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PREFACE 

The introduction of modem technological fnnovations 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 1nltiative 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 omcial 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 and out-of-date marketing .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 I1ght of the new environment so that improved performance will be 

achieved in the future. By dOIng so. the level of competition between local Industries 

w1l1 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 revitalistng 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 

rann 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 wUllng. 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 progranunes 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 
c,ompare 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 modem 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 Iraa reoresents the raw materials 

required by the food processing industries. The thesis contains nine chapters. 
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In Chapter One. a brtef 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 oU production. and the main developments in Iraq from 1958-

1968 and from 1968 to the present tune. 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 oU 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 importance of the oil sector. foreign trade and 

production characteristics respectively. 011 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 lWO 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 

field 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 togethe:- 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 signlflcant 

level of government intexvention in marketing in Iraq. 

In Chapter 4 . the lmplications of the marketing concept and its appllcablllty 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 11v1ng. 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 earUer 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 feudaUsm 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 

failure 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 otTer some basis for predicting the success of political and 

economic 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 fanners to continue working on their land have 

not been made available. No Incentives have been offered to Increase production or to 

help fanners 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 fonnulation of a pricing 

pollcy would benefit fanners, consumers and retailers and reduce the influence of 

middlemen and wholesalers. When a price pollcy is pursued that reflects the fanners' 

Interests, they wUl 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 finns 

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 ~erent ways. For example, dates are the country's leading main 

Source of revenue In the non-oU 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 dec11ne of agriculture and the problems of 

marketing prevailing in Iraq w1ll be discussed In Chapter Seven, the case study chapter. 

Chapter 7 consists of four sections. Section I, assessing the role of middlemen and 

their perfonnance 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 finns have been 

Involved In export activities. Consequently their approach to the marketing concept is 

dUTerent 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 

questionnaire. 

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 

(xiv) 



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 111s 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 

activity. 

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 market1ng system. 

and to enhance the reputation of Iraqi 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 oU. 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 m1nor rather than a complementary sector. 

The marketing process has thus become time-consuming and costly and assOCiated risks 

have 1ncreased. 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 tndustrlal sectors is well understood (Page 192). 

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

the cooperative movement in Iraq is to succeed, both in economic and poliUcal 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 avaUability 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 flexibllity 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 sldlled 

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 Ukely to continue for somet1me. Thus. 

the Iraqi firms need to rebuild their organisational structure. Their 1mage and their 

attitudes 15 cruCial. since p\oducUon 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 lmown 

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. kIn.. 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. kIn. 

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 gumah and flows as the Shat Al

Arab waterway into the Arab1an 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 civilisatlons.1 

From the time of the earliest settlement by the Sumanans. nearly four millenia 

B.C .• each successive settlement until the 11th Century A.D. made a unique contribution 

to world civt1isation. Settled agricultural production was first attempted some 8,000 

years ago in th1s country of the two rivers. the Tigris and the Euphrates. Some of the 

world's first Cities. Ur, Babylon and Nineveh were buUt here. supported by a flourishing 

agricultural econommy. It was in this 'Land of the Abbassld CaUphs' during the 9th to 

11 th century A.D. that all ancient thoughts and experiences of various nationaUtIes -
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Greek. PersIan and Indian - were accumulated. synthesIsed and further developed. 

hence forming the foundations of most modern sclences.2 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. Iraq was a neglected and poverty stricken outpost of the Turkish 

empire.3 From 1921 to 1932. Iraq was under the British mandate. The turning point in 

the history of modem 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 illustrate the steady progress towards development pursued by 

the present government and the effectiveness of its political leadership. The Iraqi 

economy has developed at a higher rate since the revolution of July 1968. Per capita 

income has increased many Urnes since that year. rising from 1090 to around ID 1157 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 Iraqi 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 is concerned with Bath Socialism. It consIders in what way Its 

polItical objectives can determine the structure. prospects. and positive achievements 

of the Iraqi national economy. 



1.1 The Iraqi 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.4 (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 oU 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 tum. 

Oil plays a leading role in financing investments in the public sector. being the 

government's main source of revenue. Huge increases in oil producUon have 

transformed Iraq's economy. the most important change having taken place in the 

provision of government services which have been greatly expanded. Before the 

nationalisaUon of the oil industry. oil revenue had no Significant effect on economic 

growth but Us contrlbuUon 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 face many of the problems which lim1t growth in other developing 

countries. Since 1973. the government has been the principal promoter of economic 

development. playing a major role in terms of production and investment. acting either 

alone or in conJection With private enterprise. 
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Until 1968. the Iraqi economy was out equated. The contrIbutions of the 

agricultural. 1ndustrial and transport sectors to the Gross National Product were small. 

At this tlme. the oil sector was completely isolated from other branches of the Iraqi 

economy. A report prepared by the United Nations clarified the relationship between 

the domestic economy of the oil-producing countries and the oil1ndustry as such. The 

articles of the oil companies granted them freedom to operate in complete Isolation 

from the economies of the Middle East. Production was therefore governed by 

1nternational rather than domestic conditions. Moreover, the companies themselves 

supplied and owned the means of distribution. including the oil pipelines and the oil 

tankers that transported Middle Eastern oil to the markets In Western Europe and the 

rest of the world. Consequently. the effect of oil operations on the economies of these 

oil-producing countries was essentially IndIrect and the profits were limited.5 

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 

inhIbIt1ng 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 permanent 

deficit. 

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

6. Imbalance between various sectors of the national economy. 

Thus, the Iraqi economy exhibited the main characteristics of underdevelopment 

and dependence prior to 1968. The year 1968 could be consIdered as a turning point for 

the Iraqi economy, and as the beg1nning of a new era in the hIstory of modem Iraq. 

There are many reasons for this, the most important being the desire of the government 

to give economic control to the Iraqi people. The rise in 011 prices in 1973 only served to 

increase this desire. The govennnent 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 011 resources were liberated from the control of the 

multinational 011 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 don urns. 

The main objective 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%. Thls 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 expanding and diversifying the 

export base thereby increasing marketing 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 a1med at creating a certain degree of balance in the development of the various 

economic sectors wishing to effect a balance between consumption. savings and 

investment 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. n~mely that although the 
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agricultural sector supplies domestic Industries With raw materials It has remained 

backward compared to other sectors. the average annual rate of icnrease being only 

2.2% over a ten-year period. whereas the proposed target was to achieve a 9% armual 

Increase. Also the trend of dominance by the consumer Industries continued and most 

of the Industrial sector's products continued to depend on the agricultural sector for 

supplies of cotton. and tobacco as well as foodstuffs. Thus. industrialisation means 

transforming the country from an underdeveloped agrarian economy to a developed 

agro-Industrial economy, thus allowing the industrial sector to playa greater part in 

national Income generation. consequently the industrial sector was Intended to playa 

Vital role in the future. It would help to promote the type of agricultural development 

required to increase production. It would contribute to the diversification of 

production by processing domestic raw materials and agrlcultural 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 promoting 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 

illustrate 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 

economic sector. The overall growth was 9%. The agricultural and mlnlng 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: 1973. 1983 

Item 

DaIry Products 
Vegetable on 
Soft drinks 
Sugar 
Woolen blankets 
Leather shoes 
Cement 
Air coolers 
~erators 
t5n Stoves 
TelevIsIon 
Various Fans 
Prosessed dates 
Passenger Cars 
Trucks 
Bicycles 

Unit 

Ton 
1000 tons 

1000 Bottles 
Ton 

No(OOO) 
lOOOPalr 
Mill Ton 

Number(OOO) 
" 
" .. 
.. 

Ton(OOO) 
Number .. 

"(000) 

1975 

31.0 
89.0 
442 

157.0 
654 

2720 
2 

33.0 
40.0 

200.0 
25.0 
92.0 
58 

152.0 
1798.0 

43.0 

. Source: 
Ministry oj Planning, Accumulative Statistics, 1985. 

8 

1985 

99.0 
165.0 
770 
68.0 
2883 
3508 

8 
205.0 
160.0 
104.0 
145.0 
275.0 
50.0 
71.0 

235.0 
105.0 



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

Agriculture & Forestry 
M.lning & Quarrying 
Crude Oil 
Others 

ManufactUring Industries 
Construction 
ElectriCity & Water 

Commodity Sector 
Transport & 
Communication 
Wholesale & Retail Trade 
Banking & Insurance 

Distribution Sectors 

OwnershIp of dwellings 
Public Administration 
Services 

Services Sector 

Gross Domestic Product 
at factor cost 

Compound growth from 
1971· 1975 
Agriculture Compound 
growth 
Mining & Quarrying 
Annual Manufacturing 
sector 

1971 

212.5 
512.9 
507.8 
5.1 

118.5 
43.6 
11.9 

899.4 

79.7 
94.4 
20.6 

194.7 

54.5 
131.7 
94.7 

200.9 

1375.0 

1972 

269.4 
407.3 
400.0 

7.3 

140.0 
45.2 
13.7 

875.6 

85.9 
102.6 
20.0 

208.5 

56.3 
136.0 
112.4 

304.7 

1388.8 

1973 

225.9 
574.3 
563.4 
10.9 

157.6 
57.6 
16.0 

1031.4 

88.5 
115.2 
20.5 

224.2 

58.8 
154.5 
118.6 

331.9 

1587.5 

1974 

232.1 
2030.7 
2022.7 
8.0 

176.1 
69.1 
13.7 

2521.7 

124.1 
168.9 
44.2 

337.2 

74.7 
261.4 
152.7 

488.8 

3347.7 

Source: Compile. Annual Reports. Ministry ofPlannlng. (l971 • 1975) • 

. . 
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1975 

297.3 
2287.7 
2279.0 
8.7 

238.5 
91.3 
17.7 

2932.5 

157.6 
194.9 
60.2 

412.7 

80.5 
372.6 
172.2 

625.3 

3970.5 

9.0 

25.0 
27.0 

12.0 



,., .. 

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 bottlenecks which impede full utllisaUon of available 

resources. If this continues over the long term there is the possibility of Iraqi industry 

being able to meet local requirements or even to engage in exporting. Finally. the 

dIstribution sector including both the wholesale and retaUe trade contributed about 

11% (where the average annual increase has been about 10010 since 1953). 

, ' . 

The 1963 annual report of the M1n1stry of Planning shows that between 1954 and 

1958. the gross domestic products increased from ID374 million to 10484.7 milUon. an 

average annual compound growth rate of 6.7%. During thIs period the main three 

sectors contributing to the growth rate were the manufacturing industry wIth 13.9%. 

construction with 14%. and transportation and communication with 8.5%6. whereas 

from 1959 to 1963. makIng the bIggest contribution to growth sectors were 

transportation and communication. manufacturing industries. and the wholesale and 

retail trades sectors. while during the same period the contribution of the construction 

sector dropped from 1082.7 mlll10n in 1959 to 70.3 mUllon in 1963. representing a 

decline in growth 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.7 Table 3 shows that the national income 

decreased from ID15323.0 millIon in 1980 to ID1l452.1 million in 1984. the annual 

rate of decrease being 9%. This trend Is also illustrated in other areas • per capita 

income decreased from 101157 in 1980 to ID760 in 1984. Table 4 shows that the Gross 

Domestic Product decreased from 1015647 mUllon in 1980 to ID13626 million in 1984. 

representing an annual rate of decrease of 28%. The commodIty sector constitutes 35% 

of the gross domestic product 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 Per Capita Income National Income 

1980 1157.4 15232.0 

1981 736.3 10064.9 

1982 731.0 10321.2 

1983 728.0 10619.6 

1984 760 11452.1 

Source: Ministry of Planning. 1985. 

Table 4 : 

Gross domestic Product at current prices and personal share from GDP 
1980 • 1984 

111eyear Personal share from CDP 
GDPaD) Million. ID 

1980 1181.9 15647.2 

1981 820.5 11215.9 

1982 890.0 12554.2 

1983 854.3 12461.4 

1984 904.0 13625.8 

Source: Min1stzy 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 Capital total 

increased from 103471.5 million in 1980 to 105697 million In 1982 at an annual rate of 

increase of 28%. then declined to 103642 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 contribution of the industrial sector In the economy. 

excluding 011. During this period of time, the agricultural sector in Iraq was 

characterised by feudaUsm, Within which system the majOrity of farmers Uved in 

shanty towns and suffered from poverty. Ignorance and disease. Their quality of life 

was low. The agricultural and animal censusof 1959 Indicated the following: 

1. 3,418 landlords were In control of 15.9 million donums (1 donum = 0.6 

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

2. 144,000 landowners owned 2.4 million donums. i.e. 86.1% of landlords 

did not own In total more than 10.5% of the agricultural land. 

3. The number of landlords who each owned between 100 and 1.000 donums 

barely exceeded 20.000. i.e. 11.9% of all landlords. 

4. ApprOximately 14% of landowners owned a total of 5 million donums. 

90% of tillable land (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 

AgrIculture. Forestry 
and Fishery 
Mining and Quarrying 

1980 

741.9 

9647.5 

Manu~actur1ng Industries 709.0 

Construction. 

Electr1cIty And Water 

1135.6 

49.5 

Total commodity Sectors 12283.5 

Transport.communication 667.2 
and Storage 
Wholesale And Retail, 811.4 
Hotels 
Banking & Insurance 274.2 

Total Distribution sectors 1752.8 

Ownership of dewelling 376.8 

Social And personal 1381.6 
Services 
Total services Sector 1758.4 

1981 1982 

955.5 1309.6 

3295.0 2945.0 

717.1 949.8 

1721.7 2102.3 

92.4 106.0 

6781.7 7412.7 

782.6 807.9 

ll27.3 1490.1 

394.4 380.3 

2304.3 2678.3 

416.9 459.6 

1847.5 2221.4 

2264.4 2681.0 

Gross domestic Product 15794.7 11350.4 12772.0 
at factor cost by sectors . 

.. Source: M1nistry of Planning. Annual Report. 1984. 
", Table 6: 

1993 

1413.6 

2863.8 

988.6 

1839.1 

124.3 

7229.4 

801.7 

1565.0 

533.4 

2900.1 

509.1 

2256.6 

2756.7 

12895.2 

1984 

1951.8 

2349.4 

1340.0 

1300.0 

152.7 

7993.9 

827.5 

1500.5 

854.9 

3242.9 

547.3 

2452.2. 

2999.5 

14236.3 

Gross fixed Capital formation at Current Prices 1980 • 1984 (ID Ml111on) 

The Year 

1980 

1981 

, 1982 

1983 

1984 

Source: 

Total Value 

3471.5 

5099.0 

5696.7 

4712.6 

3642.4 

Private Sector 

748.0 

1009.5 

1122.3 

819.9 

863.5 

Ministry of Planning, Annual Report. 1984. 
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2723.5 

4089.5 

4574.4 

3892.7 
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At that 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 tenns, we must consider the level of 

production rather than the means by which that production level was achieved. 

Statistics show that until 1972. Iraq was an exporting country (see Table 7). 

During that time the landlord was socially accepted. Moreover the farmers regarded 

him as their father who sometimes solved their personal problems, their disputes, or 

even their marriage affairs. Those farmers lived with their family members beside the 

field and all the members worked together. 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 consumption. Although no figures are available 

concerning their share of the produce, it was enough to keep them at subSistence level. 

Fanners were also able to survive in their daily lIIe by keeping antmals to benefit from 

Its breeding and selling them in the local market. They dId not expect to make a 

fortune. They could not choose to work wIth another landlord. The only choice they 

had was to migrate to the Cities looking for jobs. 

After the 1958 revolution, a Land Refonn Law (LRL) attempted to diminish the 

landlord's power for political and economic purposes. An important point that must be 

mentioned here is that all decisions relating to cultivation, pre-1958, are made by the 

owner despite the resulting misery of 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 discussed. But it Is important to 

pOint out that seven years later. namely. by 1964 about 5 mUlion acres had been 
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Table 7: 

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

Crop 1954 1$5 1956 1957 1958 1959 1960 

Wheat 1968600 1268100 2008300 1435000 3937900 1233400 1333500 
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 9586 8539 10617 20920 21800 
Sugar Beet 108267 74136 92538 88817 111480 117288 120270 
Tobacco 20208 15903 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 

Source: Ministry of Planntng, 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 fanners 

under the law. Again. such measures as the L.RL take a long time to implement. and such 

measures affected landlords' activities. aspirations and status. Accordingly. they 

reacted by reducing the amount of their land 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 farming 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 fanners. 

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. as 

well as cash crops for the market. 

If the Settlements 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. 7 In this context. the 

researcher believes that the authorities should d11Terentiate 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 

Is 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 efTicient surface irrigation 

systems are required in the West. whereas settlements in the North need more advanced 

irrigation techniques such as spr1nk.ler-1rr1gation. Mesopotamla. which is flat. needs 

only surface irrigation. while the hilly parts of Northern Iraq. which have not yet been 

irrigated. are Ideally suited to spr1nk.ler irrigation methods,S 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 1rrlgated zone. Basically Iraq Is 

regarded as an agricultural country since agriculture contribute on average about one 

fifth of the gross national product. employing about 31% of the nation's economlcally 

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 low compared with other sectors of the economy the importance of 

agriculture is decl1n1ng. 

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 decline 

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/OOO) Percent 

AgrIculture 6168 44.4 

Industry & Public Utilities 5557 40.0 

Mining & Petroleom 13 0.6 

Transport 56 2.7 

Building Public sector 38 1.9 

DIstribution Trade 60 2.9 

SeIVIce Industries 38 1.9 

Personnel seIVice & Goverrunent 116 5.6 
ProfessIons 
Total 2.046 100.0 

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 Refonn 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 agrtcultural produce. ThIs 

unsatisfactory situation assumed even greater sIgnificance after the enactment of the 

1958 LRL. In this context. the hypotheSiS introduced here Is that land Refonn is an 

additional factor contributing to the decline in agricultural production. Data 

supporting 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 the 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 as they cannot make full use of modem machinery and involve loss of time 

in travelling from one plot to another. It Is not possible to control the flow of products 

to the market as a whole. which eJq>lains why there are fluctuations in prtces. high 

when the~ is a shortage. 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 deta1lin Chapters 3 and 5. 
The quality of agricultural products varies as a result of the numberous forces to 

which they are subjected during the period of growth. Generally. production displays 

marked annual 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 rare, 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 soU salinity and perennial 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 Iraqi 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 available from oU revenues. 

agriculture's contribution to growth was particularly disappointing. With regard to 

1mprovements in agnculture. there was 11m1ted number of engineering projects skill, 

some irrigation schemes.9 

The huge increase in financial reserves follOWing the increase in oU prices during 

1973 provided the material resources for the investment programmes. Total 

Investment allocations in 1971 amounted to ID116.53 million. rising to 10242.5 

mUllon by 1973. 10296 mUllon by 1974, 102169 mUlion in1975. and about ID2.5oo 

mUlion in 1981 (compUed Annual Reports. The Ministry of Planning). A sign1ilcant 

development has therefore taken place in the industrial sector. During the period in 

which the revenue from oU increased until 1981. the value bf the industrial sector 

output grew by 4&16. Thus attention has diverted towards promoting the industrial 

sector as the leading sector of the national economy. As a result. the 1mportation of 

goods more than doubled. rising from ID1.250 million to ID2.750 m1ll1on. Taking into 

account actual spending levels as an indicator of the number of projects executed. 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. and 47% in 

agriculture. These figures show that the agricultural sector was treated less favourably 
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Table 9: 

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

Country Year 
1974 75 76 71 78 79 8J 81 B2 

Iraq 15 23 55 82 96 100 90 90 90 

Turkey 1200 1200 1310 1265 1300 1350 1240 1200 1400 

Nepal 827 748 797 740 743 554 743 752 612 

Afganlstan 770 780 800 760 780 760 797 798 801 

Greece 459 488 505 496 523 731 1279 1428 1310 

India 70 120 120 150 220 350 450 500 650 

Thailand 110 114 114 96 159 102 100 132 106 

Romania 298 213 213 191 230 383 448 268 431 

Source: United Nations. Statistical year book. 1982. 

, Table 10 

Comparison of the yield in Iraq with other Countlres ( Potatoes) 1974 -
1982.(Tons/M) 

Country Year 
1974 75 76 71 78 

Iraq 25 44 74 64 104 

Iran 533 506 550 697 680 

Algeria 395 575 493 472 473 

Egypt 708 720 894 1011 773 

Cyprus 152 117 200 216 163 

Afganlstan 190 195 354 200 250 

Syria 105 125 132 164 199 

Turkey 2275 2490 2850 2800 2750 

Source: United Nations. statistical Year Book. 1982. 
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Table (11) 

Comparison of the yield In Iraq With Other Countries Cotton 1974 -
1982(Ton.M) 

Country Year 
1974 75 76 77 ?8 

Iraq 14 13 . 12 9 5 

Iran 230 139 156 178 132 

Syria 154 142 155 ISO 144 

Turkey 298 480 475 575 475 

Spain 59 43 39 47 32 

Afganistan 44 53 53 46 48 

Greece 125 123 111 129 137 

Sudan 271 229 108 159 198 

• Estimate 

Source: Statistical YearBank. United Nation, 1982. 
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Table (12) comparison of the yield In Iraq With Other Countries 
(Cereals) 1974 - 82 Year (Tons M) 

Country 

Jr;:I S a 
Turkey 
Iran 
Egypt 
Morocco 
Nigeria . 
Afganlstan 

Source 

Country 

Iraq 
Iran 

Year 
1974 75 76 77 78 79 80 81 

1961 1373 2109 1455 1800 2501 2221 2047 
2324 2197 2919 1639 2456 1763 3883 3559 
17067 22201 24448 24317 24352 25739 24414 25476 .: 
6951 8540 9172 8246 8075 8012 8107 "-9484' 
7682 8130 8189 7457 8238 8068 8178 8274 
4807 3726 5710 2888 4714 4098 4469 2116 
8102 8298 8312 8539 8937 9238 9714 9886 
4348 4481 4624 4147 4382 4218 4370 4664 

Statistical Year Book. Untted Nations. 1982. 

Table 13 

Comparison of Yield in Iraq with Other Countries (Wheat) 
1974-82 (Tons M) 

1974 197' 1976 1977 1978 1979 19lXJ 1981 

1339 845 1302 696 910 1429 1300 1100 
4700 5570 6044 5517 5700 5500 5700 6600 

Afghanistan 2750 2850 2936 2652 2813 ~ 2750 3000 Turkey 11080 14830 16578 16720 16764 16554 17000 Syria 1630 1550 1790 1217 1651 1319 2226 2086 
~Pt 1886 2033 1960 1699 1943 1856 1796 1938 exlco 2789 2798 3363 2456 2785 2273 2785 3189 India 21778 24104 28846 29010 31749 35508 31830 36313 

Source: Statistical Year Book, United Nations. 1982. 
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Country 

Iraq 
Iran 

Table 14 

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

1974 1975 1976 1977 1978 1979 J9ElJ J98J 

69 61 
1313 

163 199 172 284 250 250 
1430 1566 1409 1280 1420 1212 1500 

Afganistan 420 435 448 400 428 439 461 475 
Turkey 250 240 251 270 305 363 234 330 
Nigeria 525 515 387 408 515 750 1090 1241 
Egypt 2242 2423 2300 2272 2358 2517 2384 2236 
Ne~ 2452 2605 2386 2282 2339 2060 2464 2060 
Cu 437 447 451 456 457 425 478 461 

, 
Source: Statistical Year Book, Untted Nations, 1982. 

Table 15 

Comparison of the Yield in Iraq with Other Countries (Tomatoes) 
1981-1983 

Area Harvested!HA Yield Kg!HA 
Country 1981 1982 J983 198J J982 

Ira:! 10698 10682 10947 460 470 
Sy a 17994 18750 19439 723 750 
Turkey 32143 32174 33732 3600 3700 
Creece 47457 44070 44186 1915 1918 
China 14253 14153 14619 4183 4260 
Egypt 18037 17857 18347 2453 2500 

Sourrc: FAO, Monthly BuUetin ojStattstics, 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 oU 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 national economy which promotes 

both individual prosperity and social and cultural progress. can only be achieved 

through interaction and complementarity between the agricultural 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 a-port. it remained 

backward compared to other sectors. The agricultural sector's annual rate of decUne 

from 7% in 1971 to 2.2% in 1981. 

It Is necessary not only to increase agricultural production. but also to Improve the 

productivity of labour in agriculture. The Improvement 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-fann 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. l 0 

The main summer crops include. dates. rice. tomatoes. onions. cucumber. potatoes. 

water-melons. eggplants. apricots. grapes and flgs. The bulk of these are located in the 

Central and Southern Governovates. Summer crops depend to a large extent upon the 
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1rr1gation 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 provide 

additional water. For this reason the area under summer cultivation is strictly funited. 

According to available figures the area under summer cultivation was only 4.2% of the 

area cultivated in winter. Large areas can therefore be used for summer cultivation 

prOvided more water is made available through irrigation. This can best be achieved. 

according to the experts. by means of a large number of small proj ects aimed at 

improving the existing utilisation of the water resources available from small streams. 

springs or wells. I I 

Iraq. normally produces an exportable surplus of dates which. after oil. are Iraq's 

prtnmcipal exporting commodity. representing about 80% of the world's trade in dates. 

Iraq usually imports crops which are In short supply. Imports of agricultural 

commodities 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. 12 Table 16 shows the most 

important crops produced in Iraq. showing yields and areas cultivated 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 Cllmate 

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 cllmate can be divided 

into three types: 
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Table 16 

Area. Yield and Production 

Cultivated Area Haroested Area Production Yield 
Crop Year (000 Donwns] (000 Dorwms] . (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 19708 4709 89.3 
1985 62661 61609 14055 224.3 

Barley 1981 41947 39355 9247 220.4 
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 
1982 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 
, 1982 794 477 282 354.7 

1983 1086 600 281 259.0 
1984 1389 775 309 223 
1985 1363 857 410 300.4 

M1llet 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 Sttd~ 

Linseed 1981 32 32 4 134.4 
1982 23 23 3 120.7 
1983 29 20 2 69.0 
1984 25 25 3 100 
1985 - - - -

Sesame 1981 479 415 59 123.6 
1982 466 393 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 1984 5 5 4 817 
1985 5 5 4 800 

Tuber & Bulb 
DIY 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 117 117 92 787 
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Table 16: Continued 

Crop Year Cultivated 
Area 

(OODonum) 

Legumes 

Dry Beans 1981 366 
1982 276 
1983 193 
1984 228 
1985 244 

String Beans 1981 29 
1982 29 
1983 29 
1984 29 
1985 29 

Chick Peas 1981 670 
1982 628 
1983 654 
1984 549 
1985 591 

Oats 1981 38 
1982 47 
1983 29 
1984 26 
1985 26 

Lentils 1981 256 
1982 256 
1983 204 
1984 212 
1985 212 

Green Gram 1981 408 
1982 402 
1983 256 
1984 251 
1985 343 

Harvested Production 
Area (00 Ton) 

(OODonum) 

363 132 
274 ll2 
192 67 
226 78 
235 48 

29 6 
29 6 
29 6 
29 6 
29 6 

667 120 
628 ll6 
654 125 
549 94 
591 ll3 

38 8 
47 10 
29 6 
26 5 
26 7 

251 54 
255 55 
203 41 
212 33 
212 37 

354 62 
357 63 
188 32 
217 36 
330 63 

28 

Yield 
(Kg/Donum] 

361 
406 
346 
343 
194 

220 
220 
220 
220 
22 

179. 
184. 
190. 

17 

o 

3 
6 
7 
2 

191 

208. 
208. 
204. 

17 

2 
9 
o 
8 

2 64 

212. 
213. 
202. 

15 
17 

6 
o 
6 
5 
6 

152. 
157. 
122. 

14 
18 

2 
4 
9 
3 
2 



a e can ue . T bi 16 tin d 

Crop Year Cultivated Harvested Production Yield 
Area Area (OOTorV (Kg/Donum) 

(OODonum) (00 Doman) 

Crops for 1981 51 36 159 3089 
Industrial Uses 1982 45 42 74 1629 

1983 0.5 0.5 1 2385 
Sugarbeet 1984 - - - -

1985 - - - -
SugarCane 1981 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 4 140 
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Table 16 Continued 

Crop Year Cultivated Harvested Productton Yield 
Area Area (00 Ton) (kg/Donum) 

(OODonum) (OODunurn) 

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 

Onton. green 1981 169 167 417 2461 
1982 185 181 368 1989 
1983 209 206 546 2672 
1984 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 384 376 1124 2930 
1984 454 441 1766 3885 
1985 556 550 2325 4184 
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Table 16 Continued 

Crop Year Cultivated Harvested Productlon Yield 
Area Area (00 Tan) (kg/Donum) 

(OODonum) (00 too) 

Pepper (green) 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 
1982 1781 1757 5789 3250 
1983 1880 1824 5830 3102 
1984 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 
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Table 16 Continued 

Crop Year Cultivated Harvested Production Yield 
Area Area (00 Ton) (kg/Donum) 

(OODonum) (OODonum) 

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 1982 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 l166 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, ArulUal Report. 1985. 
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(1) The Mediterranean climate Thts 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 welllmown for its summer resorts. 

(2) The Steppes clImate This is a transitional cltmate. 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 

1.~ 

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 wann during the day. though a few days of rain 

can be expected in the winter months. From December to March it ts usually 

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

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 is necessary to 

review the historic development of Iraqi 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 Boarel' under the Mlnlstry of 

Development was established. and the first five-year plan. 1951-1955. issued by this 

Board. represented the starting point for the industriaUsation of 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. 13 The second five year plan 

introduced in 1955 include six large projects to be financed from the increased oU 

revenue. Until 1958 the government expendIture on industry amounted to ID131 

m1l1Ion. 

After the 1958 revolution, a radIcal change occured whIch boosted the IraqI 

economy. The government at that time laId great emphaSIs on industrialisation. A 

Planning Board supervised by the Mlnlstry of Planning was established, replacing the 

Development Board. Industrial projects authorised by the Planning Board are 

implemented by the M1n1stry 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 011 price Increases from 1973 was followed by two economIc 

development plans whIch may be regarded as the best period for the implementation 

and COmmlsSiontng of a consIderable number of pubUc sector industrial projects. since 

government revenue Increased consIderably. About 529 m1l1ion 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 101500 mtll1on.15 

IndustrIalisation of Iraq began comparatively recently and accelerated after the 

rise In 011 prices in 1973. Apart from oU 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 facilities. 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 industrialisatlon 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 mUlion 

was allocated for this purpose in the 1971-1975 five year plan. I6 The value of 

industrial productlon rose about four-fold from 10103 mUlion in 1962 to ID401 million 

in 1974. During the same period. income from the industrial sector rose from ID137 

m1llion 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 buUding of alum1um smelters. 

assembly plants to produce tractors, paper board factOries and flour mms. IS 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 mUlion whUe 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. There 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 modernise Iraq and make the best 

use of 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 Iraqi economy 

from one based on the export of crude oU to one increasingly involved in the export of 

manufactured and processed products. Although self-sufficiency 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 dtiTerent social groups. but what is also required is are-fashiOning 

of the econOmic structure so that it can effectively contribute to the realisation of Wider 

and deeper SOCial values. The government aim is to support farmers and achieve 

equality throughout SOCiety. together with providlng everyone with opportunIt1es 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 

development. and in the field of management in order to produce people capable of 

assesslng situations and undertaking the responsibility involved in managing and 

running large projects effiCiently. So the future presents a number of serious problems 

and success in dealing With them Will only be achieved over a long period of time. 
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Iraqi plannJng is of interest because in spite of all its diffculties. a fairly respectable 

economic performance has been achieved. The earlier plans are also of interest if only 

because there is little evidence that many of the shortcomings associated with them 

have been corrected.19 

Before Introducing the organisational hierarchy responsible for the planning 

process in Iraq. it is appropriate to examine briefly the overall obj ecUves. and to 

explain what is Involved In economic planning. Thereafter the planning process Itself 

w1l1 be discussed. and an account will be given of how objectives in Iraq are 

implemented by dUTerent government organisations. 

Having introduced a system of natlonal 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 Is in a better positlon to implement the function of resource 

allocatlon. 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 W1ll provide better returns than farmers or land owners. 

Although realism forces us to recognise that market imperfectlons are prevalent in 

most countries, including developing countries and that government intervention is 

sometimes in1mical to the interest of farmers (although this is 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 agrtcultural 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 stabUise 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 polley objectives.20 
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1.6 What Constitutes Planning 

Planning involves setting targets and preparing schedules that can lead to achIeving 

objecttves.21 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 

commIttee. or by a government whIch has the greater responslbU1ty 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 socIalist 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 pollcy and to provide the infonnation 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 oU and the chemIcal 

industry. However. in the field of agriculture and in certain sectors of the economy for 

political purposes, improvements may be permitted provided previous permissIon is 

granted in specific cases but wIthout surrendering means of production. where there is 

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 intervention is acceptable in that it is employed at 

an intermediate level. The government does not control all means of production In the 

economy, and the private sector has a role to play, so that prices are not all arbItrarily 
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fixed. Ignoring market conditions. It also has some say In the allocation of resources. 24 

Indeed planning and marketing operate simultaneously. In general. the aim of 

government planning Is 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 countries including Iraq . . 
Through general supervision by the government over the different sectors of the 

economy. the necessary resources can be distributed through channels to assist the 

growth of Industrialisation. In other words. by allocating existing resources more 

e1l'1ciently. 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 pubUc 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 economic growth In 

the ciUes and the rural areas through the use of the e.'Cistlng resources. The government 

Is enthusiastic about directing pubUc 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 achieved. the allocated 

resources will Succeed in prOViding the necessary economiC and social services In the 

neglected areas. In this way the traditional agricultural output wUl be increased. 

leading to a marked improvement In rural conditions and a reduction of the migration 

rate. thereby eaSIng the pressures caused by urban congestion and improVing working 

CondItions in sectors other than agrtculture.25 



As there is a scarcity of managerial and entrepreneurial skills in most developing 

countries, there is a shortage of experienced economists, engineers 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 abllity 

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 degree of competence In the field of management. The greatest challenge to 

management is the need to Integrate· and channel human effort, resources and faciUtles 

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 ot 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 finn.26 

EffiCient planning helps to ensure that economic growth proceeds in a systematic 

way, aVoiding 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 assocIated with social restructuring and busIness profit will be achIeved 

Simultaneously without any economic 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. 
27 

There are arguments against government intervention in the economy,' . 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 intervention should not 

lead to stagnation of the economy. and the planning process should be based on 

scientlflc infonnation in order to contribute to fruitful development, industrialisation 

and an improved standard of liVing in the country. In general. what is required is the 

type of development which will achieve social, economic and political integration in 

order to strengthen the country's power of self-determination through appropriate, 

concentrated utilisation of available natural resources, a pollcy which would accelerate 

both economic progress and socIal 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 responsib1l1ty for proposing 

and evaluating projects accordIng to their level of importance, and then dIreCting the 

plannIng process. These government Institutions in order of importance in the 

adminIstrative hierarchy are: 

1. The Board of Planning ThIs Board whIch is presIded over by the 

PreSIdent of the Republ1c or the Deputy PreSident of the Revolutionary 

Command Council, 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 

(a) 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 PlannJng; 

(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. 

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

M1n1stry of Planning as Chairman. the chief executives of the technical 

departments of the Ministry of Planning and five part-time members. 

The most Important task of this Committee is to make a detailed study of 

the suggested plan In order to create a basis for adopting appropriate 

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

through its various stages. 

3. The M1nlstxy of Plannln~ 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 add1Uon. the Ministry is responsible for providing 

technical supervision of the collection and publlcation of the statistics 

and infonnation required for planning. 

4. The MinisterIal Committee for Plannlna This Committee was 

established at Ministerial level to be responsible for planning and 

following up the execution of the plan at sector and regional levels. Its 

activities Includes (a)Monitonng the rate of execution of the projects 

under construction: (b) Providing the national planning organs with the 

necessary information. for example reports of studies on Ministerial 

prOjects. Figure (1) illustrates the organisational structure of planning. 
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Figure (1): The Institutional Structure of Planning System In Iraq 

The Planning Board 

t 
The President of the Republic 

or 
The Vice President 

~ 
Steering Committee 

t 
The Ministry of Planning 

, ~ 
The Responsible Ministries 

General Manager ~ Generat Manager ~ General Manager 

Many of the features which characterise the Iraqi economic planning effort can 

be identified: 

(i) Development planners are usually fascinated by economies of scale. and install 

production capacities larger than the absorptive capacity of the home 

market. Empohasis has been placed on heavy industries. the most 

important ones being shipbuilding. iron 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 

(11) The conclusion 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 emphasis 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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Year 

1972 

1973 

1974 

1975 

1981 

1982 

1983 

1984 

Table 17: Development of Industry (Summary of Result), 1984· 

Value oj Value oj 
Sales (ID.rn) Input (ID.mJ 

249.11 

394.49 

357.07 

426.63 

129l.06 

1513.41 

1768.01 

2124.40 

146.51 

187.93 

259.24 

316.71 

826.50 

917.19 

890.31 

981.20 

Value oj Wages 
Output (ID.rn) (ID.mJ 

235.77 

292.11 

351.73 

436.43 

1280.71 

1520.70 

1652.35 

1956.60 

35.81 

39.88 

52.32 

6l.63 

240.61 

259.40 

243.70 

268.10 

Employees 
(000) 

116.40 

120.70 

123.96 

134.60 

177.00 

173.00 

163.30 

169.90 

Source: Ministry oj Planning: Annual Report. 1984. 

Table 18: The Execution Percent in the Programmes and 
Economic Plan In the Publlc Sector, 1931-1980 (ID mUllon) 

No. oJ 
Finns 

1289 

1275 

1241 

1349 

1449 

1314 

702 

782 

Development Plans Allocation Expenditures Percentage oj 
Expenditure % 

The first amended programme or 
Planning Board project. 1951-1954 

The Second Amended Programme. 
1955-1959 

Temporary Economic Plan. 1956-1961 

Detailed Economic Plan. 1961-1965 

Five Year Economic Plan, 1966-1970 

Natlonal Development Plan. 1971-1975 

National Development Plan. 1976-1980 

89.8 

470.0 

323.6 

444.8 

668.1 

1.933.0 

3.OCO.0 

49.1 

280.7 

108.4 

204.2 

446.6 

1.361.0 

2.600.0 

-Ministry of Planning. Annual Report, Estimates. 1980 

.. 

54.7 

59.7 

33.5 

45.9 

66.8 

70.4 

87.0 



foreign currency that can be saved. Emphasis on farm improvements also 

seems important because of the high proportion of income spent on food in 

urban areas in the developing countries. Moreover such a situation has left 

agricultural producers at or below subSistence level. Again since about two

thirds of the population derive their livelihood from agriculture, It is 

important that development efforts which at present are supported by the 

benefits issuing from the temporary wealth and financial resources 

prOVided by the oU sector, should give higher priority to upgrading the 

country's agricultural productive capaclty.32 

(111) The Iraqi planners concentrate on such problems as capital fonnulation. 

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 planning as well as by the rate of successful execution. The 1975-1979 

five-year plan is an e."<:ample of attempts to foster the development of the 

country to meet national 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 Is a result of 

pol1t1cal unrest and Instability in the country. 

Other factors which also contributed towards the low level of execution are the lack of 

expertise 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: 

(a) Beca use 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 monthly salaries Is guaranteed and there is little supervision by 

officials. 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. 

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

of the absence of motivation. 

However. It Is difficult to achieve progress quickly in a society affiicted by such 

serious problems. or to have confidence In the country's ab1l1ty 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 ciUes. These are some of the factors which have increased the 

isolation of many people from the world environment. 

