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PREPACE

Tae increasing coaplexity of modern economic life dus to the
devalopaeat o sozaerces and industiry, the sreslbt inequalities in in-
divicual s:lth and incoasz z2nd the broudening of class distiactién,
acuzlad sita tos zradual davslezaent of scc.al idsals of justize
apd equity and the outburat of denceradic and socialistic seati.ents,

nave-resulted in the incro;sinﬁdeaand for coaaunal sowgaxling and the
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Zovaing Tilead of Stave activiity., Turthzracrs, toé growing Iedog=
nition of ths faulis of acd:rn cwpitbailsa azs e de23ire to reiedy
i@l Cavae drawn Lle 2htenticn o many econcaists and sccial refor-
'a:ru Lo 5:e& 30L.7ioas tuprousn fiscal polisy., It is now held by many
touxt fiscal poliey can b2 utiliszad &9 aa-lioruve existi.z social and

gconomic zonditions,

Jhe inere gse or wovernaent intecsfepenze and fovernaent functioas

-

aa3d r.s.lved ig & coatinous _rowii of public sasenditur: waich in
tarn necessisted .. levy of mcre ravenue, ©n the other hand, tax
bases have varied as the {factors abv fas founduation of the ecoacaic
end sugial 1life anave caanasad,

in tne last fow decad2s an anoradus ilterature on public finan~
¢ce has b.en written. 3Sizecial atventlon has been focused on the
gocial and econoaie eflects of different forms of taxatiomn., Coa-
ploenensive svudies of fiscal theorises and nroblems have baern made,

Detaiied svudi=s on tue fiscal systeams of different countries have




vi

baaen carcried out; policles criticised and aug:-esticons offsred.
dHowever, fiscal probleas have not y2t atirscted any serious
atteation in Irag, partly becaugse of the relative siasiicitybf
conosic life, partly becauss of ignoraace, and Lartly becauss
soéial gconsciousnass haa not yet fully developed., o detaileid
3elsatvific study of tae Fiscal 3ystes of Iraq has yof beun yub-
lisaed., This tueais is az actteapt to £il11 this iaportant gap.
It aiss to describe and analisze the Iragqi fiscal systsa,

The Lizay cihapter is devoted to the study of the budset.

Tne secund and toire chanters ars devoted to public excendigure

and uvuablis Ievenusz -2spectively. Chapters four a=ad to ten deal
vith taxation—@hapbor IV, tae building and the building sites tax,
gaapter ¥ custons and excisge autiss, zaaplter VI, the inzcue tax,
cuapber VIL, land rent and savsl rignt, cnapter Vill, the Istianlak
taX on agrizuivtirzl sad asbthural ceocduse and tae Isvinlakx tax on
aaclmals aad aaizal produce, caanter IX, the staap tax and vpe radic
tax, ohaptar X is devoted to a discussion on tae ﬁggia; ac:ocunts
aad finagcisl positioa, Finall,, taz lasty caapter coutiins a Bum;
aary and a ecaciaaica.

L an eapacially icdected to Prof. Séid B, diaaden uader whose
supervision tuis wor< has deen coampleted, I aa also indebted to
all unose offféials in tne Directorate General of Revernue, who helpea
48 ia soliscting tha data for btuis tnesis, aspecially to idr, ALl
duatag, the n2ad o toe dapartaeant and a former nlnister of finance,
for nis kiud assilstance and the s3»eczial interest he has shown in
Ay work.

Selia E. Miailiam

American University of Beiru§
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CHAPTER I

THE _BUDGET

I. INTRUDG.TICN

The tera "Budget™ 1a usuai.y defined as a docuusat contain ug
a prelisiasry zpprove? plan of public revenues and expendituressl)
Professor iLutvz dafl-:8 +he budget as "a coaprehlasive progeam
of .xpeaditvures and revenues, prepared and ap.roved ia advance of
the opsrations to be conducted under it&g) Any ;udget'thag should posses
tune following essential characteristies: In the first place it should
be & stata.lent forecasting revenues and expernditures. In the second
glase 1t shoula co.taln an authorization or an order »y coupetant
Qutnorities 0 1aske or resicve the designated expeudivures and

revenues., And lagtly it must be of a liasited duraticn,

The annual budget estimates of public revenue and public ex-
penditure in Irag aré"sanctionad by an snnual law known as the
Budget Law; e.g, the General Budget Law No.&#0 of 1541, and the
General Budget Law No.31, of 1942, However, the difference between
the budget as such and fhe Budget Law is thatof form rather than
tnat of substance., Both the budget and the Budget lLaw are statements

r

(1) Rene Storuam, Le Budget, (Translated from Prench by Walter
MoCabb, D, Appleton Company, Londeon, 1917), p.2 See also
the kncyclopaedia of the Social Sciences, Vol, III, p.527.

(2) Harely Lutz, Public Pinance (D, Appleton and Com London
1936), p.12d & PR '




(2)

containing full pariculars of the estirated revenues and expenditures,
but the former is a mere ordinary statesent whlile the latter is a
legal statement havding the status of a law.

A Coaplete sudy of budget procedure in Irag, necessitatses a
gepsrate exaainution of each of the following four amajor operationst
(1) the preparation of the budget; (2) the voting or lesgislation ofthe
budget; (3) the execution of the budzet; and (4) the control of the

budget,

II, THE PREPARATION OF THsS BUDGET.

