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ABSTRACT

EDUCATION AND ECONOMIC GROW TH IN IRAQ, 1953-.1974

-

The main objective of this study is to assess the impact of

education on economic growth in Iraq over the years 1953-74. During
this period real GDP (excluding crude oil extraction) had risen
substantially from I.D. 219. 02 million to I.D. 1015, 09 million, that
is, an annual average growth rate of 16.5%. There had also been

a remarkable expansion in the educational system since the e.arly
1930!'s and the numbers of school leavers and graduates increased

at rapid rates. For this purpose the aggregate Cobb-Douglas

production function approach was adopted and annual time series

data on real GDP and such inputs as capital, labour, land and

education were used in the empirical estirmation.
The major finding of this work is that, considered as a quality

augmenting variable to the labour force, education does contribute

significantly to the growth rates of the GDP, and that this contribution
sterms from a positive, high and increasing marginal product to the
educational input. The policy implication that emerges from this
finding is that in order to sustain and promote higher rates of growth
of the GDP, the rapid expansion which had taken place in the
educational system should be encouraged and more resources should

be allocated to this vital sector of the economy.
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INTRODUCTION

Over the twenty two years period 1953-74 real GDP (excluding
crude oil extraction) had risen substantially from I.D., 219.02 million
to I.D. 1015, 10 million, that is, grox&;th over the entire period was
363.5%. There had also been a considerable expansion in the
educational system since 1930 and the numbers of students admitted,
enrolled and graduated rose dramatically. The primary objective of
this study, therefore, 1s to assess the impact of education on economic
growth during that period.

Chapter 1 provides a statistical background of the Iraqi economy
during the period under review. The first part (Section 1.1) shows

that although the size of the public sector increased rapidly during

the latter years of the period, the economy remained predominantly
a market economy. In such an economy commodity prices and factor

rewards were determined by the forces of supply and demand in their

respective markets. Iraq's population during those years increased
at a relatively rapid rate, rising from 5. 68 million in 1953 to 10,77
million in 1974. Meanwhile, the Gross National Product (GNP) at
current and constant prices rose ai:- éubstantial annual rates to reach
L. D, 3.324.40 million and I.D. 1.378. 38 million respectively by

the close of the period. Similarly, the Gross Domestic Product

in real terms (net of crude oil extraction) had increased at an
annual average rate of 16.5%. Since output growth, whether con-
sidered as real GNP or real GDP (net of crude 0il) rose at a much
faster rate than population growth, per capita real output increased

considerably over those years. One of the factors that led to higher

o, e, LY




growth rates was the successive economic plans, particularly those
that were implemented after 1961. The sectoral decomposition of
the GDP shows that growth was not confined to one sector of the
economy, but that there were variations in the growth rates among
sectors. There were also some differences in the pattern of growth
among sectors, for instance, growth in agricultural output and output
of the crude oil sector was characterised by cyclical fluctuations,:
but the trend was clearly upward.

The latter part of Chapter 1 deals with fiscal expenditures on
education and health. Statistical data show that fiscal expenditures
on education rose very sharply from I.D. 8.21 million in 1953 to
I.D. 132. 10 million in 1974. Hence, education ranked second only
to defence in the Ordinary Budget. In addition to these expenditures,
outlays on education by the successive economic plans increased
from I.D. 2.24 million in 1960 to I.D. 10.06 million in 1974. Likewise,
expenditures on health increased at a relatively rapid rate during those
years.

Chapter 2 highlights the development éf the schooling system
since 1930, In consequence of the rapidly rising demand for schooling,
stimulated by the large income differentials, and the enormous
increases in public expenditures on education, the educational system
expanded very rapidly. Hence, the numbers of schools, teachers
and students enrolled in each of the educational levels increased
substantially., For example, the primary school population rose
phenomenally from 34, 220 pupils in 1930 to 1.408.929 pupils in
1973, Secondary school population, on the other hand, increased

from 2. 082 students to 388, 624 students in 1973. Finally, the number




of students enrolled for first degree courses rose from 119 in 1930

to 584351 in 1973. However, the 1950's and 1960's witnessed a
remarkable expansioq in higher education, hence, while in 1952

only eleven colleges offered first degree courses, the number of
colleges increased rapidly and in 1957 the first university was
instituted When .all the colleges were brought together to form the
University of Baghdad., By 1968 the number of universities increased

to five and each of these provided courses in most of the major
disciplines. Moreover, in order to meet the growing demand for
higher education the Foundation of the Technical Institutes was
“established to provide first degree courses in such subjects as
agriculture, agricultural technology, public administration, engineexing
and other disciplines. Clearly, the development of the schooling system .-
meant larger and larger numbers of students completed primary,
secondary and tertiary schooling. These ultimately joined the employed
labour force and by so doing imparted quality improvement to labour

- which in turn constituted an important element in the production
process. .

Chapter 3 stresses the idea that expenditures on education are
investments in the future productive capacity of the labour force and
discusses two possible methods of measuring the returns to such
investments. The micro-approach, on the one hand, relies on the
calculation of the rates of return to investments in various levels
of schooling. OSeveral studies were carried out to calculate thel rates
of return to investments in various levels of schooling in Britain,
but in these studies no adjustment for risk involved in the cash flow
streams was made. In addition, this method overlooks the non-
quantifiable benefits and costs of formal schooling. Finally, the

rate of return method involves the unjustified assumption that such




investment decisions are rational in the sense that they are based on a
careful comparison of alternative investment opportunities. It is
rarely, if ever, that individuals equate the yield on marginal expend-
iture on education with the return on marginal expenditure on any

other factor of production. On the otﬁer hand, the macro-approach
purports to measure the macro-returns that accrue to the society
from investments in formal schooling. One basic tool of measuring
these returns is the production function technique which was used in
this study to quantify the impact of education on national social output.
The Cobb-Douglas production function was preferred to other forrﬁs,
such as the Constant Elasticity of Substitution production function
because the former permits direct estimation of the parameters

after linearising the function by taking logarithms. The properties
of the Cobb-Douglas production function are discussed in Section 3. 2.3
and an exact specification of the economic model is given in the same
section. The statistical model is discussed in Section 3. 2. 4.

Finally, the latter part of Chapter 3 deals with the various adjustments
that were introduced to resolve the problem of the large efficiency
parameter, A; in other words the large ''residual'’.

Chapter 4 deals with the specification of the various factor -
inputs and the methods by which they were computed. The capital
stock, in real terms, was computed by the capital/output ratio method
which, unlike the perpetual inventory method, starts by establishing
a base year value of the capital stock. From the base year figure,
values for the preceding ' and ensuing years could be calculated,

given the availability of capital formation data. Compared to the




other method the capital/output ratio formula was found to offer
satisfactory results with short series of capital formation data.
Calculatéd_as such the capital stock of Iraq appears to have increased
continuously during the years 1953-74 and at a relatively rapid rate.

