reduces the
effect of the shortage of certain commodities such as, tomatoes, apricots, and eggplants.
Consumerg generally use canned food - especially in the city centres as different

religlous practices affect consumption of such items. These factors will be explained
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later in chapter 8 - when there is a shortage of fresh produce during the off-season. The
involvement of women in the work environment, the 1rnproved standard of living and
better educational factlities are factors that increase the demand for canned and
Preserved food, so that about 60% of the working population buy these products.32

Food processing represents another measure in addxtion to the canning of
agricultural produce. Processing is usually carried out by traditional methods, through
cxposure of the produce to sunlight until it is completely dried. The researcher, as a
final consurner, estimates the amount of agricultural produce processed by this method
Is about 25% of all fruit and vegetables in Iraq. During the country’s hot summer, when
the temperature rises to 500C, vegetables rather than fruit are the type of agricultural
Produce most often dried usually at consumer's homes. The vegetables in order of
Popularity are, okra, eggplants, onions, garlic and tomatoes. : ,

Before closing this chapter it is relevant to mention certain aspects of pricing in
the firms visited, 1n terms of pricing objectives, major problems which reflect the
Tésearch findings about ,pricing to give a comprehensive picture of the price
mechansim, and again we shall avoid further analysis of prlce policy details as this
subject needs a further study. However the price mechanstm, which is our aim in this
chapter has g direct link with cost accounting system which is out of our major study
area. Nonetheless we shall reiterate briefly the government policy towards pricing in

the food industry,

The government's intention in gerneral is to control prices for all consumer and
industria) goods, not only agricultural and food products. But as we found in our
Previous discusston, unofficial prices differ between rural and urban areas, ' and may
even be different in different city centres. Koyal for example, has mentioned that
prlces in the Northern part of Iraq are different from those fixed by the authority, and

he ¢xplained the reason for this variation as being caused by the weakness or
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unavailability of the official monitoring, responsible for price enforcement in these

areas and the fact that official stores are either scarce or non-existent,33

"6.9 Objectives Of Pricing :
Profit, the basic goal of any commercial business, is the difference between het ’
expenditure and net revenue. There are many other goals such as market share,
stability, and return on investment, so that price is regarded as one element of the
marketing mix.34 There are no clear-cut written procedures involved in setting prices
or setting price goals. Few price objectives or pricing policies 'are to be found in firms in
developed countries. For example, in the United State, a survey conducted by the
Natfonal Industrial Conference Board discovered that only four out of one hundred and
fitty-five leading ‘manufacturers employed written procedures, 35 and this is also the
case in most developing countries including Iraq. None of the firms visited by the
researcher efnploys a clear-cut procedure. The Iragi government policy is to subsidise
the prices of items which are regarded as basic necessities. In such cases, the
government tries to reduce prices ' as far as possible, thereby allowing traders a low
Profit margin which results in problems affecting the mechanism used in the
marketing system. In the absence of information based on research relating to costs,
such profit margins are based on a rule of thumb method. This practice supports the
researacher's view that officials pay little attention to the role of middlemen, and how
they determine their profit level, although they are officially regarded‘ as monopolists
Who disregard the interests of consumes for whom few insenttves are provided. As we
shall see later in this chapter, ﬂrms have little choice or flexibility with reference to

Prices. Such g situation also stifles innovative ideas or product development by private
frims,
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The survey, which will be discussed later, indicates that some of the price objectives

colncide with the firm's selling objectives, while others may be inferred from the

government attitudes towards middlemen or wholesalers in general,

| Maximising profit could be regarded as the main objective for most of the ﬁrmg
visited in the food industry. Twenty seven, or 90% stated that this was their principal
objective. This tendency is in keeping with the government objectives that firms in the
Public sector should make a profit, and this objective is included in the marketing
mix-36 Thus, the belief of executives in some of the firms vistited that their firms does
not aim at profit making, as they operate in the social sector is unfounded. _