A. Description of tine Budzet

l. General description. Thereo are ten stateasents usually
attachned to the snnual General Budget Law. Statement "A" gives s
aetailed account ¢f the annual ordinary expenditures; zstatenent "B"
gives a detailed account of tne snnual ordinary inco.e ofthe state.
Statenenta "¢", "E", "Q", sand "I" are detalled accounts of receipts,
waile statenents "D", "F", "H", and "J" ars detailed accounts of ex~
penditures of the Port Administration, the Fuo Bar Dradzing Scheae,
tue Railway Adninistration and tne Currency Board respectivelysj)

{3) Because of the present war conditions the budget of Capital
Development works, which ie usually prepared four u perivd or
turwe or five yours, is now prepuwrea ror one yesr oniy,., Thus
t. the (Genaral Budget Law No,31 of ls42 are attachned two cther
stgtomants, *{" for revenuas and "L” for expendit.res of this
budget.

[ |




(3}

2, Statements "A"™ and "B". As w2 have just aenticned above
statecent "A"™ deals with the annual ordinar; 2xpenditures of the state.
Tnls statenent is usually divided into twenty-one chapters and con-
tains one hundred and twenty-five votessu)Tha classification of

napters 1ls aade on the basis of ainistrias and lanortant departaments
under certain ministriess5)The chapters are divided into as nany sec—
tions as the pumbaer of activitiss undertakeu by sach alnissry. The

cnapter devoted to the ainistry of Kducation, for example, is divided

into four sectizns representing the four iap:.rtant divisicns cf the

ainistry, nagely, ¥i istpry's Headquarters, High Schools, Scaocols and

Antiguities Department, Purtharmore, :ach section is diviéded into :
votes which deal with three types of expenditures, that of salarizs,

of allcwances and services, and tnat of special c¢narges,

{(4) See the General Budxzet lLawm No.31 of 1942,

(5) Tae following are the tventy-one cusapters to which state.ent "A"
is divideds~ Chapter I, Pensions and Gratuities; Chaptar II,
Civil List of H.M. the King; Chapter III, ~arlia«ent; Chapover IV, °
Coustroller und Auditor Generaly Chaptar V, Ccouncil of dinisteiess
Chapter VI, dinistry of Foreign Affairs; Chanter VII, dinistry '
of Finance; Chapter VII A, Customs and #xcise; Chapter VIII, :
dinistry of Interior; Chapter VIII A, Iraj Police; Chapter VIIIB,
4inistry of Social Affairs; Chapter IX, ainistry of Defence; :
Chapter X, dinistry of Justice; Chapter X A, Tapu and Survey
Departments Chapter XI, finistry of ®Zducation; Chapter XII,
dinigtry of Economics; Chapter XII A, Agricultural and Veterinary
Departuent, Chapter XIII, 4dinistry of Works and Comaunication;
Chapter XIII A, #orks Departaent; Chapter XIII B, Irrigation
Departaent; and Chapter XIII C, Post and Telegrasms Denartasnt,




) (4)

Suabzneat "B" dsals with tane annual opdisapry ifaco.sc ol tos state,
It 1s dividad inte 3ix chanters acd conteing usuully foohy-Tour vokes,
Tue uivisiun of chapters 13 made ¢n the basia of the nalasz: of ry7enu 8.
T8, “naLter [ is davoted tc revenue frem w.xabtica <. agriculuural,
nabldlad douw aciasl crowucse, aad rants of asvarnuoat froperbtizsg Soapger
1l vo ravenuz froa sron=ry, inco @, and sidgr baxkesy Shwster ILID bt
raeveaswse fron aiscellanecus grapcesy ‘naptar IV Lo revene2 o0 J.oncas
and sxcize duties; Cnapter V to r2celsts from Fosts and lel

suapGar VI o cecei ts froa Governgent ovaraticns «nd sarvices,

3. opaecialization of the Budeet.

Jn.vsepsality cr Unlty of ¢the budret lunlizs thie _res:ntaticn »f

Gz fuil sitisstes of 21l asta @ rovapguss and sxpenditures in one aass

-

o8 L2 Lo accouub.  Stecldl fundin. Soosperizlisevicon, on the obiad

)
¥
K4,

(oH

=

Laendy Linine3 w2 is2olny

sud zagonditures relatinug to the branches in-question&b)

Tae irayd Budged 13 neo 4 coa ren2asivy: or a4 uaivarsal one, 1t

L
CJ
&
o]
1]
*3
&
I.....J
v o]
£
{-
¥
()]
(]
fi
C
w
un
w3
L
34
G

3 @ syecialized one, Thv 3ia=up i1 ona eon-

3uildaged stabteaent all public exrzenditures wnd all public revenues:

cn he contracy, it vresants tae vctal extendiiyle n=2ds £0 Lh2 tutal

(5) Storuam, ou.cit, p.l34,




(5)

prospective revenues of the zountry in six autonomous budgets, each
aith its own sxpenditures and reven.es, and sach witn an irndeperdent
accountiug aystea of its own,

Thus besides the ordizary budget, there exissg fiv; separate bud-
£3t3, They are: (1) The Pori of Basra Bud:set; (2) the Fao Drscsing
S3ne3a Budzets (3) the Irsql Currency Board Budgets (4) the Budget
of tuze Iraq State Aallways, and (5) the Cs;ital Develonment dorks
Judzget, 3iiilar to the ordinary budgebd each one of these five bude
sets 1s preparsed in two statements, one for revenues and trne other
Ior expendituress?)