To obtain a continuous time series of the aggregate man-hours performed

during the years 1953-74 it was necessary to derive a time series
of aggreéate employment classified according to major sectors of
the economy, namely the aéri cultural, the services and the industrial
sectors. Assumptions relevant to each of these sectors were then

made in order to convert sectoral employment into sectoral man-hours

worked during these years. Finally, these were aggregated year by

year to obtain annual man-hours series for the whole period. The

time series for the land variable was derived from the agricultural |
censuses for the years 1953, 1958, 1?65 and 1971. These show that :
the land input increased continuously but slowly during the years

1953-69, then declined very rapidly during the subsequent two years.

In the last three years of the period 1972-74 it increased at a very

low annual rate. For computing the educational input variable the

educational attainment of the labour force by each level of schooling

———— A ey ——— — . i - — -

was calculated year by year for the whole period. These were then
weighted by the respective means of the income differentials. Finally,
these were aggregated on a yearly basis to obtain annual time series
of the educational input variable which were then deflated by the price

level to get the educational input in 1962 prices. Data show that this |

input increased continuously over the period and the rate of increase

was relatively high.




CHAPTER 1

THE IRAQI ECONOMY 1953-1974: A STATISTICAL BACKGROUND

The present chapter aims at furnishing a statistical background

of the Iraqi economy during the years 1953-74. A brief account of

the recent developments that have taken place in a number of relevant

indicators will, therefore, be presented. These include, among other
indicators, population, GNP, per capita income, major sectors of
the GDP, the major items of fiscal expenditures, etc. A discussion
of the conditions necessary for the growth of the educational system
will also be pursued.

These developments will be considered in money and in real
terms (1962 = 100). The choice of the year 1962 as a base year is
influencéd by the fact that 1962 was a shlooth year in the sense that
no extraordinary economic or political event had taken place. Finally,
comparisons will {requently be made between the sub-periods 1953.62
and 1963-72 and these will be compared with the latter two years of
the period. But let us now turn our attention to deal with the main

features of the economy.

l.1. THE NATURE OF THE ECONOMY

Prior to the revolution in July 1958 the economy was basically a

free market economy in which commodity prices and factor rewards

were determined by the forces of supply and demand in their respective

markets. In the main it was an agricultural economy and the country

was almost self-sufficient with regards to food-stuffs. During 1953«

1957 Iraq was a net exporter of wheat, barley and in some years rice.




Prices of food items in the home market were determined by relative
quantities supplied and demanded. In contrast, the manufacturing sector
was relatively small and rising demand for manufactured goods was
met through an open import policy which helped stabilise prices.
Although the Industrial Bank offered loans at low interest rate to
individuals wishing to invest in manufacturing industry, there was a
small demand for these loans mainly because of the higher profita'bility
in the import sector of the economy. Larger imports were sustained
by the tremendous increases in oil proceeds. These revenues also
promoted a slow increase in the size of the public sector whose value
added/GDP had risen from 11.75% in 1953 to 14.30% in 1956 at curfent
prices (1). The public sector'!s activity was concentrated in such fields
as Railway Lines, National Bus Company, National Airway, Electricity
Generating Stations, Education and Health.

The new regime in 1958 was determined to pursue and promote
a more balanced pattern of economic growth by channelling a larger
proportion of developmental expenditures to the industrial sectors -
public and private -' than previously. 7To promote private sector's
‘industrial expansion the Industrial Bank received larger allocations to
enable it to extend more funds to private investors at a low rate of
interest. Simultaneously, the public industrial sector was scheduled
to expand by setting up a number of new industrial plants. These were

specified in the agreements concluded between the Iraqi government

(1)

Hashim, J., Aumar, H. and Al-Manoofi, A. Evaluating Economic
Growth in Iraq 1950-70, Vol. I, Second Edition, Ministry of Planning,

Baghdad, 1970, p. 288,




and the Soviet Union, as well as in the agreements with other

(2)

socialist countries . Among these industrial plants were steel,

sulphur, sulphuric acid, agricultural tools and machinery, antibiotics,
etc. In the subsequent six years some of these projects were
abandoned, others came to fruition and several other projects were
still under construction.

In 1964, the government reorganised the department in charge
of industry and passed laws nationalising the commercial banks
together with several large industrial establishments including cement,
asbestos and tobacco, thus preparing the way for more extensive
government participation in.the industrial sector. By the end of 1965,
therefore, the ratio of public sector value added/GDP at current
prices had risen to 24.06%. At the end of 1968 the ratio reached
26. 10% .- This increase was brought about by the commencement of
production in the state owned footwear industry and the agricultural
tools and machinery at Alexandria and some other plants.

Production in several other publicly owned industrial projects
began in the early 1970!'s, such as food processing and food canning,
while in 1972 production commenced in the Mishraq Sulphur Deposit.
The import sector was gradually brought under public ownership and
this had the impact of redirecting investments from the private import
sector to the private manufacturing sector. As the Industrial Bank's

power to extend loans at low rate of interest was increased, investors

(2)

The Agreement for Economic and Technical Cooperation between
the Iraqi Government and the Soviet Union, Law No. 52, 1958, The

Iraqi Official Gazette No. 147, Baghdad, 9th May 1959.




~ 10 -

received additional impetus. Thus in 1971 the share of the public
sector value added/GDP at current prices fell slightly to 25.64%.
But owing to the nationalisation of the Kirkuk Oil Fields in 1972 and
the subsequent nationalisation of Mosul and Basrah Oil Companies
coupled with the start of production of crude oil in North Rumailah
under the .control of the Iraqi National Oil Company, the ratio had
risen to 34.78% in 1972 and to 50.63% in 1973 (3).