1.7 011 

OU is the lifeblood of the Iraqi 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 oU 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 oU companies made drastic reductions in oil 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 nationaUsation. introduced in June 1972. The changes a1Tected 

relations between oU producing and oil purchasing countries. and put an end to the 



concessIonary. monopolistic sItuation whIch had prevailed until that time. Now. 

natIonal1satIon offered an opportunity to use the financIal returns from oil In the 

service of the national economy.33 Daily average production has increased as shown in 

Table 19 from 1312.6 barrels a day in 1966 to 2.682 mUl10n barrels a day in 1982. In 

1966. Iraq's net income of foreIgn currency derived from the oil sector was ID 188 

million, rising to ID954 mUllon by 1982. The oU revenue share of the naUonalIncome 

In recent years amounted to 37% and was mainly used to finance the national 

development plans. The huge Increase In the country's financial resexves after the rise 
, 

In oU prices at the end of 1973 provided the material resources to support Investment 

programmes. Total investment allocations In 1971 amounted to !D1l6.53 m1l1ion, 

rising from ID2,169 mUlion In 1975 to more than 3,020 million In 1985. Moreover, the 

oU sector represents apprOximately 90% of the Iraq'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 favour. The government 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 has decreased. However, such vital projects such as 

fertiliser plants, refineries. and petrochemical manufacture require heavy investment 

and therefore involve greater dependence on oU revenue. Such projects can help to meet 

the country's needs for oil by-products and fertilisers for agriculture and even enable 

Iraq to e."qlort any surplus when these by-products exceed the country's actual needs.35 

The oil sector developed to a marked extent 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 obj ectIves. 
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I 
Table 19: Quantities of Crude 011 Produced In Iraq (1965-1982)! 

. . 
Year Daily Auerage Annual Production 

1966 

1967 

1968 

1969 

1974 

1975 

1976 

1977 

1978 

1979 

1982 

Source: 

Table 20: 

011 Exports 

Barrels/Day (Metric Tons) 

1312.6 479099 

1392.2 508141 

1228.1 448239 

1503.3 550208 

2018.0 736588 

1976.0 719275 

2262.0 825533 

2422.0 122370 

2.957 146110 

3.654 176288 

2.682 133141 

Ministry oj Planning, Annual Report. 1985. 

Development of Commodity Exports, 1939-1982 
(ID, thousand) 

~959 1969 1973 

202 347 625 

Other CommodIty Exports 11 22 33 

Total CommodIty Exports 213 369 658 

011 as % of Total 95 99 95 

1982 

954 

40 

994 

95 

Sources: 1. Nel-dien. OU Contributions to the National Economy and Its Impact on 
Development Programmes. Ministry oj lriformation. 1978. 

2. Ministry oj Planning. Annual Report, 1985. 
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Table 20 illustrates the development of oil exports compared to exports of other 

commodities between 1959 and 1982. The value of oU 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 

commodity exports did not achieve this high rate of increase during the period referred 

to, because the government was concentrating its efforts on expanding the industrial 

sector at the expense of all other sectors. It is worthwhile pointing out that the increase 

in the national 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 aU 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 established an autonomous company to manage and operate a tanker fleet 

for transporting aU 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 Western Europe to bring the Iraqi oU tanker company's total 

tonnage to 1.4 million tons.36 Table 21 represents the total production and export of 

crude oU in Iraq from 1977 to 1982. 

As a further step towards industrialisation, Iraq made an even better deal with 

some European countries, tradIng crude oU in return for Western technology. Some 

contracts have been SIgned with Japan, BrazU, Italy, for 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 implemented 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 011 In Iraq, 1977-1982. 

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

1977 2.478 122.370 

1978 2.957 146.110 

1979 3.564 176.288 

1980 2.682 133.141 

1981 l.070 52.585 

1982 1.106 53.981 
Source: Mtntstry oj Trade, Annual Report, 1983. 

Table 22: Total Value Imports. Export of Iraq Foreign Trade, 1972-1984. 
([DODO) 

Year Transit Re-export Exports Imports 
1972 33801 497 22782 247870 
1973 65485 2394 28614 234680 
1974 ...80095 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: 
Ministry oj Planning's Annual Report. 1985 
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abUity to export especially in the field of oU 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 011 and sulphur. and the values of 

commodities are given on the basis of C.I.F. for imports and F.O.B. for exports. 

Excluding the 011 revenue it gives a true picture of the Iraqi balance of payment by 

taking account only of the export value of non-oll 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 10270.3 mUlion in 1973 

to over 101.024 millIon in 1977.37 On the other side the commodity exports constituted 

one sixth of gross domestic product. In 1973. non-oU 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 1022.782 m1l1ion in 1972 to 1082.730 

million in 1984. In that year. Iraqi exports of oU 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 million in 1972 

to ID 1958.440 mlllion 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 Umes. export by three times. and 'thiS supports our previous 

statement that 011 revenue is used to offset the defiCit in the balance of payments in the 

foreign trade. The gap between import and export levels has narrowed in recent years. 

reaching the lowest point in 1974. the proportion of the naUonallncome it represents 

decreasIng from 22% in 1961 to an average of 16%. 
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Table 23 shows that In foreign trade. public sector activities In foreign trade are 

predomtnent compared With private sector activities. For example. the share of pubUc 

sector import activities Increased by 150% from 1978 to 1984. whereas the private 

sector share Increased by only 2.5016 during the same period. The marked increase is due 

to the expansion of trade In some agricultural products such as dates. vegetable oU to 

different countries. 

Table 24 reveals that manufactured goods such as petrochemicals and oU products 

leading the export list With agricultural products • mostly dates. occupying 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 mUllon in 1984 

representing about 58% of the total imported products. 

Agricultural raw materials. ranked third in Iraq's imports to meet the country's 

n~eds. including the food Industry's requirements, show considerable Increases since 

1966. This supports our point of viuew. namely that improvement in Iraq's food 

industzy depends on the avallabillty of the raw materials needed to meet the increased 

demand for processed food. 

Durable consumer products constitute the third highest level of Imports. Such 

imports usually tend to display 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 country's needs. 

Table 25 shows Iraqi trade (Imports and exports) with various groups of countries 

for the years 1982-1984. The first impression derived from the Table is that Iraqi 

exports are· less than imports with such marked differences causing a deficit offset only 

by the oll revenue. Most Iraqi 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 main source of imports. acounting for about one third of total 
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Table 23: 

Value of Imports And Exports By Sectors: 1978. 1984. (ID 000) 

Yror le,qxn 
Foreign Private Public Total Foreign Mixed 

1978 500 

1979 · 
1980 · 
1981 · 
1982 · 
1983 · 
1984 · 
Source: 

7836 55078 63414 1332 27455 

9612 74075 83687 6752 21350 

5411 116573 121984 4776 24427 

6797 10062 16895 4902 25414 

7127 8417 15544 4863 52435 

15137 66664 81801 1063 40129 

6430 76294 82730 61 67932 

Ministry oj Planning, Annual Report, 1985 

Table 24 

lTrqxItS 
Private 

127072 

132630 

215850 

321551 

443122 

167298 

292036 

I 
Public Total 

1317717 

1578174 

1963027 

1981978 

2442000 

1692787 

1598410 

1473 

1738 

2208 

576 

906 

080 

845 2333 

2942 420 

1901 277 

1958 

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

Economic Category Export 

Food Stuffs, Dairy Products, Meat 6807 

Beverage and Tobacco 104 

Raw Materials such as, Paper, pulbs 2874 

Mineral fuel. Gas 

Chemical And Petrochemical 
Products 
Solid And Process animal oUs 

Manufactured Goods, cement, 
Textile Machines 
Machines & Electrical apparatus 

Funuture, Lamps. Footwear 

Firearms, coins not being legal 
tender 
Total 

70284 

102 

2405 

91 

63 

82730 

Source: 
Annual Report: Ministry oj Planning, 1985 
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438279 

35931 

38840 

3534 

172247 

26009 

487863 

650673 

102849 

2215 

1958441 



Table 25: 

Iraqi Trade (Export And Imports) with other countrles/,roups 1982 • 
1984. (IDM) 

1971 1982 1mJ 1984 
Zone And counirt Exports Imports ExPorts Impor~ Exports Import Exports Imports 

Arab Countries 8.7 18.4 6.6 144.0 13.2 88.2 7.4 109.7 
-Western Europe 8.6 552.0 2.9 1595.8 55.4 959.- 55.6 828.5 

Eastern Europe 3.6 99.0 0.9 197.0 1.9 148.2 0.4 159.6 

Asian SOCialist 7.4 15.9 2.4 34.2 - 22.2 - 11.3 

OtherAslan 14.7 206.9 1.7 759.2 10.8 588.2 18.0 573.3 Countries 
African Countries 0.5 1.3 0.1 6.6 - 4.3 0.2 4.6 

N. American 
Countries 

2.9 78.8 0.2 129.0 0.2 53.6 0.2 170.6 

S. American - 21.3 0.2 49.6 - 25.4 - 62.4 Countries 
Australian 0.3 30.3 0.3 26.3 - 11.7 0.4 38.0 Countries 
Total '46.7 1023.9 15.3 294.7 81.5 1900.8 82.7 1958.0 

Source: Ministry oj Planning Annual Report, 1985. 



Imports in 1984,38 while such Imports, according to recorded figures, have more than 

doubled increasing from 247,289 in 1975 to ID1712,243in 1982. Although there is no 

up-to-date data available the researcher believes that the percentage of imports from 

these sources increased considerably due to the new policy of using Western technology 

in the development process during the period 1975-1980. To reduce the fmpact orthls 

unfavourable situation (I.e. excess of fmports 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 lnltlaUve took the form of fmprovlng local 

products especially in the date industry which achieved an increase in the level of 

exports to Western countries as new market potential was explored. 

1.9 Population Characteristics 

According to the FAO figures, the present Iraqi population Is 15.5 million. Table 26 

shows the Iraqi population by Governorates. The population has Increased threefold In 

forty years. About 52% of the population of Iracpre 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. kIn., 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 potenUal cultivation. 

According to Ministry of Planning estimates. the present rate of population growth 

in Iraq is about 3% per annum.39 The rate of growth has increased as a result of the 

Significant fall in the death rate. The d11Terence between the crude birth rate and the 

crude death rate was about O.goA! between 1957 and 1974,40 and this Is an Indication of 

the governrnenfs efforts to increase the quality of the health services throughout the 

entire population and thereby introducing changes in the population structure. The 
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Table 26: 

Estimates of population By Governorates And Sex for 1985 • 

Covemorate 

Nineveh 

Salah-Al-deen 

Tameem 

Dlala 

Baghdad 

Anbar 

Babylon 

Kerbela 

Najar 

Qadlsla 

Muthana 

Tht Qar 

Wasit 

Maysan 

Basrah 

Dohok 

Arb 11 

Sulalmanla 

Total 

Male 

683046 

228271 

369811 

347563 

2363522 

304659 

367697 

164391 

235477 

254039 

124301 

356213 

245897 

209671 

681223 

189206 

400615 

489680 

8015282 

Female 

675036 : 

214511 

281154 

343787 

2285087 

277399 

371334 

164843 

236626 

257760 

129515 

369700 

237819 

202172 

622930 

141150 

342067 

416815 

7569705 

Source: 
MINISTRY OF PLANNING ~ Annual Report, 1985, 

Table 27: 

Distribution of Population And Areas In 1985. 

I 
DetaUs Area(SqKmsJ % Populatton De1}stty{%) -
Area of Governorates 266500 60.8 36 
Deserts Areas 171817 39.2 64 -
Total 438317 100.0 100.0 

SOurce: 
MINISTRY OF PLANNING ~ Annual Report, 1985, 
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Total 

1358082 

442782 

650965 

691350 

4648609 

582058 

739031 

329239 

472103 

511799 

253816 

725913 

483716 

411843 

1304153 

330356 

742682 

906495 

15584987 

Population 
{OOOJ 

15.5 

-
15.5 



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. famil1es are large. averaging six over the whole country. and life expectancy 

in general is short. 

1.9.1 Labour Structure 

According to statistics. the proportion of the Iraqi population engaged in active 

employment was about 54% (i.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 increasing participation of females in economic actMties.41 The number of 

people pursuing economic activities in 1984 is shown in Table 29. The proportion of the 

active population employed in agriculture is higher than in each of the other economic 

sectors. This phenomenon occurs 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 Irn1gration of people from 

rural to urban areas. and the fact that participation by women is increasing as changes 

of attitude have taken place. 

1.9.2 Education 

Education is very important in the creation of a modem society. as modernisation 

depends upon the contribution of' educated people. linked with the availab1l1ty of 

natural res~urces. capital. and foreign 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 earUest stages of education. It hopes thereby to gain the people's cooperation so that 

they w1ll 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 96 

0-9 3277 1704 4981 32 

10-19 2675 1200 3875 26 

20-24 2000 327 1427 
25-29 907 231 1139 
30-34 708 188 896 32 
35-39 562 159 721 

40-75 1709 735 2444 9 

Over 80 62 41 102 1 

Total 11000 4585 15585 100.0 
Source: 

Ministry of Planning, Annual Report, 1985. 
Table 29: 

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

Year Population. Econ.irnJa:I11y Active Population. 
Total Agriculture Total In Agriculture 96 in Agriculture 

1970 9356 4362 2410 1124 46.6 

1975 11020 4783 2775 1204 43.4 

1980 13205 5314 3246 1306 4.02 

1983 14654 5622 3572 1370 38.4 

1984 15158 5723 3685 1391 37.8 

Source: FAO, ProdUction Year Book vol 38, 1984. 
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fulftlment. Table 30 shows the number of kindergartens 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 shown 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 relatlng 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 government with the support of "Unesco" and the 

redistribution of investment in the three stages 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 SUbjects, Including 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 shortages. In some fields some of the Iraqi universities are now more 

capable of meeting some of the needs of Iraqi SOCiety. and they are also in a pOSition to 

meet the manpower requirements in certain fields. e.g. Law. 'Teaching. Baghdad 

University provides about 42% of available higher education. Almustanslrlah 

accommodates about 33% of the student population. and the remaining 25% Is divided 

among the other four universities. One person in one hundred and sixty in Iraq (1915) 

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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Year 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

Source: 

Table 30: 

Kindergartens And Teachers In 1976 • 1985 

Nooi Nooi 
Kindergartens Children 

276 51840 

306 56347 

333 67265 

358 80418 

387 76507 

437 81449 

507 79456 

523 76663 

549 80812 

584 81431 

Ministry ef Planning. Annual Report. 1985 

Table 31: 

Nooi 
Teachers 

2291 

3603 

2862 

3079 

3235 

3696 

4115 

4244 

4335 

4657 

Numbers of Students According To Stages For The Accademlc year 198!S. 
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The pressure on the iraqi 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 capab1l1ties 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 Uliterate 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 nUteracy in a country may restrict the potential for success, by l1mitlng 

POSSible expansion into new markets and it also affects a firm's operations. In such a 

society, 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 social structure, governments have made 

special efforts to expand and improve educational services at aU levels. 

The government in Iraq has launched a national campaign to reduce the level of 

illiteracy and with U.N. support, introduced a compulsory measure to ensure that 

workers are traIned in their departments. The first step in the campaIgn concentrates 

on workers engaged 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 ll11teracy In Iraq and 

other Arab countries. 

1.10 Marketing 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 efTicient marketing system In Iraq w1l1 now be 

d1scussed. 

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 actIvIty.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 

facllitIes. Consequently. farmers have preferred to sell their products at the nearest 

market to avoid incurring additional cost. whereas an improvement In these fac1liUes 

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 other regions and even to the country as a whole,44 

Transportation is a necessary condition of the exchange economy and Is 

indispensible for growth. Where there Is no transportation. economic activity is 

restricted 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: 

IDlteracy Rate: ComparisoD With Other Countries ( US years or over). 

Country Percentage 96 

Iraq 73.7 

Egypt 74 

Morroco 78.6 

TunIsIa 67.8 

KuwaIt 44.9 

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 detenninent of the pace and locational 

pattern of development. 

In developing economies where inter-industry linkages are less numerous and less 

strong. transportation is likely to have a much greater role in determining locational 

patterns of development 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 tenns 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 fanners 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 fann 

products does more than create the place utUlty that gives them real value. Without 

transportation we would have to spend most of out time getting goods out of the v1l1age. 

Knowledge of whether they can be sold outside. is Ilm1ted 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 fanners from bringing their products to the wholesale market 

Since these costs are not covered by receIpts from sales ... 

1.10.2 Roads 

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

for effiCIent transport facUitIes 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 improving 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 transport 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 measuring 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 individuals 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 of four hundred trucks and plays an effective role in 

transporting 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 govenunent owned a fleet of trucks 

44.882 in its different 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 length of road in 1985 was apprOximately 30.217 km. including 22,397 lan. of 

paved road surfaces, with a further 650 km. under construction. the remaining 7.170 

65 



Table 33: 

Quantltles of Goods And Commodities Loaded By The Public Sector -
Inland Transportation. For the year 1983 - 1985 

Year Quantities Looded a'als/rro Ton/Km 
Inside Outside Total Inside Outside Total 

1983 3.8 2.8 6.7 1.5 1.1 2.6 

1984 6.5 3.2 9.7 2.3 2.1 4.4 

1985 9.6 2.9 12.5 4.0 2.8 6.9 

Sources: CompUed Report. M1n1strles of Planning. Trade. Annual Report 1985. 

Table 34: 

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

KInd 
Year 

1979 1980 1981 1982 1983 1984 

Passengers Cars 21414 28163 30273 35235 31907 24281 

Load Cars 37659 42659 45932 53082 47030 44882 

Cars with speCial 
SpeciflcaUons 

2948 4678 4697 6389 6712 6189 

Total 62021 75500 80902 94706 86549 75352 

Source: ~i!1istry of Planning. 1984. p. 45. 

Table 35: 

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

. Year Modem Paved % Old Paved % Earth Road % Totals 

1979 11614 52 770 4 9834 44 22218 

1980 13394 58 770 5 8685 37 22849 
1981 15301 58 520 3 10389 39 26210 
1982 17119 59 520 3 11201 38 28840 
1983 18802 64 610 3 9960 33 29372 
1984 19917 68 650 3 8450 29 29017 
1985 22397 74 650 3 7170 23 30217 

Source: 
Ministry of Planning. 1985. 
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kIn. being earth surfaced. In fact. the researcher beUeves that the earth roads which are 

the feeder roads In the remote areas are In fact more numerous and this emphastses the 

desperate 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. Thts POints to the possibility of a more prosperous future. 

Investment In highways is being directed towards improVing the standards of the 

existing road network. assuming that the total length of the state and proVincial 

highways will ~ore 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 agricultural 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 difficult 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 Iraq there are 22.1 km of roads per 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) l. 

In general, improving the network of roads w111 benefit the economy. The main 

advantage of imprOVing this method of transport was pOinted 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 flexibility. 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. 
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Figure 2 Map of Road Network In Iraq 

.... ,.. . 

To • .,,' 
Helab 

.-"~ 
f 
) 
\ 
J 

.- ---

J 
! 
I 
J 

To .Il 
He!ab ( 

." ...... -.~--,--
.,,' 

ts>----====~, 

Source: Report about the Transportation Sector: 
Ministry oj Planning. 1983. 

68 



Table 36: 

Comparison Road Percentage To Population In Some Middle East 
Countries (Km). 

Country T!Jpes oj Road Per Percentage(96) To every 1000 
lOOO/SqKm oj population 

Iraq 22.1 1.1 

Egypt 38.5 1.4 

Algeria 8.1 1.5 

Morocco 112.2 3.2 

Syria 59.4 1.8 

Iran 24.5 1.6 

Jordon 84.2 3.1 

Source: Paxton, J editor. The Statesman's Year Book 1976 - 1977, Macmillan Press, 
London 1976. 

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. Rail Transport: 

The "State Railway Establishment" continu~usly incurs operational losse. as a 

result of defects in 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 modem railways. The total length of railway track 
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in 1985 was 22900 kIn. representing 1 kIn for about 5050 persons. and many large cities 

are st1ll not connected by rail. According to the latest available information. the 

government has signed several contracts With a number of European companies to 

construct a new railway network to cover the whole country and it is expected that this 

Will be completed in 1990.50 

It Is 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 15 too old. as one of the three main tracks was built 

when the British 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 milllon 

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 1985. 

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 

railways services whereas 35,893,000 passengers used buses during the same period. 
:;1, .... 

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 

the river, particularly in the rural areas, where modern transportation methods are 

lacking. Most of the agricultural products in these areas are carned in this way. But the 

transport methods are still pr1m1tIve, and locally organised. 
,jl 

This sector is completely neglected despite its potential for providing economic 

benefits. Table 37 shows the quantItites and kinds of goods carned by river transport. 

The figures illustrate the poor performance by this sector, and it Is not a healthy 

Situation. The amount carned in 1974, 1975 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 facUities since 1980. 

About 800Al of Iraq's trade Is transported by sea. Moreover, this means of transport 

is 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 

transport by government interventton will provide a great deal of foreign currency In 

the long run. To remove the general obstacles 1mpeding 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 Goods Carded By River Transport ( Tons) 

Kind oj Goods 
Year 

I 1974 1975 1976 

Palmo1l 23491 32966 25014 
FueloU 

4810 990 
Animal Fat 

1000 
Paper Pulp 3145 600 
Crude au 4997 2630 
Iron powder 9550 320 
Wood 321 244 
Steel wire 1415 
Iron 1258 
Cas au 1536 
Salt 1680 
Bricks 870 
Corn 750 

Other MaterIals 1136 
Total 50149 41570 27004 

Source: Ministry oj Planning, 1976.-

72 



In this context the "Iraqi Maritime Transporting Company" (IMTC) , was 

estabUshed 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 estabUshed in 1952. no action was taken untU 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 RetaU 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 trade 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 selUng 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.51 The Size of these 

bUSiness varied fro~ large department stores which are well organised, practising 

book-keeping and recording information about their activities to businesses 

estabUshed by small familes or home-based enterprises which kept no detailed account 

of their daily perfonnance. Most of the wholesale and retail 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 provlnces of the country. 

Basrah and Mosul for th~ 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, 
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emplOying 5.000 people--6oo firms were located in Baghdad employing 2.000 staff. 52 

The value of wholesale sales was ID.54 millIon in the country as a whole. two-thirds of 

whIch (I.e .• m.33.6m). represented sales in Baghdad alone.53 Most wholesale 

bUSinessmen usually spec1aliSed In one item or one line of related items. Some of them 

have begun to engage in retail actMUes but only on a limited 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. 

Retailing 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 

activities are located Within purchaser'S own premises so that their daily 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 business. In 1956 there were apprOximately 36.000 

retail establishments employing 47.000 people. with annual sales estalmated 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 retailers who perform. 55 

a. The physical movement and storage of goods. 

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

c. The standardisation. grading. and final processing of goods. 

d. The prOviSion of ready availability. 

e. 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 

vUlages 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 EstabUshment By Major speciallsation And 
Number of employees in 1984. 

MaJor SpeCialisation Number oj Nurnberoj 
employees Establishments 

M1nJng & Extraction 3955 7 

Foodstuffs ManufactUring 25248 149 

Beverage ManufactUring 6448 20 

Tobacco ManufactUring 4870 2 

Textile ManufactUring 24915 90 

TailOring And Clothes 3778 14 

Leather And shoes ManufactUring 5477 8 

FUmitures/Industry 1978 21 

Paper Products & Printing 8378 39 

Chemical Industries 29571 154 

Non-metallc Mineral products 31678 215 

Basic metallc Industries 3110 2 

Metallc 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 
Orand Total 169994 782 

Source: 
Ministry oj Planning. Accumulative Statistics. 1984. 

75 



Durtng the last ten years. co-operative retailing has also been introduced. Each 

establishment serves a particular segment of employees working in a particular 

government department. 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 st111 predominantly 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 migration 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 childr~n. together . 

with the lack of rural amenities and. the phYSically less-demanding way of life. have 

attracted v1l1agers 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 people 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 regIons of the country. 57 
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Table 39 

DetaUs 

Consumer Cooperatives In· 1984-

Unit 

Number of Cooperatives Number 
Members .. 
Paid Capital 10000 
Reserve Capital 
Number of Employees Number 
Total Wages'"PaTcr . IDODO 
Expenditure .. 
Total of Purchase .. 
Total of Sales " 
Value of Fixed Assets: 

Lands 10000 
Buildings It 

FUrniture It 

Equipm~nt " 
Transport Means .. 
Others .. 

Total: 

Source: Ministry oj Planning's Annual Report 1984. 

Amount 

65 
253845 

1506 
5129 
1736 
1256 

173 
46591 
48387 

5 
299 
399 
329 
410 

68 

1510 

As a result of such internal migration. Iraq is becoming increasingly urbanised. 

even although almost two thirds of the population stUllive in some 445 villages. Thus 

the proportion of the total population resident in urban communities rose to 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 urbanisation precedes industrialisation. 

Urbanisation in Iraq has led to the growth of population masses in and around the 

big Cities. This upward trend in the population of the city centres resulted in an 

Increase in the number of people employed in government departments in unskilled 

Jobs. or in retailing and industry. The heavy flow of migrant people has created an 

increasing demand for Jobs. especially by the unskilled. A similar situation exists in 

most developing countries. when development has not taken place. There is 

unemployment and a conSiderable degree of under-employment. especially in service 

77 



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. ~oreover. how many of these units used for personal residency. Table 40 

shows the number of private dwell1ngs completed by Governorates between 1975 and 

1984. 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 the 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 Dwelllng Units Completed during 1975, 1984 
by Governorates 

1975 1005 

Oovemorates Houses 
Use 0] Use 0] 

Flats Houses Houses Flats Houses 

Nineveh 1605 157 1537 4881 166 6093 Salah Aldeen - - - 1112 17 1168 Tameem 266 - 248 2093 52 2263 Diala 550 2 502 1704 173 1991 Baghdad 13030 147 12522 11439 556 21311 Anbar 214 - 174 1179 95 1553 Babylon 882 - 862 998 21 1329 Kerbela 1471 29 1422 1314 51 1519 Najar - - - 1237 33 1267 QadIsya 492 - 482 1357 24 1407 Muthana 210 - 196 648 8 770 Thlqar 671 - 670 3948 12 4608 Waslt 374 337 1357 10 1525 Maysan -
205 - 175 542 8 632 Basrak 1406 9 1374 2910 73 3134 Dohok 

ArbU 79 - 75 806 9 883 
Sulaymania 988 12 988 2059 154 2681 

309 3 290 2260 2 2992 
Total: 22752 359 21854 41844 1464 57126 

Source: 
Annual Report; Ministry of Planning. 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 famll1es 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 

encouraged by changes in their life style. In Iraq. for example. immIgrant people no 

longer consume barley which was previously a part of their usual diet in rural areas. 

SimUarly the demand for dairy products has Increased in urban areas.60 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 hypothesis. 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 1947-19815 

96 Urban to 96R alto ur 
Total Total 

Year Urban Rural Total Populatton Population 

1947 1.733.827 3.082.385 4.816.185 36.0 64.0 1957 2.445.459 3.853.519 6.298.978 38.8 61.2 
1965 4.112.291 3.935.124 8.04Y.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 15.584.987 70.5 29.5 

Source: Ministry of Planning. CompUed 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 people looked for work In Industry. Such migration has 

adverse effects particularly in rel~t1on to the social structure. 

Such effects are clearly seen in Iraq, one of the richest countries In the world, with 

oU 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 social, 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 

resources aimed 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 transportatlon facUities 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. helping 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 crucial to 

the success of marketing and distribution (including our area of relevant study. i.e. food 

marketing and distribution) which must continuously adapt itself to change and 

development in order to survive and prosper. 

Migration 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 tum 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 regIon. 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 economIcally or socially. Those thousands of migrants are for the most 

part 1ll-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 the ciUes and the poor in the rural areas, 

thereby improving the lot of those who depend on agriculture for a livIng. and thiS will 

reduce level of the imports, improve the balance of payments and pennIt the expansIon 

of manufactUring. Thus the government can at the same time increase economIc 
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development and improve living conditions 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 implications concerning 

Iraq's econOmic growth are clear. They include achieving the correct approach to 

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. in 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 reforms are also 

required since they 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 country's recovery In the form of government investment 

programmes aiming at self-sufficiency. and effiCient use of economic resources. Public 

expenditure under these five-year plans has increased four times over between 1968 and 

1980. Such investment would normally have been beyond the country's resources. but 

finance was available through the oll revenue which represents life-blood of economiC 



growth. If the process of development is to continue at this rate With the help of 

systematic planning. economic expansion will be characterised by the development of 

every sector of the entire 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 fonn 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. Decentrallsed 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 f!scal 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 011 revenue. it sUll represents the major source of funds for 

Implementing the various development programmes. Iraq's policy is to achieve 

political and econOmic independence through the naUonalisation of all the remaining 

oU companies in the country. and large-scale petroleum projects are underway as part 

oC the developement strategy. Implementation oC these plans wUl absorb a large part of 

the national 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 world demand for oUt and the 

slump in oil prices dUring the second half of the 1980's. Reducing bureaucracy and 

84 



overCOming the problem 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 stabUIty. and solve these problems. the nation's vast potential may 

finally be realIsed. 

The research methodology employed in thIs thesis. the samples selected to reflect 

the actual situation in the fIeld of agriculture. and the aims of thIs study wUl 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 agnculture by 

57 percent (Hershlag I), 'The Economic Structure of The Middle East", Leiden, Neth, But, 

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 agnculture to housing and construction. This is due to the state of flux in 

the successive governments, reflected in shuffilng 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 failure in both agriculture and industry, but still the 

agricultural sector is backward. With reference to the Land Reform experience, there is a 

contrast between Iraq 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 SL't 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 fact, 

the real income of the Egyptian farmers was generally higher than that in other Middle 

Eastern Countnes. Thus the main reason that many agricultural development 

programmes have falled to attain their goals has been the failure 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 oU 

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 serious 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 salin1ty 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 

agricultural' 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 marketing 

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

Iraq, whe 
re several large areas of production have little or no link with marketing 



centres. so that prohibitive transport costs would be tncurred. 1 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 achieving a higher level of technical 

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 stability. Such 

conditions are necessary to facilitate greater product diversification. thereby 

stimulating and. encouraging the development of a commercially viable farm business. 

Even if crop yields are adequate. breakdown or inadequacy in the processing. 

storage and distribution facilities. can lead to food wastage and widespread 

malnutrition particularly among the urban population. 

In general. the marketing 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 olTicial 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 fOl: 

marketing agricultural products. 

With reference to the price of food in the local markets. the Iraqi government has 

introduced two price levels. a lower fL"(ed price for low quality products and a higher 

Price for high quality products. When middlemen or e~en government departments find 

that these fixed prices reduce profit levels. firms tend to reduce their services or sales 

forces accordingly. in relation to advertising or even marketing research. and private 

firms or middlemen restrict their activities to a limited area of the market. Middlemen 

or retailers sell their produce. especially agricultural products. ignoring the 

relationship 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 themselves helpless and even the government inspectors are unable to 

take effective action against a large number of retailers who are Widely dIstributed 
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throughout the country. In an attempt to reform the pricing system, the "Central 

Organisation for Pricing," was established under the supeIVision of the Ministry of 

Trade, This organisation has authority to regulate commodity prices and investigate 

charges, but its responsibilities and powers are not precisely defined. 

For a producer to achieve the desired results. he must be persuaded no longer to use 

traditional inputs 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 agriculture. Such a pollcy could not 

be introduced successfully without considering efforts and application of price changes 

and differentials. Consequently, It is essential 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, including 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 in general. and the relevance of price changes in 

particular. so that propducers are unable to make appropriate decisions 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 government concern and some efforts were made eIther to solve the problems 

or to reduce their effect on the farming community. 

Government activities in relation to the economy fall into three main categories. 

first. the creation 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 Unlikely to be performed by the private sector, In agriculture. these publlc 

services and investments typically include research. technical extension services, 

general SuprevIsion of the cooperative sector, and the provision of major items of 

infrastructure. such as surface irrigation systems. systematic ground water 

development. 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 avallablllty Is a problem for 

all poor countries. wh1le 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 to 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 sIgnifIcant 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, th.ey wUl 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 abUIty of 

small farmers to contribute to the successful marketing of agricultural products. 

Accordingly, in general, operations in the field 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 above wealmesses directly affect the development of agriculture 

or the fonnatlon 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 

consumptlon requirements which naturaly creates a high element of risk relatlng to 

repayment of credit. The dIversion of credit to purposes other than productlon Is a 

common practlce in most developing countries. It is also true of the vast family fanning 

sector in developed countries. Bottomly has argued that farmers borrow in order to 

support their families. without taking Into account their ability to pay. They choose to 

feed their families and to attempt to increase their y1eld rather than to repay their 

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 technical1nnovatlons in agriculture 

at d1ITerent times. the need for capItal to finance agricultural production processes can 

be quite crucial. Thus the level of demand for credIt could be a function of interest rates. 

investment returns. and accessIbility to credit institutions and the risks Involved. 

Thus. credit faCilIties. marketing poliCies and technical innovation are all important 

factors in achIeving success In the transfonnation of agriculture. These factors have an 

important contribution to make towards Increasing total output. improving the 

dIstrIbUtion system and benefiting 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 neglected. whereas in advanced 

countries. marketing Is reCOgnised as being one of the key factors in Industrial growth. 

It Is POSSIble that such developments as have taken place In Iraq were devised by those 

who had little Interest In or inadequate knowledege of marketing because they had not 

recognised the need to seek specIalist advice and assistance. It Is reaso~ble 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 adequate supply of food 

and other agricultural products to satisfy indust:ry's requirements and meet the day-to

day needs of the population at large. 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.S 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 coodlnatIon required between agriculture and related 

industries to detennine 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 Iraq. A great deal of effort is required to establish 

a systematic and successful fonn 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 modernised; It may be more 

difficult to succeed abroad due to the level of competition in foreign markets or the lack 

of appropriate marketing knowledge which is a prevailing characteristic of most 

developing countries. including Iraq. This would involve the use of such modern inputs 

by fanners as pesticides. fertilisers, and appropriate technology. and giving fanners 

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 input required by the food industry to a greater extent than any other industry in 

the Iraqi economy such as textiles or paper. and it Is the food industry which is our 

present concern. 6 

The importance of agriculture to the Iraq's economy is second only to the oU 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 importance of this sector. such countries suffer 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 

sufficient 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 polley 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. wlll be encouraged to buy other products. either for their 

personal use or for further investment in agriculture. and thIs In tum will give added 

impetus to industry as a whole. 

In general. the hIgher standard of living achIeved by farmers wtllincrease the rate 

of consumption of other consumer and industrial products which will help to increase 

the level of industrial development. It should be borne in mInd. therefore. that 

increaSIng the earnings of those engaged in agrIculture, especIally in developing 
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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 fanners. It is generally believed that high 

agricultural prices mean that farmers are better otT. 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 production 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 Is still regarded as having a passive role to play in the economy and as 
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having little to contribute to the ecoom1c 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 playa part in the exchange economy. and consequently 

expand its size by creating economies of scale.7 

Improved marketing performance w1ll enhance the prospects of consumers. 

producers and all those in the marketing chain as well as helpIng to improve the 

national economy. Indeed. Its 1mportance 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.S 

In the marketing literature. the Integration between the production process and 

marketing was recognised as achieving an efficient marketing system and an effective 

dlstribution 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 social1mplicatlons. increasing attention 

has recently been given by the governments of developing countries to the need for 

modernisation of the food marketing system.9 The conditions outlined above apply to 

Iraq. 

At the present time. most marketing 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 50. 10 Unfortunately. as we shall see from the survey research. we can 

st1ll 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 

satisfied 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. 1 I 

The marketing concept 15 Widely appUed 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 

no Single definition of marketing has ever be'en universally accepted. it is generally 

agreed that the main purpose of business is to create customers. 12 The heart of the 

marketing process Is thus to provIde consumer satisfaction. It 15 frequently suggested 

that the concept of consumer sovereignty must increasingly be recognised and 

implemented in developing countries as discretionary income levels grow. Marketing 

then. 15 one of the factors which determine social behaviour in the economy because to 

a lar~e extent. social behaviour depends upon the services and goods which effective 

marketing prOvides. The marketing concept is thus of crucial Significance. Any finn 

adopting that concept becomes aware of the consumers' needs and takes full 

responsibUity 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 decisions. 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 available 

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 stUl operates at a simple level. In the industrial field also, the 

tendency by the planners or economists is to concentrate on production and ignore the 

value of marke~ing 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 a 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 sociall1fe. 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 perfonnance achieved 

by the traditional marketing structure that caters for most consumers has created a 

Variety of adm1n1stratlve problems which have Wide economic and socialimpl1cations. 

This study attempts to develop a better understanding of the problems involved. to 

prOVide a means of improving the efficiency of the present marketing system employed 

in the food industry. through the application of the marketing concept in the related 

agricultural sector. 

2.2. ObJectlves Of The Study 

Effective marketing of agricultural prod ucts 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. It is the purpose of this thesis to show that such steps require 
\ 

sound planning, and highly qualified. well-trained. and devoted personnel 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 the 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 modem agrtculturalInputs and thereafter maintaining produce in good 

condition. Improvement in the effiCiency of the required services would ensure that 

produce reached its destination In sound physical condition. Such 1mprovements 

would enhance the status of fanners, 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 fac1l1ties. 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, w1l1 be 

examined. 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 Inherent 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 

effective 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 wUl be 

strengthened in the market and their bargaining power will be Increased. since 

competition w1l1 have been created in the market place despite government 

supervision. 

The improvement in the present marketing system. through recognition of the 

SOCial. economic, 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 

fanners in the market Will be ensured and this in tum will enable all available produce 

to be distributed through the ofTicial 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. Research 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~essary 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 prel1m1nary research, then, revealed that there is very little published 

data on food processing in developing countries and nothing of Importance about the 

application of the marketing concept to agricultural food products in Iraq. Therefore, it 

was deCided that it would be necessary to visit Iraq to collect data on the subject in 

person. 

Information was obtained from two sources: firstly from four government 

departments, and secondly, by use of questionnaires. The govenunent departments and 

the information they provided are detailed below: 

1. The Board of Supreme AudIt The folloWing information was gathered: 

(1) The status of the finns visited in the food industry. 

(11) Procedures employed in costing and pricing. 

(111) Firms' balance sheets for recent years. 

2. The MInistry of Planntnl% The following source of infonnation was 

obtained: 

The Statistical Year Book for 1985, which provides 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. The Ministry of A~r1culture and A~rarian Reform Infonnation about 

the number of agr1cultural cooperatives. details of loans received by 

them in recent years. infonnation about agr1cultural production and 

prices and information concerning the Agr1cultural 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 e."Cpended on gather1ng this infonnation, with the 

help of a questionnaire concerning the cooperative movement. The researcher'S 

previous experience enabled him to arrange the executive's responses so that a clear 

picture 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 public sector the practice is 

more common, so it might be worthwhile to undertake further investigation of these 

firms. together With those in the pr1vate sector. These research findings taken in 

conjunction with our recommendations should provide a clear picture of the extent to 

which the marketing concept is practised in the Iraqi food industry. Of course, other 

factors such as socio-economic conditions are also important and should also be the 

Subject of further research. 
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The cooperative organisations are adml.n1stered by the Mln1stry of Agriculture and 

Agranan Reform, whereas in the field of industry, the public sector is adml.n1stered by 

the M1n.1stry of Industry. Firms in the sample selected were medium-sized in tenns 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 

ConSiderable 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 

aims. 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 I. 

The study was conducted in and around the capital, Baghdad, by means of direct 

personallntervlews. In the researcher's experience, the nature and the social position 

of the respondents were such that the best way to obtain the desired information was to 

allow them to lead the discussion so that they would express their ideas more readily, 

they would be more relaxed and have more confidence In the researcher. For this 

reason, questions were left open and the researcher probed more deeply when he 

considered it necessary to do so. The design of the questionnaire 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 cooperative 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 obtained 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 their 

participation would be wholehearted. 

Interviews were held dUring business hours. as executives are then more readily 

available, so no previous appointments were arranged. However. some of the executives 

in the public sector preferred to answer the questions themselves, and the researcher 

had to collect the responses later. 

The researcher was given detailed responses by executives in the organisations 

visited. A letter had been sent in advance inviting cooperation and this helped to 

complete the mission in a reasonable time despite the current situation in Iraq, 

although some data related to the marketing mix was obtaIned from the Annual 

Financial Balance. as some firms did not keep separate records. especially in the 

private sector where the researcher had to rely on explanations given by e.xecutlves. All 

the questionnaires were administered in Baghdad and once again. useful addItional 

information was obtained during the interviews. 

