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Purpose
oty
Assess Irag business environment
Encourage economic reforms

Facilitate U.S. private sector
participation in stabilization and
economic development
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Current Environment aallald) 4anll

Security

)
 Violence disrupts today’s business and destroys the human, social,
and economic assets for tomorrow
e Security and economic activity are mutually reinforcing

 Security expenses account for up to 1/3 of most companies
operating budgets

 Unemployment feeds sectarian, insurgent and criminal violence
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Current Environment Adlal) 44l

Economy since 2003

2003 el.c Ala Lgébaﬁ\i\ @4‘95\
e 26,000 companies registered with Ministry of Trade

e 80 new companies listed on Iraq Stock Exchange (13 under Saddam, 93
today)

e 16,455 Iraqgis have borrowed $18 million from USAID-related programs, with
an average loan size of $1,140, and a loan repayment rate of 98%.

e Over seven million new telephone lines, over 200,000 internet subscribers,
and over 2,000 cyber cafes
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Current Environment Adlal) danl

Exports Currency
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Current Environment Adlal) danl

GDP GDP Per Capita
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Economic Challenges LalaBV) cilaadl

Legacy of Previous Regime

e State economic dominance crowds out private sector
e Insufficient legal framework

e Limited and inefficient access to capital

e Slow progress on economic reforms
 Unemployment and underemployment
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Economic Priorities Lalbaidy) b o 4V

e Enhance market incentives

e Commercialize State Owned Enterprises (SOES)

e Reform the Public Distribution System (PDS)

e Enhance the banking sector

e Develop housing and construction — stabilize land ownership
e Fight corruption
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Enhance Market Incentives 5 .l 8l gn 5 3

Tariff Holiday
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e Iraqg’s “Reconstruction Levy” currently set at 5%, expected to
Increase to 10%+
e Adds to transaction costs and opportunities for corruption

e Reducing transaction costs would make Irag more
competitive with neighboring countries
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Enhance Market Incentives 5l 38l ga 5 3

Average Non-Agriculture Tariff Rates In The Middle East
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Source: Data from the WTO World Trade Report. Applied tariff data years range from 1999-2004.
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Enhance Market Incentives 5 .l 38l gn 5 3

Tax Holiday
458 gal) Ay puall cilelicy)
e  Currently: Flat individual and corporate tax rate of 15%
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e Collections are limited
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e Tax holiday would help Irag compete with comparable economies
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Enhance Market Incentives
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Commercialize SOEs
Current Assessment

QAN‘ @g,ﬁﬂ\

e 192 SOEs employ over 500,000 Iragis
e Underutilized due to lack of capital, looting and violence
e Lack accountability and management skills

 Non-operational SOEs increase unemployment and stifle economic
growth

e Lack of privatization law reduces options
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Commercialize SOEs

Policy Recommendations
duluad) Clua g
Goal: Promote market principles while avoiding dislocation
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* Revitalize select SOEs to increase employment

e Strengthen accountability and transparency

e Train managers in modern commercial and accounting practices
 Promote public-private partnerships through joint ventures

e Pass privatization law and establish privatization commission
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Reform Public Distribution System (PDS)
(PDS) el 5 5ill ol 23l
Current Assessment
llal) apdit)

e World’s largest PDS, supplying over 70% of the country’s food
e Budget expense of $4 billion in 2005 and $3 billion in 2006
e System crowds out the private sector and facilitates corruption
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Reform Public Distribution System (PDS)
(PDS) ool 558 ol 3
Policy Recommendations
doulud) Clua g
Goal: Increase efficiency and address greatest needs
Cilalia¥) aal el ) s dulladl) 524 3 A

e Develop the food-related private sector from farm to table

 Review components in the basket

e Target subsidies to the needy

e Facilitate commercial ties between U.S. and Iragi food companies
e Develop food standards and safety regime
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Enhance the Banking Sector )
Current Assessment
JPALEN{ PN

e lraqgis acash economy

e Poor commercial banking facilities

e Inadequate telecommunications backbone for private banks
e Insufficient commercial lending
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Enhance the Banking Sector
Policy Recommendations
doulud) Clua g
Goal: Increase personal safety and efficiency of financial sector
Al gladll 8 dlladll g Apad &l 4Dl ol ) 1adlall
e Develop a mobile phone banking and money transfer system
e Provide trade-related training for Iraqi bankers

e Encourage greater private sector expansion in banking
e Improve telecommunications backbone
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Develop Housing and Construction
Bl 5 OIS gt

Current Assessment
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e Land ownership issues are stifling much-needed housing and
commercial building projects

e Inability to transfer or monetize assets to raise capital
e Current housing need estimated at 5 million units
e Housing and construction projects create jobs
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Develop Housing and Construction
Ll 5 OIS gt

Policy Recommendations
doulud) Clua g
Goal: Stimulate construction and ease access to capital
Il (il 5 e J sl ppuati s elidl e gl (A4l
e Develop and implement modern land registry system

e Resolve property rights and land ownership disputes

e Facilitate business between U.S. and Iraqgi housing and
construction companies

e Establish building codes to promote safety
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Fight Corruption Auadl) AadlSs

Current Assessment
L",Jlal\ eﬁﬁﬂ

e Fuels distrust of government
e Inhibits business and investment
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Fight Corruption sl dadlS

Policy Recommendations
Aralped) L o
Goal: Reduce opportunities for corruption
Sasil) b 5 A

e Reduce government involvement in commercial sectors such as
gasoline and food subsidies

e Institute transparency and accountability at every level of
government

e Reduce the number of business registration requirements
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