In conclusion, the two sectors had grown at a relatively rapid
rate but the private sector expanded at a faster rate during the years
1953-71, while the position was reversed during the years 1972-;74.
This meant that prices of a number of commodities were either
monitored or regulated, for example, prices of bread, dairy products,
detergents and some other items. In the factor market, the government
introducéd minimum wage legislation in 1958 which had influenced the
determination of wages of unskilled workers. In addition, salaries
of some of the civil servant grades were set by the government. As
to the capital market, businessmen had access to finance made
available by the specialised banks, such as the Industrial Bank and
the Agricultural Bank as well as the commercial banks., However,
growth in the public sector was strongly positively correlatéd with the
increase in oil revenues. Finally, one could conclude that the economy

remained essentially a market economy, particularly if we exclude

(3) The Gross Dome stic Product and National Income of Iraq 1964-74,
The National Accounts Department, Central Statistical Organisation

(CSO), Ministry of Planning, Baghdad, April 1976, p. 16.
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the oil sector. In such an economy prices of goods and factors
adjusted in response to the pressures of supply and demand. In 1973,
for instance, the value of agriculture output originated in the public
sector stood at I.D. 1l.91 million compared with I.D. 223.95 million

(4)

in the private sector "

1.2 POPULATION GROWTH

A major phenomenon was the rapid growth in population which
had risen from 5. 676 million in 1953 to 10,765 in. 1974, indicating a
rise of 89.7%. During the ten years 1953-62 the annual average
growth rate amounted to 2.87% compared with 3.24% in the subsequent
ten years. The rate had risen to 3.37% p.a. in the latter two years.
Over the entire period the annual avefage growth rate was 3. 1%.
However, Iraq's populia_-tion remained smaller than those of other

Middle Eastern countries, such as Egypt and Sudan whose populations

stood at 33,305 million and 15.389 in 1970 respectively, compared
(5)

with 9. 52 million in Iraq in the same year

() The Gross Domestic Product and National Income of Iraq 1964-74,

Op Cit, Pe 16-
(5) United Nations, Economic and Social Office, Beirut, '"Studies on

Selected Development Problems in Various Countries in the Middle

East''y New York, 1970, p.73.



Since migration and emigration were insignificant during the
whole period, the fast increase in population had been the outcome
of either a rapid rise in birth rate or a significant decline in death
rate or a combination of both. Birth rates, on the one hand, had
risen from 46.1 per thousand in 1953 to a peak of 49.0 per thousand
in 1962 and 1963 respectively, then taken a gradual downward turn
to reach 47.7 in 1972, and risen slightly to settle at 47.38 in 1974.
Death rates, on the other hand, declined steadily from 22.3 per .
thousand in 1953 to 18.3 in 1962 and to 15.2 in 1972, while iﬁ 1974
it reached 14.8 per thousand., These features are presented in

Table 1.1 below (6).

Table 1.1

Demographic data of .Irag, 1953-74

(7)

- Year Population Birth rates Death rates Growth rates
per per |
1000 1000 000!
1953 5676.3 46, 1 224 3
1962 7320. 8 49,0 18. 3
1963 7554, 0 49.0 17. 9 .
| [3.24 ]
1972 10074, 2 47.7 15,2 B B
1974 10765. 4 47. 8 . 14, 8 [3.37 7/

_See Table 1 in the Statistical Appendix.,

(6)

Tables presented in the text of Chapters 1 and 2 are summary tables,

while the corresponding detailed tables will be found in the Statistical

Appendix.

(7)

Figures in brackets / /] are annual averages.
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The increase in birth rate during the years 1953-63 was largely
due to improvements in health, sanitation and socio-economic conditions,
while its decline during the lattér part of the period had been caused
by the spread of education which encouraged the tendency towards
smaller families in urban areas, and by the increase in female partici-
pation in the labour force. Death rate, on the other hand, continued

to decline as a result of urbanisation, where medical facilities were
concentrated in urban areas, and of improvements in hﬂzgiene and ol
socio-economic conditions. Improvements in hygiene, which acted as
a preventive measure against the spread of infectious diseases such as
cholera, tuberculosis, smallpox, etc., were mainly due to the spread
of education and the expansion of the health service, public and private.
However, although the mortality rate decreased steadily throughout
the period it remained relatively high in comparison with that of Israeli
which had a rate of 6.0 per thousand in 1966 compared to approx. 16.0
per fhousand in Iraq(s). But the birth rate had risen at a suffi_ciently
high rate to generate a fapid increase in total population. Thus,
compared to other Middle Eastern countries Iraq had a higher population
growth than Egypt, Sudan, Saudi Arabia and Lebanon, which had 2. 5% p.:_-a:. ’

2.7%Dpea., 2.8%p.a. and 3. 0%p.a. during the yvears 1963.72 respectivelysg)

(8) Schultz, P.T. '"'"Fertility Patterns and their Determinants in the
Middle East''. Published in Economic Development and Population

Growth in the Middle East, Editors: Cooper C.A. and Alexander, S.S.,

Elsevier, New York 1972, p. 404,

(9)A1-Khalidi, KeA. The Role of Supply and Demand for Labour in the
Economic Development of Iraq 1957-80, Unpublished M. Sc. Dissertation,

University of Baghdad, May 1975, Table 5, p. 38.
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From the point of view of this study population growth is important

in the sense that a rapidly growing population provided an appreciable

!

ihnﬂow of pupils into primary schools. KEven though there had been
no one-to-~-one correspondence between the number of babies born
and the number of primary school entrants six years later, as no
universal’cdmpulsory system of education existed, population growth
had played a significant role in increasing the demand for formal

schooling. In this respect it acted as one of the conditions necessary

gyl L - -h"'h.q__

for the development of the educational system, though by no means

was a sufficient condition.

1.3 GROSS NATIONAL PRODUCT (GNP) AT CURRENT AND

CONSTANT PRICES, 1953 - 74.

Over the ten years 1953-62, GNP at current prices rose by an
annual percentage rate of 8.86% from I.D. 265,32 million in 1953
to I.D. 564.55 million in 1962. At constant prices, however, this
had risén from L. D. 299.47 million in 1953 to . D. 564, 55 million,
which represented an annual increase of 7. 58%. In the subsequent
ten years 1963-72 the rate slowed down to approx. 8.42% pP. a., thus
while in 1963 current price GNP stood at I.D. 562,50 million, it
had risen to I.D. 1252, 30 million. Real GNP during these years
rose from L.D. 544.12 million to I D. 987,94 million, which reflected
an annual increase of 5.92%. Over the latter two years 1972-:74,
GNP in money terms increased at a phenominal rate of 70. 5% 15. e
to reach L. D. 3324.40 million in 1974, This was largely due to the
spectacular increase in oil prices in 1973. Real GNP, however, had
increased at a much lower rate of 18.2% p.a. during the years 1972-
1974, to reach I.D. 1378.38 million. These features are presented

in Table 1.2 below.
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Table 1.2

Current and Real GNP, Average Annual Rates of Growth and per

capita GNP 1953-74

Mazillion

per capita

1. D. GNP
(I D. )
1953 | 265,32 46. 8 299,47 52. 8
[ 8.86 ] [7.587.
1962 564.55 | 1o77.2 564. 55 | 77. 2
1963 562, 50 74. 5 544, 12 72, 1
[8.42 7 [5.927
1972 | 1252.30 | T ] 124. 3 987.94 | 98. 1
1974 | 3324.40 | [70.5 7| 308.8 1378.38 | [18.27 | 128.0

See Tables 2 and 3 in the Statistical Appendix
Although the absolute yearly increments were comparatively
smaller in the first ten years than in the second ten years (1963-72),

the annual percentage increases were higher owing to the smaller

base in the former decade. This phenomenon is demonstrated in

Table 1.3 below.