In the food prodcuts industry in these firms, government intervention, in the form .
of setting prices, has the clear-cut atm of controlling prices which leaves little room for
¢mploying a pricing policy within the strategy devised by these firms. Thus, price
objectives will be discussed at a gerneral level - Macro Level- and this is one of main
reasons why our researach does not include an examination of the pricing policies |
Which prevail in the firms vistted. )

Government intervention and control of prices has a two-fold purpose. The first is
to develop the pricing mechanism employed by public firms, and the second 1s to protect
Consumers against heartless profiteering by wholesalers or distributors. This
Intervention s cructal when a particular product is scarce, especlally when it is an
essentia) part of people's diet. This was regarded as another important objective of the
Pricing policy in Iraq, and it is regarded by the government as a measure opposing the
Policy of middlemen who act against the interest of the people, most of whom are poor
Or even live at the suBsistence level. By and large, price control here operates for the
Purpose of consumer protection, as a mc.ans of countering the influence of middlemen
Or wholesalers whose interests are only to maximise their profit.

Another objective, which is also achieved.through government intervention and

Which may be inferred from discussion of the previous objective is to stimulate demand
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for and consumption of a particular product by changing the level of production of that
product. What is relevant to our agricultural marketing study is the use of fertilisers

which help fo reduce prices, thereby mcreasing demand. A two-fold effect follows in

that fertiliser production increases as more of it is used, and more importantly, there

is a general increase in agricultural producdvity so that more agricultural produ'cts

become avatilable, Thus. price reduction follows when thé level of production is

stimulated, Conversely, when prdductivlty declines, prices lnéreése. This happens'
when ti-xe government, in thke interests of the overall ecor}me- limits the amount of
imported products. ,

Another objective of pricing may also inferred from the last point r{xenuoncd.
namely reducing price levels. The govérnrnent of Iraq, for example, maintains low
Prices, for essential foods such as rice and sugar. The aim is to protect people, especially
the poor, from unscrupulus wholesalers. Such a policy varies according to the
importance of the product, the avaﬂabmfy of raw materials to produce; such a product
locally. Such a pricing policy is applied to products irrespective of the level of demand
and supply. Accordingly, profit and taxes vary according to the importance of the
products,

For the protection of consumers, middlemen and merchants have to comply with
government resale price regulations. Although the consequences of the practices of
middlemen in relation to this law are outwith the scope of our study, consumers suffer
as a result of serious weaknesses in the pricing policy laid down by the govemxr'xcnt.
However, the costing system has been left as an area of further study, and this is -
regarded ag constitixting one of this study's limitations. The weakness in the
imPlementa\tion of the -pricing policy, combined with other faults in the marketing
chain hag increased the problems faced by consumers in attempting to obtain what they
Tequire, The Pricing policy has in practice led to the absence from the market of some

€0ods which are essential elements of the people's diet. This, in turn, which has forced
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the government to distribute these products to consumers through its officials in
departments, has created certain psychological problems, since consumers have tq walt
until these products are avatlable at the government price rather than get them from
the market at inflated prices. f‘urther. where there is a problem in the distribution
system, consumers may travel to other markets where surpluses of certain agricultural
Products exist. This phenomenon has been noticed recently and manifests itself when
farmers bring their produce to urban areas, instead of as happened ten to fifteen years
ago, trying to find work outside the agricultural sector.