Tois systea of annexed=-budgets has its advantages, Ur zsourse,
tae preparation of separatve statexzents of axpe.xitures and revanues
foc certain revenus-producing anterprises guch as tne Fao Dredging
schaage, Aailways, ani the Port of Basra, are very hnelpnful for treir
progar and sfficient operation and adainistroation., But the prenzra-

tion of sepaprate statements like these can ve centinued witicut ifR=

frin;inzs upon tne uaity of the General Budgzst, This cenr be accom=
plisned if tne net resulc of each of tnez, whethor a surplus cr a
dsfi12it, is included in the General Budgze¥,

But SRSy, the iraqi Goverauent 13 lezally pravented
froa Zollowing such a procedure. According to gthne azreements bet-

%een the Iragl Governaent and the British Government, the forasr

-

{7) Supra, p.2.
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accested to bave the budgets of tae rsilways, toe Port, taz Fao 5cheme,='
and tne Currency Board separated froa tne Genaral Budgst, =aca with
its own separate revenussg and expendit:rssgs)

The reasons for tanis lialtation iaposed uron the Iragi Govern-
;256 ars got se clsar. Both the Port ana ths Hallways #a2p- 4o® wrO-
certy; of toe British Governuent and wer: sold to tne Iragil Govaroasnt
on yz2aPly instalment basis, To insuire phe payament of the:so aanual
inasalments in tie jnroper tiude the British Govarnment de2msnded that
s2jarate accounts for each of these suterprizas should be kezt., This
13, L@ accspted as a reason, but, ia ay opinicn, it is not the aain
r2ason. The British Government would havs bDeen anle te irsire such
sayaneats #itnout resoptins to this aeasure, 1 think that the as main
reascn is to prevent surpluses resultins froua e sort or Railway
Adaiznistration €roa beins utilized for purposes other tuan a2 2X-
teation and iaprovaaents of the Port opr the Railway systea, In doing
30 the British Goverrnsent has been able ©0 .rotect its iatepest aven
after gselling thne Port and the railways to tone Iraql Governaant,
The British Government, because of ailitary rzasons, i3 interested

to see that the Iragl system of transportation is always maintained

in a propar order,

EE

(8) ®The szresment sizned by the Iraqi Governnent apd the British
Government in darch 3lst, 1936, ragartinz the adainstration
of the Railways, (Al-#ajiya al-Iraqia Ro,1508 dated 25 April,1S3
and =150 the a:sraz:ment concluded betwean the two Govarnments
regaprding the Adainistratiou of the ort of Basra in 1922,
See also the currency law (in Arabic) No,34 1931, Article ll.
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B. #ho Precares the Budget?

It is a world wide gractice, and s0 aisc in Iraq, tc vost tre

£iznt of preoparinz the ovudget estiscates wxith the sxecutives,

e

Tiig $xacutbtivas are aore in direct touch witn tne nuiblie aad 3¢ they

->»332:53 an advantag: ovar ail other stats authorities 1 xnowing in

adivance, dDzltap than anybody else, the nature, the exte.t and tie

reality of taa country's needs and resources. The executivss thersfore,!

ar: ziven the execiusive rizht of precaring budzetary <stiratas,

Prageically avery officzial in th2 executive s-rvi:e nzs fZhis
Jalr yalt o pday in in2 uaking and the preparation ol buld:-tary es-
ti.aues. Proa sh iasiznlficant executive officiml ir the sadha teo
t.e 32nior officlal i:- +he Liwa are all engnzed in »reparing tucse
aztimates, ~<ach =winietar, baina the head of a cartair axe:utivs brasnch,
nre.ar2gd, wiin the haip of his official! colilaborators, tue b.dzistary
ssti.ates 07 2x. enditures and receists of his own ministry.

A the tiue of pudyget preparation arrives, the dinistry of
Fioanc2 sends notic2s to all ministers asking thea to bazin 2stiqating
tuz sisenditures and receipts of all the departients under tineir
autnority. Upon recelving this notice, tne ministaers will notify its
particuiars to the haads o departments, and those in turn will send
sianilar pequasta to exa2cutive officials in different Liwas, Similar
requasta will be sent to heads of departments in gadhas and Nahiyas.

In such a nisrarchy of governuent officials, two aduicistrative

categories may be distingulsheds ths central administration, and the
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ipcal agencies, The hzads of local agZencies egtiwate the expanditur:s
and rz2ceipts of thelr own denartments and subait them to tae pra2gneciliva
neads in tae central adminstration., The latter, vesides their power

Lo wo3pars bud etary estiaates of thelr own departments, act as

Seaeral countrollsrs on local asencies, They can maxe any desiraed
raviszion in wne es5ti .atas uwade by tne local azeancies, Thnay wiil taer
J040inz ono3e astiaates witn those of tueir own departueuts in a
Giziriod comsclidated stateaent whicn they subuit To th3a respactive
singssog. The iinistaers, after &.proving such statesents, w11l orasez

trel Lo she 4inisver of Finance, The role or @ach minister 2onsi

G
ot

3
ia swaasarlizing «nd revisiag tioe plans of nis various adainistostive
burzaus and orffizes and in sivaitting an a.provad unifisd stat 2anent
Lo Lz ailnist2e of Finance snowing the estiaates of expendituras and
23¢3ipos of ais ainistes )

Tne dipister of Finance besides preparins the estiaates of
sApeilait.ces o his own ministry vas, with tos nelp of his advisors
and colli_vorators, to »resare all revenus =stisates for thne period.

He nay propose naw taxes, or intoduce changes in existing taxes.
furtneraore, he has to summarize the sstiastes resched at b, cther
4iniszories apa crepare »ow two unified stateunents, onsa for expenditura:
(AJ, and toe other for revenues{B). In sisilar nannar all other an-

nexed staleasnts nazely, statements C, B, G, I, D, ¥, H, and J are

prepared, Afteprwvards tne ¥iniaver of Finance will forward tha budzet

(3) Gensral Accounting Procedurs Law No,28 of 1940, Article 3,
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slan, togetn-sr sitn a "statsaent of sup orting sarguments" to tha
souncil of dicisters Lor study and subamission to the Pariiaameant
during vhe annuul sessionSIO}
The diaister of Finance nas no rizht to change the eatimates
3ubaitvted o sia by othapr ainisters without taxinzg the zongent of
e £28peltivae wisister, dowaver, nis advisge o other ainistars in
sonn2ctiei with tag »repassticn of the budgetary estisates of treirp
daianlsurisg is of & paranount iaportance and should be carefully r220 -
2 52 13 a2 D90S0n WOV XNOWS Lore tnan anyona 2ise about the

<#neral condivicvas of the Preasuary.