The questions were in Arabic language to ease executives' responses and were designed 

to achIeve the purpose of the study, namely. the extent to whIch the marketing concept is 

applied in the agricultural/food industry. The ArabiC language has little vocabulary 

even for commerCial and industrial activities, so it is easUy 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 infonnation obtained through the inteIViews back to the English language. The 

executives' responses were arranged to obtain a clear picture of the Situation. Thus. 

similartty in questions, which may occur to the reader. are due to the d1fferent nature of 

both languages. Some executives in the pubUc sector preferred to answer the questions 

themselves and the researcher had to collect the responses later. However. when the 

diSCussion took place to assess the answers later. the researcher probed more deeply when 

he conSidered it necessary in an attempt to check the answers with those during the 

interviews. in order to maintain conSistency. 

2.3.2 The Sample 

Examination of the annual balance 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 main areas of the food industry In both the 

private and public sectors. In both sectors. there are films with a clear and well-defined 

line of management with a reasonable number of employees (more than 50 In the 

private sector and 200 in public firms. a parameter set by the Ministry of Works and 

Social Affairs). Accordingly. the industry sample is heterogeneous, and employers 

represent most of the population engaged in the food industry. and therefore meet the 

questionnaire objectives. In both sectors. firms were engaged in local and export 

activities related to the subj ect of the thesis. 

As far as cooperatives are concerned. the researcher concentrated on the Middle 

part of the country. where the units are engaged in all the agricultural activities 

aSSOCiated wIth the products in our case studies (namely. the marketing of dates. grains. 

and fruit and vegetables). whereas units In the North and South respectively 

concentrate their activIties In prodUCing grains and dates. The location of the 

Headquarters was in the capital Baghdad. and it was here that the researcher met 

executives. 

Iraq covers 438.317 sq. lane or 175 million Donums. Cooperatives in the sample are 

109 



responsible for 277.154 sq. lan. or 63% of the tota1land area. The total area sUitable for 

general cultivation is 48 m1llion Donums. Consequently the units in our sample are 

responsible for cultivating 28.3 million Donums. Their share of the total Agricultural 

Bank loans In 1984 was 71% which amounted to 5.618.454 ID out ofa total of 7.914.682 

ID. In the marketing of fruit and vegetables. grains. and dates. the market share of 

cooperatives is over 300A>. 58% and 60% respectively. Dates still represent over 57% of 

the non-oU revenue derived from exports. whereas grain. fruit and vegetables are now 

Imported by Iraq and they represent 55% of alllmports of consumer products. The cost 

of importing these items is more then ID 140 mUllon. The growing numbers of these 

units 15 regarded as a mark of success in the field of agriculture. Th1s 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 Umes over. without a proportional increase in output. a clear indication of 

unsatisfactory planning. 

The sample selected includes a variety of different sized firms in each group to suit 

the requirements of the research. so the industries involved are heterogeneous. 

containing different types of the most important 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 

provide a systematic framework for synthesising the various topics related to the 

agricultural marketing problems in the te.xt. to proVide and open the door for the primary 

data obtained 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 market'ing concerning developing countries. 

including the United Nations (UN) contribution. all of which enrich the review chapters 

menUoned 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 anel Type of Actlvlty 

Kind oj Industry No. £\port l'bl-EIcpat 
oj Private Public 

Firms Private Public Private Public 

Dairy Products 5 4 1 - - 4 1 

Dates Processblg 3 2 1 2 1 - -
Canning & Dehydration 5 1 4 1 1 - 3 
Soft Drinks 3 - 3 - - - 3 

Sweets & Confectionery 3 2 1 - - 2 1 

Marketblg of Grains 1 - 1 - 1 - -
Marketing of Fruit & 
Vegetables 1 - 1 - 1 - -
Extracting Industry 3 1 2 1 2 - -
Sugar Extraction 3 - 3 - - - 3 

Marketing Foodstuffs 3 - 3 - 3 - -
TOTAL 30 10 '20 13 17 

procedures in the finns 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 packaglng (see Chapter 8). These 

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

general, the literature review in the first four chapters 1s 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 flnns in the ol1gopol1sttc sector in the sample selected to represent the food 

manufacturing industry. concentrating Instead on the private and public sectors. But 

thIs omIssIon is not SIgnificant since the survey was conducted included ten large 

private firms and twenty in the public sector. The researcher believes that the 

Information 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 olfgopol1sUc sector firms especIally those firms 

involved in export activities. which may have dUTerent ideas and attitudes concerning 

marketing. ThIs may encourage the reader to hypothesIse that firms Involved in export 

marketing are more aggressIve in their activities than those involved only in local 

activities. and that the former are more prepared 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 operating In the food 

and agrtcultura1Industry. Both of the sectors selected clearly have an impact on the 

economic development process through theIr attempts to increase productMty in order 

to meet consumers' risIng demand for processed food. SInce we restrict ourselves to the 

two sectors mentioned above. including finns whIch vary in size and Importance. the 

statistical inferences whIch can be derived are limited. Such quantitative and 

qualitative weaknesses in the statistics derived from the firms cannot be easily 

discounted. Nevertheless. thIs study may provIde some insight into marketing 

practices. 

To achieve more. the researcher would 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. 

\ 1 2 



2.S. The Hypotheses 

Based on the preVious discussion. the following hypotheses were formulated: 

(a) The marketing concept is not adopted in the agricultural/food industry. 

(b) 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. 

(c) 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 tum will bring about long awaited improvements 

in the deficiencies caused by antiquated fanning methods. 

The primary hypothesis is that the maIn paints whIch affect the food 

industry supply and the subsequent impact of marketing activities 

depend upon: 

1. ReligiOUS variables 

2. Rising income levels 

3. Migration of rural people to the urban areas 

4. The general level of education. especially In business studies 

(d) 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 knowledge of available alternative 

strategies. 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. 

(el Agriculture in Iraq is characterised by individual small holdings which 

are divided into scattered fragments. The number of small farms results 

from the JrnplementatIon of the LRL, making it much less convenient to 

produce centrally in marketable form, where surpluses occur. Where 

production by individual small farmers is so limited. this situation is 

likely to be perpetuated. The hypothesis relevent in this context is that 

the LRL has contributed to the decline in the level of agricultural 

production. This hypothesis is based on the fact that Iraq has become an 

importer of agricultural produce. whereas before the law was enacted. 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 level of agricultural production in Iraq will be examined. 

1 1 .4 



BIBLIOGRAPHY 

1. FAO. Iraq 

2. INTERNATIONAL BANK 

3. UNITED NATIONS 

4(a) BOITOMLY. A. 

(h) AnIAVALE. M.C. and others 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 
13. 

14. 

ANDERSON. D.A. 

U.S. DEPT. OF AGRICULnJRE 
ECONOMIC RES. SERVICE 

ABBon. J.C. 

KRIESBERG. M. 

HILGER. M.T. 

RICHARD, T.H. 

KURTZ. D.L. and others 

DRUCKER, P. 
BERfRAM. S. and 
KENNETH. P. 

BAKER, M.J. 

1 J 5 

Country Report. Rome. 1959. 

World Bank Operations. John Hopkins 
Edn.. N.Y .• 1972. p. 18. 

Statistical Yearbook. 1974. p. 672. 

"Monopoly Profit as a Determinant of 
Interest Rates in Underdeveloped Rural 
Areas". Oxford EconomIC Paper. Vol. 16. 
No.3. 1964. 

"Loans Advanced by Land Development 
Banks. Utilisation. DIverSion and 
Measures to Prevent Diversion". Indian 
Journal of Agricultural Economic. XXVI. 4 
October-December 1971. p. 575. 

"Marketing and EconomiC Development: 
The Thailand Experience". MIchigan State 
University. East Lansing. 1970. pp. 70-73. 

"Improving Marketing System In 
Developing Countries". Foreign 
Agricultural Economic Report. No. 93. 
Washington. D.C. Department of 
Agriculture. U.S. Agency International 
Development. 1972. 

"The Development of Marketing 
Institutions". In Agricultural Department 
and Economic Growth. Herman South 
Warth and Johnston. B.F. Ithaca. N.J .• 
Cornell University Press. 1967. p. 393. 

"Marketing Food in Developing Nations" 
Second Phase of The War on Hunger". 
Journal of Marketing. Vol. 32.. No.4. 
October 1968. p. 55. 

"Consumer Perceptions of a Public 
Marketing In Mexico" Columbia. Journal 
of World Business. Vol. 15. Fall 1980. pp. 
75-82. 

"Have Manufacturing Firms Adopted the 
Marketing Concept?". Journal of 
Marketing. July 1965. pp. 9-12. 

"ProfeSSional Selling". 3rd Ed. BUSiness 
Publications Inc .• Plano. Te."'Cas. 1982. pp. 
12-14. 

''''The Practice of Management", 1954. p. 37. 
"Marketing Research: A Short Course for 
Professionals". John Wiley & Sons, Inc., 
N.Y., 1976. p. 4. 

"Marketing: An Introductory Text". 4th 
Ed., Macmillan Ltd., London. U.K., 1985. p. 
396. 



Chapter THREE 

Role of Marketi~g in the Developing Countries 



3.1 

3.2 

3.3 

3.4 

3.5 

3.6 

Chapter THREE 

Role of Marketing in the Developing Countries 

Introduction 

Marketing Concept 

Marketing in Developing Countries. includIng Iraq 

Problems of Agriculture in Iraq 

3.3.1 Poverty 

3.3.2 Production Conditions 

3.3.3 Small-scale Production 

3.3.4 Fanners' Bargaining Positions 

3.3.5 Incentives for Fanners 

3.3.6 Marketing Channels 

3.3.7 Credit and FInance 

3.3.8 Production Seasonality 

3.3.9 Land Reform Problem 

AgrIcultural Marketing - Definition 

Neglect of Agricultural Marketing 

Structure and CharacterisUs of Agriculture in Iraq 

Conclusion 

1 1 6 



Chapter THREE. 

Role of Marketing In the Developing Countries 

Introduction 

In the early 1970's. 20 years of the Land Refonn Law. 40% of the land subject to 

expropriation had not been requisitioned. and over 80% of the total area st111 awaited 

redistribution among impatient fanners. The population has increas~d by 3% to 15.5 

mUlion 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 fanners in Iraq and particularly agricultural marketing. 

Fanners face a Situation where they have to tend fanns scattered over a large 

geographical area. Fanners 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 imp~ove their standard of living and their position in society. We 

shall see later in Chapter five • that effiCient and effec~ive Marketing Boards capable of 

solving fanners' problems are necessary. The fixing of fair prices. employment of 

competent workers and maintaining regular and stabUlsed prices and income are all 

vital to the fanner. The poor returns a fanner 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: 

1. 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, marketlng has become an increasingly important function 

within a business organisation. This situation stems from the fact that businessmen 

recognise the importance of profit making to their fiml and realise that for their 

business to survive, customer wants and needs must be satisfied. However, to apply the 

marketing concept successfully, a finn should be marketing-oriented. The adoption of 

this concept means fundamental changes in the finn (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, being 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 utility. If this policy was pushed by a finn, it would not suffer 

from competition by other firms because it would be fully involved In the development 

of these needs. l 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 familiar with the 

marketing concept, and seven stated that they were not familiar with it. However, 

managers 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 two elements (quality 

and price). No one mentioned consumer satisfaction. 

A firm may satisfy consumer needs, but at the same time adversely affect the society 

in Which it operates. So with the advent of consumerism, a possible conflict between a 

finn's SOCial responsibility and the traditlonal 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 az;d 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 

achieVing profits. The researcher believes that other social 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 

fonnation, improvement 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 society 

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 

distinct lack of appreciation of the modem marketing concept among Egyptian 

managers. The majority do not fully understand its meaning and how It is 

1mplemented, 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 traditlonal sense. To many, marketing is nothing more 

than selling. whilst to others, marketing is synonymous with studying the market.S 

Bazara confinned that a large number of managers do not believe in the marketing 

concept and they do not put it into practlce in their companies, since they are of the 

opinion that the productlon functlon is the most important one in the enterprise and 

that marketlng is no more than a vehicle for distrtbuting what has already been 

produced. Most managers were not prepared to accept the marketing concept, since 

production problems represented the main difficulties facing their companies.7 

Marketing In developing nations is a subject which has increasingly attracted the 

interest of researchers, text-book authors and wrtters 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 finn to 

relate profitability to its market.8 

Professor LiVingstone expresses the problem of international marketing in tenns of 

moving from the role of exporting to actually manufacturing and distrtbuting from 

overseas bases.9 

Carson explains why marketing difTers from country to country. He discusses many 

aspects which account for these differences, such as the cultural, socIal, political and 

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

also suggests some areas which need further investIgatton.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 

descr1ptions 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 smaller scale of enterpr1ses 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 We sfall , in their study of the Indian economy. pOinted out specific 

obstacles and weaknesses in the marketing system. and the possib1llUes of improving 

Indian conditions by using modern techniques. Those conclUSiOns are based on their 

study of the actiVities of manufacturers. wholesalers and retaUers.14 

Bromely through his study of the integral marketing of selected food products in 

Ecuador, has pOinted out the major problem areas of organisations concerned with 

marketing policy in less developed countr1es. These major problems are: 
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(a) The avallabUity of effective marketing chains. 

(b) The relationshIps between the scales of production and consumption and 

the structures of marketing chains. 

(c) The differences between the marketing characteristics of different types 

of products and finally, 

(d) The relationships between difl'erent types of marketing approaches. IS 

Again, in Egypt, Alsharblni 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 studylng, that of two thousand 

people who had left the country to pursue hIgher education courses, only twenty were 

undertaking Management and Marketing studies. 17 

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 

entreprenunal 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 industry 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 1mportant 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 economy, results from the low status of marketing In 

developing countries such as Iraq. 

Most of the developing nations are now aware of the error of neglecting the 

developing of marketing systems, and over-emphasizing production-system 

investments. in their five-year plans which alm at bringing the fruit of production to 

the people. IS 

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 IndustriaUsation 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 stlmulating the development of a marketing system, 

which would enhance efficiency in the use of economic resources. thereby providing a 

large domestic market, and Increasing market potentIa1. In point of fact, the present 

Situation wUl not allow the achievement of the required objectives .. 
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3.3. Problems of Agriculture in Iraq 

The Iraqi farmers suffer from ineffiCient marketing of agriculture. This Is the main 

reason for the decline of agriculture. a situation which has become a cause for concern . 

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-sufficiency in terms of food productIon. The following are 

the most common problems relating to agriculture in Iraq: 

3 .3.1 Povem 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 rural areas who are wholly dependent upon 

agriculture. not only for theIr livelihOOd, but in many instances for their very 

survival. Income levels and access to basic needs are useful indicators of the extent 

of such poverty.20 

Seasonality Is frequently an important cause of poverty. The nutrItional 

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 seasonally low earnIngs for agricultural 

labourers. The highest incidence of malnutrItion often occurs at such times. 

One of the aspects of poverty is that one group of farmers can suffer more 

than others. People in a certain group are poor because they have no access to the 

existing finanCial facilities or other forms of support. This not only leaves them 

open to exploitation, but also deprives them of appropriate technology and basic 

institutional services, such as input delivery systems 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 achieving greater equity.21 
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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 

amenities. 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 Production Conditions One of the main obstacles to the development of 

agriculture in developing 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 farms scattered here and 

there. and operating independently. The organisation and the coordination of such 

Widely-separated areas is immensely complicated. 

Agricultural produce is prOvided by farmers scattered over a wide area 

where the soU 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 of Iraq tend to speCialise in producing s1m11ar 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 farms 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 di1flcult. 

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 sat1s1led. 

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 buUdlngs, 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, fertUers and pesticIdes and it is correspondIngly 

more dUTicult. This creates problems even in advanced countries. 
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3 .3.3 Small Scale Production Agriculture is still a small scale industry. Despite 

the small Size of the average fann 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 farms 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 on a 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 fann holdings are as small. the major marketing problems that arise 

in Iraq 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 fanns. The farms. for 

the most part. by their nature do not fit into a modem marketing 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 unpracticable. 

With reference to agricultural produce it is generally difficult for producers 

to influence demand. Fanners' resources and production capabilities are generally 
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limlted. 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 basts. i.e. 

through cooperatives or agencies. 

3.3.4 Fanners' 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 1n 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 outwtth 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 posit1on tends to remain weak. The fact that 

credit is obtained in advance scarcely alters th1s situation. Farmers use such credit 

without the conditions lmplemented 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 

even storage services after the harvesting. which are always inadequate. Such 

power wUl 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 

fanners operate. added to other economic. cultural and social factors. results in 

their power being weak in the marketplace. 
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3 .3.5 Incenttves For Fanners Agriculture occupies a predominent positlon in the 

Iraqi 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. Available 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 productlon. The value of imported crops in 1959 

amounted to 86 milUon!D. while in 1982 this has increased to about 70 millIon 10. 

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 e.'"<pected 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 despite a populatlon growth rate of 3 percent. the decline continues. 

Among the reasons for this Situation is insufilcient use of modern inputs 

such as fertisllers and high yield crops. the primItive tools used for agricultural 

purposes. institutional shortcomIngs, and the imbalance between regions with 

regard to crop production. Some of these aspects are dIscussed in various places 

throughout this theSiS. 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 

129 



kg./liA 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 fanners through an integrated 

price pollcy in relation to agricultural commodities and this could be implemented 

by moderniSing agricultural inputs in the fonn 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 ~dequate 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 a reasonable revenue for producers. 

WIth respect to incentives for fanners, 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 raise 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 appUed to all agricultural 

parties and allied activities, Instead of just for planting for agriculture. Thls may be 

achieved through the introduction of a new loan scheme Implemented 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 NationWide project, 

including small farm experiments by means of which a system could be created, 

aimed at the effective coordination of various 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, facUitating the adoption of 

modern technology and SCientific methods by farmers. By removing the source of 

dissension between the tradItional and modem approaches, great prosperity might 

be achieved In the future. 

3.3.6 Marketlnll 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 l1ving In the 

metropolitan areas and for the large factories In which these products are 

processed. However, complications arise as a result of the relatively small amount 

1 3 1 



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' requirements. 

In Iraq, farmers experience problems In marketing their produce at places 

where potential consumers or buyers are avaUable. 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 

is not properly organised. Such dIfficulties directly affect the condition of produce 

on deUvery, 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 ~nd 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 c.'Cceptlon. 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 wlll be given In a later chapter. The amount of funds avaUable and the 

facUities 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 ftnancialIsntitutions Is essential at all stages of marketIng.24 
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(a) Growers need credit before' and during productlon to meet the costs of 

seed. fertilisers and other components. Further credit may be needed after hruvest 

so that the fanner can hold 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-selllng 

the goods. Longer term credit Is required to finance business premises. storage. 

transport and 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 of a 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 retailer needs short term credit to acquire stocks before he is paid by 

his customers. He may even give credit to them. Furthermore farmers may not have 

neough security to enable them to borrow the necessary funds from the bank. They 

may then have to tum to the private sector. where there wlll be no choice concerning 

the rate of Interest. Such Inequality of opportunity In the rural community may 

force farmers 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 system 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~ards keeping farmers poor. 

Accordingly. it may be understood that farmers wlll have little access to helpful 

information concerning current market conditions. changes in demand and buying 

behaViour. nor w1ll they have the opportunity through their production. either to 
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Improve the economy or increase exports. This will adversely affect the process of 

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

possess. 

3.3.8 Production Seasonality The nature of seasonal productlon imposes 

other constraints on the marketing system for the agricultural producer and adds to 

the 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 tlme. There is then a heavy demand for marketing 

facilities such as credit and storage and at other times of the year it may be dllTicult 

to obtain these facilities and this, naturally, affects prices. Again, farmers face the 

problem 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 facUities referred 

to above, they are unable to preserve perishable products. Two alternatives open to 

these farmers are either to transport the produce immediately to the consumers, 

since they cannot store It themselves until the appropriate season, or alternatively, 

to store it elsewhere. However, they cannot afford the extra cost involved. 

All the peak p~riod, transportation agencies encounter the peak load 

problem, since the agricultural market is supplied by a larger number of scattered, 

and mostly non-specialised, producers. This also results in serious consequences in 

that there is increased marketing expenditure which affects both consumers and 

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

3.3.9 Land Refonn 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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AssOCiated With It is the kind of fannmg where fann an intrinsic part of the people's 

culture. Many individuals in Iraq have made a fortune by their claim on certain 

pieces of land in which individuals or firms might be interested and are therefore 

prepared to pay large sums of money. Sometimes the goverrunent requisitions 

land in the public interest. The poorer fanner tends to fall into debt to the wealthier 

members of the community. and even to lose his land. In this situation. there is a 

diSincentive concerning the development of agriculture. Even when he has 

inherited a piece of land financial problems prevent an Individual from using 

modem techniques. and consequently his agricultural methods are out of date. 

Some ind1v1duals. because of their pOSition in SOCiety. have no desire to cultivate 

land for agricultural purposes but regard it confirming prestige or as a symbol of 

Social status. Others may have problems concerning ploughing pieces of land at 

some distance apart from each other. or difficulties relating to irrigation if they do 

not have resources in tenns 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 inequality in the composition of society has created a serious problem for 

agricultural development in Iraq. The fact that agriculture in Iraq is almost wholly 

of the Subsistence type is not sup rising. The problem is not surprising. The problem 

is essentially due to a shortage of resources to enable fanners 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 pamer 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 

is one factor among many which affect agriculture and the food industry's supplies 

and the subsequent scale of marketing. 
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Further implications arising from the 1958 "Land Reform Law" in terms of its 

advantages and disadvantages w1ll be discussed In chapter five,' 

3.4. Agricultural Marketing Definition: 

There Is no Universally accepted definition of marketing, indicating that a variety 

of opinions 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) identify the factors which determine whether or 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 

s I ty' 26 oc e s needs and the patte~ of industrial response. 

Marketing therefore covers both one-off e."(changes where there is no implication of 

a 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 business activities involved in the flow of goods and services from 

the point of 1n1tial agricultural production unt1l they are in the hands of the ultimate 
27 

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

agricultural situation Is that It can be used to determine which business actiVities can 

be properly regarded as related to marketing. He asserts that marketing can never be 

regarded as a neutral element by the farmer, and. for this reason. it Is worthy of his 

serious consIderation. 

137 



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 iIi the marketing chain. Changes in systems of 

marketing, and changes in the demand for agricultural products will eventually affect 

the indiVidual and so it is in his interests to be cogn1sant of, and responsive to all 

aspects of agricultural marketing. 28 

Kohl's definition of marketing has three main elements, the making of a profit. 

Profit maximisation is a target for most commercial busInesses and this is an aim to be 

achIeved by farmers. Profit to farmers provides motivation and incentive, without 

which they are unwUling to do the work involved. Farmers may moderate the 

maximising attitude of economic man and adopt the more realistic "satisfier" concept 

where maxtmum profit is replaced by satisfactory profit. 

The second element Is the satisfaction of consumer needs and wants. This element 

will emerge when farmers define their consumer segment in the market: in other words 

farmers should know their potential consumers. Thereby farmers w1ll be able to fulfil 

these needs to the point of complete consumer satisfaction. Farmers will achieve this 

objective When there Is appropriate interaction in the market between them and 

consumers. Lack of adequate information about dUTerences In prices, supply and 

quality of produce Is a common problem In the domestic market In most developing 

nations. Lack of an accepted standards relating to quality and quantity means that all 

prOduce must be appraised Visually. In most developing countries where there 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 With agricultural marketing in most developing nations, including Iraq. 

arise from the lack of effective marketing institutions. The purpose of a busIness Is to 
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create and keep customers.29 Satisfaction experienced by an IncUvidual may be used as 

an effective means of persuacUng others to buy as a result of the Interaction of people in 

their daily social 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 bUSiness is partly dependent upon deflning 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 facillties.31 In this context. farmers should avoid the 

assumption that they wUl 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 marketing opportunities. and to develop 

an appropriate strategy in order to provIde the product reqUired. 

In conclusion. the marketing of agricultural products begins at the farm when the 

farmer plans his production to meet specific demands and market products. However.1t 

Would be erroneous to suggest that any of these objectives are pursued in farms at the 

present time. although 1t 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. 

EffiCiency in agricultural marketing is not only critical for farmers. but it Is also 

crucial for the Success of the development programme designed to Increase the standard 

of liVing of the whole population. Despite the concentration of Industrialisation to 

achieve economic development. a large part of the community wlll continue to depend 
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on agriculture. Any effort by the government to increase agricultural productlvity. 

stab1l1se markets. ensure regular suppUes and elimlnate economic waste. must include 

the development of an efficient marketing system for food and agricultural products. 

Raw materials for food proceSsing industrtes consist mostly of agrtcultural 

products which form the core of the industry. Their availability at particular times and 

places is very important to the industry. It is obviouS that food processing industries in 

Iraq depend to a great extent on local raw materials. Therefore in the 1n1tial stage of 

this study it is important to try to establish how far the principles underlying the 

marketing concept are observed in practice. The marketing-oriented concept can be 

appUed to agriculture to a large extent but. to date only a limited amount of work has 

been undertaken to identify the orientation adopted by farmers.32 

3.15. Neglecting Agricultural Marketing 

Several factors have contrtbuted to the neglect of agricultural marketing In Iraq. 

(a) The difficulties involved in gathering data on agriculture and the uncertainty 

concerning the reUability of such data. 

(b) Preoccupation with industrialisation has diverted attention from marketing 

problems. 

(c) 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 comple."C. therefore it is better to disregard it. 

(e) The central planners have ignored the role of marketing. partly because of the 

almost invisible role of the marketing sector operating between production and 

consumption. and the unavllablllty of the accurate. essential and quantitative 

information required for the planning process. 
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(1) Another factor contributing to the neglect of agricultural marketing is related to 

the nature of agriculture itself. 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 yields. In Iraq. temperature. rainfall and humidity. features of a 

tropical climate. adversely affect farmers. who have no defence against these 

conditions. Consequently. the uncertainty and risk associated with potentially low 

yield have an economic effect in 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 

achieVing the follOWing objectives: stimulating the development of an agricultural 

marketing system Which would promote greater efficiency in the use of economiC 
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resources, providing a large domestic market and increasing market potential. The 

goverrunent should realise the importance of marketing as well as of productlon and 

finance. Marketing planning should involve detgenn1n1ng how to produce the proposed 

prOduct, estimatlng the selling price, determining methods and structure, and 

obta1n1ng 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 characteristlcs. 

In general production units are small basically because each unit is run as a small 

family concern In 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 experience of the previOUS season. They concentrate on products at a high 

price both for theIr personal benefit--as they consume part of the productton--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 

response to the relative price changes. 

In an agricultural tradition of thIs kind, farmer's access to information about 

market conditions is limited, so that farming methods are primitive and little 

attention 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 

farmers are 1111terate and they suffer the consequences of other social and economic 
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factors, they are not in a position to apply modem technological techniques, so that a 

degree of technological backwardness is created in the long run. Moreover, in a 

traditional society since individual farmers differ in the resources they have, and some 

are better informed or more interested than others in successful farm1ng, 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 required to take 

advantage of modem technical methods so that hIgh technology may in fact be a cause 

of fallure, due to adm1n1straUve 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 diffusIon of technology in the field of 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 inadequate 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 Iraqi 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 Agncultutral Mach1nery Services" which Is the only government 

department responsible for dealing with machine and agricultural technological advice 

in the field of agriculture. This "State Organisation" has suffered from a shortage of 

personnel With suffiCient experience. expert1se and education. There Is also little 

motivation to introduce adequate programmes. The personnel concerned regard 

themselves as members of a government selling department. with no interest in the 

field of agriculture. Furthermore th1s enterprise operates In the Capital. Baghdad. 

where its headquarters are located. No faciliUes provided in the rural areas to ensure 

that its objectives are achieved. Facilities for disseminating appropriate legal 

information and advice are not available for a large number of farmers in many areas 

to which access is d1ff1cult. 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 signiflcant is the 

lack of oncial motivation to work in the field of agriculture. even for those who have 

graduated from agrlcultural1nstltutions. The researcher believes that the high costs of 

travel to remote areas and the dtfficultles involved in reaching isolated fanners present 

insuperable problems so that this enterprise can only help fanners near the city centres 

and other acceSsible areas. Yet the remote areas could be served by cooperative 

organisations throughout the country if strongly motivated and wholehearted efforts 

were undertaken. The result of such activities on a cooperative basis would benefit 
fu . 

rmers greatly and 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.3S 

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 perception 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 

infonnation. Human beings receive information through the senses of Sight. heanng. 

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

infonnation must pass before it can be used.3S Without adequate recognition of the 

benefits to be obtained 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 

available. With such information or advice. fanners 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 in mind when organisational changes are introduced. On 

the face of It. it would seem that rewards and failures associated with taking risks in 

respect of change will always be recognised. but if the possible rewards are known in 

advance. this will motivate those who are innovation-minded. But when fallure occurs. 

a more complicated pIcture emerges.40 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. Positive attitudes to change need to be 

encouraged at all levels in any organisation and providing incentives might help to do 

this.41 

SImilarly. farmers in the developed countr1es 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 countr1es when farmers 

are poor. 

They are unable to undertake r1Sks. which to their minds. are unnecessary. To 

them. fallure Is a dIsaster. involving increased indebtedness. and affecting their 

purchaSing power in relation to food or other necessIties of life.42 The degree of r1sk 

and uncertainty varies with the nature of the new technology. Innovation always 

involves r1sk in changIng from old to new practices. a fact which must be thoroughly 

understOOd by those who are enocuraged 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 innovation. 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 fanners to encourage them 

to adopt new methods whIch ~ould result in a change from traditional agr1culture to a 

more productive fonn. CredIt restrIctions then. will discourage farmers from 

emplOying technological methods. and this may explain the hardshIp suffered by 

farmers. espeCIally the poorest ones. who more than others find themselves unable to 

benefit from the new technology. 

The backbone of agrIcultural production has undoubtedly been the peasant 

producers or small-holder rather than estates and plantation. therefore the cost of 

146 



agriculture 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 unit· area 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 wlth Other Countries 

Country Area HarvestedlHA(l,OOO} Yield kg.IHA 
1980 1981 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, Comparative wlth Other Countries 

County Area Harvestedl HA(l,OOO} Yield kg. I HA 
1980 1981 1982 1980 1981 1002 

Iraq 719 800 703 692 575 600 -
Algeria 841 833 765 794 750 650 -
Turkey 1893 1990 2034 5300 5900 6000 

Iran 846 929 857 1100 1300 1200 

Greece 2671 2535 2828 892 768 888 -
Morocco 1028 466 929 2210 1039 1901 

FAO: 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 inunediate solution to the problem of 

agricultural stagnation in 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 farming community. Recently a 

"National Crusade Project'; ~as la~mched to improve and expand agricultural 

prodUction through the application of agricultural know-how. combined with scientific 

management supervision. The main objectives of the project are to achieve: (a) 

EffiCiency: (2) Security: (3) Stability: (4) EquaUty: (5) Cheap food: (6) The reduction of 

unemployment and poverty. 

Reasonable progress Is being made in this way in a number of areas. It would be 

useful to examine the· degree of government involvement and the services rendered by 

the government through its various organisations and institutions. Further details 

will be prOvided later relating to such crusade projects. 

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

prodUCtion tend to be more successful than traditional managers in adapting 

technOlogy to fit local conditions. 
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The establishment and organisation of cooperative societies Is of particular 

importance In a commUnity where the majority of farmers can not afford enough 

money to buy fann machinery and other inputs. By combining their efforts and 

contributions, small fanners have found strength in unity and their joint efforts have 

yielded reasonable results which have contributed greatly to improvmg 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 perfonnance between 

farms USing Similar inputs demonstrates the importance of management to some 

extent. The hypothesis produced in this connection is that returns in tenns of both 

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

hypotheSiS needs further investigation (see Chapter 5). 

Table 3: Comparison of the Yields and Area Cultivated In Iraq 
with other Countries (Wheat), 1981 

Area 
(000 Hectares) 

Iraq 917 

Argentina 5757 

Egypt 3297 

India 
22104 

U.S.S.R 59232 

U.S.A. 
44989 

Australia 12041 

Source: FAO Production Yearbook, 1981. 
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In the light of the above problems the efficiency of the marketing system for 

agricultural products may be considered. Efficiency is very Important for the future 

viability of the food industry. Attempts have been made by many economists to study 

agricultural marketing problems With a view to formulating strategic plans to Improve 

marketing and analysing the role that the agricultureal and food marketing system 

plays in increasing the output of agricultural products in general, Improving 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 their level of economic development. A report presented by the 

FAO Regional Conference for developing countries stated that Improvements in the 

marketing channels might be achieved through the coordination of different bodies 

such as government organisations and cooperative units, and it is widely recognised the . 
production must be organised on a commercial basis.44 Farmers may obtain the 

appropriate technology in some 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 underdeveloped state of the distribution system has a negative influence. The 

efforts 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 available 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 st1ll suffers from a certain degree of inefficiency and there ls a shortage of 

phYSical facilities and supplementazy 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 controlls lacking. output is low. rellable information is 

not avaUable so that expertIse and services are in short supply. consequently 

inadequate marketing experts and finally. institutional performance and procedures 

are inadequate. 

A prel1minery suggestion is that the efficiency of the marketing system may be 

achieved and Possible improvements introduced by strengthening and improving the 

performance of government departments. whose services could be enhanced through 

appropriate tra1n1ng. Improving the information system. and above all. granting full 

recognition to the marketing concept so that uneconomic ventures are avoided by 

adjusting supply to demand in order to ensure consumer satisfaction. The effects of 

these steps would contribute to securing price stabUIty implementing effective product 

control. and generally creating an effiCient marketing organisation which would 

invigorate industry. Although putting these recommendations in effect requires 

careful preparation and would be particularly difficult in developing economies. they 

must be carried out in order to reduce aVoIdable increases In production and markeUng 

costs. all of which could be achieved by improving the marketing system so that it 

becomes more effective. 

The above summary Indicates that the characteristics of IraqI agricultural have 

caused the weaknesses of farmers economl~allY 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 avaUable for selllng 

so Utat fanners 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 Ute long run fanners have little or no incentive to adopt new methods 

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

large. Uterefore. developing countries become worse off.45 

Conclusion 

It has been stated that the output of agricultural products is affected by the size of the 

area under Cultivation, the output per hectare, and by factors such as the use of chemical 

fertilisers, credIt facUities, irrigation systems, the use of high yield seed varieties. etc. 

But Within the current circumstances which include the possibUity of expanding the 

area under cultivation or improVing the current level of output by multiple cropping, 

thereby encreaSlng the output per hectare. But the method most likely to increase 

prodUction mo~t rapidly is th~ ~ploitat10n 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 is devoted to industrial 

development, but agriculture must not be n~glected. Farming in Iraq no longer 

dOminates Iraqi economIc life. It is the major source of supply for the food processing 

industries, it could have an important role in meeting the balance of payments, second 

only to that of 011. In order to ~emedy this Situation, it Is necessary to examine the 

cause of failure and identify the obstacles that hinder agricultural development, despite 

the various 5-year plans produced dUring the past 16 years. 

In Iraq the revenue from oil now maintains the balance of payment deficit created 

by other,sectors of the economy including the agricultural sector. The true economic 

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

SUffiCiency. 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 primiUve agriculture is the poverty of its 

farmers. This factor and the obstacles preventing the use· of modern inputs in 

agriculture and are partly responsible for decling producUon. Backwardness in 

applying modem technologIcal methods and resource constraints together present 

farmers With finanCial problems. 

Just as the Iraqi farmer himself lacks the necessary supporting fac1l1ties, also so do 

other farming Inputs. From the researcher's experience of v1sint many cooperative and 

government stores. it appears that a great amount of fertilisers is wasted because of the 

carelessness of farmers or offiCials. EVidence of this can be seen in the Government and 

Cooperative stores (the Board of Supreme Audit, Report on "The Agricultural Enterprise 

of Kut". Report constructed by the researcher in Arabic, 1984). 

Opt1m1slng the use of fertilisers increases the yield per hectare. As we shall stress in 

Chapter 4, there are differences in the extent to which fert1lisers are used by fanners 

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 fert1l1sers 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 fert1l1ser in Iraq, also show that usage is 

still 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 achieved In 

neighbOUring Countries. 
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In addition to the possible expansion of the area under cultivation. the use of high 

yielding 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 11m1ted and Is used only by some farmers. mostly in the North. who use 

modem Inputs. and by government enterprises. 

The evidence supplied by many reports in Iraq indicate that the majority of farmers 

are carrying out only the basics required to work small holdings. The system of land 

refonn 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 

tr~ditional methods of farming. Thus. there is a lack of understanding and 

appreciation of the socio-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 modem technology and market conditions. prevents farmers from 

adopting modem methods which would transform agriculture into a modem industry. 

Overall these economic factors. added to a number of social factors. combine to create 

low prodUCtivIty. low incomes~ poor motivation. and the encouragement of rural-urban 

migration. 

Low and fluctuating incomes often characterise the agricultural industry In 

developing Countries Including Iraq. Such low income Is a reflection of the 

d1sequl1brium in the agrtcultura1lndustry caused by the structure of the industry. 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 polley. 

The pricing mechanism has Us effect on farmers. Government. through 

Intervention by its offiCial departments to control prices on the one hand. and the 

unofficial prices set by wholesalers in the market on the other. represent two 

contrasting sour~es affecting prices. so that farmers are normally subject to price 

uncertainties. When there is 'greater certainty. more risks can be aVOided. and farmers 

. can produce pre-detennined crops for known consumers In a given market. Such issued 

need further Investigation which we shall undertake in Chapter 6. 

The problems of credit and technological know-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 important of these are: the prOVision of greater financial incentives to farmers 

through a price support system; the abolishing of the use ofpr1mitIve agricultural Input 

and replacing them with modem Inputs such as high yield varieties: provision of an 

effiCient irrigation system; the extension of credit facUities. and the removal of 

regional cropping imbalance through rural-urban 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 

dUTerent traditions. 

Transforming agriculture from its primitive state to a modernised industry 

reqUires 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 • included. and the public's opinion of farmers. which has 

reached a low ebb. changes. Motivation will occur when improved status has been 

achieved. EconOmic uncertainty. lack of lmowledge and ingrained social attitudes 

represent the most serious obstacles preventing agricultural technica11nnovation. 

Many factors have contributed to the neglect of agricultural marketing. The most . 

important factor is the biological and climatic basis on which agriculture rests. which. 

together with certain uncontrollable factors. has made It difficult to forecast 

agricultural yield accurately. Total agricultural output is generally unknown or 

uncertain. 

Integration of rural and urban area programmes is a concept which requires more 

emphasIs. What is needed to achieve success In agriculture is the appUcation of modem 

methods. appropriate technology. improved storage facilities. easy and supervised 

credit facUities. the provision of amenities for rural areas, better quaUty seeds. etc. 

Such a bold plan would help to remove the Imbalance between the two areas. 

increaSing the socio-economic potential of the rural economy, reducing mIgration. 

distrIbuting scarce resources fairly between rural and urban areas, and lastly, 

prOviding remote areas with appropriate modem 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 social 

economic group or set of national objective over another. 

Some of these prerequiSites offered by the Iraqi government wUl be discussed in the 

relevant chapters where it is necessary. In general. the application of the marketing 

concept to agriculture and horticulture in the field of production in a modem economy 

Is 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 is absolutely necesary in developing economies in 

order to ensure that in all aspects of production are used more effectively so that their 

service to the pubUc and their ability to satisfy wants and needs Is at that highest 

possible level. This can only be achieved if the basic utilities in terms of form. time and 

place are made available. In other words. consumer satisfaction is max1m1sed when 

agrtcultural produce can be obtained in the required form. at the right time and at the 

right place to suit the convenience of consumers. Success in provIding these three bastc 

utllities Is achieved ~hen the productive process performs three essential functions: 

Firstly. the type and form of required by the consumcer must be created. Secondly. 

there must be suffiCient appropriate storage. facilities to ensure the flow oC seasonal 

agricultural produce to the consumer in the market. at the appropriate time. Thirdly. 

agrtcultural produced must be transported Crom the production areas and distributed to 

the ultimate consumers wherever they are located. 