Above all, such problems have created a heavy responsibility for the government in
terms of ensuring thé implementation of resale price maintenance by retailers in tk}e

market on one hand, and the provision by its officials of the required services for

consumers on the other,

Moreover, t'l;éreA ”are“ éd-myir-ust.;ravuo»h” probl'eméw ba‘ssoc’:l.ate‘d | with ensuring the
mé.rkéting of these products {hroughout the country, since most of the officials are
unfamfliar with marketing or distribution techniques. However, these P"Oblclfls are
outwith our study area, | |

Generally speaking, the government intervention is inadequate and the ineflicient
marketing system is so poorly orgé}used that 1t is requnslble for much of the
inconventence experiencedlthmughout the country. The role of middlemen and their
POWer over the farmers, and the low level of profit available to wholesalers - who are
Nevertheless regarded as exortionists - has contributed to the spread of product
adulteration and black-marketing. The government, in its attempts to fight such
Weahlesses. has had to spend resources and time that should have been devoted to other
matters, in order to achieve general progress and devcloprﬁent in view of the backward
State of the economy. The point that the researcher wants to make 1s that intervention
by government should be devoted in the first place to improving the overall marketing
System from the start, a point that has been made earlier,” Other pomts)wlll be
mentioneq where hécessary during the remaining parts‘of the study highllghﬂng where
the fullest benefits can be gained from improving the market structure in general.

The above discussion reveals that government control over prices has created chaos

In the market, a result that the officials themselves did not expect, and this has
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contributed instead, to a great extent to the inefficiency of the marketing system. The
researcher believes that a number of reasons caused these shortcomings.

One of the most common reasons, as has been mentioned earlier, is that, there is
little understanding of marketing by both the central planners and the management of
most firms in both public and private sectors‘of the economy. Thus, little attention is
paid to such marketing tools as pricing advertising, costing and distribution, which
result in a deep-rooted problem in that there is a continuous shortage of the expertise
rcquired to employ the necessary marketing techniques and to formulate strategies for
solving marketing problems | I |

It was against such a weak background possessed by government officials that the
government intervened in the market to provide protection for consumers, to ensure
their welfare and to curb the practices of profiteering middlemen. Accordingly,
satisfactory results have not been achieved and the policy pursued has proved to be self-
defeating. As it was not evaluated and reviewed from time to time, the situation
continued as long as oﬁlcials regarded the private sector as undesirable. Legislation _
has encouraged only the public sector to flourish and its role in the economy has
expanded without an opportumty being given to the private sector to take part in the
Process of economic growth.

The role of the public sector in the economy has been increased for political reasons
as the country is trying to move towards socialisrn and the government, especially
during the last fifteen years, has intervened in a large part of the economy, thereby
Creating a situation which s difficult to control. The govemment has assumed an
omnipresent role in economic and other areas, The commendable policy aimed at
reducing prices has failecl and the black market still operates despite the severe
Penalties introduced to punish those who break the laws Middlemen and merchants in
the prlvate sector find ways of circumventing the laws in order to avoid thelr eil'ects by
such means as reducing their services, products adulteration. the use false weights and
S0 on, which lead to an increasing number of complaints by the people. a situation
Which 1ndlcates that government promises have not been fullilled. ‘ ,

The researcher believes that the general instability that prevails in the country isa

f“ndarntmtal cause of economic instability and consequently prices are also affected.
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Two points should be made clear here. Firstly, there are many rules and laws
toncerning pricing, a large number of regulations may control producers and various

departments dealing with priclng policy. This is due to the number of government

changes that occur when each new govemment introduces its own rulcs As a result,
there are a very large number of rules which are insufficiently coordinted or mtcgrated
to produce an effective pricing policy. Secondly the lack of stability of previous
governments contributed to disruption in the efficient use of productive factors and to
dissipation of the couritry's resources which adversely affected price ‘st'abmty. 37 Inthe
past govemments also concentrated on political matters and defence, rather than on
economic issues, a practice pursued by most developing countries, including Iraq; this
Is discussed in chapter three. In general, inefficient dlstributlon facilities, the absence
of a sound relationship between producers/distributors and consumers and inadequate
government intervention to improve the overall marketing system have contributed to
the loss of control over prices at official level. | |