$. d§az2n is tha Budget Prevapred?

e finanzial y=2ar conaencaes opn the 1st of April and ends on
darsy jlat. ZProescarstiosn 07 Lh2 Budget starts severai aontas befors

taz Diglaning of ke financial year for wnhica ta: Budzet'd is presar::.
Articia 3 of tne General Accounting Proced.ra Law Y¥o0.23 of 134l
requires all win: ainlistriazs and Jejartaments vo riaish tha budzat os-
viaates for tn2 firancial year in que-ticn bafore tae end of Jetobar,
Tais fiva2 aontas neriod is cunsidered encush for maxing any scort of
revision, asandaent, study, as well as for the finsl s$udy voting of

the Budget,

D. Budgzetary istimates of Ravenues snd sxpenditures.

1. #Methods of estinating revenues and expenditures, There is nc

(10) Ibid.
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-33ific wetnod or accurate asasure for esti.ating axpend ituras,
02 3xLdnt and nsLure Of any ex enditure cannct Le accurately foressen
Decduse usually an expeadicure is made when a nesd for i1v is falt.
Tne aaking of & nrover exnendliturs 2stizate demads a Knowledge of
2li pussivle neads ootn thosa tnat are zlready relt and those wnich
ai ur «DPi3e during the financial yaar, Fartaoeracrs, the extent
and nature ol sxpendictures dare linived by one pussibilitvy of finding
a2 nsclssary r2ve2nue, Thecrefore, nroper estinates of expenditures
r3quiredf in addivion a thorough <nowleise of tne financial conditions
i Gu3 reusury duping the period i quasvion,

Until/ recently reyenu=zs froa Jifferent scurces werz estiaatad
o th2 basis of actual recelipss in tne precading two yearsgllJThis
Jaitizxd Ly Known as the auromatic or averaging method, Accordingly
Jacis deveiopea oelope twe yaeuls sarve as & delfinite basis for bud-
L2LBDy IsLliatas ol revenuds.  'This proced.r2 puts those who prepare
the budzget on tue zround over which they nave been befores it assigns
t¢ tuea Sue past as the sxact model for tne future and suggests to

taea tnatv Loe,

-

anter a3 eatlmatas the very i ures of collection

”niun wry 3 R - ﬂ(la)

th wapre previously realized.
Tne Jdefect of tnis met od has lons boen rocognized in lraq,

and thus revenue oificials have be2n trained to assume the difficult

task of direct valuation., In recent years #0132 revsaue astinates

-

(11) Ministry of Finance Netvifizan.on No.137% of 19/5%/1940.

(12) 3toruam, op.cit., p.172.
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save w2en wpade dipactiy 1.e. de novo =2ach year. The pr2s2ant metiod i

folicowed in Iray, tozrefore, is a coubinatvicn of the autosatis system

aid tn2 a3ystea of dirsct valuation.

2, Accur.cy of budszat estinatea, The budget anticipates the

financias couditivns Or the 3taie 4.0.ng & fixed Tuture neariod. With
Lz budget as a guide, the govarniect srccesxds %o adopt a finsnzial
poiloy winlsh wili suit best tane wuntizipacsd position of the State

Triradaly dubing thae sopiod in questicn, Thus it beccaas an urgent

3

nezd tomn Dad-.3s ¥3TiIRSCEs O Lol ravenues and expeaditires should
BOS8ES3 4 IJau3vuaiiz a2 e 3T 42 .racy Lor graveating all sorts of

soafusion und unrist wnich alwa;s accoupany sn laorener financial
sclicy. he nors azourate those estinates are, the jpzatar is thas
3aryice runisrad by vhe budmaet,

Tubla I sivez ths total astual and »-visated crdinary sxpenditur:§
and revernu2s 2or 3 nerdicd of five years, togethar with ihe percectage
of arror in those esti .ates as coapared with the actual figures.

It indicatas than the average percentase of error in estiamatas for
tiils pericd is about 8.27% for expenditure and 3.50% for revenue.

It may be gaid, vherefore, that budiatary estiaates in Iraq possess
& niga dagrzoe of accuracy--ﬂ%.ﬂ}% in the case of sxpeuditure estinate;;

and 90.5% in the case of revenus estinates,




§;lllIIlllIllIlIIIIIIII--------c : B

(12)
Table I
The Desr:2 of Aczupracy of Ordinapy 3ud-et Esgtinates of tue

Years 1934-35 to 1959—40515}

Year | .Total .Total . [Percsn~]. Total [ Total Percen-
; AT sual ~8tiaated |taze of | Actual Zatinated | tage of
; Urdinary Jrdinary Bopor., Lrndinary Ordinary crror
“x,enulau o Zpenditure | Aavanu Ravenue
e b Tab. 1.0,
L*ﬁ)ﬂ-—jbi 574230 | 3315197 0.5u | 4012777 | 33loov? 4.5°
1935-36 4413016 | 4727335 0.72 1 4759700 | 4233102 11.00
1936=37; 4756167 ] 4727535 0.50 | 5426308 | 4728730 13.00
1957-33] 5169402 | 5518385 2.30 | 3301039 | 5322200 9.2
lysem39 2670738 . 9463313 | 3,20 0 E095333 1 3883490 7,30
1359—40§ 6369143 é S5y 32 5,30 ¢ welulis U3 5430 il.
iverage- h 3.27 j .50
{ e e S —e A
Lot s lasu Atavau nent, nowever, saculd be taxen wlun ressrvation,
iz nay be noticed ner: that wa cave pesarc 2:l. tne tiass desaling witn
totala (coaparing tns totals of actual with tnatbt ¢ stae sotals of

astiaated revenues and e.penditurses, ).

and very little izstructive.

budgzetarly iteis and net totals as

tisates of individual items.
stance, may counter-balance sn under-=stiuwation in ancihar lsaving

tne gengral total unalvarad.