Table 1.3

Current and Real GNP, Absolute Increments in GNP and Percentage

Increases 1959-60 and 1964-65

Current GNP Real GNP
Year | Million GNP 7,
I. D. (Million Increase
I- Di) |
1959 423, 89 418,15
1960 470,03 46. 14 10.9 464. 61
1964 | 675. 40 i, - 639. 60
1965 | 738.20 | 62.80 9, 3 699, 44

=L o g

See Tables 2 and 3 in the Statistical Appendix
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When the Crude Oil Sector was excluded from the GDP, that is,
0oil proceeds were regarded as pure rent or windfall, the GDP (net of
Crude Oil) in 1953 stood at I.D. 194,04 million at current prices and
I.D. 219.02 million at constant prices. This had risen to I.D. 448. 19
million in 1962, which represented an annual average increase of
10,01% at current prices and 8.77% in real terms. Over the subsequent
ten years the absolute figures had risen to I.D. 988. 80 million in
money terms and I.D. 790.09 million in real terms. This meant an
annual average increase of 8.43% and 6.07% respectively. As before,
the higher annual rates of growth in the first ten years compared to
those in the ensuing ten years was due to the low start in the former
period. For the latter two years current prices GDP (excluding crude
oil) had risen by an annual rate of 20.75% to reach I.D. 1412. 40 million
in 1974,' while real GDP (excluding crude oil) registered an annual
increase of 14.0% to reach I.D. 1015,09 million. These features

are presented in Table 1.4 below.

Table 1.4

Current and Real GDP (Excluding Crude Oil), Average Annual Rates -

of Growth and per capita GDP 1953.74
Current GDP (Excluding crude oil Real GDP (Excluding crude oil

Year{ Million VG per capita Million per capita

I. D. Increase GDP I. D. GDP

(I. Do) _ _ (I. D.)

1953 | 194. 04 | 34,2 219,02 38. 6
[10.01 7 [8.77 7

1962 448, 19 61. 2 448, 19 B - 61, 2

1963 428. 10 56.7 414,11 | 54, 8
/-81 43 -/ /-6- 07 7

1972 988.80 | - - 98. 2 790.09 | -  ~| 78.4

19741 1412, 40 [20.75 7 131. 2 1015.09 14.0 ] 04, 3

- See Tables 2 and 3 in the Statistical Appendix.
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Fach of the indices discussed above, namely real GNP and real
GDP (excluding crude oil) will, separately, be regressed on inputs
of capital, labour, land and quality improvement in the labour force,
in order to separately measure the sources of growth in the two

dependent variables. Formally the function is written as follows:

Q=f(K, L, N) Q = output
K = capital
I, = labour
N = land.

Education could explicitly be introduced into the function either

as a separate variable, hence:

Q=1f(K, L, N, E) where E = educational
input
or as a quality improvement in the labour force so that the function

reads:

Q= f (K, Lg, N) where q = the average
improveme nt
in the quality

of labour.

The primary aim of such an exercise is to investigate whether or
not quality improvement in the labour force had contributed to the

growth of real GNP and real GDP (excluding crude oil).



1.4 GNP AND GDP (EXCLUDING CRUDE OIL) PER PERSON, 1953-.74

As growth in current and real GNP had surpassed population
growth during the entire period, it is clear from Table l. 2 that per
cap'ita GNP at current and constant prices had risen from I.D, 46. 8
and I.D. 52.8 in 1953 to I.D. 308.8 and I.D,. 128.0 in 1974, respectively.
The percentage increase attained was 559.8% at current prices and
142.4% in real terms over the entire period. Hence the annual
average rate of growth in per capita GNP amounted to 10.7% at
current prices compared to 4.6% at constant prices.

Similarly, per capita GDP (excluding crude o0il) had risen
substantially from I.D. 34.2 at current prices and I.D. 38.6 in real
terms to I.D. 131.2 and I.D. 94.3 over the twenty two years period,
(see Table 1.4). This represented an increase of 284 0% at current
prices and 144.0% at constant prices. Expressed as annual average
growth rates, theSe stood Lat 6.97% at current prices and 4.70% at
constant prices.

The relatively rapid rise in real output per person was coupled
with an increase in the shares of the various income groups across
the spectrum; but the higher income groups had improved their share
in real output at a faster réte than the lower income groups. This
meant that the gap between the higher and the lower income groups had
widened over the period. Principally, this was due to the fact that
economic policy did not incorporate measures to redistribute income

(10}

in favour of the lower income groups .

(10) Al-Tuama, N.H. Economic Growth and the Distribution of Income

in Iraq 1953-71, M.Sc. Dissertation, University of Baghdad, June

1975, Chapters 4 and 5.




1.5 PLANNING ECONOMIC GROW TH, 1953-74

As early as 1950, and in anticipation of increased oil revenues,
the Iraqi government established a Development Board which was to
receive the total revenues from oil to'be spent directly on development
projects. The Board produced a five year plan for the period 1951/52
- 1955/56;, anticipating a revenue of I.D. 95,1 million and estimating
expenditures at I.D.65.7 million, of which 70% "were earmarked for
water resources, flood control and transportation projects. Before
implementation got under way the Board replaced the first five years
plan by a new six years plan covering the period 1951/52 - 1956/57.
This second plan provided for revenues of I.D. 168.7 million and
expenditures of I.D., 155.4 million. The projected share for waterworks
and transportation continued to -figure very high, amounting to a full
two-thirds of total expenditures. The development programme was
once more revised and a new five years plan covering the period
1955/56 - 1959/60 was prepared and enacted into law in 1955, Once
more both revenues and expenditures were revised upward, the former
projected at I.D. 215.7 million and the latter at I.D. 304, 0 million (11).
But almost a year later this plan was replaced by still another, based on
a new projection of higher oil revenues. The fourth plan covered the
six years period 1955/56 - 1960/61, and provided for an expenditure
of I.D. 500,0 million and a revenue of I.D. 390,0 million. This was
the plan in force when the revolution occurred in 1958. A feature of

the Development Board plans was that they were expenditure plans

and, therefore, did not project specific rates of growth.