The return required by businessmen involved in a commercial business is the  profit
dertved from the difference between expenditure and return. The priclngk objectives
referred to above are different from those pursued in developed economies. In the frims
visited, profit maximisation, the stimulation of demand, and the protectioh of the
consumer are atmed at by fixing prices, wheras the pricing policy ’objectIvyeys in
advanced economies are profit maximisation, ehsurlng efficient cash flow, and
attaining satisfactory market share. These differences show how far business in the
developing _economies including Iraq, is removed from ‘purély commercial
considerations, Although profit maximisation appears to be a common targct in both
types of ecohomy. the researacher believes that this objectlvts is in fact difficult to
achieve in the advanced economies where flerce competition exists. In such economies,
therefore, great efforts must be made to secure a profit and success in doing so results
from adopting the marketing concept, whereas profit in developing economies can be
obtained with little or no effort by management, and targets canbe achieved without

Providing consumer satisfaction or taking needs and wants into acount. . In other
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words, more effort and appropriate tactics must be adopted in the difficult environment
in which bustness in developing economies operates, |
Whatevei‘ the objectives are in developing economies, they are achieved by
procedures which are different from these employed in developed economies. >Xn the
researcher's interviews with exectutives in the flrms visited, they stressed that the
authority did not allow any changes in prices to be made ‘by firms in the public sector,
even if the aim was to n;ake prices realistic following- a ﬁeriodlc review of the factors
affecting prices.  Government opposition to such changes is based on polltical
considerauons Moreover, the private sector does not respond quickly to changes in the
economic environment. The situation differs 1n the developed‘economies and the
comment made by a Managing Director of a U.K. firm, fllustrates an attitude and type of
behaviour diﬁ'erent from those encountered in Iraq. With reference to priclhg policy
objectives, he stated that "above all, our objective is profit, but from time to tlme cash
flow 1s paramount, especla]ly when we have excess stock of certain typcs on our hands.
then we adjust our prices to get rid of some of the stock and improve cash flow.
Ultimately, though, the aim is to make a profit".38 Such a degree of flextbility in terms
of bustness behaviour is an important means of achlevlng market penetration. keeplng
business going in order to maintain continuity of employment and maintaining an
adequate cash flow. On the contrary, where government si.xppbrt is prdvidcd. little
attention 1s paid to such tactics. Therefore, one may say that in the firms visited, there
were significant differences in the degree of nnportance attached to pricmg objectl{res

and their achievement, in terms either of profit margins or other measures of success.

- N e e e bt AR e

16.10 Major Pricing Problems : s

As the researcher was particularly mterested in the prices of products offered by the
flrrns visited, especially in the public sector, the researcher asked the executives
l'¢f~°>l>0ns1ble to define the problems facing them in pricing their prodthS-, Not
surprislngly. some of tfxem states that there is no particular problem related to pricing,

Since they believe 1n government intervention. Accordingly, they can blame the
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officials responsible for pricing for any failure in the pricing policy. Six firms, 20% of
the thirty visited, stated that they had no problems. The remamdgr gave various
answers. Table 5 shows the résplt of the survey.’ ’

Not surprisingly, in view of the previous discussion, most of the firms Yisited
mentioned- the mampulation‘of prices by officlals as a major problem for them.
Reasons for objections to this practice are reported in the next section. What can be
mentioned here is that government intervention is sometimgs regarded as a means of
protecting a consumer. Althoﬁgh only eight firms (about 27%) referred to this as a
major problem, th-e re;searcher found that about two-thirds of the firms visited
mentioned it indirectly. ' .

The next most iniportant problem mentidned by the executives in thé ﬁxms visited
Was the upward movement of costs, nine firms, 30% of the total, mentioning that this
problem is more frequently met tha-n any others, after the pfoblem of goverximcnt
intervention. The researcher. beheves that this problem is caused by many factors. the
absence of an efficient cost accounting system contributed mostly to this phenomcnon.
Iromcany_ only two firms about 7%, mentioned this problem. Cost systems are not
regarded as contributlng to some of these problems, although they are the mqst

important element in the p'ricing system. Accordingly, most prices are frequently set

below an appropriate level,

.