In ChapterFOUR. the literature review demonstrates the concept oC marketing 

hi h h : 
w c as a role to play in the process oC economic development. a Cact that was not 

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

Ignored. 
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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 we have stressed in the fourth section of this chapter, 

scarcity of resources is one of the many charactrerlstics of developing countries. thus 

the problem of shortages of goods and serv1cer Is given PriOrity at offiCial level. leading 

to emphasis on production rather than on any other economic activity. Accordingly the 

marketing function has been neglected and thIs strenghens the opInion of the central 

economic planners that intermediaries are Ineffective and therefore their high profit 

share caused by the Inefficiencies of the marketing system. Too little attention is paid 

in the marketing system to the relationship between riSks and higher margins. Thus. as 

we shall see in chapter6, the government In Iraq through the control it exercises and its 

pricing pollcy 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, marketing 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.1 

Thomas, Donald and Bowersu.'C, cited three types of Justification for the existrence of 

Intennediaries. In the first place, they reduce costs and increase effiCiency by 

ellminating various steps in business transactions, secondly, economies are achieved 

by intennediaries maintaIning a product Inventory. Thirdly, they are able to interpret 

the Consumer needs which facUltates their purchasIng transactions, a process which is 

called 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 

1mprovements in many areas. it is stlll a neglacted function. In fact • it 19 completely 

misunderstood even by economists in the developing countries who do not realise that 

marketing is a self-adjusting mechanism capable of responding to change in the socio

economic system of a particular countIy.3 

Until recently, in most developing countries, marketing has been a neglected area in. 

the econOmic development process, but various theoretical and emp1r1al studIes now 

emphasise the importance of this approach. Application: of the new concept of 

marketing is' unlikely to be found in developing countries, wheras this concept is 
.: .. 

widely recognised in the developed countries, where it has become the key factor in 

Industr1al expansion, 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 pJay 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 subheadings: 

1 Widening the marketing concept. 

2 The key role of marketing in economic development 

3 The characteristics of developing countries. 

4 The status of marketing in developing countries. 

5 The role of agriculture in economic development 

6 New out look. 

4.1. 'WIdening of the Marketing Concept 

In chapter one we concluded that the concept of marketing, and the importance of the 

marketing function and the appUcation 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 

envtroments. 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 

spec1fica1ly. 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 1mportant 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 ph~losophy was formally stated. Markets existed from 

earliest t1mes whenever goods and services were exchanged. wherea~ 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 furtheI1ng 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 

achieving organisational goals.6 

The most vital resources in any social system and allocate other reso,;!rces in the 

most effective way to promote economic development. The marketing sector is 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 greate~ 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 cryastall1eses and 

directs the demand for max1mum productive effectiveness and emclency and lastly. 

marketlng helps to develop standards of efficienc1y and quality by rewarding those who 

contributed to that end. The best example of this Is the impact of Sears and Roebuck on 

the latin American Countries. 7 

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 Ul-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 joint role to play in the economy. Moreover 

the attention that is 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 Industrial and enterpreneurial growth. 8 
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4.2 The Key Role of Marketing In Economic 'Development; 

4.2.1 Marketlng Data And Consumer Information • 

The Inflow of adequate infonnation 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 ts the basis of 

the marketing concept. Through the application of the marketlng function. co

ordination between production and consumption will be achIeved as productlon Will be 

organised according to consumers needs. Within an organisational framework.9 ThIs Is 

very important for developing countries when resources are scarce. 

With reference to agriculture. fanners must know before seed is bought what their 

market wlll be. Quality a~d continuIty of supply are critical • therefore marketing Is 

best carried out on a collective basts. 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. InfonnatIon which fanners 

can rely on can be obtained particularly through marketing research. whIch Is 

important for both agriculture and Industry in developing nations. to permit optimum 

utUisation of abaUable resources to Increase the Income from fanns and businesses. 

and to facUItate the proviSion of improved services in the market. 

Mass prodUction which aims 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 ofmarketlng research exists to the same extent 

as it does in industry. At the'indlvidual fann level. it Is essential for fanners to under 

take collectively a certain amount of their won market researach to ensure a continuous 

Supply of information concerning potential market opportunities. This Is partIcularly 

lmportant when farmers contemplate plannIng changes In their fanning system as 

there is a WIde range of planning techniques whIch can be used to achieve these ends. 
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4.2.2 Improving Distribution Effielency 

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 

their 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 prtce. than those in remote areas, 

but most farmers in developing countries are at some distance form 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 

spolled. 

It Is recognised that marketing can actually increase the producit1vity of the total 

economic system through the creation of tlme, place and, storage ut1lit1es. 11 

Marketing can increase people's well-being by creating economies of scale. This may 

also be 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 modem 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 wUl not only benefit consumers, but by 

redUCing unnecessary cost, they wi11 Improve profitability of all parts. Also the 

efflcienfcy 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 is the basIc aim to be achieved through each development process. 

Prosperity may be achieved by maximum utilisation of available resources to provide 

167 



output compatable with society's needs and wants. 13 In other words. marketing 

function should be maximised Within the limits of the scarce resources which are 

available .14. to ensure the saUsfactlon of the basic needs. and improving the standard 

of liVing of the society. On the other hand. Petrof argues that appropriate allocatlon of 

resources is of critical importance. Resources are scarce and waste cannot be 

tolerated. IS 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 

satisfied. and in the input of resources must be maximised. This can be achieved by 

channelling scarce resources effiCiently through careful programming of production. 

and moving 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. 

The marketing concept to some extent assumes that market needs Will be met in such 

a way as to safisfy society requirements. When the marketing concept is properly 

implemented. marketing will have a positive effect on the process of economic growth. IS 

An appropraite level of revenue will be generated and technological economies may 

be achieved through improvement of the marketing system employed by organsiations 

involved in the process of production which wUl lead to expansion of their existing 

markets and to an increase in mass production output. 

4.2.4 Improving The Standard of Living 

Professor McCarthy states that effective marketing Institutions are necessary and 

suffiCient Conditions for economiC growth. that is he explicitly regards marketlng as the 

major means of achieving economiC development. 17 ThIs objective and others 

mentioned above. may be achieved to some extent through the establ1shement of 

organisations responsible for the provision of shopping centres, and reSidential areas. 
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Improvement of the marketing system may bring subsIstence producers Into the 

sphere of an exchange economy. Thls wUl contribute to the expansIon of the economy 

and to the achIevement of economIes of scale. Within such an active environment. 

accompained by the Introduction of new products or Unprovements In existing products 

whIch are desIgned to meet by consumer requirements. marketing can Increase 

elasUuUes of supply and demand. IS This Will enhance people's general well-being whIch 

will be conductive to the economIc development of these developing nations. 

4.2.5 Problem of Scarcity 

The effective performance of marketing depends in some measure on the prevallIng 

enviroment In the economy concerned. In most developing countries for example. the 

government's poliey of Unposing high tariffs on imports to protect local industries, and 

the scarcity of resources change the nature of the marketing function. Both of these 

factors help to create a sellers' market. ObViously. marketing in a seUer'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 

minJm1sing the problems caused by shortages, and the marketing {unction is clearly 

helpful for such items by using a strategy of productive marketing and successful 

manipulation of the marketing miX elements. 19 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 Unproved dIstribution methods to ensure that 

the limited goods avallable are delivered for consumption in the most effiCient manner 

POSSible and, they need greater control over distribution to eUminate 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 sel11ng activities than is the case in 

advanced economies where supply and demand are closer to equllibrlum.20 

The heavy burden of administratlve control and the restraints Imposed by having to 

conform to econOmic policies will Impede effective marketing activtes. Thus the core of 

marketing performance consist of reducing wastage of Inputs by channelling them in 

the right direction and reducing output wastage. while the product is being distributed to 

consumers.21 

4.2.6 Addltlonal 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 appUes to both 

industrial and consumer products. 

Such socio-economic elements have adverse effects on marketing. People with a 

high income wUl have increase discretionary spendIng power. When such people are 

oLTered products that cater for their needs and wants. their demand for these products is 

lIkely to increase. In tum. production w1l1 rise. more opportunities for Increasing 

Income will emerge and, flnaily every aspect of business will benefit. The function of 

marketing is to dlscover the potential buyer. discovering wants and satisfying them. 22 

Drucker and other writers have asserted that Sears and Roebuck by using modem 

methods of marketing, have had an important impact on economiC growth. Such 

methods had a Simultaneous effect on the dlstribution 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 invest 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 -tenn and not simply last for a 

short period of time. this Is curclal 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 

Clade asserted that not all possible demands registered in the market place should 

necessarUy be 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 e."{ample. 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 

studIes have stated 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 

suIt 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 

economic 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 possibUities 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 their 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 (l.e .• agricultural 

and food products). Without effiCient management and a far-seeing outlook by planners 

is likely to collapse. The researachers experience during eighteen kyears of employment 

as a government offiCial 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 mark~ting. and provide data which may fill 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 

economy. Marketing is a catalyst in the field of researach. 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 their income 

increases, and prOViding a higher standard of living all of which stimulate economic 

growth. AchieVing these beneficial results is Important for both developing and 

developed nations. 28 

4.3 Developing Countries Characterisitcs 

Marketing is 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 Ceatures.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 cltles. 

4.3.2 High MUitary Expenditure: Developing countries usually spend on armaments 

twenty times the amount they receive in ald. This statement Is a reflection of 

national inseCurity and the influence of Military Leaders, (GeroCe Dalton in 

EconOmic Systems and Society - Penguin 1974). 

4.3.3 Badly Administered: Fast growth, plus major, often frequent political changes, 

combined with a desi~e for state control and little administrative experience, 

have almost unlverally overstretched the capablllties of administration. Tribal 

and famUy influences cause the leaders and executives to have priorities which 

are out oC line With good practices or optlmum effectlveness. 

4.3.4 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 division of people 
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Into rich and poor. town dwellers and peasants. In some of these countries the 

dlvtsions is by tribes who speak different languages. 

4.3.5 Monopolistic: In developing countries competition is the exception and 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 

facUities, and the private or public sector networks in the transport field are 

poor. All these factors produce a compleUey drfferent 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 

pollticalidelogy. 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 nonna1ly tranSmitted through various Government channels. 

4.3.8 Inadequate Documentation -- In a subsistence economy with a population which is 

largely illiterate, worried about tax implications and with no general traditions 

relating to the reliability of infonnaUon and the importance of accurate data. 

one cannot expect good primary statistics. nor Is it easy to gather secondary 

statistics. It must be 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 Vulnerabll1ty 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 tenn 

balance of trade appear to be mOving against developing countries. In the 

meanwhile sophisticated changes in the produced 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 (1e 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 achievlng 

econOmic growth has been neglected whereas in the developed countries Its role Is a 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 countlres. 

SInce marketing can make a huge contribution to the growth and development of 

the economy. 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 ari~es when examlng 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 

economic 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 is its merits in e."CamlnatIon of an economic sector the conclUSion that Uttle 

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 polley 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. 31 Thus, in 

econOmic terms, industrialisation is the process of changing from an agricultrual to an 

industrial economy so that the nature of the economy 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 appropralte 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 dUTerent 

stages In the process of development. 

We stressed in the third chapter that marketrlng is regarded as complementary to 

prodUCtion. S1mlliarly, wlthi~ the industrialisation process It is a function which is 

higly re~evant. Government central planners main concern is to find ways of increasIng 

both agricultural and industrial production. Government planners are consequently 

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 marketing 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 is so complex and so intertwined in the private lives of every 

citizen that it Is better to left alone. However. when marketing Is fully understood. 

changes in the marketing structure should follow. 

Again McCarthy suggests that the availability of marketing institutions is a 

necessary and sufficient condition for max1m1Slng economic development benefits. He 

agrues that a negative effect on economic development plan is related to the lack of such 

marketing institutions.32 However. although effective marketing institutions 

constitute a necessary condition for economic development. they are by no means 

sufi'lcient as we shall see later. 

Many factors have probably contributed to the neglect of marketing in these 

countries. The intangible nature and the complexity of marketing may constitute one 

factor. The economics of makeUng is perhaps not an attractive subject for the 

econOmists because In many instances marketing is conceptually ''messy''. one cannot 

easily 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 

demand. consumption. and market trends generally. Thls view is supported by Hancok 

and Padolecchla.34 

Data is also scarce concerning the financial benefits to be gain from marketing. 

When there is a 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 marketing actlv1Ues. 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 managers )las contributed greatly to 
,/ 

hindring the development of marketing. This shortage of skilled and trained managers 

is deep rooted in the developing countries.35 One of the serious problems Is the lack of 

trained manpower capable of doing this kind of work. Developing and planning 

manpower takes a conSiderable time to bear fruit. Evidence derived frmm studying 

International business. agreements. whether through joint venture. licensing or 

exporting • indicates that no attention Is paid to marketing. 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 

economic development. One of these Is related to the difficulty involved in transferring 

marketing techniques in the form of a specific programmes. such as can be provided 

when new technology Is to be Introduced and the other' factor which is frequently 

mentioned Is the lack of understanding of the marketing function in develping 

countries: He pOints out that the basis of any attmept ot improve the e1l'iciency of the 

marketing function in these developing nations is achieved by understanding how the 

existing marketing system In these economies operates so that marketing can assume a 

key role in max1m.ising the use of scarce resources in these countries. 36 

Some politiCians assert that part of the reason for political unrest in most of the 

developing nations lies in the wide defferences between rural and urban areas. 

EmphaSis is 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 solutlon.37 What 

Is relevant to this discussion is the lack of awareness concerning the need for 

appropriate interaction between rural and urban marketing activities. Integration of 

these activities is required to produce an effective marketing syst~m. 
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Another reason could be related to background and attitudes of planners. poUey

makers and executives. The Situation in most developing countries Is that the economic 

development plans are drawn up by economists. who typically have a speclaUsed 

Interest in Industrial organisation. transportation development. or public resources 

utilities. but are not Interested In marketing system despite the Importance of this 

function. As a result the national planners are reluctant to Include consideration of 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 dubious 

represent ill-management approach to marketing. Moreover, business schools and 

marketing speCialIsts have concentrated on managerial marketing. as It 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 marketing 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 introduced In the field of distribuUon and In various 

fonns of Price control. Likewise farmers lack access to credit facUlUes, and other Vital 

services they required to enable them to improve product1v1ty. Such a situation Is a clear 

ind1cation of the offiCials belief that only production acUvitles add value whlle 

marketing services add little. 

The ineffiCient marketing system in the developing countries provides opportunities 
~ . , 

or employment for the otherwise unemployed. When levels oC unemployment are 

generally high In most of these nations. marketing is accepted as a Job which Is 

relaUvelv . I f 
~ easy to obtain and at least allows people to escape from the clrc e 0 

unemployment. This was encouraged in these countries where no roles or leglslatlon 
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regulating the entry to marketing activities. This is 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 Imports for industrial and consumer products. This phenomenon is the core of 

international 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 imported 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,41 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 which 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 developing countries should not make us feel over concerned about marketing. In 

fact dUring the last 25 years, many of the Writers have begun to ~everse the above beliefs 

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, issues and research concerning individual consumer 

buyer behaViour, how firms determine products, how firms determine channels of 

distribution and if the existing channels are effiCient, and whether the marketing 

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 utllisation.43 

Also With reference to the marketing 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 

Finally Kaynack with reference to agricultural marketing In less developing 

countries diSCussed the role of marketing 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 well as dealing with the traditional problems of 

distribution.45 The location of marketing Institutions presents another problem. Most 

economic actiVities are concentrated in the urban areas. In most developing countries 

this Situation is exacerbated by the lack of physical fac1l1ties 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 institutions 

can Operate more effectively on a nationwide basis. The government through its 

legislation. its infonnation system. and its various departments al"ld the necessary 

infrastructure. is more capable of achieving national objectives than the private sector. 

Government investment. however. is directed towards the provision of physical 

facilities. little attention being devoted to bringing about changes in the marketing 

system.
46 

For exampler in Egypt 48% of all wholesale establ1shme~ts are located In 

Cairo. In Turkey, 35% of all wholesalers are concentrated In Istanbu1.47 

Although there is no up-to-date data about wholesale establ1shme~ts in Iraq. the 

resear~her estimates that about 52% are located in Baghdad alone. which accounts for 

700Al 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 

agr1cultural marketing. 

4.5. The Role of Marketing In Agricultural Development 

When production is at subsistence level or just above it. the need for related selV1ces is 

limIted as fann production almost exactly meets eslstIng 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 crucial for the distribution, storage and packaging 

requirements involved in moving produce to a partIcular market. With referece to what 

we stressed earUer about the need to provide Incentives for fanners. when fanners feel 

that a fair price for their products Is available in a particular market. their enthusiasm 

for the marketing process will be increased. and naturally. they wUl then be encouraged 

to adopt a commercial orientation rather than simply aiming at self-sufficIency. Thus 

marketing and production cannot be separated from each other. In fact they are by 

nature. interdependent. Thls 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 in relation to the success of marketing projects. 48 Therefore. food marketing 

systems in the developing countries includIng Iraq must be analysed as Interdependent 

managerial and behaVioural systems. Such analysIs is imbedded in the study of 

lnterorganisatIonal 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 

agricultural 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 manufactunng 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 agrtcultural 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 Importance of the agrtcultural 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 material sourc~s. and this also affects 

other industries. Consequently. the rates of economic growth wUl be influenced by the 

rate of growth In domestic agricultural output. ThIS. in tum. wUl inevitably lead to an 

Increase in the Income earned by farmers and consequently to an increase In thier 

purchaSing pOwer In relation to goods such as tools. fertUisers. and even consumer 

gOOds. such as furniture or other items for their personal use. ThiS increased 

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 kinds. therefore is Increased through the adoption of modem agricultural Inputs. 

Thus potential developments In other production sectors of the economy are derived 

from the agrtculture markets' contribution to the process of economIc development. 

Through the application of appropriate new inputs required to modernise 

agrIculture, 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 countrles, 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 brmgs 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 industrlal 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 w1ll 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 

benent. Thls 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 continue 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 oC the Country in the foreign market and also provide raw materials at low cost to 

the Cood industry. Which thereby contributes to the required objective. In the long run, 
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this W1l1 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 

their financial circumstances by moving from the agricultural sector to some other 

sector of the economy to enable themselves and th~ir fam1les to survive. Shortage of 

money therefore encourages them to migrate from the rural areas to the urban areas, 

and no one is 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 contributlon.,,52 

The integration between agriculture and indushy 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

SuffiCiency and eliminate reliance 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 

developing Countries. But the importance of the link with industry lies in the fact that 
an I . 

Y ncrease In prodUction and the income generated by one sector w1ll lead to a 

slmilar Increase In other sectors. Production linkages are complemented by income 

multiplier effects.53 

Overall. When Integration between agriculture and Industry is achieved. farmers 

then prOduce above subSistence level. that Is they produce for personal consumption 

and for the marketing of surpluses which helps industry, and the country 

Slmultaneously. This trend in the long run Will create a substantial change in farmer's 
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attitudes and traditional practices will change from subsiste.nce level fanning to 

commercial agrtculture. The policy of most developing countries at the present time Is 

to improve both agrtculture and industry to provide a rapid solution to the problem of 

the1r stagnant economy. 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 Jrnportance 15 recognised. 

In Iraq. as in most developing countries. the local agricultural output represents the 

maIn 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 contribution 

towards feeding those employed in other sectors, and this represents potential 

diversification of the economy. AgaIn. It may be argued that food Imports are the only 

solUtion in the case of shortages. ThIs is true. but in such cIrcumstances. more hard 

currency must be paId for these imports. Such imports make a negative contribution to 

the development of the economy. in contrast with the effect of imported industrial 

products. whIch may enhance economiC development as they represent one of the 

productive factors in the process of industrialIsation. In this conte."(t. the opportunity 

cost of funds for imports is high as it reduces the level of economIc development because 

1t does not represent a resource investment. and as industrialisation and urbanisation 

continue. more food has to be imported to meet increased demand. 54 

It is relevant to recall here· the aims of government intervention and its agricultural 

marketing polIcy. First its Wishes to pursue a cheap food policy in whIch production 

meets the grOWing consumers whIch is also regarded as essential for the agricultural 

industry. A seCond aim is to achieve stabilIty of prices. since fanners cannot utilise 

their existing SOurces effectively in an unstable price environment. Therefore. stablllty 

1s regarded as essential for the agricultural industry. A third aim is equality. 

SUPPorting as far as possIble the level of income enjoyed by all fanners. an important 
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aspect of which including distributing of non-farm inputs to them, and lastly, 

effiCiency, which is regarded as a highly desirable objective. Through the process of 

economic growth it is not easy for individual farmers to keep abreast of developments 

Without assistance being prOvided by the government or the appropriate offiCials, in 

order to promote an effiCient marketing system. The overall objective is to achieve a 

state oC economic secUrity. 55 

In Iraq. as we shall see in the next chapter, the intervention of the government takes 

the form of exerCising 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 deal With it later in another chapter. a point that must be stressed here 

is that the objectives of government intervention are price stabU1s~tion and control for 

the benefit of the fanners and consumers, and maximisation of the economic growth 

rate. It should be painted out that price stabilisation in economic terms will occur 

through a system in which supply is organised to meet existing demand. But the full 

economic effiCiency of a marketing system demands technical as well as pricing 

efTiclency.56 

4.6. New Outlook 

In the literature of economic development. the shift from the view of industrial 

expansion as a key to economic growth to the need for integration between 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 

naUons. The emphasis 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 economists in developing countries. The Puerto Rican economy. for 

instance, is based on a combination of agricultural reform and increasing productiVity. 

187 



lndustrialisatIon 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 economic situation. 

To gain the full benefit of the industrialisation process. production output must 

now 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 producUon in both the agricultural and industrial sectors is 

well understood. By and large undue emphaSIS Is placed on production in general. and 

complementary marketing function is neglected. 

The continued concentration of wholesaling Institutions in a few large 

metropoUtan areas. means that there are potential buyers whose needs are not met. 

This situation seriously affects any efforts to Improve the standard of living of 

consumers in remote rural areas. This might cause many people to move from such 

areas to urban centres. which In turn has serious ImpUcations. Other social 

conSiderations have to be taken into account. such as the pressure the educated people 

exert on their familIes to move to the Cities where they are employed. When this 

happens additional maSSIve burdens are placed on the ClUes services and. the 
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lnfrastructure. 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 citles. Recent developments in the 

capital and other cltles involving the demolitlon 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 actMUes to 

prOVide a planned marketing system for both rural and urban areas in the developing 

countries. have become vItally important and are inextricably linked with the need for 

continUing economic development. Marketing is one factor in the whole development 

process. including improvement 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 

flnns 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 Is wIdened. Such practices hInder economic growth. and encourage the migration 

from rural to urban areas. This cause of distortion of the social structure is relevant to 

our Subject in that the lmpr'ovements to the marketing system may bring a better 

balance between rural 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 social 

distOrtion. to effect integration of industrial and agricultural actMtIes. and to expand 

and create market opportUnities. Instead of operating in a restrIcted market. and this 

encourages an exchange of products between these two sectors Within these nations. 
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As a result of the above discussion. the answer to the question posed in section two 

of this chapter Is. whether the marketing structure Is the result of economic 

development. or 15 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 possib1l1ties made avaUable 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 social system consists of its people who through 

their managerial abUity operate the whole'system and allocate the rest of the resources 

in the most effective way to promote economic development.60 

To conclude. it is our View that markeUng know-how. and the marketing concept 

are capable of being used effectively to stimulate economic growth. With reference to the 

POSSible transferability of this concept this depends on whether marketing is culture

based or capable of being ass1m1lated by another culture with appropriate modUlcatIon 

to make it compatible with a new environment. It can be argued that the role of 

marketing in economic devel~pment must be examined country by country. so that 

necessary modifications may be proposed. All the socio-economic and cultural factors 

a1I'ecttng marketing must be taken into account. The institutions used in a country. at a 

given stage of its development of production. distribution .... are more effective when 

they fn the economic needs and culture of the country.61 In view of the differences 

between foreign and national markets failure to adapt the marketing concept may be 

Interpreted as unsound bUSiness practice. 
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Covernment, With its available resources should recognise the importance of 

marketlng as well as other sectors, such as production and finance In its efforts to 

promote economic development. Marketing planning should involve estlmatlng selling 

prices, obta1n1ng 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 wUl be disposed of more 

efficiently. By USing an effective marketing system, more Incentives are created for 

producers, because their basic production process wUl be based on information 

renecting consumer needs and wants and market conditions. Thus producers w1l1 

endeavour to maximise consumer satisfaction. However, very few understand this 

relationship, yet the provision of information to producers is crucial. 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 

speclaUsation which will enable scarce resources to be employed in the most productive 

manner. 

Bartles states that whether achieved by micro or macro market1ng management, or 

through Private or public Initiative. economic development through marketing Is 

dependent upon someone's knowledge of marketing theory. It is not a quest10n of who 

owns marketing institutions or systems. nor of who does the planning. Public 

admInistrators must be as knowledgeable about marketing as private enterpreneurs. 

Perhaps more effort should be directed to the marketing orientation of officials In 

public admin1st:raUon. and perhaps more macro marketIng-pollcles should be 

formulated 10 developing countries. 63 

Covernments in developing countries have the ability to achieve their national 

objectives through becoming involved 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 polley over any local authority or interested partles in a particular country, 

though such a polley should be capable of implementation the available resources must 

be prOVided. In the long-run. as offiCials gam experience, they may come to realise that 

their first duty 18 to serve the community in an economic and political context, as well 

as Understanding that the market needs a sound infrastructure such as transportation, 

COmmunication and other fac1l1ties which only the government can provide by virtue 

of its monopolistic character. Financial. technical and other services can only be 

proVided by the government. 

Progress may not be achieved unless government offiCials are marketing-Oriented. 

Such orientation faCilitates the adoption of the modern marketing concept and leads to 

Its tmplementatIon. Employing effective marketing techniques would defeat the 

arguments of those opposed to government intervention in the planning of a developing 

economy. 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 

economies In developed or developing countries and borrowing any ideas that appear to 

be relevant to the economy under investigation. to be used as a guideline for achieving a 

hIgher level of econOmic development. 

Conclusions: 

In the foregoing diSCUSSion. the relationshIp between economic development and 

marketing was 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 is th'at the role of marketing in economIc development must be 

examined country by country. and that any kind of proposed marketing refonn must be 
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based as far as possIble, on consIderation of all the socto-economic and cultural factors 

influenCing 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 benefits to be gamed from this relationship. 

The contrast between conditions in rural and urban areas in the developing nations 

Is exemplified by the dtiTerent life-styles of the people in these areas, in terms of their 

per capita Income, their needs and wants, and above all the availabUity of the products 

and services offered to them. Wholesalers and mIddlemen have reacted to these 

differences by tmprovtng their facilities, and the cheap services they provide have 

Increased their 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 as industry which receives more at~ention 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 is aggravated by lack of managerial skUls, 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 deSired results. However, despite this unfavourable situation, there has been some 

recognIUon of the value of marketing. Covernment has an important 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 fann 
, 

surpluses as an inItial step towards industrial diversification in the process of 

econOmic development is demonstrated. Even those developing countries whIch have 

the comparative advantages of being able to export other natura! resources such as oU 

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 derived from producing surpluses are, first. that the 

agrtcultural raw materials thus produced contribute to the development of the local 

food industry, second, fanner'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 Is improved through increased exports. There are also other 

advantages related to the country's econOmic envtroment, 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 greater the impact of the agricultural sector on economic growth. 

But the question that arises is how to generate the required surplus to enhance the 

contribUtion of agriculture in this context? Some answers to this question wlll be 

suggested in various parts of the present study, and will also be presented in the 

reconunendations proposed ~ 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 abaUability of labour, are outwlth 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 

means by Which such a contribution can be effected. Therafter. a brief outline of some 
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characteristic features of these countries was provtded, and an assessment of the status 

of marketing was given, including a revtew of its status as perceived in the relevant 

literature. Also we stressed how the fanning envtronment and the agricultural 

Structure affect fanner's behavtour. Reasons for the passive attitude to marketing were 

outlined. 

In the follOWing chapter we shall examine the institutional frame work relating 

agricultural prodUction and In particular, the development of the land system, In order 

to assess how far it has influenced changes In the planning of production. The effect of 

the introduction of cooperatives in agriculture wUl be discussed when details relating to 

land Refonn are conSidered. 
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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 oU 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 

nauona!lncome Increased from' ~D 70-6 . million, in 1970 to In 115-5million in 1978. 

'nwYear 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Average 

Table 1 

Contribution of Agriculture to National Income 
(ID MUllon). From 1970-1978 

Share of Agrl.· 
NNI EJtrludlng Contribution a.s a percenl.age 

NM Oil qf Agriculture oJNNl 

245.85 124.64 70.61 28.72 
285.84 144.41 83.75 29.29 
291.24 138.88 64.35 22.09 
337.64 194.49 88.07 26.08 
355.42 251.83 110.32 31.03 
378.74 212.64 91.45 24.14 
396.07 214.90 80.73 20.38 
449.72 .250.35 96.52 21.46 
485.72 287.08 115.51 23.78 

358.47 202.13 89.03 25.21 

s 0 
Agriculture as 
Q J:frcen~ of 
N I excl Ing 

Oil 

56.65 
57.99 
46.33 
45.28 
43.80 
43.00 
37.56 
38.55 . 
40.23 

49.1 

Source: Compiledflgures oj dlf[erent years fn the 1970's, 
Annual Reports. Mfnistry oj Plannfng 

Agrtculture OCCupying such a dopmlnant position, has an important role to play In 

continUIng or accelerating the growth rate of the economy. Increased agricultural 

output Is essential, not only for meeting the rising demand for food and raw materials 

Cor the Cood . 
prOCessIng industry in order to mobUise and expand the economy, but also 

for achIeVing oth~r objectives such as maintaining price stabll1ty, and helping wIth the 

balance of payments. as well as establIshing an effective home market for the 

agrIcultural products of the country's growing industries. particularly since a major 

part of the p I 
. ~pu atIon derive their Uvelihood from agriculture. 
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RecogniSing the importance of agricultural development. succeSSive Iraqi 

governments have undertaken a number of serious steps to promote success in 

agriculture. ranging from building dams to providing a regular supply of water through 

lrrIgatlon. to establishing cooperatives as a means of improving the marketing system. 

The desire 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 sUghtly 

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 is the private sector. The second category is the cooperative. founded on 

the PrinCiple of equal participation by its members. and in Iraq. operates according to 

the Land Refonn 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 cooperaUve movement in Iraq. due 

to its influence on farmers. consumers and the economy. 

Our objective In this chapter is to highlight the advantages and disadvantages of the 

(LRL). Details of (LRL) evaluation. its implementation and achievements are outwlth the 

scope of this study. ThIs introductory section Is intended to explain and highlight the 

problems which stUl have to be solved. with particular reference to farming incentives 

and to the need to link market potential wIth the new institutional framework of 

refonn. Light will also be shed on the cooperative movement in Iraq which was set up 

immediately in accordance with the law. The problems associated with this movement 

wLU be outlined and POssible solUtions will be proposed. Accordingly. this chapter wUl 

be dlvlded into two sections. 
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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 

experience. It also considers the hypothesis that agricultural growth was slow In the 

period 1mmedlately 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 mentioned In chapter one as constituting a problem. Most farmers. having no 

access to government sources of credit. are forced to tum to private sources. the cost of 

which is 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 

obtaining credit from the state. and the characteristics of the state channel10ans to 

borrowers. 
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SECTION ONE 

5.1. The Institutional Setting 

HaVing outlined in chapter two, the main problems facing agriculture In Iraq, we 

now tum to examine the Institutional framework of agricultural production, with 

Particular emphasis on the land system, 1ts 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. 

~ .1. The Agricultural System Before the 1958 Revolution . 
The Origins of the land tenure system and land ownership 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 offiCials 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 Empire, the basis of land ownership was the tribal 

dlrah--a large area of which a tribe exercised a customary right of occupaUon. The 

system evolved into a feudalistic structure a main characteristic of which was absentee 

landlordism. ExtenSive tribal holdings were appropriated by the Sheikhs. These tribal 

lands, which had no legal baSis, were regarded as state lands, with the tribal occupants 

as tenants-at-w1l1. 

Under this tribal system, the Sheikh organised primarily political functions while 
runcu . 

ons such as canal clearance, Irrigation, allotting seeds and organising sowing, 
harv t . . 

es ing and threshing were managed by lower tribal authorities. Only a small 

proportion of the dlrah was cropped and cultivation sh1Ited as canals silted, or the land 

salIna ted. For the most part, there was no indiVidual ownership, since occupancy of a 
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spec1flc plot of land for a long pe'r1od was not customary. Livestock grazing was a more 

Important occupation for the tribesman than crop productlon. 

In 1932. when It was economically and politlcally favourable to the government. 

these lands were OffiCially transferred to the Sheikhs who became the legal owners. The 

Sheikh's representatives. the Slrkals. then became the estate managers while the 

tribesmen who were settled there became 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 subdlvlded into small and ineffiCient units. Thus. just as the Ottoman Land Law of 

1857 failed to COrrect the land distributlon problem. so the "Land Settlement Law" of 

1932 also failed. It was. however. the beginning of the land classification (ownership) 

system st1llin use. This recognises four basic categories: 

1. Mulk -- Land 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. MIri--Land which is state-owned and consists of three sub-categories: 

(I) MIri-tapu--Iand held in permanent tenure from the stae. with the holder able to 

sell. mortgage. or bequeath his right to this land. 

(U) Mirt-Lazma--Land Similar in tenure to MIri-tapu land. except the state may 

veto any proposed transfer. 

(Ui) M1n.l-Sief--Land which belongs absolutely to the state which has sole right of 

disposal. (See table 2). 

The economIc and Social problems associated with land ownership and land tenure 

conditions have therefore always been important in Iraq. large feudal holdings and 

small Operational 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 19158 (All Regions) 

Land Class Kind oj Ownership Area (000 Acres) % oJTotal 

Mulk PrIvate 159 0.8 

Matruka PubUc Urban 2.288 11.52 

Waquf Religion 271 1.37 

Mlrl-Tapu Tenant of State 7.711 38.82 

Miri-Lazma Tenant of State (Veto) 6.541 32.92 

M1rt-S1rf State Owned 2.894 14.57 

Total: 19.864 100.0 

Source: The Ministry oj Agriculture and Land Reform. Land Reform Law. 1958. 
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the peasant fanners 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 tIying to acquire this (merI-sien 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 onginal owners to new tenants. Thls action is usually taken by the authorities In 

order to achieve econOmic political and social improvements on behalf of these tenants 

whom are usually fanners. Thus the term 'Land Refonn'1s defined as the redistributton 

of property or land rights for the benefit of small farmerS and agricultural labourers. 1 

The objectives of the government in most developing countries .. including Iraq. were 

to implement this system 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 fanners who sutTered from poverty. and lack" 
". 

of human dIgnity. although farmers are unaware of that objective. For Iraqi farmers. 

oWing a pIece of land (Mulk) is a matter of the utmost importance as this represents 

SOCial dIgnIty and high status for peasant farmers. Thus one may regard the practice of 

redistributing as a grass-roots inspired pOlicy.2 Overall. the general aims of land 

reform included economic goals. represented by a fair distribution of wealth. social 

goals represented 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 cond1tions~ On the other hand it is 

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 was f!xed at 

1.000 to 2.000 donums where rainf'allis adequate and between 30 and 60 donums where 

irrigation is requIred. Any holding which e.'Cceeds 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 

to ten years. According to the law. there had to be a direct relationship between tenants 

and landlords. and 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 respOnSIbility 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 sol1. harvesting the crop. Winnowing it and preparing the surplus for 

transporting and marketing. The duties of the landlord. on the other hand. Included 

responSibilIty for prOViding some production elements and cultivation facllitles such 

as the land .1rrigatIon faciUtles. appropriate machines and so on. also he Is responsible 

Cor prOVidIng the tenant with agricultural credit until the end oC 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 accord1ng to the LRL. Such sudden changes In the 
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Table 3 

Ratio Production Cost According to the Agriculture Reform Land 

Apportionment to the Proportions 
(percent) in land frrigated by: 

Rair\lalL ... Contribution Cost oj: flow Pump 

Land 10 10 7 
Water (Irrigation) 10 20 
Tenant's Labour and Seed 53 43 53 
Ploughing 5 5 10 
Harvesting 10 10 15 
Management 12 12 15 

Total: 100 100 100 

Source: opcit. 

agrtcultural structure which had lasted for hundreds of years created difficulties and 

undeSirable results. which even affected the social structure. 

However. farmers who we're 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 

maJortty 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 

sensiUve to prtce changes and economic incentives. Ignorance and laziness on the part 

of the farmers. moreov~r. would render ineffective any agrtcultural polley that Is based 

on economic incentives. Thus. failure to increase production during the period 

follOWing the announcement of reform measures is not surprising. The first 

explanation of this decline is'the lack of organisation of economiC activity previously 

arranged by landlords. DUring this period. there is a decrease in economic activities 

related to agrtculture which the authorities did not untertake to provide. such as the 

economic protection of farmers. 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 introduced other changes. Such a 
Sit . 

uaUon is clear evidence of farmers' lack of appreciation of the need for economic ' 

changes. 
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We have learned that the absence of incentives for farmers constitutes one of the 

most lmportant problems affecting agriculture in Iraq and this Is exacerbated by the 

vIcious circle of poverty - a condition experienced by so many fanners. These 

interrelated factors act as a deterrent against forward planning and weakens 

motivation on the part of fanners 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 effiCient utilisation of agricultural resources and greater 

control over the use of land. The resulting Increase In local agriculture output would 

have the effect of stabll1slng 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 refonn objectives. 

The prevaUing economic conditions affecting the majority of producers in Iraq. 

prior to the land refonn. appear to suggest a strong posslbUIty that Individual 

producers had a backward-sloping effort curve. Fanners 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 

lrrigatlon purposes. This. combined with the small size of holdings and very low 

yields. meant that what the producer and his family were eventually left with. after all 

their work. was often insuffiCient 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 facillUes or services 

previously prOVided by the landlord. but now withheld in spite of the LRL. 
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It Is evident that this law was nothing more than a compromise between the Interest 

of the landlords. linked With the country's bourgeoIse who had taken power after the 

revolution and the fanners' 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 earUer reactionary governments. Adherence to the 11m1ts of ownershIp 

accords such ownership the required legitimacy but if we consIder that prior to the 

isSuing of the law, many 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 IlmItatlons In this fashion afforded these means of reinforcing the feudalistic 

dOmination of the countrySide. Moreover. this neglected an important matter 

concerning the classification of land and the types of produce cultivated and the 

differences in available outputs. To compare one donum of land subject to irrlgaUon 

with two donums lrrlgated by rain 15 not a fair or sCientific method of comparison. 

Nevertheless, the Agrarian 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 no action to rectify the Situation. 

In addition to the negative effect of the LRL. other fact~rs contributed to the faUure 

of agricultural prodUction during the period followIng the Introduction of that law. 

These factors have alreadybeen referred to in Chapter 3 • but to complete the 11st of 

factors affeCting agricultural prodUction, attention must' be drawn to a number of 

Important Climatic and administrative features. In Iraq. production of crops 

throughout the country suffered greatly because of its dependence on sufficIent rainfall. 
D I . . 

e ays Occurred in the redistribution of the land requiSitioned by the government. 

"'hlch also faUed to ensure a regular supply of agriculture neceSSities such as credit. 

seeds, and lrrlgation facilities. All of these factors were significant causes of the 
d I . 

ec ine in the areas under cultivation and the fall in agricultural production. as some of 

these facilities are the responsibilities of the State. Some of these factors st111 operate 

at the present time. 