(11) Badre, A.Y. '"The Economic Development of Iraq'', published

in Economic Development and Population Growth in the Middle kast,
edited by Cooper, C. and Alexander, S., Elsevier, New York 1972,
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The new government in 1958 abtolished the Development Board
and replaced it by the Ministry of Development. The latter decided
to continue the impleméntation of certain projects already under way
and to hold off on others until a new development machinery was
established. The following year the Ministry of Development was
replaced by a new Ministry of Planning. Only 50.0% of the oil revenues
was to be used for financing development. In 1959 the Provisionai
Economic Plan was formulated to cover the four years period 1959/60
-~ 1962/63, with authorised expenditures of I.D. 393, 0 million.. Like
the previous plans, this did not specify a target rate of growth.

Two years later this plan was replaced by a more detailed five

years plan covering the period 1961/62 -~ 1965/66. Total budgeted
expenditures in this plan, known as the Detailed Economic Plan, was
placed a'.c I.D. 556.3 million, of which .I.D. 315. 8 million was to come
from o0il revenues. Loans from socialist countries were to provide
I.D. 77.3 million. The plan projected the doubling of national income
within a period of ten years, that is, a rate of growth of 10.0% p.a.s
It also involved a shift of emphasis away from flood control and
irrigation projects into manufacturing industry, transport and
Ve communications and agriculture. As it turned out, however, actual
_—investment expenditures were substantially less than allocationS. This
had been primarily the result of a cormbination of initial inexperience,
administrative incompetence, frequent political changes and the
continuation of the war in the North of Iraq. Consequently, the GNP

had risen at an annual rate of 9.73% at current prices and 8.65% at

constant prices.
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In 1965 a new plan was adopted to cover the five years from
1965/66 - 1969/70. Expenditures under this plan were budgeted at
I.D, 820.0 million, that is, I.D, 140,0 million per year. The target
rate of growth was set at 8. 0% p.a. .Priorities were given to
industrial and agricultural sectors, each of which received an

allocation of I.D. 159.0 million and I.D. 157.0 million during the

plan period respectively. Nonetheless, actual investment expen&itures

fell considerably short of allocations, amounting to I.D. 446, 67 million,

that is, 54.5% of total appropriations. Thus, the realised rate of
growth stood at 7.2% p.a. at current prices and 6.1% p.a. at constant
prices.

The five years Comprehensive Economic Plan was announced in
1970 to cover the period 1970-1974 inclusive. Total expenditures were
estimatéd at I.D. 1144.0 million for the period (12). Of this amount
50.0% was to come from oil revenues; the balance was to be provided
by socialist countries! loans, state organisations and the private sector.
Particular emphasis was placed both on the revitalisation of the
agricultural sector, which was to receive 41.0% of total public invest-
ments, and on the industrial sector, to which was allotted 35.0% of

the allocation. The plan projected an annual increase in national

(12) Originally the figure was set at I.D. 973.0 million, but it was

adjusted upward because of the rapid increase in oil proceeds;

particularly after the Tripoli and Tehran Agreements with the Oil

Companies in 1971,

T ek it
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income of 7. 1%. But due to the gigantic increase in oil prices in 1973
the annual average growth rate during the five year period stood at
33.9% at current prices. In real terms, however, the average
percentage increase stood at 10.2% p.a., which means that the target
rate of growth was attained in money and in real terms. The large
discrepancy between annual growth rates at current and constant prices
over the period was attributable to the tremendous discrepancy between
the international price indices of crude o0il and the domestic price
indices of crude oil. The international price of crude oil quadrupled

in 1973, while the domestic price of crude o0il rose at a much lower
rate. Thus, if we had considered the internal price of crude oil the
discrepancy would have been much less and the current GNP in absolute
terms would have been much lower.

Clearly, economic planning, particularly from 1961 onwards,

had contributed a great deal toward achieving a faster rate of economic -

growth.

1.6 THE ANATOMY OF ECONOMIC GROWTH, 1953-74.

This section will provide sectoral decomposition of the GDP into
its basic components, which will enable us to shed light on the
performance of each of the major sectors and their respective
contribution to the GDP. In addition, this will permit the examination
of the dominant role of the crude oil sector in the national economy

during the twenty two years period.
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1. 6.1 Agriculture

Over the twenty two years period agricultural production in money
terms increased from I.D. 71.50 million in 1953 to I, D, 284. 00 million
in 1974, that is, an annual average rise of 8.3%, while constant prices
output had i;lcreased from I.D, 80,70 million in 1953 to I.D. 172.60
million i-n 1974, indicating a growth rate of 5.4% p.a. For the first
ten years, however, annual growth rate averaged 9. 8% at current
prices and 8.8% at constant prices. During the subsequent ten years
the annual growth rate decreased to 7.6% at current prices and 4. 6%
in real terms. DBut due to adverse weather conditions and the sharp
decline in the flow of the Euphrates river agricultural output fell in
1973 by 16. 1% in money terms and 21.0% in real terms. In 1974
output experienced substantial increases amounting to 25.7% and 9. 1%
at current and constant prices respectively. Output per head, on the
other hand, rose from I.D. 12.6 in 1953 to I.D. 26.4 in 1974 at current
prices, while in real terms it had increased from I.D. 14.2 in 1953
to I.D. 16.0 in 1974. The contribution of this sector to the GDP varied
cyclically over the period, thus, while in 1953 its contribution amounted
to 22. 1% at current prices, it decreased to 16.3% in 1963, but rose to
19.4% in 1972, following which it declined dramatically to 8,0% in

1974. In real terms the pattern was very similar, hence, while in

1953 the share stood at 22.1%, it decreased to 16.3% in 1963, but twisted

upward to 18.4% in 1972 following which it declined to 12.2% in 1974

(see Table 1.5 below).
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Table 1.5

Agricultural Output, Average Annual Growth Rates, Output per Head

and Share in the GDP at Current and Constant Prices, 1953-1974.

Current Prices l Constant Prices
Year| Agricul- %o per | Share | Agricul- %o Share
tural capita in tural in

output Change| output | GDP output Change | output| GDP
(Million (Million ”
I- D-) | (I-Dl) 0/0 IlDi) 070 :1
1953  71.50 12.6 [22.1 | 80.70 14.2 | 22.1 E
[9.8 7 /8.8 17 y
19621 140, 38 B B 19.2 | 21.3 140, 38 B "1 19.2 | 21.3 i
1963 | 109, 30 14.5 | 16.3 105,72 14.0 | 16.3 E
[1.6 7 [4.6 ] |
19721 269.40 B B 26.7 19. 4 200. 39 ) | 19.9 18. 4 g

1974 | 284.00 /:2.5. 7_7 26. 4 8. 0 172.60 | /9.1 7] 16.0 12,2

See Table 6 in the Statistical Appendix.