With reference to the purpose of government intervention in price coptrol. the
resealfcher askedv the kexecutivesk for their opinion concerning WP?QICI' govcmmént
Intervention is for the benefit of the cosnumer, the producer, or both. Although the
answers Provided revealed different bellefs, there was greater support for the view that
government contro] is ?.xercised for the benefit of consumers. At the bcgmmng of this
Survey, the researcher expressed the same opinion which is in kecping with the results
of the survey. Nineteen of the thirty executives stated that government control is for

Consumers' benefit, while eleven believed that it is for the benefit of produpers. Most of

those Who believe that consumers benefit are in the public sector, and those who think

Producers benefit are in the private sector.
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Table 5

Major Pricing Problems as perceived by Executives

_ Firms Status Span ofActivity

Kind of Problems nfnlfs e | public Private | Export E:;ort
- High Cost (Cost of Production :

and Distribution) 9 30 3 6 5 4
Cost Accounting System 2 6.6 1 1 1 1
Government Control 8 267 |6 2 5 -3
Level of Competition 5 16.7 - 5 3 2
No Problem 6 20 | 4 2 3 3
No Answer . I - - -
Total . -1 30 . 100 14 16 17 13

M

- @ e e . o a4 e s

A few firms five, representing 16% of the total mentioned that competitors prices
constitute a problem for them. All five are in the private sector. The researcher
believes that the inﬂuerice of competition manifests itself between private fllfmS,fath?F
thank between public sector firms. This happens when there are differences in
managenient attitudes. In fact, this is also a problem aﬁ'ecting private as well as public
sector commodities, the prices of which are fixed at omciai level, without concern for
actual costs, most prices being supported by government action.

With reference to the adverse or the favourable effect of government control over
Prices, nine executives would prei‘er prices to be fixed first by firms, subject to
government approval, all these executives being in the private sector. 'l\venty-one
€xecutives in the ﬂrrns visited suggested that setting prices with flexible fixed margins
would be the most appropriate method of exercising government control. Eight firms
Supported the view that fixed prices represent the best rneans of implementing
government control of prices Those eight firms, all from the public sector may suffer
from a lack of expertise in the fieid of pricing Firms which suggested ﬂexible pricing
with a fixed margin may be interested in promoting competition between them as
thirteen of them are from the private sector. the other eight being in the public sector.
Again, problerns may arise that i accurate and eﬂ'icient cost accounting systems do not

txist to enable such ﬂexlbility in pricing to be effectively implemented. -
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6.11

Frequency of Changes in Pricing Strategies

Although policy relating to price adaptability is outwith the scope of our study, the
researcher noted that all the respondents stated that the government did not allow any
changes in prices by firms in the public sector, even if the alm was to make prices
realistic, following a periodic review of the factors influencing prices. Government
opposition to this }ts based on political reasons and consideration of the nation's
welfare, It is not surprising, therefore, that prices did not change from 1960 to 19?8.
and that there have only been changes hy the government over the last ten years,
Generally speaking, it is clear that most firms, being restricted by government
regulations are unable to introduce any reforms concerning pricing. These officials
regulations are not based on any pricing principles, even if it is obvious that an
illogical situation results. For example, when government prices for particular food
Products are higher than those in private sector, it takes a long time for such a situation ‘
to be appreciated because it is assumed that the official prices will be less than those in
the private sector, Moreover, the opinion of many businessmen s that government
1nterventton is responsible for the failure of some bustnesscs

The low margin between wholesale and retatl prices may be explahmd by belief in
the benefit dertved from low prices. In other words, low price margins are denbcrately
Set as part of oﬁ“ictal policy as a means of protecting consumer interests. Thus the
centra] planners have kept profit margtns low in order to reduce such beneﬁts.
bellevmg that the profit ofﬁcially permttted is adequate ’I'his policy appnes equally to
other sectors of the economy For example. retailers of manufactured goods are allowed

a 10'15% margin of profit, Therefore. most of them try to sell the!r goods at unomctal

Prices and consumers suffer as a result.