These objectives have not been achieved 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, therefore short-term results may not be rellable 

for a number of reasons. The argument is that land reform In Iraq, for example, led to a 

break-through In the structure of the peasants' social life and suddenly freed fanners 

from the strict control exercised by their feudal superiors, but the farmers' experiences 

was Inadequate since they had preViously relled on their landlords. Thus, more t1me is 

needed before a judgement can be made concern1ng whether or not a particular reform 

has been successful since a new system requires time to achieve Its objectives. The 

Land Reform Act is now thirty 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 In Iraq continued even after the establishment of the 

COOperatives. 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 fallure of such reform In Iraq is clear eVidence of the danger associated with 

delaying reform and Implementing it without effective planning. However, while 

recognising the serious decline in productiVity. the attempts at reform should not be the 

subject only of CritiCism. It should be remembered that the reforms introduced did 

Succeed in bringing to an end one of the world's worst feudal olJgarchles. 

Iraqi LR was based on the pattern introduced in Egypt. but proved to be more 

dJ!flcult to implement. Egypt is a fairly advanced agricultural country, which for a 

conSiderable period before LR had a system of 1rr1gatIon controlled by the government. 

an established framework of agricultural credit. some experience of cooperative 

(arming. and an ample supply of officials with an agricultural b~ckground. Iraq had 

none of these advantages. nor 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 ltegrated policy would prove to be not purely 
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political, but would have their roots in the general backwardness of the Iraqi 

agricultural sector. 

SucceSSive regimes since 1963 have continued to pursue the general LR programmes 

of the QaSim regime With vaned degrees ofvtgour. 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 

excess holdings, at least in part. because the Ministry responsible, namely the 

"M1n1stry of Agrarian Reform" was under the control of the Communist members of 

Qastm's coalition.7 

Although the reasons for the 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,S other 

reasns have also been mentioned such as the lack of technical knowledge by oITicials 

and inadequate irrigation facilities. But the most crucial 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 affected every govenunent 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 without any attention being paid to Iraq's basic requirements. The 

government was also influenced to a great e.'C1:ent by CommuniSt ideology. By and large, 

reform in Iraq was Egyptian-inspired and Communist-controlled. Eventually this 

contributed to the failure of LR after 1958. Wamner,9 in his comment on the LR 

experiment in Iraq. stated that ''The reasons for the economic failure of the reform 

should not be over-Simplified. The trouble lay much deeper, in conflicting pollt1cal 

alms, technICal obstacles and the sheer magnitude of the administrative tasks beyond 
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the power of an ulexperlenced 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 plenty 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 Us execution from Moscow". 

This view was supported by other writers who discussed the Iraqi economy. It 

appears to be generally agreed that the cause of failure was the government's ideology. 

The Iraqi 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. 

10 ' 
Raup 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 farms of this type were developed. After 1961. new landowners received the land 

free. Given occasional free use of machinery from hastily created machine-tractor 

stations, and disbursements of non repayable 'loans', the new farmers understandably 

developed a "welfare attitude" and neglected the business side of their enterprises". 

In general, the decline in th~ level of agricultural production Is increasing, so that 

radical steps to improve the situatlon must be taken. This decline now constitutes a 

problem that must not be underestimated. If Iraq continues to be a poor country, the 

quality of life will be seriously undermined and living conditions will be miserable. 

Statistics reveal that the rate of decline has Increased by about two-thirds since 1950. 

The problem is axacerbated by the fact that the population is still increasing. To meet 

the Shortages caused by this decline in production. the authorities began importing. 

214 



Details 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 

mustrate the above situation. After the introduction of LR. the decline in production is 

bOVious. In fact. the decline in yield per donum eventually contrubuted to the decline in 

overall production. The decline started in 1961. that is. after the LRL was enacted. 

whereas there was a 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. 

rs .2.1 

Land Reform Implementation 

Agrarian Reform Law No. 69 

Instead. In 1961. issued Law No. 69. which called for the classification of land in ten 

d11I'erent ways. depending on the degree of fertility. the type of 1rr1gatIon. and to some 

extent. the type of produce being cultivated. This aimed only at a~certaining the 

apprOXimate value of these lands. whilst the previous principle of sequestration and 

dlstrublton remained unaltered. Moreover. this law gave to the landowner whose 

property e.'Cceeded the maxImum. the right to choose which land he would keep. This. of 
, 

Course. meant that the law gave him the right to keep the land with the highest yield. 

abundant supplies of water. ~rOX1m1ty to communication networks. ciUes. and so on. 

leavIng the land which lacked even the most basic services such as roads and water. to 

others. Again. certain aspects of the law were rendered ineffective by the bureauicraUc 

machine:ry. which allowed priority to be given to the interests of the landlords. 
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Table 4 

Comparative Yield of Some Major Crops. 1930-1985 

Crop 

Wheat 
Rice 
Barley 
Chick Peas 
Lentils 
Seasams 
Cotton 
Tobacco 

Source: 1. 
2 

Crop 

Wheat 

Rice 

Maize 

Barley 

Percentage 
of Cultivated 
Area in Crop. 

1971 

46.4 
2.0 
17.8 
0.3 
0.1 
0.3 
1.6 
0.4 

1950 

480 
1110 
910 
600 
587 
360 
140 
720 

Yield (Kg./ Hectare) 

1960 1971 

513 761 
1373 2742 
777 1082 
537 647 
617 484 
553 721 
233 248 
900 716 

FAO. United Nations. FAO Production Book. 1973. 
Ministry oj Planning. Annual Report. 1985. 

Table 5 

Annual Production and Net Production Surplus 
Of Selected Major Crops (in 000 Tons) 

Slzeoj 
Production 

Production 
Surplus 

Production 
Surplus 

Production 
Surplus 

Production 
Surplus 

Year 
1950 

545 
+ 10.7 

242 
+2.6 

21 
+8.1 

851 
+54.3 

1960 

657 
- 31.4 

92 
- 57.7 

2 
o 
733 
-0.3 

1985 

224.3 
607.0 
229.8 
191.0 
176.0 
118.0 
167.0 
257.0 

1971 

822 
- 116.2 

307 
- 31.5 

16 
- 12.5 

432 
- 57.4 

Source: Askart. H. and John. T.e .. "Middle East Economies in the 1970's", Iraq .. 
Praeger Publisher. U.S.A.. 1976. p. 96. 
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5.2.2 Land Reform Law No. 117 

The Agrarian Refonn Law. No. 117, was issued In the first quarter of 1970. It dealt With 

the basic issues. the weaknesses of which had been overlooked by previous laws and 

detennJned 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 ceiling which had bee~ established earlier. It also gave due 

recognition to the rainfall-line which allows a distinction 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. investors. land agents and 

other influential persons should be transferred from the countryside to areas where 

they used to hold title deeds. proVided that holdings subject to agency titles were located 

in the same area. The purpose of this ruUng was to reduce the poSSibility of such people 

Impeding the Implementation of agrarian refonn in their locality. 

The new law stressed cooperation between fanners, taking into conSideration 

existing conditions in the area. It constituted an important step forward in tenns 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 and semi-feudal ownership in the Iraqi rural areas. Thereafter, the 

general feature of land ownership In Iraq became that of small and medium-sized 

holdings. I I putting an end once "and for all to the control of landlords. 

Table 6 shows the amount ofland requisitioning and red15tribution up to 1985. The 

total area of lands red15trlbuted from the beginning of the Agrarian Refonn system In 

1958. untU 198515 about 9 million donums. These figures reflect the extent to which the 

LRL has been implemented, and provide the opportunity to evaluate its main 

achievements and its shortCOmings. By 1969. eleven years after the law was Introduced 

OVer 7 million donums had been expropriated. of which 42°1& 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 Beneficiaries 
until 1985 

Number of Average Area for Total of 
Beneficiaries Beneficiary Distributed 

Area Covernorate (00) (000 Donum) 
Nineveh 418 7.7 3223 Salah Aldeen 66 4.6 308 Taameem 83 1.7 142 Dlala 70 4.6 323 Baghdad 99 2.8 280 Anbar 36 2.3 81 Babylon 165 3.1 517 Kerbala 

11 1.1 21 Najar 39 0.5 20 Qadlsla 90 3.3 299 Muthana 29 3.7 106 Thlqar 365 2.3 838 Waslt 87 4.7 406 Maysan 263 1.8 474 Basrah 17 . 1.4 23 Dohok 196 2.4 469 Arb 11 
213 3.3 700 Sulaymanla 372 2.3 855 

Total: 
2619 3.5 9085 

Source: The Ministry of Planning. Annual Report. 1985. 
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according to the official figures. is over 11 millIon donums. Including the State 

Domain. the total amount available for distribution to farmers Is over 17 mUllon 

donums. These figures show that In practlce. 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 ofthe reform polley. and over 

36% dUring the first year alone. 12 However. by the end of the first year. although 

2590.365 donums were requisitioned. only 38.402 were distributed. The absence of 

qualJ.fied 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 

saUsfy their needs for the customary services whIch are required to maintain 

prodUction. Because of failure by the authOrities to satisfy tenants' needs and the basic 

reqUirements previously provided for them by landlords, fanners 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 soU salInity and 

1n1gation. 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 Interfered 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 

~~ t . 
:Jec to exproPriation had still not been requisitioned, and over 80% of the total area 

stu} aWaited redIstribution among Impatient farmers. The number of beneficiaries 

rose from 60,802 fanners 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 ~hereas formerly the 

landlord was able to diSmiSS a farmer at any time without previous notice, with no 

respect of SOCial 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 financial 

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 

motivation for making changes. In addition, the farmer must be conVInced that he 

himself Will share In the net iricrease In wealth that accompanies his acceptance of new 

methods so that he will thereby be better off. 

The idea behind 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 agricultural management. for example. through the cooperative movement. 

Flex1bUlty Would be allowed with regard to the planting of arable areas, accord1ng 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 InabUIty of the government to provide adequate 

substitutes. shattered the socIal structure of the fanners in the rural areas. But It Is 

important to note that the Iraqi economy experienced rapId growth in the 1970's. after 

the natlonal1satlon of oU and the rise in Its price. Growth brought With It socIal and 

econOmic transformatlon. 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 hypothesIs that It may have weakened them. 

Up to the present time. the programme of agrarian reform Is still being 

lmplemented as land expropriation and redIstribution is stU} 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 st111 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 mUllon 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 st111 do not know what land would be 

allocated to them. (2) It reduced production In the irrIgated zone through the fanure to 

replace the landowners' function with regard to pump maIntenance. Apart from the 

1n1gauon pump. so little capital was used In agriculture that production could not have 

been mUch affected by Its Withdrawal. In the North. where tractors were generally used. 

the shortage of machInery 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 emphasises 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 provtdes accurate explanation 

of the decline in the agricultural production. Therefore our hypothesis concerning the 

decline in agricultural production after the LRL enactment is vaUd. 

The aim of this discussion was to show how, through the cooperatives, govenunent 

Intervention mIght lead to increased agricultural productivity. Law number 117 was 

quickly implemented, Without considering means by whIch productivity could be 

Increased or the SOCial 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 

economic and political terms and to arrange for their full integration into society by 

fOrming a new relationship With the govenunent.13 

Across the Middle East. land distribution has historically displayed both 

Similarities and dUTerences. Many of the former are rooted in the common heritage of 

Islam, which has spawned a number of institutions common to all its major pol1t1cal 

subdlvisions. The differences are frequently rooted in the diversity of agricultural 

condltlons found in fertile river falleys, sparse deserts or terraced mountain sides. 
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SECTION TWO 

5.3. Cooperative Movement ' 

Because of failure on the part of the authorities, such cooperatives as has been 

established have not. through adverse condition, been able to fulfil fanners aspirations 

and to prOVide ~or such needs as credit, agricultural seIVices 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 justified 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 is not the ultimate criterion by which cooperatives can be judged. but it Is 

an increasingly important one. JOint activities in respect of such functions as buying. 

production. machinery utilisation and marketing. can contribute to improved 

prodUCtiVity. and in some cases they may be the only available 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 

ensuring a better return on capital and a greater spread of risk. In this conte."<:t, grant 

223 



aid and loan guarantees which are available for producers help to reduce the Initial 

outlay. 

Marketing is the most important area in the cooperative scene. The whole process 

of marketing farm produce can be improved if it is 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 

the Indlv1dual farmer. Yet the farmer still retains a share in the overall control of 

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 "Us" situation not an "I" situation. One of the big social advantages brought 

about by COoperatives is 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 the problem of distribution. They provide access to people to whom one 

can tum in Umes of difficulty. Thus one of the real joys of being members of a 

successful group is that they can now work 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 is because the most baste requIrements for a group 

member is to feel committed to the group's improved methods of communication, 

Which are essential to good group development. This applies whether the group is large 

or small. The members w1l1 also plan more effectively together once they see and 

understand the common aims of the group and start to work together to achieve them. 
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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 involvement 

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 llfellne In times of real stress. 

Rapid and marked increases In efficiency 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 

whe.n a wide range of activities Is Involved. 14 This is not to deny the lmportant 

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 traln1ng 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 sIgnlficant savings to the small 

(anner. Such practices can also be used to maintaIn a flexible approach to formulating 

(ann polley and may help to spread the risk inherent in many farmIng enterprises. It is 

increasingly difficult for small farms to make economIc use of expensive and high 

capaCity machinery, unless thIs is done through some form of cooperation or by uSing 

contractors. Furthermore. the supply of smaller types of machInery has been 

decreaSing in recent years. possIbly because of rationalisation in the machinery 

Industry and international trade speCIalisation. l5 
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5.4. Historical Background 

The LRL as we stated earUer, provides for the establishment of land beneficiaries to JOin 

such SOCieties. These societies are fntended to be multi-purpose. proViding a varlety of 

agricultural and social seIVices. Their duties Include the proVision of agricultural 

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 mafntafnfng 

existing canals. and drainage channels. as well as providing help and guidance to 

members as a means of improving land cultivation and utillsation. ' 

The success and fallure 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 agricultural output. speeding up the settlement of farmers. and Increasing 

their income follOWIng the Introduction of the land reform policy. The cooperative 

movement has been supported by the IraqI govenunent as a part of its Ideology and as a 

means of ensurlng economic gains for the farmers and improVing overall agricultural 

performance. IS These 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 receive include exemptions from levies on profits or 

income or the imPOSition of p~operty taxes. 

As in Egypt and Syria this aspect of reform has been viewed as essential if the 

overall econoIl11C programme Is 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 

number 30 which was enacted In 1958. 18 The establishment by the government of the 
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"Higher Agricultural Committee" In 1960 stimulated general Interest In agricultural 

cooperation throughout the country. Cooperation In those years was largely concerned 

With the supply of basic necesessities. Durtng the last twenty-six years, however, there 

has been a conSiderable Increase In the amount of on-farm cooperation. During that 

time, although progress has been spasmodic, the number of cooperaUves 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 growers throughout Iraq to cut costs, increase profits and create market 

opportUnities through working more closely together In one or more areas of their 

farming bUSiness. This was backed by a supportive loans scheme which has had a 

major impact on Cooperative development. 

This COunc1 is the central organisation In Iraq for the promotion and organisation 

of Cooperation in agriculture, horticulture, and rural Industries. It gives advice on the 

constitution, fonnation and organisation of cooperative assocIations, and encourages 

and helps fanners and growers to use cooperation In all aspects of their work. 

Particular regard Is 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 weIiare standards In the country by reducing the dIJTerences 

between rural and urban areas. We shall not examine this function further at this 

pOint, but, because it is important, we shall return to it later. The council does not trade 

on Us own account. but Is supported by indiVidual members, a1Tlllated societies, and 

corporate members. It also receives financial aid from the MInistry of AgrIculture and 

Agrarian Refonn. 
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There are Just under two thousand cooperative societies 1n Iraq. With a total 

membership of around 500.000. There are a few cooperative mach1nery 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 the country. Table 7 provides some 

Table 7 

Membership of Cooperatives by Type (1983) 

Average 

DetaUs Numberoj' Numberoj' 
Members Cooperatives Members 

Local Cooperatives 377868 786 481 Collective Fanns 288 7 41 
Specialised Cooperatives: 
Poultry 1341 3 477 Bee Breeding 220 1 220 FishIng 2883 4 721 Livestock Husbandry 7734 25 309 
Birds and Tropical FIsh NurserIes 61 1 61 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 in 1985. the number of cooperatives has 

steadily Increased from 473 in 1968 to 786 in 1985. 

MembershIp has grown fro~ 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 (l.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 1n 1971 

with the collaboration of foreIgn experts. mentioned that the number of farmers 

registered With COoperatives represented only 30% of the expected number which itself 

represented only l00Al of the whole farming commUnity.19 
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A cooperative has been defined by the Central Councll, as 'an association of 

producers who together can achieve some commercial objectives more successfully 

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 refonn, I.e. 

the political and economic power associated With landed Interests. Galbraith explained 

the complexities and political nature of the process of land refonn: "Unfortunately. 

some of our current discussion of land refonn in the underdeveloped countries proceed 

as though this reform were some thing that a government proclaims on any fine 

mOrning in the same way as it might gIve pensions to old soldIers. or reform the 

admlntstratlon of justice". In fact, land reform is a revolutionary step.20 Agricultural 

loans totalled 59 mUlIon ID in 1985 although only 10 mUllon ID or about 15% was 

repaid In respect of previous loans. The success and prosperity of these units depends 

on their operational effiCiency. A cooperative socIety may be engaged in providing a 

common service for Its members but. like firms in the private sector, it must loook 

constantly to its costs in order to make the ma"Clmum contribution to the welfare of its 

members.21 It Is not uncommon for cooperative marketing aSSOCiations to fail. 

IneffiCient management. dUTerences in degree of management skill. lack of interest by 

members. and insuffiCient credit support are all causes of fallure. 

The distingUiShing feature of the cooperatives is that they are owned by those who 

use the services and they are ~ntlt1ed to share in any profits they make. Furthermore, 

cooperatives are managed democratically by the owner members. A committee elected 

on a one-member. one-vote basis directs their affairs. It can appoint a manager who Is 

responsible to the Committee. The main Issue regarding cooperaUves as a fonn of 

enterprise Is how far, and under what conditions. they merit speCial support in the 

develOPing COuntries. 

From the definition given above. the conclUSion Is that the major objective of the 
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Cooperatives Is continually to exert independent pressure on the market for the bene1lt 

or its members. By so dOing. fann cooperative marketing associations perform an 

tmportant function in the marketing of many agricultural products. through their 

methods of control and operation. and their attitude towards organisation for profit 

which distinguishes them from other organisations dealing with the marketing of 
. 

agricultural products. Cooperatives. by maintaining a market share. operate at a pro1lt 

level for their members. whIch enables them to provlde their members with a source of 

strength and independence. 

Official recognition of cooperative societies as a means of achieving social and 

economic 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 socio-economic 

factors. This explains the small size of organised cooperative movements in the 1960's. 

the instability or non-vlabUity 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. during the last 

ten years. significant changes began to take place and the future of cooperatives seems 

promlSing. particularly among rural communities. 

The support for cooperatives generally stemmed from the 1l1-feeling directed 

against nuddlem~n. and the 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 operations. packaging. storage and transportation could elininate 
th ' 

ese Unsatisfactory features. and both farmers and consumers would set up an 

alternative marketing agency to replace the existing ones. 

What is known as a "f~ problem" e."dsts. the rate of return in farming being lower 
than in h ' , " 

ot er major industrles.22 Consequently. a long-term effort is being made to 

stabilize prices of agricultural products at a level which would secure a favourable farm 

InCome and a healthy agricultural industry. Through cooperative effort. it may be 
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possible to overcome most of the problems caused by marketing inefficiency. 

The cooperaUves were encouraged by the government as a means of achieving 

market reform so their numbers increased sharply between 1971 and 1979 (see Table 8). 

Agr1culturalloans increased from ID3 millIon to 14 millIon ID during the same period. 

The cooperatives were regarded by many Iraqi people as vehicles for transfonnlng 

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 initiative has to be taken by the government. The latter's prestige Is high despite the 

Table 8 

Growth of Agricultural Cooperative Movement. 1971-1979 

~:! No. oj No. oJ No. oJ Speclallsed No. oJ 
Members Collective Members CooperatiJJe Members 

Cooperative Farms 

1971 831 125610 - - 31 221 .1972 986 160288 - - 71 389 1973 1271 201490 48 7286 132 818 1974 1373 212361 62 10369 148 996 1975 1651 239644 74 10381 173 1218 1976 1810 288165 77 9372 206 1554 1917 1891 322905 78 8981 220 1600 1978 1935 331973 79 7719 245 1721 1979 1923 345029 77 7326 262 1795 

Sourc~: ACB Annual Report, 1979. 

fact that the benefits derived from those units wIth regard to the economy on the whole 

were InSignifIcant. 

Th . 
e government suport for cooperatives based on the fact that certain economIc 

actiVIties can be performed more effectively by these organIsations than by the private 

sector. One of the main agricultural act1vities undertaken by cooperatives is to increase 

Sales and expand the market for agricultural products, and this government's belIef in 

the abllity of COoperatives to carry out this function was confirmed by both Varney and 

Bauer. Th 
ey stated that cooporatives were socIally and politically desIrable as they 

encourage producers to be self-reliant, thrifty and prepared to put the greater good of a 
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community of producers before individual interests. Participation in cooperation 

activities is particularly useful since producers thereby become acquainted with 

markets and business organisation problems.23 

The conclusion is that when cooperatives operate more effiCiently than agencies 

already in the market place, they intervene in the market as a sfgn1ficant alternative to 

the private trader In the marketing of agricultural produce. 

5.4.1 Reasons for Promoting Cooperatives 

In most developing Countries the purpose of the cooperative movement is two-fold, 

being either economi~ or political. In Iraq, political purposes rather than economic 

have been responsible for promoting the development of cooperative societies. On the 

economic Side, the cooperative SOCieties were unable to increase the prices charged for 

their members' products In keeping with the preva1l1ng demand Situation. Product 

Prices are fixed according to the levels set by the government through its departments 

(I.e. The Marketing Board), the cooperatives having no say irrespective of the supply 

and demand Situation. For e."{ample. if demand exceeds supply, the cooperatives are not 

allowed to Icnrease the price, they are powerless to do so. On the other hand, when 

supply exceeds demand. cooperatlves 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. It would be a mat~er of conunon sense for cooperatives to be able to 

help in the propagation of new Ideas or planning their agricultural activities for the 

future. after taking Into accou~t the demand situation and consumer needs and wants. 

Through the interaction of suggestions proposed by members. fanners could provide a 

useful pool of ideas WhIch would lead to Improvements in ut1l1slng existing resources 

and in methods of cultivation and finally the members would be better off, for example. 

through encouraging Increased production of standardised products and Introducing 

more efficient grading of products. Such agricultural Improvements would benefit 

farmers as well as the consumers of agricultural products. Consumer satisfaction can 

be achieved by identifying the products preferred by consumers. excluding what Is not 
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wanted and thereafter maximising the potential return by concentrating on supplying 

the goods for which a preference has been expressed in tenns of both quantity and 

quality. So grading is particularly important if the produce of a number of fanns is 

pooled and marketed collectively by cooperative societies, as this will provide a basis 

for improved marketing intelligence. 

The point which the researcher wishes to emphasise IS that cooperatives lack the 

power to achieve these interchangeable benefits (i.e. between fanners and consumers). 

Cooperatives in Iraq have to cany out the tenns 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 financial pool, thereby raising the overall level of capital, helping them to 

utilise their labour force more effectively and to improve marketing infrastructure in 

their fanns. But in the researcher's experience, nothing like this has happened. Their 

marketing tools and infrastructure are stU! primitive and no important advances have 

occurred in relation to their members' finanCial situation. CooperatIves sUll have to 

rely on government aSSistance and without such assistance the cooperative movement 

Would 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 SOCieties by 

the Agricultural Cooperative Bank. 

At natlonallevel, 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 farnuiar with the marketing concept. Consequently they engage in production 

Without devoting attention to the need for consumer satisfaction, or even uU1lsing their 
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Table 9 

Amounts of Loans Paid By The Agricultural Cooperatlve Bank To The 
Agricultural Cooperatives by Type. 1973·1975 (ID Mllllon) 

Agricultural Machines Agricultural Animal Ceneral 
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 2.514 8.797 

Source: ACB Annual Report, 1975. 

available resources effectively. Accordingly, in the area of international trade there is 

no POSSlbUity of such societies competing abroad. by marketing produce overseas, or 

pursuing a monopolistic approach for the benefit of both their members and the 

country, With the help of government departments and organisations famil1ar with 

foreign trade (I.e. in conjunction With MarketJng Boards). 

Consideration of other factors will support our hypothesis that cooperatives in Iraq 

are regarded as political instruments rather than economic one;;. The government has 

attempted to assume the control over farme~s previously exercised by landlords, and 

also to replace middlemen or any private agencies which had a poor reputation and 

performed UnsatisfactOrily in the traditional marketing system. Producers may regard 

the COOperatives as offerJng the best opportunity for them collectively to increasing 

their bargaining power in relation to their produce. As changes occurred in the 

particular structure of the country. the government looked upon the cooperative 

movement as a 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 reqUire a direct government involvement in· marketing 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 commercial cooperative structure was such that marketing could be practised 

With either a capitalist or socialist 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 alternative markets and service 

opportUnities as well as 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 in practice because the selling patterns pursued by the farmers' 

COOperatives 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 

SOCieties 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 c~operatives 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 and distributing the products already produced by them. These answers show 

that most of the executives dId not possess a proper understanding of the full meaning 
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of the term. and cUd not reaUse what modem 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 business actiVity is still far from being recognised by them. Marketing is 

more than selltng. It involves IdentJfying a market in the first place. and when this has 

been done. it requires that this market be suppUed with a product of the right quaUty. 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 quaUty standards, to guarantee continuity of 

supply and to prOVide high quality salesmanship. 

Cooperative prodUction is aimed 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 tum to a 

misallocation of existing resources and· failure to mobUize additional means of 

prodUCtion. Arbitrary bureaucratic decisions bore little relationship to economiC 

efl'lciency.24 

Covemment 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 

rerorm. thus preventing the public sector from providIng suffiCient primary resources 
t . 
o ensure prosperity. For example. the elected manager was one of the farming 

community with little or no knowledge about the cooperation movement and 

PrinCiples. 
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· In the marketing of produce. the aim must be to create the maximum possible 

negoUaUon strength by removing as many weaknesses as possible. Respondents were 

asked to list in order, the weaknesses from which they suffered. Table 10 shows the 

results. 

Table 10: 

Executive Respondents Perceptions of Main Cooperative Weakness. 

The Weakness Noqf Percentage 
Executives 96 

1 Inadequate Infrastracture 10 40.0 
2 Cash flow 8 32.0 

3 Lack of control over deliveries 5 20.0 

4 Lack of knowledge concerning 1 4.0 quality. 
5 Poor knowledge of outlet 1 4.0 

6 Consumer satisfacUon 0 0 
7 Managerial skills 0 0 
8 TraIning Programme 0 0 
9 Lack of sPirit 0 0 
Total 

25 100 

The first impreSSIon derived from the Table is that cooperatives are not aware of the 

need to practise the marketing concept In terms of consumer satisfaction. managerial 

skUls, the education of farmers and the provision of training programmes. Most of the 

answers concentrate on the need for agricultural facilIties. financIal problems and the 

lack oC control over deliveries. 72% of respondents referred particularly to inadequate 

facUities and finanCial problems. Finance was conSidered the princIpal cause oC most 

oC their problems. The majOrity of cooperatives Wished to expand but they were 
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severely constrained from dOing so by lack of finance. A consequence of this problem is 

the fallure of these cooperatives to pay their members for their produce on delivery. 

This is not convenient for farmers, the majority of whom are poor. They are unable to 

Walt and are impatient to receive payment for their produce. This may create disloyalty 

towards cooperatives, produce being sold to those who can pay in advance, especially in 

remote areas outside the main cash crop regions. Such practices seriously impede 

cooperative development. 

The problem of control over delivery is widespread in the agricultural industry, and 

is characteristic of both developed and developing countries. but its impact in the 

developing countries is greater partly because the environment in the developed nation 

is more systematic and better organised. 

IrOnically, only one executive, a person who had experienced higher education, 

stated that inadequate knowledge and information (a topic we discussed in detail in 

Chapter One), Isa problem for cooperatives. This, together with the pOints mentioned 

above supports Our hyp~thesls that the cooperative movement in Iraq Is not marketing

oriented. This conclusion is also supported by our finding In the previous section where 

we concluded that In developing countries,· cooperatives are political rather than 

economic instruments. Thus, It is not surprising to see that executives did not mention 

the lack of consumer orientation as an obstacle: the marketing concept is simply not 

practised. In addition, no ·reference was made to the effect of management, education, 

and training programmes. 

The researcher believes that e.xecutives did not mention management, because they 

are not directly conscious of the fact that they represent a particular political 

ViewpOint. The researcher's opinion is based on two basic facts. The first Is that those 

executives over estimated their own importance, and regarded themselves at the most 

apprOPriate persons for the posts they held. The second Is that they are appOinted by 
th . 

e relevant government department and are therefore unable to criticise themselves. 
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The major problem in Iraq is the lack of skllled managment. and It Is a problem we 

shall concentrate in testing our hypothesis concerning cooperative managemer.t. Iraq 

has a poor record in the management field and can benefit greatly from the experience 

of other countries. The efficiency of the cooperat1~e 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 

dUTlcult. But its principle function is to increase productivity In order to meet 

increaSing demand. resulting from population growth and to reduce concern about the 

future. A study for the FAO in 1966 predicted that a doubling of the population in 

several Middle Ease Countries between 1962 and 1975 would double the amount of grain 

consumed.25 Iraq was one of the countries included inthat study. 

The fundamental difference between cooperatives and private business is that the 

farmer is Operated in the interests of its patrons. as an agency for marketing their 

products. whUe the latter is operated in the interest of the stock holders or the owners. 

as a means of making profits on their capItal investment. The cooperatives are run by 

and for those who use it rather than by those who own it.26 The promotion of 

Cooperatives is looked upon as a means by which farmers 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 

government 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 implementing offiCial economic plans. As stated earlier. the problem in . 
Iraq seems to be the fallure to attract suffiCient numbers of competent people to the 

government services deaUng with cooperatives. In spite of the high managerial salaries 

paid by the government and high wages paid for operating these units. both 

management and labour do not dfemonstrate the necessary motivation for developing 
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work inside the flrms on a collective basis. The inadequate organisation of such units 

and excessive centralization are partly a result of a lack of planning. This in tum 

results from the fact that government officials are not educated or accustomed to 

thinking in tenns of the future. Its members should be elected from those who 

understnad the many ways in which greater efficiency can be achieved. The influence 

of planntng on production is often insuffiCiently 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 modem methods. in order to increase the number of well

qualUled personnel familiar with management techniques. These obstacles can only 

be overcome by greater coordination between M1n1stries and other related government 

departments on the one hand and the officials and members of cooperatives on the 

other. The relationship between the Iraqi government and the cooperative movement 

Is quite clearly one of support. as is indicated by the financial assistance it gives 

through. for example. exemption of taxes on profit. So the lack of success by the 

cooperatives is due to incompetent management rather than to a government polley of 

bureaucratic obstruction which is regarded as being the case in most developing 

countries. 

The researcher's opinion is that management problems have been a major cause of 

the high rate" of failure. whIch is underestimated. especially by those handling 

perishable products. Bad ma~agement has had an adverse effect on the morale and the 

loyalty of members. Lack of experienced cooperative managers and agriculturalists 
, 

invariably means that most of the newly created cooperatives are too poorly staffed to 

be effective in implementing the many and varfious duties assigned to them. Attempts 

must be made therefore towards greater participation by members In the process of 

decIsion making within 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 is aggravated by the high level of illiteracy among the 

fanning commUnity in general. so that it is duTicult to find a manager whose level of 

education distinguishes him from others or one with a book-keeping qualification. 

Cenerally. there is a lack of ability to think in business or commercial tenns which 

might have compensated for this deficiency. 

Lack of spirit among farmers is another crucial problem which must be considered. 

This problem is usually related to the extent to which they can actively participate and 

their 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 

effiCIent 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 fanners 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 and have been unable to enter into and fulfil contracts with food 

processors and retailers. 

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, in the quantities they choose and at prices achieved through the bargaining 

process. It is 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 

organIsation. 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 is a crucial problem. The researcher 

believes that among other cooperatives, problems concerning basic strategy are 

common, particularly for those engaged in manufacturing food processing. This 

conclUSion is reinforced by responses referring to lack of knowledge about the market 

and to inadequate market research. If these are both given suffic1ent attention, then 

cooperative~ 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 

resources and inadequate advert1Sing. 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 scientifiC methods 1n agriculture such as the 

application of fertilisers, and consequently it can be sa1d 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 

encouraging growers to use these methods. It wUl usually be conSidered more useful to 

direct the energy and time of staff and farmers towards functions which are related to 

what are thought to be the more important aspects of their member's business. There is 

a need to consider the extent of each fanner's knowledge and stage of farm development, 

before introdUCing even the best of aids to farmers. 

The potential value of such fanners should not be ignored. There is a need for the 

govemment to embark on a systematic programme of training for supervisors who wUl 

be needed to educate the 1lliterate fanners and teach them how to use fertillsers and 
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explain their value. A publiCity campaign is needed to convey the Importance of the 

modem approach to the fanners Without causing them unnecessary embarrassment. 

The inadequacy of farmers' education creates a lack of understanding of corporate 

obJ ectives 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 Importance of and the need for appropriate food and nutrition policies. including 

training. education, expanded servIces and approprIate research in the context of 

rapidly changing Social condItions and economIc levels. has been recognised in the 

developing Countries. The improved living standards in these countries. and 

specUlcally. 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 is subject to the above trends. there is a great scarcity of personnel 

with appropriate 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 a~d food economies usIng various sources. especially 

those whIch prOVide appropriate programmes and curricula within the framework of 

SpeCialized agricultural development. In order to solve such problems. training. 

education and relevant programmes should be given their rightful place in appropriate 

Institutions and receive adequate attention. Qualified personnel are needed to evaluate 

~m . 
o er 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 Ind1v1dualincomes 

to stabUise markets, to maintain regular supplies and to ensure that supplies to 

ocnsumers are made avaUable 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 failure in Iraq is related to the high level of illiteracy In the rural 

Community and also to the fact that offiCials 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, 1nexperl~nced management are asked to undertake tasks that are 

intrinSically dUTicult. 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 wUl provide solutions to problems that arise; a better 

understanding of the principles of cooperatives will be achieved in the course of time. 

With approPrlate education. and the continued support provided by government 

services. the potential benefit will then be reaUsed more fully. Finally. staff problems 
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arise in aU types of enterprises that extend beyond the immediate fam1ly and thus 

merit attention. 

The researcher attempted to ascertain whether executives are in fact aware of their 

method of doing bUSiness and whether they evaluate their own performance. But since 

cooperatives do not apply the marketing concept. the result was only to be expected (i.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 

Criteria 

1 Profit 

2 Loans Pay back 

3 Se1'V1ces PrOvided 

4 Performance 

5 Conduct 

Total 

Priorities. 

Nooi 
Executives 

14 

7 

2 

2 

0 

25 

Percentage 
% 

56 

28 

8 

8 

100 

Making profit and repaying loans is their first priOrity. these constituting 84% of 

the responses - 56% for making prOf1~ and 28% for repaying loans. Both answers 
de. . . 

espite the variation in percentage. reflect the same aim. namely prefemng to secure 

their member's advantage without conside~g consumer satisfaction. As far as the 

producer is concerned. it is true that the prevaUing prices should reflect a profit margin 

which is SuffiCient to reward investment at the gI'O~g rate of interest, 'to compensate 

for risk-bearing. to provide an in~enuve for introducing new ideas. to save costs or 

Improve 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 apply 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 researcher's interviews. it was realised that 

these aspects are far removed from the thinking of respondents for some of whom it is 

difficult 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 aims are accomplished. Is produce assembled and delivered on 

time and without wastage?' Is it well packed and displayed in attractive assortments? 

Is 1ts quality reliabl~ and are contracts with wholesaler, for example, honoured? There 

are many such practlcalindicators of how well a particular marketing system is being 

operated by the cooperatives. Not surprisingly. implementation and performance was 

placed third criteria as'was specified by only 8% or two respondents. The respondents' 

answers are In keeping with the research finding that only five respondents. 20%. 

expressed the View that lack of control or unsatisfactory delivery are problems for 

COOperatives (see Table 10). 

The researcher asked the executives to state the most important element for the 

success of COoperatives. Table 12' presents the executive's answers. The researcher 

arranged the answers as they appear in the Table. without introducing any bias o~ 
manipulating the respondent's answer. 
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Table 12: 

Executives· Perceptions of main cooperative success. 

Factor NooI Percentage 
Executives % 

I Number of Partners 15 60 

2 Structure of Organisation 8 32 

3 Clear Objectives 2 8 

Total 25 100 

Fifteen of the respondents. 60%. mentioned that size of membershIp Is the most 

Important criteria for success. The researcher consIders. however. that although 

membershIp may be an important Indicator. members' Inner convIction Is the true 

criterion. The baSis for the researcher'S opinIon Is that sInce membership is made 

compulsory for farmers by the government. their number is less important than their 

attitudes. An assessment of ~ompatabillty between members should take into account 

not only the number of members. but also their distribution. the size of their farms. and 

the types of farmtng systems. 

A sound organ1sational structure was given second priority by eight respondents. or 
~ . . 

%. The researcher concluded from the answers regarding this element that this 
so d . 

un ness of structure is possibly achieved by devising a well though out membership 

247 



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 

cooperative movement w1ll ultimately succeed In Iraq. 

5.S. 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 economic development and for prOViding other basic needs of the people. In 

additlon. 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 

SCientific 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 trained 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. 

wUl 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 is of equal importance that such steps should increase government 

awareness of the task faCing it and lead to recognition of the great efforts that wlll be 

reqUired to yield the prOjected results of its long tenn agricultural programmes. 

The purpose of the govermnent in launching the Natlonal Farming Crusade was to 

increase 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 future. when It had been demonstrated that such experiments were 

successful. This is an important aspect of government policy in relation to the 

encouragement oflocal actMties. Table 13 shows the 1985 per donum production yield 

for grains using traditional methods compared with the yield achieved using Crusade 

programme methods. The statistics show that productivity increased considerably for 

wheat. barley and rice. from 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. 

Wheat 

RJce 

Barley 

Total 
Area 

Cultivated 
(IOODonum) 

52034 

35736 

1081 

Regular Methods 
Production Auerage 
(lOO Tons) yield 

8098 

6491 

612 

(Kg/DmJ 

178 

206 

614 

Improved Method 
Total Production 
Area (l00 Ton) 

CultllJated 
(IOODonum) 

4515 

852 

1313 

1658 

333 

1057 

AlJerage 
yield 
Kg/Dm. 

381 

406 

865 

Source: Ministry oj Agriculture And Agartan Rejorm. 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 fertUizers, 

emplOying competent management and making other facUitIes more readUy available 

to farmers, as Opposed to fanners 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 1s to promote the welfare of 

the rural population and provide economic benefits through Its agricultural policy both 

of which are dependent on an adequate food supply. 

In these new experiments which were introduced first in selected governorates with 

reference to specific crops. the government provide support by preparing the area under 

cultivation. supplying Irrigation facilities. high yield seeds, chemical fertilisers. and 

above all. arranging for trained officials to undertake supervision. 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 ideas 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 social and cultural factors must not be underestimated. 

Uncertainty and risks 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 involved in promoting improvements. 

Remarkable progress has been made in the above areas. Tables 14 and 15 show the 

return from and the cost of fertiliser used per donum in rice and cotton respectively in 

selected prOVinces where this experiment was introduced. Although dllTerent 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 ID 16,575. For cotton crops. a high return was also 

achieved there. In Diyala· province. the return from cotton increased from ID6,950 to 

1032.288. Cenerally. the smaller return was one and a half times the previOUS figure. 

the return increasing in this case to ID 13.059. 
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Table 14: 

Return Before And After' Using Fertlllzers Per Donum of Rice 
In Selected Province According To Field of Experements. 

Province 

Emara 

Kerb ala 

Dlwanla 

Return BeJore Using 
FertiliZers 
Per Donum aD) 

4600 

4380 

4500 

Return After Using 
FertiliZers 
Per Donum aD) 

13650 

16575 

10858 

Source: AbdulNabl. A.M; Ministry oj Agriculture. Unpublished paper (in Arabic). 
1978. 