Although there was an upward trend in agricultural output, year-

- to-year cyclical variations persisted throughout the period. Several
factors accounted for these fluctuations, including floods, the insufficient
and untimely rainfall in some years, the fallow system of cultivation,
etc. Fluctuations in agricultural output induced oscillation in the
incomes of those eng‘aged in agriculture and therefore in the demand
for agricultural and non-agricultural commodities. Similarly, the
share of agriculture in the GDP varied cyclically over the period.

This was the outcome of not only the changes in agricultural output but
also the much faster growth rate - notably in 1974 - of the value added

crude oil sector compared to that of the agricultural sector.
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Over the years, there emerged a growing realisation that intensive
efforts were necessary not only to eliminate cyclical fluctuations in
output and income but to accelerate the growth of agricultural production
too. This view was instigated by a number of factors. Firstly, that
sooner or later crude oil will deplete and that the country will be
deprived of one of the most important sources of income. Thus, it
was felt that the opportunity to develop and harness other inexhausi:ible
resources should.be ceased. Secondly, that a major proportion of
the population earned their living in agriculture and, therefore, a rapid
and sustained growth in agricultural output and income would be of great
benefit not only to the inhabitants immediately affected but to the
country as a whole. Thirdly, economists who advised the Iraqi
governments in the 1950's maintained the view that Iraq had comparative
advantage in the production of agricultﬁral commodities such as wheat,
barley and rice.

Clawson, Landsberg and Alexander advocated a comprehensive

agricultural policy to deal with the immense problems encountered
by Iraqi agriculture (13). They pointed out that isolated measures to
overcome these problems were bound to lead to temporary improve-
ments in agricultural production but that in the long run these
improvements would fade away. Hence, the only course of action

was a fully fledged agricultural programme encompassing all the

essential ingredients such as desalinating the soil, increasing the

(13) Clawson, M., Landsberg, H.H. and Alexander, L.T. The

Agricultural Potential of the Middle East, Elsevier, New York, 1971,
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acreage of irrigated lands, an intensive use of agricultural land,
better management and marketing, the introduction of improved
varieties of seeds, wider use of chemical fertilisers, a more extensive {s
use of agricultural implements and machinery, wider use of insecticides
and weed killer materials, improvement of health and the expansion
of the educational facilities in rural areas - particularly vocational
education , the provision of incentives to skilled personnel to move

(14)

to agriculture, etc. To these must be added the essential measure
of speedy and effective implementation of the Agrarian Reform Law of

1958 and the Agrarian Reform Amendment Law of June 1971. The [:
' original law of 1958 had the triple objectives of more equitable land ;i

distribution, rent control and the establishment of minimum wages for

agricultural workers., With regard to land tenure, it stipulated that

maximum personal holdings should be ‘lirnited to 1,000 donums

(620 acres) of irrigated land or 2,000 donums of rainfed land. All
holdings in excess of these limits were to be confiscated and redistributed
to individual holders in lots ranging between 30 and 60 donums in

irrigated land and double that amount in rainfed. land (15). The Whole

et o p— m W = - mr - a - .~ — - - -

operation was to be completed in five years. The Agrarian Reform

Amendment Law of 1971 reduced the maximum limit of personal holding

to 1,000 donums in the rainfed areas or 500 donums in the irrigated

(14) These measuresnecessitate the allocation of substantial amounts

for investment in this sector.

(15) Agrarian Reform Law No. 30, The Official Gazette No. 4.,

30th September 1958, Baghdad.
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areas. However, progress in confiscation and redistribution was very
slow, hence, by 1970 only 4.2 million donums {out of 12.0 million)
were acquired and much less was redistributed. At the end of 1973 rf
approximately 9.7 million donums were confiscated but only 5, 2

million donums were allotted to individual holders. An effective
implementation of the Agré.riaﬁ Reform Laws would reduce the mis-
management associated with the vast concentration of land ownership.

It would also provide iIncentives to the recipients of the small plots to
put more effort into their individual holdings and this might result in

an increase in agricultural output. Finally, the laws constituted a move
- to a competitive policy, since they did not stipulate price regulation

of agricultural commodities.

Such measures, if implemented, would accelerate agricultural

output, income and employment, since at a very low level of income
the marginal propensity to consume tends to be very high. Conseque'ntly
the circular flow of income would be enhanced and the market for

agricultural and non-agricultural commodities will expand.

l1.6.2 Manufacturing Output.

Manufacturing output in money terms increased from I.D. 20,63
million in 1953 to I.D. 165.60 million in 1974, that is a rise of just
over 700,0%; while in real terms this had risen from l.D. 23. 29
million in 1953 to I.D, 140,68 million, tﬁat 1s an increase of 504,0%.

For the years 1953-62 the annual growth rate was 14.4% at current
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ten years 1963-72, the rate declined to 7.9% p.a. at current prices,
while in real terms the annual growth rate stood at 5.6%. In the
latter two years annual growth rates were 8.9% and 11.6% at current
and constant prices respectively. For the period as a whole average
annual growth rates were 10.3% and 8.7% in money and in real térrﬁs
respectively.

Clearly, output growth was faster than population growth over
the twenty two years period. Hence per capita output in money terms
increased from I.D. 3.6 in 1953 to I.D. 15.4 in 1974; while at

constant prices this had risen from I.D. 4.1 in 1953 to I.D. 13.1 in

1974. In 1963 the absolute level of output decreased slightly, in money

and in real terms, because of the two political changes that occurred

in that year. The share of manufacturing output in the GDP had risen

steadily during the years 1953-73 (with the exception of the year 1963).

Thus, in 1953 the share was 6.4% in money terms compared to 10.0%
in 1973; while in real terms this had increased from 6.4% to 10.8%.
But as a result of the phenomenal increase in oil prices and output in
1974, the percentage contribution decreased to 4.7% and 9.9% at
current and constant prices respectively. These features are

summarised in Table 1.6 below.
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Table 1.6

Manufacturing Output, Average Annual Growth Rates, Ou:tput per Head

and Share in the GDP, 1953.74

Year Current Prices Constant Prices
Manufac- Share
turing in
output GDP
(Million
Ii Dl) 070
1953 ] 20.63 6. 4
[[14.4 7
1962 66. 94 " B 10. 2
1963 66. 10 9.9
[7.9 7
1972 ] 140,00 - 10. 4
19741 165.60 [8.9_7 9.9

See Table 7 in the Statistical Appendix

Industrial output (excluding oil), that is manufacturing output,
building and construction and electricity, water and gas, followed
much the same pattern as manufacturing growth. Thus, output in
money terms grew over the entire period from I.D. 33.36 million in
1953 to I.D. 306. 10 million in 1974, expressing a rise of 817.6%. In
real terms, this had risen from I.D. 37.66 million in 1953 to
I.D. 225.80 million in 1974, indicating an increase of 500.0%. Output
per head increased from IL.D. 5.9 in 1953 to 1I.D, 28.4 in 15974,
compared with a rise in real output from I.D. 6.6 in 1953 to I.D. 20.1
in 1974. The ratio of industrial output value added/GDP in money
terms rose from 10.3% in 1953 to 14.6% in 1973, but declined to

8.7% in 1974 owing to the vast increase in the value of crude oil.