Aore

Lot

tne Lbaslis

Buch cowparison ispleading

may

of

-

“;5

De revealed by taxking

3ucs coRyarison,
An over-estiaation irn e item,

A sudy of eazh iten separately has reves:

for in-

For

[ B

{13) Government Accounts for tne yaars 1934-35 to 1949-30 (in Arabic)
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that budgelary estimates in Iraq possess but only a modarats degree
of aczuracy. Generally apeasing, there has always besn a tendency
tc underestiasate both revenuss and expenditureasl4)
lraccurate budzetary estiaates sre zsde tecause of two aain
reasoas. First, a quite lacrge proportion of rovenue in Irag is
derived fros taxes on asricultural, natural and aniasl producs and
from custoss lagort duties, Recelipts froan thes: sources vary con-
giderably frcm one year to another according to cnanges in ¢limacic
T Atpe A 2ot =

conditiocus and tho velumeof iaporta, Sesondlz,.the lack of a reason-

able degres of adainistrative efficiency.

(14) Report of ths Accountant's Gener-l Decartment of the Year 1935+,
poo
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III fuE VOTING Ox Logi2TATION OF T4y BUDGST

A, Introdusgtion.

Article 938 ofthe Ireqi Cons.ituticnal law states taat, "buizet
23%138%23 ol income and expenditure for the yasur in question sinall
Ye saactioned Dy an annual law known as the 3udgat Law.“(15)

Tha sucond step inn:diately taken artser the coapletion of osudses
estimates by tue aexscutives, Shereiore, is tnav of giving thaa a

al staous by nae leziglature. Thls sectvion cootains & brief 48~

[
(o
1

digcussivn of c2rvaln »rebleas usually zonmeadtad with Hudgaet lasig-

Iz the grevious saction o7 this chapter we nave alrsady zanvicnsi§

taal tne dinister of Tinance forwards the draft faw of tun= budyet

4

0 the Couclil of dinister

&

foer stady and suvnissicn to fuse

g

<r

varlisisens, The draflt law of tae budzet is, la nost caszes, sabalt-
ted to toae pParliapent at & tis2 long enougEn t2fore tue terainasion
of the financial year, The Purliament is given suf5J8nT ti.e to
study and vose tae naw budgset befire the comm:ncesen . of tne naw
financial yeuar. Presunably, trnerefors, tae 3udzet Taw wculd appaar
before tae begincing of tae new financial perioad,

dowever, ithiare are cases in which the axacatives fail to subait
the naw budget plan to the Parliament at tha propar tinz and thus
the new finanzial year Yezins witacusr the aze 3udizzt Law bziny san-
cticned., Lat us, than, devote scuetiie Lo zconsiler ceorbaian lapor-

tant problens usually connacted wita tula, ~ailuer excestioconal zase,

(15) o e tibutieny(Tne Governaent 2ress, Baszhdad,) Article
33, p.l7.
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before proceading witn our discussicn of tnogss ccnnected wito taae

CoRAOn Onue.

B, Temporary Budzet Laws.

should 1t happen that the new financial zz2ricd besins withous

tiig Budget Law bein sanctioned, two proceduras are usuaily followsd
dependigg on wonetner the rarliszent i3 in se:sion or not.
If tne Parlisment is in session the diunister of Pinance sudaits
a temporary budset olan for a pericd not excgeediaz two acntas,
After szort study znd iittle devate the temorary bud:et vlan is
fianliy saactioned by a law called a Teaccrary Budsat Lsw, Tais
lew insures the saocota workinsg o zovernment aalainery by enabling
Z2overnsant officials to continua incurrins exjpenditures. 4anciasr
te@eorary Tudzget law Tor & naxiznum .eriod o additiondl two asatns
4y oe passed by Parliaanent in case tpe udenerzl Budg2t Law aal nohb
bear sarn:iioned befcre the sxpiration of tn2 rirat two aontns ot
a finsncial year. This pracvice may bve continued until the agpedramcrf
of the Annusl Budzet Lawgla)
v tae otaer nand ir the Parliament is not sittinz the b .d:=t
of che preceeding yea. is followedil7)The necnod resorted ko in Irsg
is tnhat or aliowing for eacn aministry or department a monvaly saare

of sxsenditure whicn equals to 1/12 of the last year's ajsporoenriaticn

£16) Ibid., Article 1u7.
(17) Accounting Procsaure Law, Article 4.
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untll the 2pacte.ent 9f the newx Budszet Taw, Thers is nothinz legzal,
aowRavar, tu preveant the uinizter of Finance from s20aitting certsin