Table 15 

Return Before And After Using Fertlllzers Per Donum of Cotton In 
Selected Province According To Field of Experiments. 

Province 

Mosul 

Klrkuk 

Dalla 

Baghdad 

LatU'la 

H1l1a 

Musalb Organisation 

Return Before Using Return After Using 
FertiliZers FertiliZers 
Per Donum aD) Per Donum ( ID) 

6950 19475 

6950 15435 

6950 32288 

6950 13059 

6950 15418 

6950 16275 

6950 18274 

Source: AbdulNabl. A.M. opcit p4. 

251 



It appears from the results achieved that managers 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 lmowledge 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 

d1tferences 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 is far below that of other Middle East countries. 

Table 16 

Fertlllzer consumption (p2 04) In Selected countries for the years 1976 • 
1981 • Consumption In ( Thousand I Tons) 

The Country 1976 1977 1978 1979 1980 1981 
Iraq 7 8 8.3 13 25.8 23.3 
Iran 142.5 161.5 163.1 119.4 197.8 297.2 
Turkey 388.6 521.9 613.5 654.1 671.4 492.2 
Syria 15.6 20.5 29.9 33 43.3 44.1 
Algeria 64 85 68.7 86.7 8.2 115.9 
Egypt 83 66.4 80.8 86.9 97.5 102 
Morocco 67.3 72.4 70.4 72.3 77.9 95.5 
TunISia 25.7 26.9 23.3 27.7 29 33.S 

Source. AbdulNabt: A.M. opcit. p4. 
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Steps should be taken to encourage farmers to make greater use of fertilisers in their 

culUvaUon. Investment in such experiments for the purpose of agricultural 

development is still a fairly new concept to some governments. and few are properly 

equipped to identify the need for such projects 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 inputs of all kinds. Table 4 gives some idea of the scope for increasing the use 

of such inputs. Although fertiliser consumption 1n developing countries is very low in 

comparison With developed. countries. it is expected to incr'ease considerably in the near 

future. But even With such an increase. the application of fertiliser per unit of 

cultivated area wUl remain relatively low. The actual availability of modern inputs 

such as pestiCides and fert1lisers can. of course. be an Important determinant of 

increased productivity. On the internaUonallevel. witho~t fertilisers. the present level 

of food production throughout the world could not be maintained. In many parts of the 

world where there is insuffiCient food. fertilisers f~r crops are either unaVailable or 

their supply ls very limited. 

The fastest way to expand the cdunt!"ts food supply is by treating land and crops 

wlth sUltable chemicals. The application 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 deSired level of success if 

such a policy Is to be promoted throughout the country .. In the first place. as well as 

fertUlsers. pestiCides should be used agatnst pests thatr ruin crops. as well as polson. to 

control vermin which consume stored grain. Plant diseases and voracious Insects take 
trem d . . 

en ous toll everywhere. Even in the developed countries. chemical sprays are In 

common 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 treatment could give 

the enUre world an extra 200 million tons of grain a year Without requiring one extra 

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 in Iraq is . 

the success In planting rice in the South of Iraq by the Japanese, where eqUipment 

espeCially adapted for use In small fields was Introduced. Farming methods were 

Improved and agriculture modernised, and the application 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 Asia to 

other Middle East Countries. The transformation of farming operations from their 

traditional state to a 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 fanners in time for planting should also be 

consIdered. In the early stages the distribution of such material to potential purchasers 

may Involve 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 ideas, 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 time. With regard to 

the use of fertilizers, the main tasks involved are concerned wIth forecasting the 

seaSOnal demand for various types of fertiliser and arranging transport, storage 

facilities add' 
n istrlbution, and ensuring finanCing of supplies, encouraging use on a 

"'ide scale ' 
, prOVIding demonstrations and offering advice at farm level. As we know 

(rorn previ d 
ous Iscussion, small-scale fanning presents a number of problems in the 
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agrtculturalindustry. Distribution presents difilcult1es 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 

bUSinesses. 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 poUey requires the government to 

take the initial step by distributing through its speCialised departments. establishing 

speCial fertilizer organisations as demand increases. arranging for products to be 

bought by the Marketing Boards. and supporting integrated development in the form of 

cooperative structures. 

WUlingness to accept modem techniques may require Interest. and awareness on 

the part of the fanners who will require proof of the satisfaction to be gained through 

their use. PersuaSion will therefore be necessary before farmers wUl make a positive 

deCiSion for themselves. More fertilizer would be used if the farmers could be convinced 

that the addittonal cost would be justified by Increased yields. 

With reference to cooperatives. there is a need to consider the extent of each farmer's 

knowledge and the stage of his farm development before deciding the form of aid which 

should be provided. Moreover, the farmer's own qualities and management ability 

should not be overlooked. 

The researcher believes that an important principle of the National Crusade 
Pr . 

ogramme is that such a programme should be carried out throughout the country 

wherever POSSible, by local research and SCientific teams to achieve both short and long 

tenn Objectives. A short term objective would be to provide the food required to sustain 

the rapid growth of the population. and long term obJecttves would Include: 

(1) Taking steps (a) to reduce the present shortage of food caused by the 

unsettled conditions which affect agricultural production and leave the 
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, communJty in a state of uncertainty. and (b) to provide raw material for 

. the food Industry. j 

(2) Reducing the heavy dependence on imports by increasing the volume of 

internal as well as external trade. Concentration on scientlftc methods 

of planting and effeCtive supervision would demonstrate that 

Cooperatives could prove profitable in farming as in other types of 

bUSiness. 

(3) PrOviding the traditional provision of incentives and stimulating the 

production of agricultural produce generally. which would encourage 

fanners to produce more and persuade others to partiCipate pOSitively 

which would have the effect of reducing the unemployment level. By and 

large. this would improve the balance of payments position by reducing 

imports or even exporting such surpluses as might become available. 

(4) EnSUring that support was available from the Ministry of Agricultural 

and Agrarian Reform, not simply from Universities or other research 

institUtions. 

It Is dlfficult to assess the lmpact of government' intervention on agricultural 

marketing in Iraq Since it is not POSSible to judge accurately how far the increasing 011 

revenues and the government's emphasis on the petroleum industry reduced the amount 

or attention paid by the government to other sectors of the economy. including 

agriculture. In fact. the figures prOvided in Chapter One emphasised the government's 

attention to other sectors while the development of the agricultural sector was slower 

than for oth .., 
er sectors of the economy. However. National Crusade projects were 

launched by the government at dUTerent times. the amount of lending through offiCial 

channels in . . 
creased, and the government's participation in agricultural marketing are 

al1lndicatlons of ghe fact that the government recognised the importance of agriculture 

to the nation d 
an 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 

ignored 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-hypothesis. 

5.6. Possible Solutions of the Problems facing Cooperatives 

Covernment poliCies for cooperative development must be pragmatic and realistic. To 

some extent, government suport for cooperation is a recognition of the fact that many 

(arms are too small to market efficiently as individual units. Organisation and 

discipline in the distribution of seed and fertiliser, the prOvision of credit, ensuring the 

reUabUlty of services, even specIalisation in production _ all these offer additional 

scope for increasing bargaining power, and cooperative transport and selling can lead 

to the achievement of long term objectives. A number of steps must be taken at the same 

time and a number of services must work together elTiciently if the expected benefits of 

change are to be realised. Such steps include the establishment of marketing 

organisations that use methods a1me.d at protecting the interests of buyers and sellers. 

The recent success of marketing cooperation among f~rmers has stemmed from the 

introdUction of what are known as producer groups. These groups share with the 

COoperative movement, the baSIC principle of strength through unity. However they 

differ in haVing restricted membership, so that fanners who deliberately fall to fulfil 

contracts may be excluded. Because of this, they are not tied to the standards an'd 

performance of the least elTicient.. The objectives of each group nonnally include some 

or aU of the follOWing: to obtain higher. or more realistic. stable prices: to maintain or 
inc . . 

rease their share of the market and relieve fanners of their indivIdual marketing 
re . 

SponsibUIUes: to reduce the cost of providing some marketing services. and to ensure 

that marketing elTiciency 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 possibUity. 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 perfonned. 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 experience of the cooperative movement Indicates that Iraqi farmers are very 

responsIve towards it when functions. purpose and methods are properly explained to 

them. The role of training centres In thIs context is vital. In the capital. Baghdad. only 

two agricultural training centres are In operation with the collaboration of the FAO. 

Many aspects of agricultural development depend on the development of a broad range 

of educationalinstttuUons. The critical problem concerns the need to staff trainIng 

centres With a small nucleus of trained personnel. and to convince as many people as 

POSSible that it is 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 inabUity to Increase production so much as on motivating his deSire to do 

so he must be given adequate Incentives. The researcher'S experience enables him to 
nmk . 

e an assessment of the role of the government department responsible for training 

farmers and improving their knowledge (namely, ''The General Establishment For 

Training And AdViSing Farmers"). That assessment is not an encouraging one. and in 

evaluating the work of that department. the researcher has found much to Criticise. For 

example. he found that the Improved agricultural samples are distributed by offiCials 

to only a few farmers. instead of distributing them to a large number to achieve 

maximum benefit. due to the carele'ss attitude of these offiCials. Above all. the 

researcher believes that a successful prog~me of training should be accompanied by 
farmer's Settl . 

ement 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 decUned to 36% in 1983. 

Thls decline represents a high incidence of migration from the rural areas. Between 

1956 and 1976. only 6% ofthe 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 Programme proposed by the 

-Agricultural Cooperative CouncU". Thus the councU did not seIVe 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 

as a whole. A most important requirement Is wUl1ngness on the part of farmers to 

build up their organisations and increase their profits thereby affording them access to 

technical input. The problem of raising agricultural production to match the 

requirements 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 EffiCient management is the key to success. The advantages to 

be gained from large scale production depend upon a high level of managerial skill. 35 

In Iraq, the COoperative movement was introduced by the government in an attempt 

to improve the standard of 11v1ng of the community but unfortunately. most managers 

of these COoperatives have not achIeved a degree of progress worth mentioning. Land 

refonn replaced the feudal owner with an adminIstration lacking loyalty to the village 

community. The result has been failure In many cases. rather than increased effiCiency 

and product1v1ty. but its progress has nevertheless been even slower than that of land 

redistribu tion. 

One of the initial requirem~nts for agricultural development Is the creation of new 

institutions with a new way of thInking. capable of providIng new inputs which are 

more effective. Government initiative is again crucial in this context. As a matter of 
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urgency, the government having access to tax revenues. should speed up managerial 

tra1nJng 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 fac1l1t1es very close to the wholesale markets to help members to store 

their agrtculturalinput such as seeds and to store 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 lev~l to achieve the aim of moving products 

easUy from prodUction to consumption areas. OffiCial figures shows that 35% of the 

main 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 modem 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 

o( how to implement improved farming methods. and who also have the knack of 

getting Such knowledge accepted. It is essential that they should have good 

adm1n1stratlve abUity because the real challenge comes when Integrated production 

and marketing are conSidered. 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 

effiCiency increased through the judicious use of cooperation. This Is not to say, 

however. that the ind1vtdual farmer should lose his individuality. On the contrary. by 

the use of appropriate skilled management. which is a major factor in the struggle for 

Irnproved profitability, farmers can maintain even more positively their strong 

indiVidualistic position.38 Adequate and appropriate management is very important. 



Lack of it can be considered 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 officIals should understand the 

Psychology of the v1llage people if they are to gain their confidence. 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 agncultural progress. 

Covernment management 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 

agncultural development. However the IraqI 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 

agricultural graduates has enabled each vUlage cooperative to engage one or more 

managers.40 To 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.41 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 their hours of work are likely to be extremely 

Inconvenient and disruptive of a normal home life. This should be recognised by the 

grant of travelllng allowances at the most generous rate payable for their grade in the 

country". 

Increasing productiVity in agriculture 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 

sUmulus for better methods of agriculture, which should motivate the peasants to make 

the decisions to Increase production and the government to Invest in pubUc services. 

Covernment intervention in agricultural development and marketing can assume 

many fonns. ExpansIon of the servIces proVided by the government can stimulate the 

requirements for economic growth. The proVision of such facUities 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 a different part of this thesis). 

The idea of a rural-urban integration programme should be given seriOUS 

conSideration and indeed should be implemented by the Iraqi 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 fann business, due to what they regard as the low level of 

the social enVironment in fanning areas. This can retard the progress of the rural 
com . 

mUnity in general, prevent the ful11rnplementaUon of government projects like the 

NaUonal Crusade Programme and even encourage migration. Other steps such as the 

prOVIsion of Cltnlc centres. and other social services may help to establish a more 

stable economtc balance between rural and urban areas. 

It should be pOinted out that government financing for schemes to enhance 

prodUCtion and improve the economy and government activities in relation to the 
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economy in general. fall into three main categories. First. there is the creation 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 investment particularly for purposes unlikely to be 

perfonned by the private sector. In agriculture. these public serVices and investments 

typically 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 

(allures 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 fanner 

has received SuffiCient credit he is 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 trMal compared With what he requires for living expenses or even for 

next year's input. although he wUl receive a new grant for, the following season. 

Accordingly. When a farmer is short of money. little incentive remains and he may 

have to tum to a private moneylender. Thus a fairer distribution of credit may be 

regarded as necessary to achieve a better distribution of resources. Therefore. in these 

circumstances the amount of credit available to farmers should be based on criteria 

WhIch are fair to all. 

Each COOperative has a balance of funds in the Agricultural Cooperative Bank 

whleh is deCided by the "General Council for Cooperative Fanners" to support It in Its 

agncultural actiVities within its local reg10n. Any maldlstribution of this amount by 
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management Will directly affect its members' activities. Some will benefit and others 

W1ll suffer. Those who receive a large proportion of the available money will be better 

orr and thos who receive less will be correspondingly worse off. The researcher beUeves 

that improvements in the method of allocating credIt among members wU1Increase 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. Fanners 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 cooperatives 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 responsib1l1ty 

for these activities must be undertaken by the cooperatives or by the central authority. 

Thus an Obvious breakdown in the cycle of agricultural activities has taken place. The 

implementation of these functions at the present time is Inadequate, but the aim Is to 

create a new agricultural system, the establishment of which implies the provision of 

modem inputs and an adequate infrastructure. For example, as we mentioned earUer, 

farmers themselves 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 

reqUired by the Iraqi 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 is that technologIcal improvements of thIs kind were adapted by some 
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private fanners 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 illiteracy prevailing among 

fanners. 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 modem 

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 is to improve the after sale services to maintain such equipment, as 

reports 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 

"Ceneral Council for Cooperative Farmers" (GCCF). detailing the quantities and types of 

agricultural produce that cooperatives should be responsIble for in each eara. Thus, 

Cooperative managements cannot make decisIons based solely on their members' 

capabilities. These plans, whIch are produced at minIsterial level •. are based on those 

required in the prevIous year, with the addition of an estimate which may depend on 

the new acreage which is expected to be planted in the comIng year. The researcher 

believes that Such plans Will not be accurate and wUl not represent the Interest of most 

oC the farmers. OfTlcials may ·overestimate the available resourcer and use inaccurate 

figures to impress the authOrities. When such plans end In failure and targets are not 

achIeved, they blame natural causes. The researcher believes that farmers should 

PartiCIpate in draWing up plans and the responsIble government departments should 

prOVide the Coordination required to implement the plans. Decentralisation Is cruCial 

for succes~ful plannIng. becuase it would gIve cooperatives the opportunity to explain 

their difIlculties, and give them the necessary motivation to achieve their objectives. If 
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they feel that they have parUcpated in making the decisions, their morale Will be 

strengthened. The researcher believes that these advantages are gained through greater 

flexibility 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 their 

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 their produce and they Will be inspired to work 

harder to overcome any obstacles they encounter. Decentralisation measures are 

therefore necessary to make coop~ratives more effective by tackling the confusIon 

caused 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 in 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 

international markets. It is 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 
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because they are satisfied With their current performance. Their dependence on the 

AGricultural Cooperative Credit Is less than that of fanners 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 details of loans granted in the Northern regIon 

of Iraq in 1983. Total loans to these cooperatives in that regIon amounted to ID703.707 

or O.090A, of the bank loans borrowed by all cooperatives. whereas the private sector's 

share of loans in the same region was'ID1.913.575 or 13% of all bank loans to private 

farmers. These figures show that private fanners 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 Independence. 

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 important as theIr 

actiVities are restricted by the amount of credit ~llocated. Therefore cooperatives in 

each region Will have to carry on theIr activities irrespective of their number or size. In 

each governorate, Cooperatives are informed by the appropriate department about the 

details of the annual plan relating to their own regIon. Each cooperative has to achieve 

Its target USing the resources that are available. As far as marketing information is 

concerned. they are told only about the quantltite they have to produce. but they receive 

no information about market demand. estimated prices or imports or exports. and 

therefore they have no idea concerning what their return will be. Again. in the case of 

Private farmers. the majority of whom are in debt to moneylenders. their decisIon 

concerntng whIch crop to cultivate wUl be based on the previous year's crop prices and 

in most cases. in the process of decision-making. they w1ll ignore what they are 

sUPPosed 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 in the previous year. For example. a fanner may produce large beans 
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Table 17: 

Distribution of Agricultural Loans In the Northern Region in 1985. (ID) 

Branch CooperutWes Loans PrIvate Loans InstUutfon Loans Total No oJ Amount No oJ Amount No oJ Amount No oJ Amount '1h:Insc.z Loans 'fran. Loans "fran. Loans "fran. Loans 

Duhook 11 358465 104 367749 115 726214 
Zakho 6 78155 51 163144 57 241299 
Sersank 1 3180 5 22700 6 25880 
Arbn 2 4250 144 615878 146 620128 
Shaqlawa - - 29 116184 29 116184 
Makhmoor - - 67 123190 67 123190 
Sulymanla 10 37673 120 302530 130 340203 
JamJamal 2 3570 26 80100 28 83670 
HalabJa 7 218414 41 122100 48 340514 
Sub Total 39 703707 587 1913575 - - 626 2617282 
Total 450 7914682 4147 1521799 5 7 220500 4604 23353177 
% oCTotal 0.09 13 

. 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 anxious 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 

fanners know about is the quantity required of specific produce, nothing about 

intennediartes' profits prices, consumer wants and consumer behaviour. As mentioned 

in Chapter 3, the inadequacies of the communication network helps to prevent the 

fanner 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 ilnfonnation. Buyers are concerned about the quaUty and prices of products 

whereas the sellers need inforamtlon about POSsible purchases and whether products 

Will be avaJlable 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 

activities. All these factors have an adverse effect on the domestic market, and prevent 

farmers from making deCisions which w1l1 enable them to improve their level of 

prodUction. Farmers' knowledge of pricing is restricted to omcial announcements, but 

they know nothing about price variations. for which as we know, there are many 

reasons such as certain factors affecting the domestic price, e.g. product quality or the 

long distances between produ~tion 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 

wUl be-Of aSSistance not only to farmers but also to the authorities as well, by helping 

offiCials to make deciSions in draWing up the plans concerning imports of agricultural 

produce. Further, inaccurate information adversely affects the people's interests. For 

example. in 1980 when available information indicated that Iraq would be self-
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SufIlcient 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 FIsheries, and various food publications, and information 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 

example, only know the sellJng 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 w1ll go through the officIal channel and not elsewhere. 

Information is available from the officIal sources such as the press, radiO 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 is done to inform consumers of the different products available 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 11st as satisfactory, he must 

either incur extra costs In taking his produce to another market or selllt 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 dUTerent way. 
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What is needed concerning prices Is to take steps to ensure that the agricultural 

sector prodces what is needed, so that prices will be known 10 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 

sttuation.45 When the level of illIteracy among fanners is as high as 700A>, newspapers 

would not prOVide an effective method of communication, although one might argue 

that the rema1nf.ng 30% could inform the others. In addition, the 10effectiveness of thiS 

section of the media may not be very important, s10ce radio broadcasts reach most 

people nowadays. and this medIum IS more informative than the newspaper. In any 

case, fanners should be able to benefit from the provisIon of the type of information 

which can help them to make decisions about their future bus10ess activities. 

It Is reasonable to assume that prices for fanners, producers and consumers are fair 

when they are at a le~el which enables an appropriate quality of produce to be available 

In the market for a 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 

consumer's POint of view there are conSiderable differences between market places, 

because of the cost involved In the storage and transport of produce by farmers. As a 

flnal consumer, the researcher does not wish to pay low prices for a particular product -

espeCially if it is part of his deily diet _ during a short period of time, and then be 

reqUired 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 

harvesting. Fairer prices could be achieved through a good market10g 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 need 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, is that altruism should replace self interest. Altruism Is the sacrifice by members 

of their own interests in the short tenn in order to achieve greatest benefit for a11in 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 ind1v1dual and collective benefits at the same time. Since this aim wUl 

probably be me~sured in tenns of profit or cash in the long run. it is therefore necessary 

to adopt a cOmmercial approach. Thus logically 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 

govennent in an attemptt to improve the standard of liVing of the community. but 

unfortunately most managers of these units have not achieved any progress worth 

mentioning. The result has been failure in many cases rather than increased efficIency 

and prodUCtivIty. 

In fact. Ullteracy and the farmers' lack of busIness experIence were other deterrents 

agruns 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 and stated that "The fact that relatively few farmers are literate in the 

generally aCcepted sense and stUl 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 inab1l1ty to 

understand the benefits of joining a cooperative. give fanners a narrow-minded 

approach and lead them to regard the repayment of government loans as being of little 

Importance. This pOint is underlined by the fact that only a small percentage of loan 
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repayments are honoured, and action must be taken by the 'ACB' aga1nst the farmers 

concerned. Thus fanners are 1ll~1nformed so that many of them regard cooperatives as 

being run by government officials whose function 15 to exploIt them. Hough,47 stressed 

this pOint when he stated that franlmess 1n propoganda Is crucIal for achIeving sucdess 

by Cooperatives. HIs comment on thIs was, "Franlmess in propoganda is absolutely 

necessary. To encourage ignorant villagers. for example. to accept unlimited Uabillty 

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. Credlt Introduction 

Credit Is generally regarded as the most crucial factor affecting agricultural activities 

In both developed and developing countries. Despite the fact that land is freely 

aVailable for production purposes, the agricultural 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 

crop in advance is pursued in most developing countries, though the method of doing so 

may durer from Country to country. The crop may 'be sold to a moneylender before or 

after the harvest. In either case, the result Is the same for the fanner in tenns of 

finance. But methods are practised in Iraq. the latter being more common, and the 

disPosal of the produce becomes the responsibility of the moneylender. Some 

economists believe that the practice of selling the produce to the lender in advance 
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arises from the Indebtedness of fanners to the moneylenders which create a fonn 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 moneylenders.49 

Despite these oPposing Views concerning the effect of credit on the farmes' activities. 

the main objective should be to el1m1nate 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 is appropriate to explain why farmers mIght accept poor 

terms from one moneylender when another lender operatlng in the same regIon may 

offer better terms. BaSIcally. farmers who are able to re~ay 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 against this collateral, interest rates have generally ranged from 25% to 

45% per annum, 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 maintaining the condition of the crops ... Farmers who have 

nothIng to offer as 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 because they find it difficult to balance their expenses against their income. 
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The fleXibUity of the moneylender and his willingness to take risks encourages 

fanners 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 

Canner's need for credit to support himself and his family. and when he has nothing to 

sen. he finds that he is unable to borrow from sources other than that lender to whom 

he Is already in debt. New lenders need 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. If 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 

wUl 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 

Crom 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 Is crucial for poor farmers either as a source of income or as a means of 

increaSing prod~ctiV1ty, but access to credit does not by itself solve these problems. To 
bn . . 

ng about effective changes in rural cndltIons. the credit programme should be closely 

related to the prOVision of farm inputs, e..xtenslon. 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 Which this is achieved is a crucial determinant of the level of credit required 

in the rural areas. When productivity is low, most farmers Will consequently Uve at or 

below subsistence level. Weber argued that with the rapid growth of population. the 

number of dependents per famUy and socio-cultural forces cause poor farmers to adopt 

consumption patterns which their level of income cannot maintain, a Situation which 

exists in most developing countries including Iraq. Accordingly, the need for relatively 

high expenditure results in spending and hence a low level of savings which leads to a 

'Vicious Circle of poverty', so that low levels of income are perpetuated. Professor 

Abbott, in line with what was mentioned earUer, stated that this situation is aggravated 

by the ChrOnic indebtedness of the farmers who are forced to sell produce at low prices 

and consequently suITer a reduction in income.51 These enforced sales are known as 
'h 

unger sales'. Thus, what Is requiredis an organisation which will provide credit to 

Cover day-to-day expenses. I~terest rates are high because of farmers' dependence on 

one Source of credit and also because of a general lack of competitiveness. As a result, 

fanners are condemned permanently to Uve in the 'vicious circle of poverty', . In Iraq In 

1985, it was found that 92% of rural income was spent on consumption each month (see 
T bl . 

a e 18). In an area where most farmers live at or below subsistence level. any idea of 

capital 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 region. 1985 
(Percentage). 

Region Food Tobaco Clothes Fum(· FUel Trans Recrea Medical Others SttUJs &. &shoes lUre &. 
~lic I10n &. Can! Alcohol Energy Educa· 

llIllan tt:n 

Northem 44.5 2.4 11.9 4.7 24.2 5.8 1.1 1.6 3.8 
MIddle 49.3 1.4 9.7 5.8 20.2 5.6 1.1 2.1 5.0 
Southern 48.1 1.6 7.5 5.2 28.2 4.1 0.8 1.2 3.4 
Baghdad 38.1 1.8 9.6 6.0 32.6 5.8 0.8 2.0 3.1 
All regIon 43.1 1.8 9.5 5.6 28.4 5.4 0.9 l.8 3.5 

Bl.tW 

Northem . 53.1 3.2 16.8 7.9 4.1 9.1 1.0 1.9 3.0 
MIddle 53.6 3.4 10.6 6.0 11.3 8.2 0.7 2.0 4.5 
Southem 50.4 2.8 11.1 6.7 10.6 15.2 0.3 1.6 1.4 
Baghdad 51.5 l.9 14.4 6.4 5.3 8.8 3.9 2.9 4.9 
All region 52.5 3.0 12.9 6.7 8.4 10.0 1.0 1.9 3.4 

Source: The Ministry oj 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 th~ may be due to the prevailing system of credit. therefore the farmer may not be 

able to escape from the circle of poverty by means of economic improvements in the 

agricultural sector. 

Some economists think that the inability of farmers to recover economically Is due 

to their own ignorance 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 rural 

credit. The researcher's comment on thIs view is that although such expendItures may 

be unaVOidable. It Is diffIcult to establish how many people borrow for such purposes. 

Moreover. since it is the custom for each farmer to repay the favours he receives on such 

social occaSions. the total social effect on his financial situation is negllgible. 

An increase in the standard of liVing of the rural community can only be achieved 

through income redistribution poliCies. regardless of any monopoly of credit which 

mayor may not eXist. Any credit policy should be accompanied by poliCies that wtll 

reduce the traditional uncertainties in farming which agriculture as a whole has to 
. , 

accept. for example. by granting production subsidies aimed at stab1l1sIng prices and 

Incomes. 

5.7.3 
Credit for Production 

CredIt for prodUCtion purposes is another feature of rural credIt needs. Credit to assist 
~ , 

e prodUction process usually covers only short-term outlays. includIng the purchase 

of ferUlizers and pestiCides and payment for labour services. The Iraqi government Is 

PartiCularly interested in expandIng thIs partIcular type of credIt. Misuse of such 

credit. however. takes the form of defaulting on repayments. thIs being a common 

practice in developIng countries. 
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The farmer generally utilises this type of credit to produce something he is fam1l1ar 

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 productMty can be increased by 

introduucmg better methods of cultivation or undertaking the risk of introducing some 

form of innovation normally ignored by fanners using a more tradtUonal approach. 

The Lending Sources: 

In general. borrowing takes place through two channels. The unofficial channel. 

I.e.private lenders. and the official channel which is operated by the appropriate 

government department. The following discussion briefly explains the important 

positive and negative aspects of both sources. 

5.8. The Private Lenders 

Farmers borrow from unofficial or unorgarused channels. including friends. relatives. 

merchnats and money lenders. these being the common sources of private funds. The 

loan terms can vary greatly. and farmers regard moneylenders as the final resort. 

Credit which is extended by family and friends has become increasingly important. It 

Is SOCially unacceptable under Quranic Law to charge interest on money borrowed. 

Such transactions 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 mariage. 1l1ness or 

bereavement. This statement is linked with our earlier reference to the connection 

between credit and social festivals. In general. private lenders play an important role 

in many developing countries. especially in the village economy. 

Obtaining 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 

a crop at a given Price which incorporates interest charges. The price olTered Is usually 

very low compared With prevaillng prices. There is 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 to a great extent upon the product's· Importance In the local market. and 

the risk of market price fluctuations. For example. as we shall see In a later chapter. the 

Iraqi government authOrised the CEMC (see Marketing of Crain) to buy fanners' 

produce at fixed prices. This measure of price control reduces risk in respect of 

agricultural products. consequently 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 fonn 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 if a particular crop 

Is inadequate. Bargaining power is certainly weakened in this situation. due to a need 

to meet production, consumption, marketing and other costs. With the circle of poverty 

contJnuously affecting fanners In recession periods, the lender becomes more powerful. 

and sometimes works against the fanners' wishes. since with high interest rates. the 

lenders' monopolistic power Increases. Accordingly. fanners 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 fanners are left with 

llttle 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 Social barriers help them to prevent outSiders from entering this sector 

of trade. The dual credit system parallels duality in the market structure. It could be 

argued that the reliance of fanners on private sources arises from the lack of an 

effective system of credit from government sources. The latter point will be referred to 

agaIn in the next subsection. 
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~.9. Official Channel of Credit In Iraq 

~.9.1 The Agricultural Cooperatlve Bank (ACB) 

A study of ACB loans in 1981 shows that there are two kinds of loans available to 

Canners. The first is for private producers or fanners. and the other is for farmers who 

are members of cooperatives. The interest rate required to be paid by cooperative 

members is half of that required of private fanners. Loans to the latter are mostly 

SUpervised by the Bank and are paid in two or three instalments during which stages the 

farmer must demonstrate to Bank offiCials that the loan has been devoted to 

8grtcultural 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 beUeves that It is 

vtta1 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 

requirements. This point will be referred to again later. 

Although a number of organisations can provide loans within the Iraqi financial 

system. only the ACB is authOrised to provide loans to fanners on condition that such 

loans are devoted to agricultural activities. 

The establishment of the ACB was a major factor influencing the level of Iraql 

agriculture. Indeed. it becomes the principal means of supporting the agricultural 

lector and must continue to play that role if agriculture in Iraq is to develop further. 

The government has attempted to provide farmers with credit on more reasonable 

tenns through this offiCial channel. It was established in 1963 to make credit avallable 

for both the Private and cooperative sectors of agriculture. At the present time. the ACB 

grants loans Without prOviding borrowers With technical and economic advice. simply 

keeping records ofloan accounts. The system is operated by 47 branches throughout the 

country. It first began operating with a capital of ID6 mill1on. this figure had·risen to 

lDl50 mnUon in 1982. Its assets and funds are guaranted by the government. and it has 

become the most important government credit institution in the rural areas. Table 19 

Shows the amount of loans since the estabUshment of this institution. 
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Table 19: 

The Development of Loans (ID Milllon) 

The Pertod Total Lending 

1936 - 1967 18 

1968 - 1979 114 

1980 - 1985 448 

Source: ACB. Annual Report. 1985. 

The agricultural loans in general could be classified in three terms. according to the 

length of the loand. The long tenn loans last for more than ten years. and are given to 

the cooperatives for Infrastructural constructions and' for wealthy private sector 

fanners. The medlum tenn loans last for between one up to five years and are made to 

both Cooperatives a~d private fanners to cover. for example. buying machinery. Short 

tenn loans. usually for one year and not two years except In special cases. and 

nonnally used to relieve cash flow problems and for produce growing on a seasonal 

basis. like vegetables and grains. Small fanners and the p~vate sector in general have 

a large prOportion of such loans. usually used for purch~ses of current inputs such as 

Improved seeds and fertilizers. Each year the bank addressed by a lending plan from the 

Ministry of Agriculture and Agrarian Reform reviews the government credit policy 

which determJnes the tenns of loan conditions. 

With reference to the purposes for which loans are granted. we find that most of 
lh . 

em have been given to provide agricultural inputs to buy machines. to assist in 

horticultural 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 responsibility for this 
funCtion TIl ' " 

. is. of course. has an impact on borrowing practices. Sincer fanners' 

SaVings are limited. they are forced to borrow at high interest rates to pay for 
dlstrlbu tlng 

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 a monopoly over the supply of credit 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 Cities. It is not to be expected that farmers 

WIll easily overcome this system or be able to repay within a short period. A successful 

economy in the long run is one which enables farmers to repay their loans and this can 

be achieved through the implementation of certain administraUve measures which 

Could solve the above mentioned problems. leaving producers with no alternative but to 

depend on unoffiCial channels to satisfy their needs Is a clear indication of the 

fundamental weakness of the credit system whIch stems from failure to recognlse and 

estimate the fanners' Various credit needs. 

DUring the researcher's interviews with offiCials in the Ministry of Agriculture and 

Agrarian Reform. an Important pOint emerged which the researcher belleves Is one 

factor Contributing to the failure of the credit system. Those o1T1clals were aware that 

farmers deliver their produce to private agents rather than too1T1clally approved 

representatives. Through their experience and their contact With these farmers. they 

realise that their indebtedness Is partly caused by the unequal dIstribution oC credit 

when COoperatives borrow from their members. This Inequality results Crom the 

concentration of political and economic power In the hands of larger farmer or 

1nfluenclal members. which enables them to have credit allocated in their Cavour. 

Those latter Canners are regarded as creditworthy. and the degree of credit worthiness, 

being related 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 Is crucial to 

their vtabllity, that is, farmers must be fully involved in providing support for soctal or 

political causes. Otherwise, such organisations will be inefficient and their progress 

inslgnUlcant. The researcher believes that such weaknesses may be due to inadequate 

official SupeIV1sion and guidance and the excesssive political1nfluence possessed by a 

small number of powerful members. Consequently, the performance of the existing 

cooperatives has been a disincentive in mobiliSing participation by the farmers or 

keeping them loyal to cooperative activities. 

With reference to cooperative success in terms of providing credit, the w1l1ingness of 

farmers to participate will Increase when 'cooperatlve management, through more 

effiCient handling of their finances. succeeds In curtailing the power of the 

moneylenders by redUCing farmers' d~pendence on them. 

SInce Iraq is not a poor country, the problem of credit Is not that there Is a shortage 

of capital but rather that access to it is diffIcult. Farmers who are unable to provide 

collateral to guarantee the repayment of their loans are unable to take advantage of 

otTers by the bank to prOvide them with commercial loans. The criterion of credit 

worthiness, produces a bIas against the poor, a group which comprises most of the 

smaIl farmers, and in favour of large farmers. So a large proportion of farmers are. in a 

weak POSItion, which forces them to borrow from private sources. Although no offiCial 

records are maintained regarding the volume of such loans from private sources, the 

writer belIeves that about 700~ of rural farmers have been obliged to tum to unoffiCial 
h . 

c CUUlels WhIch cater for abour 48% of total loan requIrements, this percentage being 
b . 

ased on the annual amount of credit made available during the last five years. That 

percentage could be reduced to a half if proper borrowing and credit facilIties were 

admInistered effiCiently. There is conSiderable need for developing flexible procedures 

for credIt distribution, if a credIt polley is to be Implemented in order to break the 

ViCIous Circle of Indebtedness. Some of the measures required were mentioned 1n 
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SeCtion One. but here it must be emphasised that there 15 not only considerable scope 

but a slgnll'lcant need for improVing income levels by extending credit. The required 

increase in cash flow can only be made available by improving the various credit. 

related agricultural policies. 55 

Most farmers are faced With the high cost of borrowing from the offiCial sources. 

along procedure being involved in each borrowing 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 

fanners are naive and illiterate. If the credlt requested is not be wholly devoted to 

agricultural 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 repay them. 56 In this context. the researcher believes that what is 

required by the Iraqi agricultural community is the provision of credit in the form of 

material inputs rather in the form of cash. This would help to ensure a careful 

exanunauon and 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 

Implementauon of which would be made more effective. 

Since the 1950's, governments have recognised the importance of credit a~d the 

need to replace informal sources with formal credit organisations. But the cooperatives 

and the ACB have had no significant effect on interest rates outside the area In which 

they operate. There is 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 credit structure more uniform. The restricted bureaucratic structure. with 
Its central1 t ' , 

sa Ion of deCiSion-making. is 111 equipped for this task. Moreover. a 
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requirement for recelv1ng credit Is a proof of ownership or of secuI1ty of land tenure. In 

most cases, this requirement works against the small fanner 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 mUllon 

In 1969 to ID98 mUl10n in 1982 whereas loans to cooperatives Increased from 

ID316,OOO to ID21.5 million during the same peI1od. The vanation In the loans shown 

In the two Tables was due to the circumstances then prevailing In Iraq. Almost one 

third oC 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. AppendL~ 2 

at the end of this thesis,' shows the value and conditions of loans to individual farmers 

Table 20: 

Amounts of loans Paid By The Agricultural Cooperative Bank To 
The Agricultural Cooperatives By Type 1981 • 19S:S (ID MUllon), 

Purpose TheYeor 
1981 1982 1983 1984 1985 

Agrtcultural 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 
Machines 74.0 32.0 4.0 2.5 11.0 

Orchards 17.5 11.0 3.0 2.0 6.0 DeVelopment 
BuUdingand 0.0 0.0 0.0 0.0 0.0 Structure 
Other Purposes 2.0 2.0 0.8 2.5 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 PaId By The Agricultural CooperaUve Bank By Type 
1968 • 1983 (m MUllon). 

Year Private Cooperative Covemment Oriented Total 
Loans Loans Institutions Loans 

1968 1.6 0.3 0.1 2.0 
1969 1.1 0.7 0.2 2.0 
1970 0.8 1.7 0.3 0.2 3.0 
1971 0.9 2.0 0.1 3.0 
1972 0.9 2.6 0.2 0.1 3.8 
1973 1.0 5.0 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 
1917 

1.1 11.0 1.0 13.1 
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 Refonn, 1983. 
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Table 22: 

Distribution of Agricultural Allocation And Amounts Withdrawn in 
1983. (ID Mlllion). 

Loan Ben.e./lclcuy Voted Amounts Percentage Amounts 
Amount Withdrawn 

iUhdrawn 
drawn 
Outsldd 
Plans 

COoperative Peasant Societies 11.5 6.0 52% 1.0 
SOCieties Spec. In Prod chIckens 6.3 - - -Feeder SOCieties 7.0 - - -
Amount Drawn By Soc On Ac.c of 1.5 0.5 46% 0.0 
Previous Plans. 
Subtotal Spent on Cooperatives 26.0 6.5 26% 1.0 

State Agricultural Enterprise- 0.6 0.1 22% - . 
Albughraib 
State Agricultural Enterprise 0.3 - · Musayab 
Agricultural Body In Babylon 0.5 · · Babylon 
Agricultural Body In 2.0 0.3 2% 
Nineveh 
AgriCultural Body In 
Mlssan 0.3 0.1 4% 

Agricultural Body In 0.0 · · Salahuddln 
Agricultural Body In 0.1 · · Thlqar . 
Agricultural Body In 0.0 - · ArbU 
Agricultural Body In 
Ouhok 2.2 · · 
Agricultural Body In 
Altaamem 1.0 · · 0.1 

Agricultural Body In Oeyala . · · 0.1 

Sub-total spent on Organisation 7.0 0.0 2% 0.1 

~ub-total Spent on Indivldual 30.0 15.0 51% . 
Total 63.0 22.0 35% 1.3 

Source. ACB. Annual Report. 1983 
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and cooperatives during 1983. The total mount of loans reached over 1023 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 dUTerent agricultural purposes in 1983. These figures are the latest statistics issued 

durtng 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 fanners recorded high percentages, namely 

46% and 51% respectively in the year under discussion. Two lmportant reasons 

acccount for tl-Js decline In the Withdrawal percentage. The researcher believes that the 

lack of Coordination between the relevant government departments in the agricultural 

sector Is the most crucial factor underlying this phenomenon. Thls means that since 

these departments make their decisions separately without reference to the others 

Involved, the implementation of certain proJects Is adverselely affected and the 

materials required for some projects have not been available. The second reason. 

which follows from the first. is the inadequate 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 between the partIes concerned which would have 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. 

each department claims that It carried out the work satisfactorily. 