. The above statement indicates that the margtn of pront is detcrmined by thc central

Planner for those who produce the products and those who handle them. With the
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government controlling prices. the margin of profit should vary according to the
Importance of a particular commodity to the cosnumer, and its availability in the
market. The low level of profit creates a weakness in the marketing system causing
problems, and in general providing few incentives for middlemen The researcher
believes that a proper study should be undertaken to establish the exact margin of
profit, based on the cost of commodities, using a proper cost accounting system.
method which would help the central planners to determine the margin of proflt, to

‘ motivate middlemen activities, reduce black market activities and irnprove conditions
for the consumer There will be a range in profit margins determined by the level of |
emciency in production and distribution (1.e. low efficiency leading to low profit and
vise versa). Thus policy would be greared to ensure that the relatively efficient"
Survive, When a basis for‘ such studies has been established, the pricing pollcy shéuld be
revised and amended every five years - for example, at the beginning of each new five-
Year-plan, giving due consideration to chages in technology, production levels,

Variation in demand, and any other relevant socio-economic factors.
Conclusion

In generai the lack of balance between demand for and supply of agricultural produce is
the major problern in the market, The balancing process is not an easy task to
Perform, because this requires knowledge. skill and effective management in the field
of agriculturai economics which are lacking in most developing countries. including
Iraq Many factors have contributed to price ﬂuctuations. the most important are
dlfferences in consumers behaviour, the gap between supply and demand with no
accurate assessment of how to bridge this gap, and the special characterictics of
agriculture which depends upon external and biological factors. CORSCQUCHUY- the
officta) pricing system is inadequate and inefficient so that little control of pricing is:

in fact exercised price changes should be based on the relationship between supply and
demand in the market place, |
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The conclusion derived from this Chapter confirms what we pointed out in Chapter
:_I-:gge namely that cooperatives, which are regarded as an instrument of marketing,
have had little or no effect on price stabilisation. This was due to new factors which
emerged in this Chapter such as their weak purchasing power for buying from farmers,
poor éontrol of product disposal, lack of management skill, employing routine buying

- Procedures, and above all, the absence of marketing techniques, which can have a
marked influence in the market, especially through .the use of cold storage or
warehouses, |

With reference to price stabilisation in Iraq, the researcher believes that an
appropriate balance between sﬁpply and demand over a given period for a particular
agricultural commodity can be achieved by introducing effective cold storage facilities
and other storage services. Launching such a programme requires consideratiorr of the
Possible comparative product advéntages which would reduce the effectiveness of the
middlemen in the wholesale market. The success of such programmes would depend on
the government's ability to finance them and the avaﬂa;bﬂity of local personnel and
others from friendly countries capable of providing the required skills and
management teéhniques. Similar steps could be undertaken by n‘thcr developing

Countries where the same conditions exist. These programmes would help to control
Price fluctuations and méintam a stable policy. As most agricultural produce is of a
S¢asonal nature and does not lend itself to long-term storage, this leads to wide-ranging
Price fluctuations throughout the year. The general trend of domestic prices is
Increasing although for particular consumers such as friends or regular customers, the
Price may be modified. Such benefits may take the form of an increase in weight or
volume rather than a price reduction.

Administration of the recommended facilities could be controlled by a special
: department in, the Ministry of Agriculture with cooperative participation throughout

the country, such storage facilities should be located near both the wholesale markets
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or the production areas. In the long run, both farmers and consumers would be better
off. Farmers would benefit since the flow of these products to the market would be
subjeét to regular control so that pressure on the wholesale market immediately after
harvesting time_would be avoided, thereby avoiding drastic price reductions which
would lead to an Improvement in the marketing system. Cdnsumers would benefit from
the regular flow of the produce to the market even in off-season periods. Fair prices
would result and less effort would be required to obtain agricultural products.