4inistrias or departments Lo spend ascre or less ioan the said liaie,

J. Tae rarlisasent and tae 3uidsravw,

In sapetioning tie Budget Law tae saae procadiur: is followsd as
in tho cage of legislationg any ovasr law, A8 s00n as the dprafy
law ¢r thz budzat is submitted to wvue House of Joamons, tha sezresary
of th: douse aancuans2a 1ty roz2ipt and reads i3 titles calor: tne
@iitlipd asseably. This i8 known as the firss reading of the budzet,
Tae draft law 1s Stnen seut Lo s odalttes aupointad by the douse
£or the purncse of studying tiz Bulget clan and subaivting a o300t
on Whe result of the sudy, Thils comaivtee ig salled thne 3dudzet Jon-
“iasiensld)aefore Preparin. the C200DT, fna Budyge, Jvomgission w»ill
puaxe @ detaiisd sng caraful study of th2 oudgat slan, chanter by
enuapler, for tanz purnose of seiurineg adairtional inforsaticon L4 za-
the right %o guestion ministers and fiseds of deuwctments on wNnatever
poiats conlerning tha finance of taelir Pespectiva deparamencsslg)
tlaving ccaplated tne ianvestizsuvicn, thes Jomaission w#1ll procead
to prepare the report. In tils report the Commission will exmrass

its opinion on the budzet plan as a wnole, point out the merits und

(18) The Status Law of tae Ho.se of Comaona, Articla 34,

(13) 1Ibid.
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srests of thie ian, and avov.: &ll sivs sdvise to the Hdouse pregar-
ilig tane attitud:z tiat the deputiss sasuld take towands a2 nroposed
clan. Tos pepourt siould be complzted uana subaitted to tue (douse

culorr 168 last session wiich orecsdas tha zomaencessit of T new

L

Cinancial year, The second reading #e of tne budzet 13 aad: in the

ae rarliaaent pre238iu7 the cvaaznclaab 20 Taz Sew

%
(2%
.

\...‘

fiuencisl pegiod By tnat tin: Lu=s Cisurct of tia Budzel Sdauission
%0uld have veun print:d and distribuied o wne deputiss., By taat
i 2, Gien, 2veryoLz OFf th2n 1s sfeady Ior arsulng sod disqu:sing
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(1) Changes that pave taken pilace in ths naw baga =L, if any.

(2) Coapariscn betwozn btoe tast bud

(5) Bausas o diver
irdicated 1n toe jrecoding and W.¢ n2w dud,

(#) Coa.ariscon betwezn the %orks aleoady accos:lished during
L2 spsesalag fieancizl yesnr, aod thoxne whilca zoe 3.o2e-
tad o p2 accomplisued Jdurin: tue coning fiscan:i’al yeso,
by the aifrerent zov:pnaent d2 urtients,

{5) Reaurk on the general financial

(20) Tn=z Irag “crnstituticpal Law, artic.e 9u.
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e e e

(¢) Sup.orting zrgunsnts to the pian, and answers toe tone ob-

Jacticns and critlcisas raizsd agalist it by the Budgat
Commission,

After the dinistar of Finance finisnas ais spezch, the pouposed é
ouaset 19 put £or vortinz. It 1s nacural that she debtaste on iteas '
of :x eaditure start: first. Tho dedate and voting on tas Audges
is aads chap¥%sr by chantar ssenarately. Than the Budzet [aw is vobed
4pon &3 a whola, fonsaguantly, the debuare and vetin @ on the Zudgetd
Law i1a2ds 2 long tlaz, and frequent m2¢tings.,

3udgetary debaue and digcussion in the Senate is usual.y very
ori2f, Tha procesdur: Tollowed in studying and voting the budgst in
wnis douse is sinilapr to that of ithe House of Commons, Ths oudset
is vouzQ 90 caepuer by chapter, with pructicaily no devave on cadn~-
+23 on sl o dis.ute has arisen between the executive and the
dcuss of Joa- ons(zl)

Jifferent tu all other laws, th: Jiget Law snould b2 san:iioned
a:a vae Parliazent aas no lazal power to rejact it, Its lezal power
oniy consists or decreasing ltems of expencitures, It cannot propose
glans for the 2xpeucitire of public funds on new iteus, nor zac it

su_x3st any insroacse ol approvriations above vhoeae proposed by the

ainisvers,

48 hkave traced tane procedure rfollowed in preperinz a«nd sanctionin
the budget by a law, But there is still another question to be an-

sawered in this connection, namely, the significaucé of budzet legis-

(21) The Stvatus law of the Sena.e, Article 30.
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iation £roa the social as well as from the financial point of viaex,
From the social coint of view budmget legislation protects and é;
gsalsguards the intersst of soclety as a whole, becauas the peopls,
throush tueir rapresentatives are aasde to participace in the fsrmulaticik
of the finan:isl poiicy., From the rinaclal poins of view budray |

legisiation leads to a planned, organized, aand :ontrollea Iinanzisl

policy, since turough dud:et lexislation the lasgislatuire is nade

g0ls Lo iiniy the powers of the executivs, The financial powers
of tas executive are confidd only to those delizated to tnem by {
the Zudget Law. Jonseguently, the exasutive cannot:

l- s, end government :oney without tuse consent of ths Parliamentsgz g
2=~ 14820sw 40y wax of additioaal patss ~lticuld tag ag:rivual of :

3
taa ?arliaaean”j)

3= EZxcead tne apnropriations mentionsd in the Budzet witnout
additional apurupriations being grantedsza)

4- Trausier provisious Iroa one vote to anotnar525)
In Ira3y there are owo os3ascns wuizh lead to aminiwuize tn2 siz~

aifizgac: of budset legisiation. Tho rirst is the lack ol political

pactias which r<sulus in iapocepsr representation o 4ll vastzd in-
ter2sts. The second is tae {gnorsuce of tne majority of the daputiaa.{E

(22) There is howevaer one axceptional case meantvioned--Articis 106
of the Constitutional I.aw, "The Chamber of Deputies may not
taxe any decision, nor prepare any aaendszent to a draft law,
involving the reduction of expsnditure arising out of Treaties
approved by Parliament, or the Constituent asseably, unless
approved by the King,”

(23) Iraq Constitutional Law, Article 95.