The percentage which borrowers had to repay has been too low for a considerable 

period and this percentage has declined during the last five years. not because of the 

prevailing CondItions. but because of general defects In the marketing system. The 

researcher bases his opinIon concerning the latter point on available statisUcs. For 
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example. both the amount of loans and the defaulting rate between 1966 and 1970 

Jncreased. Both the number of transactions and the value of loans increased more than 

the seven-fold over that period. whlle 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 mUlion of whIch only 103.781 million. less 

than half was repaId. 59 Legal sanctions had to be taken against those who falled to 

repay their loans. It took consIderable time to get an order from the Court against 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 

stUI exists at the present time. 

Table 23 shows the proportion of repayments made in relation to the amount of 

cred1t loaned by the ACB In 1983. thIs being the information available to the researcher 

durlng his vls1t to Iraq. The total amount due over the year was 1056.3 mill1on. of 

Tab!e 23: 

ComplIed Agricultural Cooperative Bank Balance In 1983, and Rate of 
repayment. (ID M1l11on). 

Source 

Cooperatives 

Private sector 

~ovemment Organisations 

Total 

Comp£led loans Total 
Balance til 1983 Repayment 

12.5 6.1 

41.4 ll.4 

2.4 1.2 

56.3 18.7 

Source. ACB. Annual Report 1983. 
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which only ID1S.7 mUllon, or 33% was repaid. From this Table we see that 61% of the 

total due to be paid was owed by private fanners. Without entering Into detaUed 

fInancIal discussion. the researcher believes that private fanners are more innovative 

than their colleagues In cooperatives. It Is reasonable to assume that those fanners 

made even greater use of technological Inputs that the publ1c sector Itself. However this 

came about, the researcher belIeves that certain steps should be taken by the 

government to Increase the level of the loan repayments. The researcher has found that 

other banks In the financial system pay loans to fanners. the latter's product 

constituting the required collateral, i.e. the bank later receives the revenue from such 

Produce. This usually happens In the case of prtvate sector fanners who produce dates. 

The Rafidatn Bank' gives fanners an amount which represents all or part of the value of 

the produce and that amount is later repaid from the sale of the produce. This 

experiment may be applied to other agricultural products to ensure loan repayments. 

Further. the level of repayments by fanners in Zambia and Tanzania may be attributed 

to the compulsory del1very of farm products to the Marketing Board.60 As we shall see . 
in a later chapter, farmers deliver their produce to private agencies rather than to 

Omclal representatives for the marketing of their produce. since the farmer is free to 

deUver his produce for marketing to whoever he chooses. 

The above discussion reveals that a coordinated financial system can operate in 

Such a way as to benefit fanners. In a country lIke Iraq. where private trading and 

prOCeSSing systems are well developed and reasonably effiCient. it may be highly 

deSirable to coordinate the traditional marketing system activities by channeling 

credit and inputs into the agricultural sector. Other commercial banks might also play 

a slgnUlcant role In charmelIng credit to small farmers as well as to large farmers. 61 

These steps Would not only rel1eve the excessive administration burden placed on the 
Ie ' 

arce COOperative and government resources. but wlll 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 or the Land Reform Law, despite the efforts exerted. it Is dlfficult to 

achIeve the hoped for benefits because of the current state of agricultural marketing. It 

Is surprising to note that the reform law neglected to deel adequately with the state of 

agricultural marketing, and it failed to pay suffiCient attention to this function, as an 

essential Part of the agricultural development programme. It seems that reform dealing 

with agricultural marketing is restricted to a l1mited a!ea and takes account of only one 

activity, namely, selling. The Land Reform Law, when referring to the marketing 

actiVity practised by cooperatives is speciflcally concerned with cooperatives selling 

their produce on behalf or their members. However, marketing is a complex process 

including all those actiVities relating to the tnflow of goods and services from the 

producer to the consumer. Marketing is a set of actiVities that leads to or helps to 

facllItate an exchange. These actiVities are performed by indiViduals, businesses, or 
. 

even non-profit organisations that help to bring about exchange and thus satisfy the 

needs of the parties 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, san~uoned by governmental authOrity to perform spectflc 

marketing operations In the interests of the producers of the commodity concerned", 64 

A drastic change in pubUc agricultural poUey, so far as it affected marketing. came as a 

result of the great economlc depression which started in 1958. From this point began 

the modem period of State intervention. assistance, and control, although the 

objectives and the methods were quite different in the early days from those which 

(ollowed. From that time. the fL'dng of farm prices for the whole country became the 

respOnsibllIty o( one central government body. 

292 



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 

W1ll 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 Ill1ddlemen 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 monopolistlC authority. The Board has 

come to be regarded as a safe option by both farmers and the government, bringing a 

measure of stabUlty to markets which had previously been prone to instabUIty. The 

Board's constltution 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 quaUty of produce and It can also detennine the price of the 

commodIty, and control the channels of distribution. Only those powers can be used in 

the Board's operations. If the Board Wishes to extend or change Us powers, then a 

lengthy procedure has to be followed until recognitlon by the Ministry of Trade Is 

obtained. 

The major objective of the Marketing Board can be deSCribed as attempUng 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 pr1nCI~al methods. The first of these Is to reduce on-farm 

prodUction costs. This can be achieved in two ways: either by encouraging greater 

Internal technical effiCiency, or by hard bargalning with suppliers of necessary lnputs. 

The second method Is 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 taek 
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Without available 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 responsib1l1ty. and 

innovation. 66 

Characteristic of agricultural products are their variation and the fact that 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 

vanations in yields which are affected by external factors. Agncultural production 

Varies greatly from one year to another. although some crops may be stored for a given 

penod if special treatment can be applied to storage facUities. but crop infestation is 

Widespread. due to lack of pest controls. 

5.10.1 Some Crl tlcisms 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 is exercised and it is also linked with the responsibility assigned to it in 

these environments (1.e. as a representative of producers. or as a governmental 

instrument). In both cases the weaknesses which lead to critiCism of the Marketing 

Board are SimUar. 

Price instabUity and its effect on the marketing organisation result from the 

Operations of the Marketing Board in both cases. whereas bureaucracy and nepoUsim 

prevaU When the Marketing Board functions as a government instrument. as in Iraq. 

for example. 

The application of different prices and price stab1llsation may both have an adverse 

effect on the distribution of income between regions and groups of farmers. and may 

result in misallocation of resources. Such adverse effects come about through delay by 

fanners 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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hand. a connnodity may be subject to veIY marked price fluctuations so that pennanent 

price increases are not avaUable to farmers. On the other hand. a downward trend 

occurs in a particular commodIty price. the amount of subsidies paid on the free 

market may delay a decision to dIvert resources to alternative produce. Moreover. most 

developing countries need skilled producers and entrepreneurs who have the abUity to 

cope With uncertainty in the market by employing the experience they have gained 

through dealing directly in the market system. whUe fanners Isolated from the world 

price fluctuation situation wUl continue to be unskllled producers. 

At the beginning of this Section. we mentioned that most of the Marketing Board's 

effort Is concentrated on price stabUity. although It is not an easy task to cafIY out 

successfully. Indeed. stablllsation of prices may create InstabUity of Incomes. Price 

changes do not follow one direction only in practice. they go up and down. But the 

crucial 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 variation is temporaIY 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 enterprise. With reference to fluctuations in 

the Price level. fanners aqjust their consumption and their saving to be in keeping with 

that level. They tend to save in the better ofT years to compensate for less profitable 

years. Thus quite apart from diversion of Incomes. price stab1l1sation may reduce the 

level of Private savings. 

Apart from the problem 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 immediate 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 e.."(Istence 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 w1l1 remove the competition situation between traders and 

growers. Thus the Marketing Board wUl b.e regarded as a government agency rather 

than as an Instrument for improving 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 over-staffed. which 

results in tedious bureaucratic proc~dures 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 cultivation programme. 

Moreover, the risks of the Board's usefulness being weakened and the Incidence of 

nepotism due to misuse of marketing board power by a political group are permanent 

features in most developing countries. 

Brief reference must agaIn be made here to the fact that poor communication with 

rural areas Is a great drawback for farmers trying to sell their products since they are 

far away from potential buyers. 

Initiatives by the Marketing Board to overcome these obstacles encountered by 

fanners are mlnlmal or non-existent. If greater efforts were made to assist farmers in 

this Situation, seasonal crops could be sold at the right time. withless of the waste 

which results from farmers attempUng to keep their produce in unhygienic barns 

pending sale. 
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Conclusion 

There Is no doubt that the land reform law which 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 perConDance. by introducing land requisitioning and redistribution. imposing 

limitation on the extent of land ownership.. improviing tenancy terms. and the 

relationship between landlords and farmers. and finally by providing more secUrity for 

tenant farmers. However. the achievement of the LRL in terms of Increasing 

product1vtty is much less certain. Unfortunatly. lack of full suport measures to prOvide 

the necessary motivation has not been forthcoming. as we found in our discussion of 

the Cooperatives. 

Cenerally speaking. during the period following the introduction of the LRL. the 

prevailing methods of production and ongoing operations continued even though they 

were not convenient for the poor farmers. as landlords still had freedom to dictate 

Whatever poliCies they chose. Accordingly. the government. motivated by its strong 

deSire to help fanners 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 ceilings of privately owned land holdings to between 

1.000 and 2.000 Donums of rainfed land. and between 30 and 60 Donums of lrrtgated 

land. The atm was to reduce the inequality in land distribution by using a system 

linked with availabilIty of various methods of lrrtgation. By the end of 1985. the total 

area of dIstributed land reached 9085.000 Donums compared to 3002.082 Donums 

distributed up to the end of 1970 (see Table 2). Therefore of all land distributed since the 

enactment of the original Land Reform Law of 1958. nearly GooAl was accomplished 

dUring 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 

economic and social rather than political reasons. as a means of promoting agriculture 

rather than political programmes. Such SOCieties should operate on a commercial 

basis instead of keeping agriculture at a subststance level. and should work more 

efficiently in the market place. The alms of cooperative work in terms of economic and 

SOCial development. should include ensuring self-suffiCiency in respect of the food 

SUpply. reasonable prices for farmers and consumers. greater stabU1ty 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 

respect. the government still has a number of tasks to perform by taking pOSitive steps 

to improve marketing infrastructures such as feeder roads. arranging easy terms of 

credit. prOViding good communication with remote areas. and linking the production 

areas With urban areas. Such steps would have positive effects by reducing the level of 

migration. 

AgriCultural development is 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 modem agricultural methods. and understand 

the finanCial 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. it will 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 icnreaslng income. people could ofTer to purchase more 

manufactured products which in tum would encourage local Industry. The economy 

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 

wlll 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 MinJstry of 

AgricultUral and Agrarian Reform has not been staffed by competent personnel capable 

of Implementing the poliCies required ot achieve the government's objectives. PlannIng 

in the rural areas generally has a multiplier effect on growth. TechnIcal and SCientific 

change In agriculture has not matched the level achieved by Industry. yet a rapid 

acceleration of agricultural produce could playa strategiC role in expediting industrial 

expanSion. 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 Iraqi population. National unity is a basic requirement for 

raiSing the general standard of living and therefore a concerted national effort is 

eSsential for development. Iraq's economy Is fundamentally healthy. However. even 1I 

nnancial difficulties Could be overcome. failure to attract suffiCient 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 

productlvtty is below SubSistence level. there is consequently Uttle or no incentive for 

industry to establish itself. Conversely. agricultural improvements may be inhibited 

by inadequate marketing of fann products if the non-farm sector of the economy is 

backward and 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 Is particularly important to establish and organise cooperaUve 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 

efforts and contributions of those scattered fanners can be consoUdated and strength 

w1l1 be created through their unity. and finally. through their combined efforts. 

reasonable rewards and great benefits can be derived from Iraqi agriculture. There Is 

an increaSing awareness that while at national level the drive Is towards industrial 

development. Iraq cannot afford to neglect agriculture. Fanning has become a crucial 

bUSiness for both farmers and the government. Raw materials for food processing 

industries Consist mostly of agricultural products. These raw materials are the 

cornerstone of the food industry for which the avallab1l1ty of these materials at the 

right 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 associated 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 abvlous. 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 

to attract young graduates and who will work wholeheartedly in the agricultural 

Industry. 

Unfortunately, recognlUon and understanding of the socio-economic and 

philosophical aspects of Iraqi 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 sUll not 

reached 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 

Iraqi approach may be. The level of implementation of these proJects and the degree of 

people's partICIpation are equally important. The pIcture of a handful of agricultural 

experts reaching a conclusion after exchanging files among themselves has not helped 

the Situation. 
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As stated earUer. many members of cooperatives are not completely loyal to their 

assOCiations. This situation poses a serious problem and is exacerbated by the low 

quaUty 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 goverrunent spending 

mUllons on the agricultural sector. The slight increase in some crops Is related to the 

use of technological inputs rather than to improvements In the management 

techniques. 

Without fertUisers to replace the nutrients gradualy lost. future crops will not thrive 

or mtght not even grow at all. Poor soU 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 soU more productive. Without fertilisers available. the volume 

of fOOd suppUes would soon be reduced and agrtculture would no longer prosper. Thus a 

refonn of cooperative structure is essential to attract members' interest. It is necessary 

to improve the quantity and quality of the services presently available so that farmers 

recognise the dilTerence between the old and the new system which may encourage them 

to Work actively and collectively. Such improvements would conSiderably reduce 

marketing costs and fanners would be better otT when the Incentives provided. met 

their reqUirements. These improved sexvices would indirectly improve the marketing 

system and the distribution outlets. Implemented successfully. this would increase the 

level of competition between the cooperatives and the private sector. and consequently 

promote economic growth. 

The researcher believes that there is some prospect of the cooperative movement in 

Iraq achieving some degree of success if certain measures are taken by the government. 

This View is based upon the success of implementing the experiment of the Crusader 

project In all the governorates throughout the country which has enhanced the use of 
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modem inputs in order to increase agricultural efficiency and resource utlllsaUon. 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 adabtabUity which prevents acceptance of the 

changes that could lead to increased agricultural productivity and to consequent 

improvements in the economic and social environment. 

There is no evIdence that cooperatives will be aboUshed. Their fallure in Iraq is not 

as is often stated. entirely due to the extreme indivIdualism of their members but arises 

mainly 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 stm occur in the Iraqi market and have become a 

characteristic feature of the social and political structure. Above all, IUtle can be 

accomplished without stable government. Improving various aspects of the general 

infrastructure is essential so that they can be profitably directed towards achieving the 

optimum level 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 

COuntries. 
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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 falls 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 

systems 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 Increase agricultural output wUl 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 perfonnJng 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 wUl be demonstrated later In our case studies. 

Section Two attempted to e."<plain the role of credit in the rural areas, by 

pinpOinting the problems, difficulties and 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 Institutional structure, and the stage of development reached In the 

agricultural sector. Thus our conclusIons are related to the current Situation In Iraq. 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 fanner and is therefore regarded as a key factor for improving agricultural output 

in a country like Iraq. The e.,,<istIng system is biased In favour of the large farmers and 

POor fanners cannot 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 at 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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repayments. leavIng him at or below subsistence level. Thus lmmedlate attention 

should be paid to the needs of the small fanners who represent the majority of the 

workers in the agricultural sector. Small fanners are less skilled. less well educated 

and less credit-worthy than large fanners. 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 Refonn by making credit available through 

official channels. Despite these attempts. the credit terms which are imposed must be 

met by farmers and compel them to borrow from private sources. TItus. 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 proced~res involved in obtaining public loans or in legal 

actions introduced to recover overdue payments in spite of the low level of interest rates 

required for public loans. The major characteristics of the cooperative organisations 

in Iraq 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 conSiderable help to farmers. When 

farmers have access to credit from private sources, in the rural areas they are subject to 

fewer restrictions because those moneylenders do not bother to evaluate farmers' 

finanCial POSition. Cooperatives may abuse the credit system for the benefit of some 

influential farmers. 

The Agricultural Cooperative Bank (ACB) is the otTicial source of credit supported by 

the government. This source is different from unoffiCial sources in terms of Interest 

rates. The latter are considerably 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 avoiding ever increaSing rates 

of defaulting. The researcher believes the the Bank has not taken into account of the 

SOCial structure of the peasant farmers in the rural areas. and the tedious 

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 and production. Unless this Is 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 deUberate actions of landlords but it was also the unintended result of the 

adm1nistraUve 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 fanners' 

technological progress continued to be at a low level. They were exploited by profiteers. 

and so it seems that a conSiderable period ~f time wUl be needed before the status of 

farmers improves. 

Great efforts and institUtional reforms are needed in order to determine the e.'<act 

amount of credit required by farmers. Surveys may need to be undertaken for this 

Purpose. Thus. the polley 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 15 an urgent need to develop 

new credit organisations or to make better use of the existlng institutions operating in 

the present finanCial system in order to meet the needs of the small fanner. Given the 

magnitude of the problem of debt in the agricultural sector, greater flexibility relating 

to the granting of loans should be introduced, and assessment of credit requirements 

should be carried out more rapidly to provide an effective and efficIent credit 

programme. 

Marketing Boards have always tried to impress upon their members the importance 

of fulfJl1Ing 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 rece1V1ng the produce and paying for 

deliveries to the Marketing Board may discourage fanners 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 Irrespective of Us quality to any potential buyers, since fanners 

are not marketing-oriented. 

(b) 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 dUTicult In such condItions to ensure 
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direct contact With such fanners. making large scale changes relating to 

improvement of outPt}t highly unlikely.68 Producers in such areas. are 

at the mercy of middlemen. 

(c) Farmers have not regarded the Marketing Board as an instrument for 

improving eIther their marketing techniques or their productivity. This 

feeling may reflect the nature of work assigned to the Marketing Board. 

as government departments which reduced their ability to offer 

aSSistance or to contribute towards providing the above services to 

producers. 

(d) The Board appears to have developed an excellent and effective staff 

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 Marketing Board Is. In fact. a specifIc 

instrument established to achieve political goals that in general will 

favour one SOCial economic group or set of national objectives over 

another. It also appears that even when there are statements to the 

contrary. the concealed but primary objectives of such organisations are 

political rather than socio-economic in intent. For example. we can 

return to the somewhat unctous policy statement on the future 

marketing of crops. By fL"dng a steady buying prIce in advance of the sale 

of eash season's crop. the Board wUl cut the Unk 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 wUl on such occasions show a surplus occured in years 

of high world prices. 
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Our discusSions In the next Chapter deals with the factors affecting the price 

mechanism and purchasing motivation in the domestic market. although pricing 

polley 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 

producers who proVide that industry With the raw materials it requires has an adverse 

effect on Pricing levels. 
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Introduction : 

CHAPTER SIX 

PRICING MECHANISM 

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 

Uving environment. 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 internau~nal market. As a consequence. farmers 

wer ' 
e worse off 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 Uttle success in fulf1lling market requirements. 

In the developed nations. 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 

producers. This is not the case in the developing countries. This Is a very important 

issue Since because of their standard of UvIng. poor people are interested in prtce rather 

than quality. fixed prtces are not common. and bargaining Is very common. What IS, 

relevant to Our study of agri~ultural food products. Is the fact that In Iraq little 
attention i . , 

s paid to dUTerentatIon of produce by means of advertising or packaging and 

Such products are mostly standardised. 

In a country like 'Iraq. commercial conSiderations are largely ignored In 

government d . 
evelopment strategy.' We have seen from the previous chap~er that In 

agricultural 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 
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represent the main shortcomings of the pricing policy. Moreover. most of the 

executives In the.£inns Visited twenty out of thirty. displayed little concern about their 

pricing policy and did not regard it as a major element in their marketing strategies. 

Thus • the aJm 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 exa.mining the present system governing the prices of 

agricultural food products, rather than by estimating producer'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 rather than investigating the pricing policy pursued by 

flnns ViSited. a matter which is conSidered to be outwlth the scope of our study. as It Is 

concerned With costs and pricing poliCies, which represent concepts requiring further 

investigation. In this chapter. much of our concern wUl be devoted to the effect of 

priCing on the consumer, how pricing Is decided in the absence of effective government 

intervention, 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 Is appropriate here, In dealing with the type of priCing system which the 

central planner In Iraq should conSider when fixmg market prtces. 

In the relevant chapters we argued that agrtcultural development was not given 

SuffiCient attention and this was also true of the food 'processing Industry, 

Consequently, not suffiCient attention was paid to the price mechanism in general. 

Such neglect contributed to the failure of the pricing policy, In this chapter we 
con . 

centrated on the elements affecting price levels of agrlcultural products. In other 

words, We thought It better to concentrate on the prtce mechanism rather than on 

estabUshing a 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 Unked more closely to costs. whereas the prices of 

agricultural produce are more closely related to exl.sting demand and supply. 1 

Most agricultural produce is to a great extent affected by its perlshablllty. although 

the degree of perishability varies according to the nature of the products. Product 

deterioration has consequently affected farmer's deciSions relatlng 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 choices in this conte.xt. The first option 

Is to market their produce in the consumption area immediately after harvest1~g, 

espeCially products that deteriorate quickly, such as fruti and vegetables which cannot 

be stored for any length of Ume. The same applies to products such as wheat if they are 

not consumed in a 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 f~rmers is to keep their produce for a period of time under 

certain COnditions (namely appropriate storage fac1l1ties) to achieve certain ends. The 

pertshab.llity of m~st agricultural products makes such storage or processing essential. 

Consequently, Since most farm products tend to be of a bulky nature, their storage and 

transportation costs are high in relation to their value. 

Storage facUitIes can solve the immediate problem facing agricultural producers 

when th~ ~uality and 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 Jrnprovements, crop yields 

are still affected to a great extent by weather conditions. Fluctuations in production 

may take place as a result of unforeseen circumstances. These fluctuations cause both 

Instability in supply and price variations. Marked price 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 1nfluenced 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 quality of produce complicates the 

problem of grading, and may have an indirect effect on produce prices since, for 

example. for food processing purposes. specific quality standards must be met. As a 

consequence the relationship between producers and consumers or manufacturers is 

severely restricted. and supply is not capable of meeting demand. Such factors affect 

the process of distributing agricultural produce to the market. 

Food is essential for the survival of human beings. As standards of living Increase. 

peopel have began to consume particualr products more than others to meet nutrition 

reqUirements and to enable them to do their jobs properly. Even for the poor, or where 

famine exists. baSic foods stuffs are required to maintain the necessary min1mum diet. 

As a result of differences in pe~ capita income. there are differences in the purchasing 

power of Ind1v1duals. Up to a paint the higher a person's Income. the more he will spend 

on fOOd. either ~y buying different types of food. Ie in addition to staple foods or making 

use of fOod selVices for convenience purposes. In a society where Income rises, soemof 

the additional purchaSing power will be directed towards the food Industry. and as the 

demand t ~ h h 
Or convenience foods grows. the food industry wUl account ,or a ig er 

percentage of disposable income. In this context, the avaUabUity of convenience foods 
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at the right time and in a satisfactory condition becomes vital. These factors have all 

created problems in the distribution of food stufffs 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 instabUity and variation in production levels. The 

processes involved in agricultural production are affected in ways other than those 

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 agrIcult~ral produce particularly foodstuffs. 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 

produce 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 fluctuations In 

the amoun harvested. The effect of such variations Is heIghtened by the Impact of such 

factors as inadequate storage and transport facilities. 

Agricultural production also depends basIcally upon how many hectares of land are 

available and the aggregate yIeld. Efforts have to be made to ensure that at least the 

same level of output is achieved every year from the same land. CertaIn factors dIrectly 

affect the overall structure of the agricultrual uldustry. partIcularly the fact that It Is 

very fragmented. Accordingly. to ensure that the industry operates effiCiently. 

marketing intelligence is e.~tremely important as agricultural produce Is supplied by a 

large number of scattered production units. 

The importance of market research has been Increased. especIally since the output 

of prodUction has to be directed towards mass markets and consumers are therefore 

unknown to the producers. Market research provIdes the opportunity to obtain the 
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required information concerrung the nature of the mass market. Marketing research 

In farming is as important as it is 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 

fanners 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 

thesis. 

The factors discussed above relating to agricultural production. indicate that a 

certain 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 

llving. allOWing them thereby to continue to meet such costs. and to maintain Increased 

produCltiVity. To this end. finanCial incentives are required. otherwise the agricultural 

industry wUl be faced with perSiSting problems. 

The above discussion has revealed that the main causes of instab1l1ty and varia

tions in agricultural production are related mainly to the biological 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 ne.'Ct. 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 

32'0 



biological nature of agrtcultural productlon 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 prtces at a level 

which Will be to their benefit by increasing prtces for a particular product when 

uncontrollable and external factors have caused shortages, so that low prtces 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 chOice. 

Clearly such a system affects prtce 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 prodcutlon units creates dlstrtbutlon 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 inability to regulate supply in response to price changes. 

eSpeCially when prtces 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 w1ll pay him to increase production. 

reduce It , or produce the same amount.4 This phenomenon does not generally apply in 

the Industrtal 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.S As we found in chapter 4, 

this weakness in the agricultural industry may influence the amount of money that 
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· fanners may obtain from unofficial sources as the lender is fully aware of the uncertain 

nature of the industry and is prepared to provlde 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.6 

Accordingly. purchaSing by habit appeaars to reduce risks for consumers and. fcilitates 

their decision making, so that shopping is made easier by mlnimising the need to seek 

information. 

Constraints on purchasing may take the form of consumer preferences. consumer 

mobility and most important 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.7 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. elasticities. consumer's desire to reduce risks 

stemmlng form uncertainty. and ohter long-established factors continue to have an 

effect. 

The follOWing diSCUSsion is intended to Ulustrate 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 fruit 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 reCIpe includes other dried fruit. such as ngs. sour peaches. nuts and almonds. 

Another example is when cooking a fresh meal of spinach recipes need a certain 

complementary 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 changes and react to them. Generally speaking. buying behaviour relating to 

food consumption 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 

Umit to the level of food consumption 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 the effect of this on farmer's earnings when prices 

fall. The researcher is particularly concerned because there has been a series of 

surpluses of some agricultural products in the market. and adjustment of supply to 

demand is caUSing problems. 

Consumer reaction to prices is affected largely by the level of Income earned by a 

particular group. Total family income and uncertainty about prices both influence 

purchaSing decisions and may postpone buying a particular foodstuff at any given 

time. A family or an indIvidual consumer with high income may deCide to buy certain 

fruits or vegetables as soon as they appear in the market as an indication of prestige to 

other shoppers of friends. or Simply because a higher income gives them more chOice. 

But most consumers who are only at subsistence level or are comparatively poor only 

buy Such products after a period of time where they believe prices are low enough and 

this only happens when these products are aballable In the market In a large 

quantities. The same type' of Situation occurs when produce is in short supply. 

eSpeC1ally at the end of the season for such produce. 

As agriculture is characterised by inherent instab1l1ty. prices are consequently 

unstable or uncertain. and this phenomenon contributes to general uncertainty. which 

creates diffICulties for farmers in any attempt ot predIct price changes. Although prices 

are Correlated Inversely with supply. farmers cannot be certain that prices wUl be In 

their faVour when output does not meet demand. The government w1l1 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 

institutional 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.S 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 respectively 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 stabUity is generally regarded as essential to the agriculturalindustry.9 

Such intervention has been Intenslfied to reduce dependence on Imports and improve 

the depressed state of domestic agricultural for both economic and political reasons in 

order to ensure a greater supply of agricultural produce than In the past and to enable a 

rapid 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 chapter 5). 

A number of the poliCies to achieve price stabUisaUon and control whIch have been 

adopted by the government are outwith the scope of our study. 8S 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 

polley. Accordingly, we shall concentrate on government intervention relating to price 

stabUisation, by becoming Involved in the field of distribution, which 19 the subject of 
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the case studies reported in chapter seven. Such inteIVention is also practised by the 

government of othe~ 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 

transfonned the situation from one of shortage 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 lrrigaUon 

systems, bad management. inadequate use of fertilisers, the lack of technical 

improvements, ineffiCient weed control, and in general. minimal implementaUon of 

modem 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 hectare, 

Which in tum reduced the price of these staple foods. But in the field 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 quality. 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 NationWide Projects is an indication of the trend towards 

increaSing the use of chemical fertilisers in agriculture. Whereas in developed countries 

this is nonnal practice. great efforts towards 'this end have been required in developing 

COunties. Table (1) shows. for e."Cample, the trend towards using chemical fertilisers in 

China. Two points may be made here. First the production of chemical fert1liser in 

China has steadly increased from 0.151 m1l1ion tons to 14.030 mUllan tonnes from 
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1957 to 1983. Secondly, imports of chemical fertilIsers show an increasing trend 

despite variations from year to year. Available figures show that import levels have 

increased at varying rates during the ~ame 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 ot 

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 available 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 p~rcent.ll Thus the elasticIty concept is crucial for evaluating the 

responSiveness 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 is one of the basIc agricultural marketing problems. All agricultural 

prodUction is Carried out in anticipation of demand, and in certain cases the time span 

between an inItial decIsion 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 Is relevant at mention here. that the degree of elasticity of demand is detennIned 
b . 
y many Variables such as the availability 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 
th . 

e Possible extent of the response of demand to price changes and assessment of the 

degree of elastiCIty in relation 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 words. 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 at considerable fluctuations. and since demand for basic foods is 

stable (inelastic) prices agricultural prices may be extremely unstable. 14 

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 represents positive 

elastiCIty. This behaviour is found in 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 items change. An increase in the price of one item may adversely arrect 

the demand for complementary items. To use the example mentioned previously. if 

there is an increase in the price of dried apricots this may lead to a decrease in the 

demand of other items such as dried nuts. Slm11arly. a decrease in the price of one of 

these items may Increase the demand for other complementary items. Generally 

speaking. With regard to agricultural food products. zero substitutlon In the case of both 

fruIt and vegetables is rare. Zero effect or zero substitution Is unlIkely in the case of 

fruit and vegetables as people may shift to other produe or refrain from buying a 

partIcular product until the supply Increases. Independent products In relation to 

Which there is zero substitution are very rare. In general. elasticity of demand 1n 
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relation to the price of particular food depends on the ease of substItutlon~ and for a 

particular product. elasticity will be low if there is no acceptable substitute. 

The level of income may' have a greater effect th~n other factors such as 

substitution in that price changes may result in reduced demand. for a particular 

product. In most developed countries income elasticity in genrealis decreasing wheras 

It Is 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). In 

contrast. income elastiCity in developed countries in relation to non-food and luxury 

commodities is well known. The demand for food contrasts sharply with the increased 

demand for manufactured goods. Consumption of the latter is not affected by C~tIC 

conditions. as food is. Indeed. the desire of consumers for non-food goods appears to be 

insatiable. IS 

As was stated above •. in develo~~g countries including Iraq. the trend I,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 and semi-luxury goods are more likely to have to elastic demand. Thus 
1 . t 

t as icity of demand for a particular food depends on how much income is spent on It. 

and the degree of luxury asSOCiated with It • 17 

In develoPing countries most consumers are relatively poor. their dIet consIst~ 

mainly of the cheapest pOSSible starchy foods _ grains or tubers. The price elasticity of 

demand for these foods is typically very low. and if their price rises the quality 

demanded is 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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substantlalloss or real income for large numbers of non-food produCing consumers. It 

Is relevant to mention here. that as industrialisation and urbanisation take place in 

the developing countries. there will be an increase in ofT-farm demand for food in 

general at a rate exceeding the rate of growth in industrial employment due to the fact 

that total eamtngs 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 relatlvely 

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 

{allure 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 

untll the government intervenes. 18 

Although a study of the phenomenon of elasticity Is requried In In{q, the 

researcher, as a final consumer, believes that in Iraq the demand for vegetables is 

inelasUc, Whereas the demand for fruit Is to a certain extent elasUc. The researcher 

bases his oplnion on the theoretical definition of elasticity and the changing demand 

for fruit and vegetables which will discussed in the case studies reported in chapter 

seven, although confirmation of this oplnlon requires further study. The POint made 

here is 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. 

6.4 Price Differentiation: 

Traditionally Wholesale prices in Iraq. are arranged by sellers consulting each other, or 

are based on inf~rmation derived from other markets. Price changes also d1fTer in 

aCcordance with variations in 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 Items 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 

Items such as dried figs and nuts are relatively stable because they are always avaUable 

In the market. The prices of other agricultural items which are characterised by 

seasonality of prodUction, remain constant as the demand for them coincides with the 

season itself, and the quality of such products will be poor in the off-season. The prices 

remain constant. therefore Since demand declines and consumer 1nterest 1n 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 imp~rted from Egypt. when 

Egyptian onions are plentiful in the market. local onion prices are low but they rise 

when imports are scarce. SimUarly. the prices oflocal potatoes are high when' .. these 

vegetables are not imported from neighbouring countries. In general. the prices of 

Jmported COmmodities tend to be stable. being subject ot less variation than the prices 

of local products, due to goyernment control over such imported 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 offiCial channels. and such 

Prices tend to be stable. But the same agricultural products may be sold at difi'erent 

Prices, Usually lower, when offered for sale outside the regular channels. Those sellers 

try to get rid off their produce by selling It quickly to avoid objections from other 

farmers and 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 so~e business In the 

City centre such as buying fertUlzer. undertaking some personal shopping. visiting 

frtends and so on. so they tried to get rid of their produce quickly as they have no Ume to 

Watt. and therefore ignore normal procedures. Thus their prices are not subject to 

overhead costs such a~ those incurred by transportation. processing and packaging 
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which 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 condiUon and highly 

perishable. Thus little profit Is possible and stocks will deteriorate and greater loss will 

be mcurred. if it Is not disposed of q~iCkly to ensure an acceptable return. So prices are 

usually below those offered by regular vendors. With no offical control and no 

PUnishment by government officials imposed on those "by pass" fanners. who sell 

through unofl'iCial ch~el to traders. \ 

In ~aq the market days are from 5at1~rday to Thursday inclusive for most retail 

markets and Prlc~s remain constant throuhgout any given day. Normal sellers are able 

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 foU.?w1ng 

morntng when new produce comes to the market. The fresh and high quality produce is 

sold early dUring the day. and what remains Is sold at lower prices. 

The Prices remain constant in th~- market throughout the week. but there is a 
• 

remarkable decrease of the wholesale prices at the week ends. Most the sellers try to get 

rid of their products and to have as Uttle as possible left by Friday •. the rellg~ous 

hOliday - which is the offiCial 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 fan 

due to an OVer supply of produce .. 

It is dUl'1cult ot asses retailer's profits. as profit margins vary in accordance with 

'IIholesale Prices. Retailer'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 qUalUy and so must reduce their prices to avoid further losses. As we shall see later 

in this chapter the average mark-up on fruit and vegetables Is about 20-25 percent of 

331 



the wholesale prices and this may not be enough to cover their overhead expenses. and 

thus they have to take steps to avoid changing the official prices which represents one 

of many Criticism of the present marketing system of fruit and vegetables in the local 

markets. 

! 6.5 Food Prices In Iraq : 

In ,Iraq. the "General Establishment of Marketing Fruit and Vegetables" Is the 

government department responsible for preparing the weekly retaU prices in the 

domestic market for fruit and vegetables. But a general problem stems from the high 

retaU prices of these food stuffs if no comparison has been made at offiCial level 

between wholesale prices and retlal prlces'. These weekly indices indicate the actual 

Prices to be charged for fruit and vegetables In the market for all varieU~ of a 

Particular commodity. only two classificatlons of each commodity being made. that ,Is 

grade one and grade two. Thus two prlces 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 

Organisation 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 arc sold on behalf of a 

govcernment department. the prices set are intended to keep price levels low for the 

benefit of Consumes and these are usually called the offiCial prices. But in fact. there are 

middlemen or private wholesalers who set their own prices. with no regard for 

consumer interests and their prices are usually called the unofficial prices. The 

Ceneral Establishment tries its best to control retail and wholesale prices 
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Simultaneously by imposing its selling regulations on buyers, although wholesalers try 

to Ignore such controls thereby making the policy ineffective. The government has 

introduced parUcular measures to control the business at wholesale level such as 

standardisation, grading, packaging, percentage of commission etc. At the retail level, 

retailers have been asked to sell at the two offiCial prices and retailers pracUces are 

mOnitored by offiCial inspectors. 

No ofI'lcial studies have been undertaken in relation to official prices (govenune~t 

Prices), and unofficial prices (private prices) to provide a clear-cut comparison between 

the two. But the existence of unoffiCial prices and the manipulation by retailers of 

offiCial prices is reflected in the number of complaints made by people, when they 

contact the appropriate government department by telephone concerning any 

variation in the OffiCial price. In this situation, a comparison of the two pr.lfes Is 

dtfficult, espeCially when retailers wlll 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 ~ists of retailers who have been fined or imprisoned for not 

adhering to OffiCial prices. Also as a consumer and a person with research experience. 

the Wrtter can vouch for the existence of this phenomenon. The crux of the problem in 

the researcher's oplnlon is related to the grading of the produce. When ~ particular 

product has only one grading. consumers w1ll 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 are comparatively rich and are willing to pay more. Thus. good quality 

Produce is not sold to unknown customers. and is usually kept out of sight in the shop. 

Retailers can avoid any awkward Situations with friends or regular customers by 

telling them that certain qualUy 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 Is a lack of detailed information concerntng the difference between 

government prices and unofficial prices at both retail and wholesale levels. However. 

official reports and evidence of the daily activities practiced by both wholesalers and 

reta1lers. provide some indication of variations between private and public prices. The 

daUy complaints of individual shoppers and the shortage of certain types of fruit a~d 

vegetables. such as oranges. water melons and apples shows that some irregular 

practices take place and non-observance of offical pnces regulations clearly disrupts 

the marketing system in the fruit 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 the!.! own 

advantage. disregarding the interest of the public. Their reconunendation concerntng 

PUnishment of those who have Ignored government regulations are evidence of price 

irregularities. In 1986. <?ranges have provided the best example of retailer and 

wholesaler practices. The offiCial price of oranges was 650 flls/kg. At this price. oranges 

were not available in the local markets. They were, therefore. removed from the weekly 

prtcing list. Immediately. thereafter, oranges appeared in large quantities in the 

reta1lers' shop at 2-5 ID/kg. about four times the offiCial price. This Is further proof that 

Price Variations 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 oncial prices set by the government. Sellers 

Obviously set 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 

1ncreasing per capita income in the last ten years has encouraged sellers to raise their 

prfces 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 prfces 

1ncreasing. People want higher quality and are prepared to pay for it. At the same time. 

retailers 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 durerence between official prices and private prices. The 

deSire to make high profits Is one reason for this. Other reasons are. the offiCials' rigid 

prfCing polley. and the influence of the demand/supply situation. The sellers do not 

1ncur any costs related to transportation. grading and packaging. as such costs are 

borne by the farmers themselves. 

6.6. Price Control Mechanism. 

The above discussion reveals that the publlc pollcy of contr01l1ng prfces Is 

ineffective and price stabUlsation in the Interest of consumer protection and the 

maintenance of a smooth flow of products In the market channel is not achieved. In 

fact. Prices are largely controlled by the level of supply and demand at the local and 

national level. Thus, the continuing use of unofi'lclal prices in the market by 

wholesalers or retailers Is based on the demand/supply Situation relating to 

&gr1cultural produce. Where such a mechanism operates, one does not expect. nor does It 

happen in practice. that the level of unoffiCial prfces wU1 be less than the prices ftxed by 

the government, when supply exceeds demand. whereas the government objective 10 
,' .. 

setting Such Prfces is to make them higher than the level of prices In the market. 