There is a considerable cooperation in avoiding the official prices between retailers
in the market place who represent the main outlets for domestic food products.
Different official organisations are involved in the marketing,” processing and
distlflbution of agricultural produce and these are discussed in Chapter Seven through
three case studies dealing with the marketing of dates, fruit and vegetables, and the
marketing of grains, while the distribution of domestically'processed foods is also
€Xamined. .

- This Chapter has examined various aspects of pricing in the field of agriculture and
Pricing features in both the private and public sectors in Iraq. Our concentration is on
the major factors affecting pricing in the Iraqi food industry, and the role of
government control in relation to pricing.

A Central Board reéponsible for pricing policy approVes the level of pricing
according to the recommendations of- the relevant authority. The main government
objective in exercising control of pricing is to provide protection in the market against
ANy attempt to increase prices, but other objectives of secondary importance include
making a profit and increasing levels of production.

The ineffictent | pricing system employed in Iraq has resulted in shortages of some
Products, a situation which affects the profit margin achteved by middlemen or
dlstributors. Communication and transpoftation difficulties affect »the‘ whole

markeung System which in turn affects the services avatlable to consumers. -
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Although cost may be considered by most firms as a crucial element in their pricing
Policy, these firms must observe government regulations. Many factors contribute to
this situation. In the marketing. sector of the developing countries, including Iraq,
price variations exist among the different institutions dealing with the same type of
product.  Other important factors are shortages of certain products, the low level of
competition, and the scarcity of data relating to demand. What is needed then is
market/ price information and data to help in forecasting the availability of a produce.
prices, and the expected consurnptidn level. , | ,

Although the price of agricultural produce is fixed officlally, there is evidence that
efforts are made by wholesalers and retailers to impose their pricing unofficially.
thereby violating government rules and legislation. 'I‘he fact that such prices can be
lntroduced reflects the efﬁciency of the present marketmg system, Therefore
mlddlemen are anxious for farmers not to be fully informed about market condltlons
In such a primitive system farmers are frequently producing products at lower prices

‘ than those achleved In previous seasons. Thus the influence of middlemen appears to
have a positive effect on prices in the marketplace The role of mlddlemen. therefore,
tends to prevent farmers from improving their standard of living in the long run and
reduces thejr autonomy and freedom from external influences in the short run, while
their profit remains at existing levels or even declines.

Although detailed constderation of pricing methods lies outwith the scope of this
Study, the researcher believes that within the context of ’the government's direct price

control policy the "cost plus” pricing technique is the most appropriate. This approach
1s borne out by our investigation of wholesale and retail prices. We found that a fixed

Percentage was added over a period of years in an éttempt to differenttate pricing from
One year to another.

This method is particularly appropriate when a cost accounting system is in

operation and above all, it can be used to determine the direction the pricing system
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will pursue in the future. This technique also makes it possible to fix a price that the ’
market will bear. In general, what the market will stand can be regarded as a sensible
approach where there is little or weak competition, but where the level of compgtition Is
high as it is in aanhced econmies, "price competitive" techniques are of cructal
importance. As a means of achieving the government’s aim to reduce the profit margin
obtained by nuddlemefx; in the private sector and to sell public sector products at a low
profit margin, the "cost plus" iirléing technique is more likely thgn any other to be
successful, whereas other techniques such as competitive pricing may be required to

win the costly trade war in the type of competitive environment that exists in developed .
economies

R
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Chapter Seven i)resents the research findings concerning the three ‘main
agricultural products which constitute the staple food of the nation in the dOl’IlCSﬂC
market and their contribution to the reveriue raised from the foreign trade is discussed.
The defects in the marketing system are detailed and an evaluation of the effect of

- Bovernment intervention in the marketing system 1s provided. These three products
are fruit and vegetables, dates and grains.
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