(24) 1Ibid., Article 91.
{25) Agcounting Procedure lLaw, Article 5. %?
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The annual financial plan proposed oy thae exesutivs, whatever shape

it aizht teke, frequently finds but little opposition in the Parliament.:

IV BAECUTION OF THS 2UDQ3ET.

A, Intrcdistion,

Taz budgat Lsw, siailaxr to any other law, should be enforeed
asl zxzcuted, Brosdly speeking, the following are the three main
op:l'aticns connected with budget execution: tne collection of ravenues,§
discalsasent of exseadituras, and the safeguard and proper allocation
of sev:r mas3nt cash, A smcoun farrying out of tnaese tahree opzraiions
desand both a sound adninistration and a sound accounting s :stea.
Tihus, besides disczussing these tnree nain operations, & briaf des-
ci.piion of wie dinistry of Finence orgunization and of the aczown-

ting systea followed is &lso deésiradle.

8. Pggsnisation of the Ministry of Finance.

foe dinistry of Pinance is responsible for the execution of the
Biigat Law, The Admipiscrative divisions of the Ministry and the
dirsctorates under it, as well as the activities conducted by each
sdulzisvrative division, is prescribed in the Ministry of Finance

Rezulation No.27 of 1941 which is in accordance with Article 1 of

ta: Law for the Organigzation of sinistries ¥Noc,37 of 1955,
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Accordingly, the dinlatry of PFinanse is coasnsosed o the follosing
wdainistrative divisions:
1~ Ta: Finance lInspectora e whkicil i3 undec a4 Jvnisf Financ: Ilusjzc-
gor directiy respunsible to th- Mi.ister.
- Dlrsctorates General
{(a) Departuents £pe forainyg w.2 liaistr,:

(1) Directorass Jeonersl £ Finanos,
(2) Direstcrate yeonsrsl of devexn.e,
(3) ‘toe iccountant's Gsneral Dansrtaent,
(4) Tne Dire:torata of [.co.e Tax,
{5) The Directouraite -f Tezal affairs,
(6) Tne Covarnimt rFress.

(b} Departaents attscned to the iinisory:

(1) Dirsctorste jenersl of Custs.s and sxoise,
. . . 26
(2) The Tobazcoo donanpoly AdﬂlﬁlSt?&thnS“ﬁj

dere is a briaf account of the acrwiviticos a0 well as of tha é
auo~divisions of each of the above aenticne: QAirectborat2s takea .ng '
by oae,

1. Tue Directorate Ganaral of Finance. Th: sork of this depapc-
zent is confinad to budgot and finance affairs, oreparation cf the
Cadres (covering tho whole staff of the Jdinistry), insp2otion, and
pensions., This directorate consists of vhe foliowing tranches: |
service and parsonae;,buagat and finance, yensions, finarce inspe:tion,h

(27) . %

and ada.nistraticn and corcespondsance.

(26, dipistry of Finance iegulations No,27 of 1941, Article 4,
(27) 1lbid., Article 5.

h— -
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2. The Direstorate General of Hevenue. The work of this
directorate is confined to land tax affairs, Isatiklak and revenue
transactions, and ¥iri land affaira. It is subdivided into Istihlak
taxes and land tr-naagtions, miscellaneocus taxes and state properties,
4id parsonnsl branchessaa)

3. The Accountant's General Department. The work of this depart-
&30t is cinfized to tresasury affsirs, cash transaction, azcounts and
zidit, Taus the departiaent is divided into the following branchest
treasury, trzasactions relationg to officisls, transactions relating
to auwdit, ins;s:tion and compilation, rtransaction relating to audit
of irrigetiv. desartarent, public works snd cursency acsounts, and ade

(29)

slasggration and ccrrespondence.

4, Tne Dirsctorate of Income Tax. The work of this dirsctorate
(30)

_3 conffined to thz adainstration of the inc _ae tax:

« The Diractoraste of Legal Afrairs, The work of this direc-

\Jn

Lerate is cunrin=d to the expressicn of legsl opianion on rinanciasl
Juestionsg snd legal uatters, It also undertakes tne preparation cf
draft laws snd rsqulation relating to financisl mattarssjl)

6. The Dir.ctorate of Government :rpresa. Tnis direstorace carries
>4t Loe xorg sntrustad to it which is confinea to press and statiocnary
affairss52) |

7. The Directorate General of Customs and Zxcise, aud virescorate

of Tobacco idcenopoly. Theif work of these direztorates covars

-

all mettsrs cotoected with the adainistration or cusioas and excise dutil@

(28) 1bid., Article 6.
(29) 1Ibid., Article 7.
(29) 1Ibid., Article 3.
(31) Ibid., Article 9.
(52) Ibid., Article 10.




R

.