As We shan see in chapter 8 In more detaU. and as mentioned previously 10 this 

chapter. there are two levels of prices, m1n1mum and maximum. for two grades of fruit 

335 



and vegetalb1e, whereas, in dates and grains, for example, there is only one price for 

each product, no attention being paid to classification, grading. or regional source. 

Grading is important for the pricing of fruit and vegetables which are also different 

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 region are then regarded as first grade, because they have 

Just reached the market and those from the middle region are regarded as second class. 

In this case. the product is dJfi'erentIated. not in tenns of size. colour. or freshness, but 

only according to region. although consumers are unable to distinguish between 

d11I'erent places of oI1gin. as far as such products are concerned. The point to be made 

here 18 that such distinguishing or dUl'erentiatlng of the produce is not effective, Simply 

because sellers take advantage of this system and exploit it for their own benefit. 

against the interest of consumers. What they do is keep the best quality of agriCultural 

produce irrespective of its region. and sell it at higher prices only to their r~gular 

customers and those consumers who want higher quality and are prepared to pay for It. 

In addition. they sell second grade produce as fIrSt grade, and in both cases~ pront at the 

expense of consumers. Suc;:h a mistaken policy pursued by offiCials indirectly enables 

sellers to engage freely in their activities and makes it easy for them to evade the 

regulations. 

Another weakness of price control is related to the sales of mtxed vegetable products 

consumed traditionally by various local consumers, since the official prices tend not to 

be clear. For example, the common method of public pricing is to set the wholesale price 

for each product individually, whereas prices of mlxed vegetable are fixed at official 

retail Prices according to agricultural groups. Thus the consumer has to pay the higher 

level of Prices for each indMdual item of this group. as they cannot know the omclal 

retau Price of each item ind";'dually. Thus the consumer in thIs case again suffers as be 

has to pay the higher fixed price at retaU level, and this Is exacerbated by the fact that 

retailers generally regard most of their products as first class, lrrespecUve of grading. 

Officials themselves may not care about following the regulations, especially at the 

peak ttme of the season. This represents a weakness in the control system. Agricultural 

336 



produce on such occasions. is sometimes priced per unit. whereas. when there is a 

shortage. or at the beginning of the season, pricing is arranged ac~ording 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. Kosha 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 gt;ading iI?- terms of the quality of the produce, 

encourages farmers to harvest products before they are rtpe, which does not help to 

improve the quality of pro,ducts 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 agrtcultural products for which they expect to be in high 

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 

eggplants, cucumbers and green peppers. They use plastic covers which protect the 

Produce from adverse weather, and then sell the produce out of season at a priC,e which 
II' 

Is not Subject to government restriction. Many farmers pursue this policy. Produce of 

such high quality is well packaged and processed, and it brings a high return. There is 

no official government intervention concerning prtces, 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 prtce they like, this provides strong 

incentive for them to increase their investment in such activities. 

Price StablUsatlon By Government: 

Most govenunents at the present time use a variety of methods to intervene in the 

marke~ in an attempt to achieve prtce stabilisation, and for other purposes such as 

consumers welfare, and fair income for farmers. Price stabilisation in a particular 

country is related to other factors which must be conSidered by the government in order 

to produce an approp~t~'\'PoliCY which is relevant to the country's needs. Total 

prOdUCtion, per capita income, and the level of the country's economic growth are all 

factors that have an effect on the price policy to be pursued. 

In countries with dIfferent economic conditions, the economic measures introduced 

Will vary accordingly. The purpose of government pricing policy in relation to staple 
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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 government guaranteed prices by the British 

Government, for example, aimed at achieving an Increase In agricultural prosperity. It 

is appropriate to refer here to a statement In the 1947 Act, to promote and maintain a 

stable and' effiCient agricultural industry, capable of producing such part of the. 

nations's food and other agricultural produce in the United Kingdom as in the national 
-. . .. \ 

interest it is deSirable to produce, and to produce it at minimum prices, consistent with 
... --""---_. ,: ---------- _._---- -.... ~ -- -- ---'-------------~ --_. 

proper remunerations and living conditions for farmers and agricultural workers, and 

an adequate return on capital Invested in the Industry. Thu~ the Marketing Boards 
, . '. 

espeCially those for m1lk had come to be regarded by both farmers and the gOvernment 

as a useful means of bringing a measure of stab1l1ty to markets which had previously 
Ir 

tended to be unstable. 23. 4 

, WhUe the governments of developed countries are anxious to intervene to achieve 

Price stab1l1sation, It Is equally crucial for developing countries to implement a 
c... 

stabUisatlon pOlicy. Some 'economists believe that Intervention by the governments or 
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 govenunent will . be able to allocate rationally the available resources 

which are mostly scarce, through the policy of pricing as a means or planning In the 

hands of the government. 24 

As we POinted out earlier, the price stab1l1satlon policy depends upon the economic 

COndItions of each country, and it is not the only target of governmental Intervention. 

A Pricing policy for stabUIslng prices is needed in both developed and developing 

countries, although aims may vary to some extent, but both attempt to stab1l1se market 

conditions to serve the nation and the economy as a whole. Thus, price stab1l1satlon is 

applied In Countries where there Is a glut In the market or a shortage of a particular 

prOducts. So price stabUisation is not an end in itself. When supply exceeds demand, 
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the stabilisation process has the effect of protecting fanners against falling prices. On 

the other hand, where there Is a shortage the aim Is to make the product available in 

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 pollcy is to provide a fairer income for those 

who work in the agricultual sector •. and other sectors of the economy. so that fanners 

have a great Incentive and in comes are distributed more evenly. These objectives are 

pursued by governments in both developed and developIng countries employing 

different poliCies and different measures. In developed countries, agricultural prices 

and farm worker's incomes genrally lag behind the prices and incomes that prevail .. in 
\ 

other sectors in the economy. 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 other hand. 
. ~ .. 

in develOPing countries. supply lags far behind demand and the first objective is to 

bridge this gap between the two. by increasing porductMty and encouraging expansion 

to satisfy the nation's needs rather than pursing the pricing policy pracUsed in the 

developed countries. In other words, redistribution of income Is a more important 

objective in developing countries. A higher level of income and increased return for 

fanners can be achieved by providing appropriate incentives.25 

In Iraq, as we shall see in. chapter seven, guaranteed minimum prices for 

agricultural produce represented the 1n1Ual fonn of price policy stab1l1sation which 

atmed to protect farmers by providing them with a guaranteed return. and reduce the 

element of risk and uncertainty in the field of agriculture in order to encourage them to 

lncrease their productivity and to help the country and the economy simultaneously. 

At the time belng this policy may be regarded as a postive measure by the government 

for protecting farmers.26 In the previous section, we stressed that retaU prices in Iraq 

are four Urnes 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 

agricultural 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 fanners have 

tried to use their skill to produce and sellin 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 for certain crops and 'since 1968 for fruit and vegetables and they change 

from year to year. 

With reference to crops, we have pOinted out that the Marketing Board has failed to 

achieve the required objectives, and we suggested how the Board could succeded in ,its 
" 

activities in the field of marketing. In chapter seven, we shall see that the quantity of 

fruit and vegetables bought 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 the Board is negligable. OffiCials of the Board believe that this SituaUon 

has devel~ped because in the past, the level of pr~ducuon was not encourage~. This .. 
trend stUl exists, therefore the conclusion derived from our analysis remains vital. 

Consequently the effect of this policy on the farmer was not what was expected. In fact. 

1t had an adverse effect on the food 'industry which is largely dependent upon local 

agrtcultural output. 

At this point is is convenient to mention briefly the failure of the cooperaUve 

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 faUure of cooperatives in Iraq is the lack of 

managerial skUls and trained personnel in the field of management In general, and in 

the field of agricultural marketing in partIcular. Collection of the produce by their 

organisations is poorly organised and Its sale in the offiCial market takes a long Ume, 

Fanners, being aware of such wealmesses 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 a 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 facilities for produce where such fac1l1tles 

are needed to maintain its flow to the market on a ratlonal basis. The shortage of 

skilled peopl~ to manage and control such actlvitles results in a beaurucratlc 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 distrlbutlon. packaging. loading and unloading of the produce in the 

market place. affects the quaUty of the produce, and this encourages fanners to sell 

their products throug unoffiCial channels at higher prices. thereby obtaln1ng a better 

retum. 

In general It seems that the aim of the pricing poliCies has not been achieved. that is 

. the efl'1cient organisation of a systematic product flow in order to Ughten the farmer's 
.. 

burden and to allow consu~ers to obtain 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 effic1ent. The problem is even not eased by the fact that. there are 

many state organisations which specialise in producing fruit and vegetables. 

supeMsed and controlled completely by the Ministry of Agriculture. and all their 

products must be sold throuhg government channels which playa negligible role in 

8grtcultural marketing or in enhancing the government pricing polley. 

The reason why the government has intervened increasingly In the agricultural 

sector in the bUying of agrIcultural produce and particularly in marketing. is to 

encourage fanners to continue farming their land, as there is an increase in the number 

of farmers migratlng to urban areas, looking for a greater return in .other sectors of the 

economy. since the agricultural industry was characterised by 8 low return at the 

farmgate. But the policy of direct bUying of agricultural produce by the MarekUng 
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Board seems to be ineffective and Inadequate due to the fact that fanners can sell to 

private agents and thus the amount remaining for purchase by the government Is 

negUg1ble, compared with total production throuhgout the country. In chapter four, we 

mentioned that farmers need credIt for production, consumption and marketlng 

purposes. They lack finance and the result of m1n1mum gruaranteed prices on farmers' 

purchasing power and on their standard of lIving Is m1n1mal and this represents a 

major CritiCism of this government policy. Such prices are not sufficIent to allow 

farmers to ignore the services of private moneylenders or to enable them to meet their 

personal dally needs or to cover the increasIng cost of production and other 

requirements. The price of one Kg of rice In 1970 was about 100 Fils, whereas after the 

government support policy was Introduced the cost of each Kg rose to 300 Fils in 1982, 

that Is about a three-fold Increase, whereas the buying price Increased byoo.Iy 10 

percent. Moreover, the buying price--the guaranteed prices--Is the same for all type of 

Produce Irrespective of the quality and the regIon In whIch It Is grown. Table one shows 
" 

that the average cost of 'planting wheat production per acre varies In different 

governorates. However, the same price applIes to wheat wherever it Is grown. From the 

table. the total cost In Babylon and Al-Anbar. In the Middle Province Is 4.5. and 6.5 10 

per donum respectively, whereas the total cost In Nineveh, and ArbllIn the Northern 

Province Is 2.6 and 2.8 ID respectively. Although the reasons underlying such 

dUTerences 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 
) 

reaSonable prices for purchasing produce from fanners. When costs are lower. fanners 

are better off and when they are higher. their Income drops. Accordingly. they are not 

encouraged to sell to the government. The guaranteed prices should vary from region to 

region to prOvide farmers with an incentive to sell their produce to the state 
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: : . Table 1 

Estimates of· Average Cost of Wheat Productlon per Hectare 
According to Production ... Requirements by Governorates, 1985 (m). \ 

: .; :~ Laiu:t ., Fertt- lbtal 
Governorate . Rent : Users Seeds Machinery Labour . Cost 

• I 

Nineveh -
1.39 0.17 2.64 .0.08 . - 1.00 

Salah AIdeen . ·0.11· ,0.01· 0.91 1.43 0.66· ,3.12 
AI Tameem 0.10 ' " - , 

0.97 '0.62 0.60 2.29 Dlyala ,0.19 ·.0.03 0.86 0.79 0.88 2.75 
Baghdad 0.42 0.59 1.19 2.92 0.67 5.79 
AIangar 0.32· 0.24 1.01 3.61 1.34 6.52 Babylon 0.76· 0.56 1.04 0.96 1.22 4.6;4 Kerb ala 0.16 0.30 1.03 0.90 1.64 4.03 
AInajaf 0.26 0.12 0.97 3.79 1.77 6.91 
Alqadlslya 0.37 - 1.00 4.05 0.32 5.74 
AI Muthana 0.25 - 1.00 2.30 ·0.98 4.53 Thlqar 0.48 - .. 1.19 0.43 0.74 2.84 Waslt 0.56 0.05 1.02 2.14 0.63 4.40 Maysan 0.29' 0.01 0.97 1.90 0.97 4.14 Basrah 0.22 0.01 0.82 1.77 1.26 4.08 Dohok 0.12 - 1.20 1.10 0.46 2.88 Arb 11 0.05 - 1.00 0.96 0.74 2.75 Sulalmaniya 0.12 - 1.13 1.36 0.74 3.35 

Source: Ministry of Agricultural and Land Rfifonn. Annual Report. 1985. 
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departments. This applies to the production of various crops. Table 2 shows that there 

are d1fTerences in the cost of production of barley in different governorates. ' 

Table 3 shows that the differences between wholesale and retaU' prices are about 

10% whIch also constitutes the prof'lt margin on canned food. ThIs low percentage 

profit may dIsc.ourage retaUers from dealing in such items so that the flow of these 

Items into the marketing system is interrupted. It is not surprising, therefore that there 

is a shortage of such Items when they are most neeaed, for example date syrup in Winter, 

is in short supply in both the marketing, and distribution systems. The avaUable profit 

level does not cover the expense incurred by farmers in running their day-to-day 

bUSiness, which is estimated to be about 28%. Table 4, which lists the average retaU 

prices of certain foods stuffs, shows a discouraging percentage increase over a three

year period in the capital Baghdad. The low percentage of average ,price in0reases 

re1lects the low increase in retaU prices for these items with a resulting low profit for 

retaUers. This trend in prices encourges retaUers 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 increase in offiCial retaU 

prices is 3% per annum. 27 

6.8 Proposals Concernlng The Marketlng Infrastructure: 

For perishable products In particular, such as fruit and vegetables, there are only 

two ways in whIch fanners can dispose of their produce after harvesting, that is either 

selling it immediately to avoid any los~ thro~gh deterioration on account of its 

perlshabU1ty or to keep it for a~erlOd of time in an attempt ot avoid any downward 

Price movement so that the flow of such produce can be regulated to match demand, and 

this second choice involves the avaUability of storage facilities to keep the produce in 

gOod condition. Other crops such as wheat, barley and rice, are less perishable so that 

there is not the same need for storage facUlties. However. price stabilisation Is the 
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Table 2 
. . 

Estlmates of Average Cost of Barley Production per Hectare 
Accordlng to Production by Governorates In 1985 (ID) 

Land Fertt-
Governorate Rent Users Seeds Machinery labour 

Nineveh 0.08 - 0.93 1.30 0.17 
Salah AIdeen 0.09 0.03 0.78 1.59 0.66 
AI tameen 0.06 - 0.82 0.71 0.60 
Diyala 0.30 0.02 0.86 0.85 0.88 
Baghdad 0.30 0.35 0.92 3.20 0.67 
AIanbar 0.14 0.01 0.81 3.00 1.34 
Babylon 0.52 0.23 1.00 0.93 1.22 
Kerbala 0.25 0.10 0.94 1.17 1.64 
AI Najar '0.30· 0.12 ., 0.97 3.50 1.77 
AI Qad1s1ya 0.29 ' - 0.83 3.70 0.32 
AI Muthana •. 0.10 - 0.90 .2.55 0.98 
Thlqar . 0.35 ' - 0.96 0.47 0.74 
Wasit . ,.0.27" - 0.93 2.16 0.63 
Maysan ' ' .' 0.21 .. 0.96 2.20 0.97 -Basrah ,0.15 ' - 0.71 1.77 1.26 
Dohoh :0.09" 

.. 
0.87 1.18 . 0.46 -Arbll "0.06,' .' .. 0.90 1.10 0.74 -

Tot 1 a 
Cost 

2.48 
3.15 
2.19 
2.91 
5.44 
5.30 
3.90 
4.10 
6.66 
5.14 
4.53 
2.52 
3.99 
4.34 \ 
3.89 
2.60 
2.80 

Sulalmanlya ' "0.07'; 
. , , \ 

0.91 • 0.95 0.74 . '2.67 '. - .. 
-- ~.-~ .. -- . _._--_!. .... -.. -'--- - ---.-~~~ . ~~ ~ --" 

\ Source: 
.\ Ministry of Plann~g A~nual Report, 1985.': 

.- ... , ... __ .-- -.-- . -. -. ".- ~ 

Table 3 

Wholesale and Retail Prices of Domestlc Preservatlon, 1985 (ID/t,.} .. 
Item Wlwlesale Retaa 

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 0.110 
Vinegar 0.083 0.100 
Jams· Varieties 0.140 0.150 
Date Syrup 0.130 0.150 
Tomato Paste 0.335 . '0.350 

. , ." ... ' j.-~ - .- ... _-- ., -
Source: Ministry of Agricultural. Annual Report; 1985.-, : 

__ ........ 1, 

Table 4 

Average Retail Prlces of Foodstuffs in Baghdad, 1983-1985 (IDllt,.) 

Item 1983 1984 1985 

Creen Cram (Husked) 0.088 0.092 0.106 
Kidney Beans 0.121 0.124 0.123 
Dry Beans 0.141 0.149 0.160 
CreenBeans 0.174 0.258 0.214 
Cabbage 0.036 0.32 0.043 
CauUeflower 0.063 0.095 0.097 
Potatoes 0.070 0.070 0.092 
Carrot 0.048 0.061 0.059 

. Rice 0.136 0.159 0.180 
Okra 0.196 0.224 0.250 
Grapes 0.155. 0.192 0.183 
Dates 0.070 0.091 0.181 

/-. So';.: Min~~ of ~grtculturaL-~nn':~epori~985:= '" 
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basIc purpose of government intervention in the marketing system. Accordingly. the 

polley of price stab1l1sation should take into account a number of consIderations. Such 

Variables include the avaJlab1l1ty of the product. supply and demand and the interests 

of both farmers and consumers. Latter interests cannot be served untU the question of 

supply and demand has been settled. 

We have pointed out in previous discussion that the officaU pricing policy had not 

achieved its objectives simply because of uncertainty about the level of supply\of 

agrtcultural produce in the local market. The relevance of this to the supply of fruit and 

vegetables. for example. Is that supply can vary at harvest tune. and speCial measures 

should be taken to dispose of these products in the market 'due, to their tendency to 

deteriorate rapIdly. Dates for example should be harvested not later than the middle of 

October to avoid the rainfall at the begln.n1ng of the winter season which starts~ mid 

November. Thus the crux of the problem is the need for suitable fac1l1Ues for storage 

including adequate cold storage to regulate the flow of such perishable products to the 

market so that it reaches the consu~~r at the right time and in the right place. This 
• 

Would prevent any marked price changes whIch might lead to drasUc fluctuations in the 

Supply of these products in the local market. The provision of appropriate facUiUes for 

cold stroage and access to convenient warehouses would remove or at least alleviate 

product losses and reduce marketing constraints caused by a glut at harvesting time and 

Shortages thereafter. Such technolOgiCal1mprovements would consutute and attempt 

to stabUise prIces in the market, thereby bringing rellef to both consumer and farmer, 

that Is fanners would be protected against fa11lng prices and consumers would be 

assured of a regular supply of the prodcue. 

The researcher ~ust here explain what he means by technologIcal1mprovements. 

11m' n S pIe terms they refer to the fact that for each agricultural product there Is a certain 

period dUring whicllit stays in its n"atural state in terms of quality. Thus: storage 

CondItions differ according to each product's characteristics. For example. chemes 
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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 words, different storage conditions are required for different 

agrtcultual 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 facilities in Iraq are not adequate especially cold storage, and 

SilOS-Data which support this view, will be provided in chapter eight. But what Is 

relevant here Is that the Iraqi government has adequate finance to change this 

. situation. Because of the inadequate facilities at the present tlme, the researcher 

believes prOviding these basic requirements is one of the most Important step.s that 

should be considered by the central planners to overcome the problem and they should 

do this on a large scale. Some local technclans and others from Egypt are running the 

existing cold storage facil,Ities owned 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 fac1l1ties. The government, with the support of the financlalinsUtutions, such 

as the agricultural Cooperative Bank, and Rafidaln Bank, may encourage the 

development of a nationwide project to establish an effective cold storage system. Such 

facUlties may be located on the outskirts of ciUes, near the wholesale markets, or 

Within the prodUction areas. Running these fac1l1Ues co~ld be undertaken by a special 

government department under M1n1stry of Agriculture supervision, with the pOSSibility 

of aSSIstance from cooperative members. 

Convenient cold storage faCilities would help to extend the I1fe of all stored 

products. An FAO programme shows that appropriate storgage conditions enabled 
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apples to be kept In good condition for nearly two months, whereas usually apples can 

be kept for only one month. 29 

The implementation of a cold storage programme w1ll 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 tim~. 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 

avoid a shortages and a gluts. The use of cold storage has Uttle effect when there is . 

under-production of particular produce, In which there is little effect In tenns df price . 

stabUisatlon. Keeping agricultural products In storage warehouses, and ensuring a 

reasonable 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 facilities for agricultural produce has led 

directly to an unstable situation. Other measures 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 

govenunent control and a administration of the processing Industry.31 In Iraq the 

govenunent support the canning industry so there Is a big demand for canned ~ood as 

people can afford to buy it. This government's :polley 1s important as it reduces the 

effect of the shortage of certain commodities such as, tomatoes, apricots, and eggplants. 

Consumers generally use canned food - especially in the city centres as dUTerent 

reUgiOus 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 improved standard of living and 

better educational facilities 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 addItion to the canning of 

agricultural produce. ProceSSing is usually carried out by traditional methods. through 

exposure of the produce to sunlight until it is completely dried. The researcher. as a 

final consumer. 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 .. TIle vegetables in order of 

Popularity are. okra. eggplants, onions, garUc and tomatoes. ;r .. 

Before closing this chapter it is relevant to mention certain aspects of pricing in 

the finns Visited, in te~s of pricing objectives, major problems which reflect the 

research findings about. pricing to give a comprehensive picture of the price 

mechanSim, and again we shall avoid further analysis of price policy detaUs as t~lS 

Subject needs a further study. However the price mechans1m, which 19 our aim in this 

chapter has a 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 

industrial goods, not only agricultural and food products. But as we found in our 

previous dISCUSSion. unoffiCial prices differ between rural and urban areas. and may 

ev • e~ be different in different city centres. KOY,al. for example. has mentioned that 

Prices in the Northern part of Iraq are different from those fixed by the authority. and 

he explained the reason for this variation as being caused by the weakness or 
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unavailabUity 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 dtfTerence between net 

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 poUcies are to be found in flnns in 

developed countries. For example, in the United State. a survey conducted by the 

National Industrial Conference Board disCovered that only four out of one hundred and 

fU'ty-five leading manufacturers employed written procedures, 35 and this is also the 

case in most developing countries including Iraq. None of the finns vIsited by the 

researcher employs a clear-cut procedure. The Iraqi government policy is to subsidise 

the prices of items whicn 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 infonnaUon 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 omcially regarded as monopolists 

Who disregard the interests of consumes for whom few insentives are provided. .A!J we 

shall see later in thIs chapter. firms have little choice or flexIbUity with reference to 

Prices. Such a 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 

coincide With the finn's selling objectives, while others may be inferred from the 

government attitudes towards middlemen or wholesalers in general. 

Max1miSIng profit could be regarded as the main objective for most of the firms 

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 finns 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 finns, government intervention, in the fonn , 

of setting prices, has the clear-cut aim of controlling prices which leaves little room for 

employing a PriCing policy Within the strategy devised by these finns. 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 pollcies 

Which prevaU in the f1nns visited . . 
Government intervention and control of prices has a two-fold purpose. The first is 

to develop the pricing mechanism employed by public finns, and the second is to protect 

consumers against heartless profiteering by wholesalers or distributors. This 

intervention Is crucial when a particular product is scarce, especially when It Is an 

essential Part of people's diet. This was regarded as another important objective of the 

Pricing polley in Iraq. and it is regarded by the government as a measure oppostni the 

polley 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 means of countering the influence of middlemen 

or wholeSalers whose interests are only to max1m1se 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 ferUllsers 

which help to reduce prices. thereby increasing demand. A two-fold effect follows in 

that fertlliser prodUction Increases as more of it is used. and more importantly. there 

is a general increase in agricultural productivity so that more agricultural products 

become avaUable. Thus. price reduction follows when the level of production Is 

stimulated. Conversely, when productivity declines, prices Increase. This happens 

when the government, in the interests of the overall economy, l1rn1ts the amount of 

imported products. 

Another objective of priCing may also inferred from the last point mentioned. , 

namely redUCing price levels. The government of Iraq. for example, maintains low 

Prices. for essential foods such as rice and sugar. The aJm Is to protect people, es~c1a1ly 

the poor, from unscrupulus wholesalers. Such a polley varies according to the 

importance of the product, the avaUabll1ty of raw materials to produce such a product 

lOCally. Such a pricing poliW 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 outwtth the scope of our study, consumers suffer 

as . 
a result of serious weaknesses in the pricing pollcy laid down by the government. 

However. the costing system has been left as an area of further study. and this Is . 

regarded as constituting one of this study's limitations. The weakness In the 

implementatton of the pricing policy, combined with other faults in the marketing 

chain has increased the problems faced by consumers In attempting to obtain what they 

require. The Pricing polley has in practice led to the absence from the market of some 

gOods which are essential elements of the people's diet. This, In tum, 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 to walt 

until these products are avaUable at the government price rather than get them from 

the market at inflated prices. Further, 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 noUced recently and manifests itself when 

farmers bring their produce to urban areas, instead of as happened ten to flfteen years 

ago, bying to find work outside the agricultural sector. 

Above all, such problems have ~reated a heavy responslbU1ty for the goverrunent in 

terms of ensuring the implementation of resale price maintenance by retaUers in ~e 

market on one hand, and the provision by its offiCials of the required services for 

consumers on the other. 

Moreover, there are administration problems associated with ensuring the 

marketing of these products throughout the country, since most of the offic1als are 

unfamiliar with marketing or distribution techniques. However, these probleJIls are .. 
outwtth our study area. 

Generally speaking, the government intervention is inadequate and the ineffiCient 

marketing system is so poorly org~"rused that it is responsible for much of the . . 
inconvenience experienced throughout the country. The role of middlemen and their 

power over the farmers, and the low level of profit avaUable to wholesalers • who are 

nevertheless regarded as exortiontsts • has contributed to the spread of product 

adulteration and black-marketing. The government, in its attempts to fight such 

weaknesses, has had to spend resources and tlroe that should have been devoted to other 

matters, in order to achieve general progress and development in view of the backward 

state of the economy. The point that the researcher wants to make is that intervention 

by govemment should be devoted in the first place to improvtrlg the overall marketing 

system from the start, a pOint that has been made earlier. Other pOints w1l1 be 

mentioned where necessary during the rema1n1ng parts of the study hlghllghUng where 

the fullest benefits can be gained from 1mprovtng the market structure in general. 

The above discussion re~eals 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 man~gement 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 

required to employ the necessary marketing techniques and to fonnulate strategIes for 

solVing marketing problems . 

. It was against such a ~eak 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 officials regarded the private sector as undeSirable. legislation 
II' 

has encouraged only the public sector to flOUrish and its role In the economy has 

expanded Without an opportunity being given to the private sector to take part in the 

process of economic growth. 

The role of the public s~ctor in the economy has been increased for political reasons 

as the country Is trying to move towards socialism and the government, especially 

dUring the last fifteen years, has intelVened in a large part of the economy, thereby 

creating a situation which Is difficult to control. The government h~s assumed an 

omnipresent role in economic and other areas. The commendable policy aimed at 

red~cing prices has faUed and the black market sUll operates despite the severe 

penalties 1n~duced to punish those who break the laws. Mlddlemen and merchants in 

the Private sector find ways of circumventing the laws in order to avoid their effects by 

Such means as redUCing their services, products adulteration, the use false weights and 

so on, which lead to an increasing number of complaints by the people, a situation 

which Indicates that government promises have not been fullllled. 

The researcher believes that the general1nstab1l1ty that prevaUs in the country Is a 

fundamental cause of economic instabUity and consequently prices are also affected. 
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Two points should be made clear here. Firstly. there are many rules and laws 

concerning pricing, a large number of regulations may control producers and various 

departments dealing with pricing policy. This is due to the number of government 
~. '"-. --.-"-~ ... ---- .~- - .~--.. -,~ --- .. -

changes that occur when each new government introduces its own rules. As a result. 

there are a very large number of rules which are insuffiCiently coordinted or integrated 

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 country's resources which adversely affected price stability. 37 In the 

past governments 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 distribution facilities. the absence 

of a sound relationship between producers/dIstributors and consumers and Inadequate 

government intelVention to improve the overall marketing system have contributed to 

the loss of control over prices at ofilciallevel. 

The return required by businessmen Involved in a commercial business is the"profit 

derived from the difference between expendIture and return. The pricing objectives 

referred to above are different from those pursued In developed economies. In the frims 

Visited, profit max1misatio;n. the stimulation of demand. and the protection of the 

consumer are aimed at by fixing prices. wheras the pricing policy objectives in 

advanced econOmies are profit maximisation, ensuring effiCient cash flow. and 

attaining satisfactory market share. These differences show how far bUSiness in the 

developing. economies includIng Iraq, is removed from purely commercial 

considerations. Although profit max1m1sation appears to be a common target in both 

types of economy, the researacher believes that thIs objectives is in fact difficult to 

achieve in the advanced economies where fierce competition exists. In such economies. 

therefore. great efforts must be made to secure a profit and success in dOing so results 

from adopting the marketlng 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 business in developing economies operates. 

Whatever the objectives are in developing economies, they are achieved by 

procedures which are different from these employed in developed economies. In the 

researcher's interviews With exectutives in the hrms visited, they stressed that the 

authority did not allow any changes in prices to be made by flnns in the pubUc sector, 

even if the aim was to make prices realistic following a periodic review of the factors 

affecting prices. Government opposition to such changes is based on pol1Uc~l 

considerations. Moreover, the private sector does not respond quickly to changes in the 

economic environment. The situation differs in the developed economies and the 

comment made by a Managing Director of a U.K. firm, lllustrates an attitude and type of 

behaviour different from those encountere'd in Iraq. With reference to pricing polley 

objectives, he stated that "above all, our objective is profit. but from time to tim,; cash .. 
flow is paramount. especially when we have excess stock of certain types 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 mak~'a profit".38 Such a degree offlex.1b1llty in terms 
, 

of bUSiness behaviour is an important means of achleving market penetration. keeping 

bUSiness going in order to maintain continuity of employment and maintalnlng, an 

adequate cash flow. On the contrary. where government support 1s provlded. little 

attention is paid to such tactlcs. Therefore, one may say that in the firms vislted, there 

were Significant differences in the degree of importance attached to pricing objectives 

and their achievement. in terms either of profit margins or other measures of success. 

:6.10 Major Pricing Problems 

As the researcher was particularly interested in the prices of products offered by the 

finns visited, especially in the public sector, the researcher asked the executives 

responsible to define the problems faCing them in pricing their products. Not 

surpriSingly. some of them states that there is no particular problem related to prlcing, 

Since they believe in government intervention. Accordingly, they can blame the 
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ofI'lc1als responsible for prlcing for any fallure in the pricing policy. Six firms, 20% of 

the thirty visited, stated that they had no problems. The remainder gave various 

answers. Table 5 shows the result of the survey. 

Not surprisingly, in view of the previous discussion. most of the flnns visited 

mentioned· the manipulation of prices by offiCials 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 govenunent Intervention is sometimes regarded as a means of . . 

protecting a consumer. Although only eight firms (about 27%) referred to this as a 

major problem, the researcher found that about two-thirds of the flnns visited 

mentioned it Indirectly. 

The next most important problem mentioned by the executives In the finns visited 

was the upward movement of costs, nine firms, 30% of the total. mentioning that this 

problem is more frequently met than any others. after the problem of government 

intervention. The researcher believes that this problem Is caused by many factors, the 
• 

absence of an effiCient cost accounting system contributed mostly to this phenomenon 

IrOnically, only two firms about 7%, mentioned this problem. Cost systems are not 

regarded as contributing to some of these problems, although they are the most 

important element in the pricing system. Accordingly. most prices are frequently set 

below an appropriate level. . 
With reference to the purpose of government Intervention in price co~trol, the 

researcher asked the executives for their opinion concerning whether government 
. . 

intervention Is for the benefit of the cosnumer, the producer. or both. Although the 

answers provided revealed different beliefs, there was greater support for the view that 

government control is exercised for the benefit of consumers. At the beginning of this 

survey. the researcher expressed the same opinion which is in keeping 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 producers. Most of 

those Who believe that consumers benefit are in the pubUc sector. &;nd those who think 

prodUcers benefit are in the private sector. 
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Table 5 

Major Prlcing Problems as perceived by Executives 

Ffnns Status Spano 
All Percentage Non-

Kfnd of Problems Firms 96 Publf.c Private EKport Export 

ifActlvlty 

High Cost (Cost of Production 
5 4 and Distribution) 9 30 3 6 

Cost Accounting System 2 6.6 1 1 1 1 

Government Control 8 . 26.7 6 2 5 3 

Level of Competition 5 16.7 - 5 3 .2 

No Problem 6 20 4 2 3 3 

No Answer - - - e e e. 

Total 30 100 14 16 17 13 
.' 

A few firms, five, representing 16% of the total mentioned that competito,rs' prices 

constitute a problem for them. AlI'five are in the private sector. The researcher 

belIeves that the influence of competition manifests itself between private flrms,rather .. 
than between public sector firms. This happens when there are differences in 

management attitudes. In fact, this is also a problem affecting private as well as pUblic 

sector Commodities, the prices of which are fixed at officIal level, without concern for , 

actual costs, most prices being supported by govenunent action. 

With reference to the adverse or the favourable effect of govenunent control over 

Prices, nine executives would prefer prices to be fixed first by firms, subject to 

government approval, all these executives being in the private sector, Twenty-one 

executives in the firms visited suggested that setting prices with flexible fixed margins 

Would be the most appropriate method of exercising govenunent control. Eight fin:ns 
sUpported the view that fixed prices represent the best means of Implementing 

government control of prices. Those eight firms, all from the publIc sector, may suffer 

from a lack of expertise in the 'field of pricing .. Finns 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, problems may arise that if accurate and effiCient cost accounting systems do not 

exist to enable such flex1b1l1ty in Pricing to be effectively Implemented. 
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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 aim was to make prices 

realistic. following a periodIc review of the factors influencing prices. Government 

OPPOSition to this is based on political reasons and conSideration of the nation's 

welfare. It is not surprising. therefore. that prices did not change from 1960 to 1978. 
. . 

and that there have only been changes by 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 t1'\at 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 situaUon 

to be appreciated because it is assumed that the official prices w1ll be less than those in 

the Private sector. Moreover. the opinion of many businessmen IS that government 

intervention Is responsIble for the failure of some businesses. 

The low margin between wholesale and retaU prices may be explained by belief in 

the benefit derived from low prices. In other words. low price margins are deliberately 
set . 

as part of official pollcy as a means of protecting consumer interests. Thus the 

central planners have kept profit m~rglns low in order to reduce such benefits. 

beUeving that the profit offiCially p~rmitted is adequate. This policy applies 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 their goods at unoffiCial 

Prices and consumers suffer as a result . 

. The above statement indicates that the margin of profit Is determined by the central 

planner for those who produce the products and those who handle them. With the 
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government controll1ng 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 

bel1eves 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,. a 

method Which would help the central planners to determine the margin of profit, to 

motivate middlemen activities, reduce black market activities and improve conditions 
.. 

for the consumer .. There will be a range in profit margins detennined by the level of 
. " . , ".", 

effiCiency in prodUction and distribution (i.e. low effiCiency leading to low profit and 
. . 

V1~e versa). Thus poli~ would be greared to ensure that the relatively "effiCient" 

SllIVive. When a basis for such studies has been estabUshed, the pricing poUey sh6uld be 

revised and amended every five years - for example, at the beginning of each new ~ve. 

year-plan. giving due considerat1o~.to chages in technology, production levels, 

variation in demand, and any other relevant socia-economic factors. 

ConclUSion 

In general. the lack of ba1~ce between demand for and supply of aUtcultural produce Is· 

the major problem in the market. The balancing process is not an easy task to 

perfonn, because this requires knowledge, skill and effective management in the field 

of agricultural eco~om1CS which are lac~g in most developing countries, Including 
~ . . 

q. Many factors have contributed to price fluctuations, the most important are 

d1fferences in consumers behaviour, the gap between supply and demand, with n~ 
accurate assessment of how to bridge this gap, and the spec1al characterlctics of 

agriculture, which depends upon external and biological factors. Consequently, the 
~ial . . 

c PriCing system is inadequate and inefficIent, so that little control of pricing is 
, . 

inC: t . 
. ac exerCised, price changes should be: based on the relationship between supply and 

demand in the mark~t place. 
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The conclusion derived from this Chapter confirms what we pOinted out in Chapter 
r . -.. . , 

i~e' 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 control 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 beUeves 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 facUities 

and other storage services. Launching such a programme requires consideratiort pf the 

POSSible comparative product advantages which would reduce the effectiveness of the 

middlemen in the wholesale market. Th~ success of such programmes would depend on 

the government's ability to finance them and the availability of local personnel and 

others from friendly countries capable of providing the required skills and 

management techniques. Similar steps could be undertaken by other developing 

Countries where the same conditions exist. These programmes would help to control 

Price fluctuations and maintain a stable policy. As most agricultural produce is of a 

seasonal 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 fac1l1Ues could be controlled by a special 

department in the Ministry of Agriculture, with cooperative parUclpat.ion throughout 

the country. Such storage facUitIes should be located near both the wholesale markets 
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or the production areas. In the long run. both fanners and consumers would be better 

off. Farmers would benefit since the flow of these products to the market would be 

subject 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. Consumers 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 

distribution of agricultural produce and these are discussed in Chapter Seven through 

three case studies dealing with the marketing of dates. fruit and vegetables. 8'1ld the 

marketing of grains. while the distribution of domestically processed foods Is also 

examined. 

This Chapter has examJ,ned 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 responsible 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 lmportance include 

making a profit and increasing levels of production. 

The ineffiCient pricing system employed in Iraq has resulted in shortages of some 

prOducts, a situation which affects the profit margin achieved by middlemen or 

distributors. Communication and transportation difficulties affect the whole 

marketing system wh1ch in tum affects the services available to consumers. 
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Although cost may be considered by most finns as a crucial element in their pricing 

policy, these flnns 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 avallabllity of a produc~, 

prices, and the expected consumption level. 

Although the price of agricultural produce is fIxed offiCially, there is evldence that 

efforts are made by wholesalers and retailers to impose their pricing unofficially. 

thereby Violating government rules and legIslation. The fact that such prices can be 

introduced reflects the efficiency of the present marketing system. Therefore .. 
middlemen are anxious for farmers not to be fully informed about market conditions. 

In such a Primitive system farmers are frequently producing products at lower prices 

than those achieved in pr~ous seasons. Thus the influence of mlddlemen appears to 

have a POSitive effect on prices in the marketplace. The role of middlemen, therefore, 

tends to prevent farmers from improvIng their standard of living in the long run and 

redUces their autonomy and freedom from external1nfluences in the short run, while 

their profit remains at existing levels or even declines. 

Although detailed consideration of pricing methods lies outwlth 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 

is 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 attempt to differentiate 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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wlll pursue in the future. This technique also makes it possible to fix a price that the 

market Will bear. In general, what the market wUl stand can be regarded as a senslble 

approach where there is little or weak competition, but where the level of competition is 

high as it is in advanced ecorunies, "price competitive" techniques are of crucial 

importance. As a means of achieving the government's aim to reduce the profit margin 

obtained by middlemen in the private sector and to sell public sector products at a low 

profit margin, the "cost plus" PriCing technique is more likely than 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 competiUve environment that exists in developed. 

economies. 

Chapter Seven presents the research findings' concerning the three main 

agricultural products which constitute the staple food of the nation in the d;tnesUc 

market and their contribution to the revenue raised from the foreign trade is discussed. 

The defects in the marketing system are detailed and an evaluation of the effect of 

government intervention in the marketing system is prOvided. These three products 

are fruit and vegetables, dates and grains. 
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