—
. [ — T R e
. _ d .
' '

B T a4 o e e e e
emme 4 - [ ' R .

AR W ST L v el T, SRS, e -
- = i LT . LR - a - - - ' . [ —

_-——l-"'—-"""'ll
.
O T -

mm B ek g e ey e e B HEE
I S i il

)
el el e R, R . Ll W] e N WEE TR T, St ) i e o

P L R A e o LRl SR N
- . f
et - - B 4 " .




- 30 -

However, at constant prices the percentage contribution of industrial
output to the GDP had increased from 10.3% in 1953 to 15.9% in

1974. These features are presented in Table 1.7 below.

Table 1.7

Industrial Output, Average Annual Growth Rates, Output per Head

and Share in the GDP, 1953.74

Current Prices Constant Prices

| Year |Industrial s Output Share | Industrial

output Change per 1n output

(Million head GDP (Million

I.DI) (IiDi) CVG I.DI)
1953 5.9 10. 3
1962 12. 6 14, 0
1963 12. 1 13,7
1972 19.7 14, 3
1974 28, 4 8.7

See Table 8 in the Statistical Appendix 1

The growth in industrial output over the period was largely due to
increased capital investment in this sector - particularly after 1958 -
and to the growth of employment that had taken place during the period
under consideration (see Table 4.2, Column 3). Promotion of faster
growth rate in this sector is seen by many as an essential measure
to balance the composition of the economy by reducing the dependence

on crude o0il exports.
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1.6.3 Crude Oil Output

In terms of value added / GDP this had been the dominant sector,

while in terms of employment it absorbed a very small proportion of
the employed labour force (16).

Crude oil output in money terms rose from I.D. 128.91 million
in 1953 to I.D. 2123.0 million in 1974, reflecting an increase of .
1546.8%. In real terms the increase amounted to 177.2%, rising
from I.D. 145.50 million in 1953 to just under I.D. 403,40 million
in 1974. During the years 1953-62 crude oil output in money teﬁns
registered an annual growth rate of 7.4%. compared with 8.0% in
the years 1963-72. At constant prices, however, the annual growth
rate was 6. 1% during the years 1953-62, compared with 4.2% in the
years 1963-72. For the years 1973-74 the rates were 158.5% and
17. 6% p.a. at current and constant prices respectively. Per capita
output increased dramatically from I.D, 22.7 in 1953 to I.D. 197. 2
in 1974, while real o-utput per head had risen from I.D. 25.6 in 1953
to I.D. 37.5 in 1974. The ratio of value added / GDP fluctuated
cyclically over the period because Qf the Arab-Israeli wars of 1956,

1967 and 1973, and because of the nationalisation of the Iraqi

Petroleum Company in 1972. Thus, in money terms the ratio fell

from 39.9% in 1953 to 28. 8% in 1972, then increased to 60,.0% in 1974,

At constant prices, however, the ratio declined from 39.9% in 1953 to

27.5% in 1972, then rose slightly to 28.4% in 1974. These features

are shown in Table 1. 8 below.

(16)

This means that the oil industry was a capital-intensive industry.
One must also add that the oil industry did not depend on dome stic

provision nf capital, s¢& capital investment was undertaken by the

multinational oil companies.
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Table 1. 8

Crude Oil Output, Annual Average Growth Rates, per capita Output

and Share in the GDP, 1953.74

Current prices Constant prices
Year | Output | Yo per capita | Share Output v per capita Share
(Million | Change output in GDP | (Million | Change | output in GDP |

I. D.) (I. D.) %o I. D.) (1. D.) %o

1953 22. 7 39.9 25. 6 39.9
1962 28,7 31.9 28. 7 31,9
1963 32. 1 36, 2 31, 1 36, 2
1972 39. 7 28, 8 29.8 27.5
1974 197. 2 60, 0 37.5 28. 4

See Table 9 in the Statistical Appendix

However, the 1952 agreement between the Iraqi government and
the multinational o0il companies provided an equal division of profits
on crude oil production. This meant that approximately half of the
value added crude oil was transferred abroad and this was the under-
lying cause behind the large magnitude of the item '"Net Factor Payment
Abroad'' in the national income account. Undoubtedly, however, net
oil proceeds to the Iraqi government had risen substantially over the
period (except the years 1956, 1967 and 1972). Oil revenues increased
from I.D. 57.75 million in 1953 to I.D. 95. 12 million in 1962, while in
the subsequent ten years these had increased from I.D. 110.05 million

in 1963 to I.D. 251.60 million in 1972, that is an increase of 127.0%.
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In the year 1973 oil revenues had more than doubled rising from

I.D. 251.60 million in 1972 to I.D. 519.30 million in 1973, Per capita
0il revenues over the years had risen from I.D. 10.2 in 1953 to

I.D. 13.0 in 1962 and to I.D. 14.6 in 1963. In 1972 this stood at

I.D. 25.0 and this had doubled during the year 1973, totalling I.D.49.9
per head.. As a proportion of the GNP oil revenues percentage share
-increased from 21.5% in 1953 to 34.5% in 1973 (see Table 13 in the
Statistical Appendix).

The substantial growth in oil proceeds stimulated a rapid increase
in gross capital formation. Hence in money terms this had increased
from I.D. 82.20 million in 1953 to just over I.D. 305. 61 million in
1974 (see Table 21 in the Statistical Appendix). In addition large
oil proceeds facilitated a rapid rise in aggregate consumption. The
country,- therefore, did not often re sort to squeeze aggregate

consumption to sustain large investment expenditures. Finally, oil

revenues provided the major source of foreign exchange earnings which

enabled the country to finance large and growing import programmes.

l.6.4 Wholesale and Retail Trade.

Compared to other sectors in the distribution trades this was the
largest in terms of value added. In money terms this amounted to
I.D. 17. 85 million in 1953 and had increased to I.D. 156.00 million
in 1974, that is a rise of 774.0%. At constant prices value added
rose from I.D. 20.15 million in 1953 to I,D. 112.71 million, indicating
a growth of 459.4%. Over the ten years 1953-62 the growth rate in

money terms was 9.5% p.a. compared to 11.5% p.a. during the years

. i . . -
b - ] ) .




- 34 -

1963-72. While annual growth rate in real terms amounted to 8. 2%
during the period 1953-62 and this moved upwards to reach 10.1%

in the subsequent ten years. For the latter two years annual growth
rates in money and in real terms reached 22.9% and 16. 1% respectively..
Similarly, per capita value added in money terms had increased from
I.D. 3.1'in 1953 to I.D. 14.5 in 1974. At constant prices this had risen
from IoD. 3.5 in 1953 to I, D, 10.5 in 1974, The contribution of thlis
sector to the GDP at current prices increased from 5.5% in 1953 to
7.4% in 1973. As a result of the gigantic growth in value added crude
oil in 1974 the percentage share fell to approximately 4.4%. In real
terms, however, the percentage contribution to the GDP rose from

5.5% in 1953 to 8. 0% 1in 1974. These features are summarised in

Table 1-9 belOW-

Table 1.9

Value Added Wholesale and Retail Trade, Annual Average Growth Rates,

per capita Value Added and Share in the GDP, 1953-74,

Current prices Constant Prices
Year | Value 70 per capita|Share per capita
Added value in value
(Million | Change added GDP | (Million |{Change added

1953
1962
1963
1972

1974

I. D.) (I. D.) Yo I.D,) (I.D,)

3- 1 5- 5 20- 15 ’ 3- 5

[9.57 [8.27
5.3 5.9 | 38.56 | T T 5.3
4'8 5.4 34! 72 4.6
10. 2 7.4 84.18 |~ ) 8. 4
[22.97] 14.5 4.4 | 112.77 |[16.1] 10.5

~ See Table 1‘1 in the Statistical Appendix
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Until 1970 this was largely a privately operated sector, but in
order to effectively control the level of imports State Organisations
were set up in the 1970's to import a large number of items. This
government policy had the effect of controlling imports and redirecting
private sector savings toward investments in small scale import
substitution industries, such as textiles, plastics, dairy products,
food processing etc. Thus government control over imports provicied

an indirect encouragement to individuals to take risks and this resulted

in greater employment opportunities and higher manufacturing output.

l. 6.5 Transport, Communication and Storage.

-~ In terms of value added this activity ranked second to Wholesale |
and Retail Trade amongst the distributive sectors. Current prices value
added increased from I.D. 21. 37 million in 1953 to I.D. 99. 60 million
in 1974, reflecting a percentage growth of 366. 1%; while value added
in real terms increased from I.D. 24, 12 million in 1953 to I.D.

71. 83 million in 1974, that is a percentage growth of 197.8%. The
annual average growth rate in money terms decreased from 9. 3% during
the years 1953.62 tc 7. 8% for the subsequent ten years. This rate
remailined the same over the latter two years 1973-74. In real terms
the annual percentage growth rate declined from 7.9% in the years
1953-62 to 3.9% in the following ten years. For the latter two years,
1973-74, the growth rate rose slightly to reach 5.0% p.a. Per capita
value added in money terms increased from I.D. 3.8 in 1953 to 1. D.
9.3 in 1974; while in real ternis this had risen from I.D., 4.2 in 1953

to I.D. 6.7 in 1974. The contribution of this sector to the GDP had
declined in money and in real terms. Thus, while the percentage share

in money terms stood at 6 6% in 1953, it fell to 5.8% in 1973 and was
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down to 2. 8% in 1974. In real terms the decline was less dramatic
as the percentage decreased from 6. 6% in 1953 to 5. 1% in 1974.

Thése.:features are summarised in Table 1. 10 below.

Table 1. 10

Value Added Transport, Communication and Storage, Average Annual

Growth Rates,per capita Value Added and Share in the GDP, 1953-74,

Current Prices Constant Prices

Year{ Value Yo per capital Share per capita] Share
Added value in Added value in
(Million | Change added GDP | (Million | Change
I. D.) (I. D. ) % I.D.)

1953 | 21. 37
1962 | 47.02
1963 | 48. 80
1972 | 85.90

1974 99. 60

See Table 10 in the Statistical Appendix

1, 6,6 Public Administration and Defence.

This was the largest sector amongst all of the services. Moreover,
the growth rate over the period was higher than the remainder of the
economy. This stood at 1441.8%, for in money terms value addéd
increased from I.D. 18.29 million in 1953 to I.D. 282. 00 million in
1974. Value added in real terms increased from I.D. 20. 65 million
in 1953 to I.D. 221.99 million in 1974, representing a rise of 975.0%.

The annual average growth rate at current prices was 14.2% for the

g — h
i

o R T

L L 1 L . [N L [ ]
ur
B T L S S - Y S T L S o o o




Value Added Public Administration and Defence, Annual Average Growth

Current Prices Constant Prices
Year Value % per capita| Share | per capita] Share
Added value in Added value ]
(Million {Change added | GDP | (Million | Change added

. 1953
1962
1963

1972

1974 |

years 1953-62, which decreased to 8. 8% in the subsequent ten years.
Over the latter two years the growth rate rose dramatically to 48. 1%
p.a. At constant prices, however, the annual rate of increase was
slower, being 12.7% for the years 1953-62 compared with 8. 1% for the
ensuing ten years. The annual growth rate rose sharply to 32.9% over
the latter two years. Per capita value added in money terms increased
steadily from I.D, 3.2 in 1953 to I.D. 26.2 in 1974; while in real ‘éerms
this rose from I.D. 3.6 in 1953 to I.D. 20,6 in 1974. Owver the period
the percentage contribution to the GDP in money terms had risen from
505% in 1953 to 8.0% in 1974. At constant prices the percentage rose

substantially from 5.7% in 1953 to 15.6% in 1974, These features

are shown in Table 1.11 below.

Table 1.11

Rates, per capita Value Added and Share in the GDP, 1953.74.

I. D.) (I. D.) % I.D.) (I. D.)

18. 29 3.2 5.7 20. 65 5.7
[14.27

59,76 8. 2 9.1 59.76 9.1

67. 40 8.9 10. 1 65. 21 10. 1
[ 8.8 7

136. 00 N - 13. 5 9.8 '128.31 11. 8

282.00 | [48.1 7 26.2 8.0 221.99 15. 6

See Table 12 in the Statistical Appendix l
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A feature of this sector was the rapid growth of employment
throughout the period which had been greater than that achieved by

the industrial sector.

In conclusion, it is clear from the above presentation that aggregate
output - w.hether considered as real GNP or real GDP (excluding oil)
- had displayed cyclical changes; These were caused mainly by the
fluctuations in outp