(23)

and tke Governaien. monopoly on tobaccosjj)
Tuo diniztry is neaded by the sMinister of Pinancs who is iz charge

anthh all {ts afrairs, He delegates part of his power to the dipsctors

of thw above uentiopsa deyartments, but he is still reponsible for

taz whole activicias of the zinistry and thelr proper nerroraance oy

it: offisials., all laws cougeprring financial matters sre 2x3cuted un~

d=. nls autaarityqu)COnsequently, he ia the person who is Jdiractly

regponsibia to tig Council of Ministers for the proper execution and

zunervision ¢f the Budzet law,

Tna Hicistey of Financa is, tnen, ormanized in such a way as

UT

its various activities requires, 4 3pecialized adninis-

ry

thy pature ¢
crutive systed a3 this incrsuzses adaipistrecive sfficizacy and insures
1 proper z2onduct of its afrfairs, Furthermora by claerly stating taoe
30%ivities of eazh adiinistrative unit, the system fixes their respon-
>ibilities and s¢ ths responsibllivy of the officers hecoass dirosct

Goa insscupeble,

C. Collection of Revenues,

The Budzet Law only contains estinates ofwhat is expected to he
coliected. But tiie methods of collextiny any tax or fee and the per-
sons liable to it are prescribad by special laws, r2eulscions, and

verious instructions. There is no tax without a law, and no fee whtho

(33) 1Ibid., article 8.
(34) 1Ibid,, Article 2,
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regulations and ingtructicns, Consequently, the collaction of revenuse
aay be zade in accordance with such laws, rezulations :nd instructions
witaout the existance of any Budget Law, Ths anethcdsis of collection

of caies will be dealt with under the discussion of the separate taxes,

There remeins one point worth aentiocning heret Whatever the sourcef

of rsveaus is and whatover method of collection is employed, publie

reveaues are not collisated excapt by the officials appointed bty the

dinster of Finance and ageist a receipt voucher wnuse forz 1s pres—
sribed oy the Minister or any officlal authorized by himsjs)These

vouso:rs are ol difrerent forms, The wost comaonly used are recaiopt

voucn:zL aC, 34 wihlcn is used by the Treasury, and rzceipt voucher No,38

used by tag colleztors., :

D. Disbursea:nt of bxpenditures,

7o
Tue Budger Law augnorizes every departasnt et spend out of publicz

funds a carvaic zua of aoney not exceading the li.uit of the approgriatiL
Stated in the statements annexed to it, The mananer in which disbur-
ss28uts ares ucde is subject to spacisl laws and regulations,

3roadly spcasing, wach expenditure passes tucougit three stases,
fa t2ly, weat of Justifying the nead for the expenliturs, that of
autiaorizing tne amsking of the expenditure, and the astual nayment of

the oxpendicure, Thus before incurring any expenditure the iinlster

¢f IFinmczce, oo any persou authoriged by hia, sheuld first jusuify its

(35) Accounting Procedurse iaw, Articles 22-26. See alsc dinistiry
of Pinance nesulations, Article 21,
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, aud whanaver suca 2xuenditure is found necesssry, hz, cr any
©20506 adbnorized by ala, #ill cpdsr that it aust so be incurred,
4 vyoucnar is tnaen proparad and signed by the presponsiple ofticial
Sop r2ceiVWing thz neessary cash froa tas Treasurysje)Tne Justification
saodld be of botn tne waturs and the saount of the exnendliture,

¥

The appeinkuent of zove naent orficzial by 8 cartain depsrtaent
Lo axangle, necassitanas a new exnendisura, And, therzfor:, pefore
Az wgpsintasnt, the approval of tae dinister of Finunce, or any cer-
SUL Adthuliiad oy ala, auat be sscursd; and it guch app iotam:ont is

dozaud mecesserny, too tfficilal will b 3o appoliitea and nis salapy

W
3]

coromiianly By own2 TR IUlY.

wii. vu gald « ¥
avery expuuditure trassascico must o2 supnuirted oy pavaent

£ -~
syea U

Voadielsa, and ailso suy.optad by raceipbs tacen fooa toe

&, =

Ly

%~ tas creditor, Tha voucner s an »2der ©o pay. [6 aust be countels

S.pi2d by Sne lerssn vn? justiries he nead for ths e¥penditure and E
[}

™

v
"y
[T

LL2 perlson wino 2lvaes Ltue it

{

co passsct (or who preovares sas voushsrzf
it 15 surichl, rorbilddan to vest tness two powers (of justifying the
g2 for expenditurs and or orderins tha zaking of the expenditure)

#ith one official onlysj7}

Tha vove s-alsy wulceh tho sxuenditupre i3 to bae charsed should
ulso o2 wenticned in the vouchsr, T(raasuly daasurs bafore actually

s . "
paying any cusn sust aaks sure wpal the sccount of tne vote agaist

(36} Aczountin., rrosedure Law, Articles 23, 26, and 35,

(37) 1bid,, Article 36.




(26)

gr.icn bae ex_ endicure is going to be charsed gtill shows a cedit

puisnca, otnarwise tinay aust stop payament unbtil a.ditional appropriationf
is secured,

.n the otier hand, the credits al..cabeu in ths budzet must
nus Dé 2Xx,=2aded Lo ouazp than loe [loancial | 2a0 ol suich they were
witocabed, ALy D.zebuay credit, nob uisiized wholls or iu part
cufici tne fiuwncizl yrar concerned, lapses witn tue cicss cf ths
JerSjj) Furtherivird, all expenditures incurraa in a [{icancila yaar
AuBT U astuall;: naid befere the ani of the period and sroperly char-

(39

that year,

Ll
-~
[ RS

~2a bo artielas cns wotes in the wligunt

(4]

B, Tae sar-:-uapdineg and Uropes Rllocation of Guvermaant Caah.

Tae Fublic ‘roasury reseables in its function the human hoart.

1

er

pleod from the dailfersas

F—
‘_d

Int: ReBetnl
5+ ARG I

=

q4
e

Like vwalns and arteri is o

ard a

b

Lo

f Jelu8 08 tne body ts tae h 4 vice varsa, SO sovarniaial offlcials,{
s:atierad aii over w2 zountr,, Loring all cash collzcted vo, and
raceive all cash nz2sd2d from the Public Treasury.

This tusd, ud2var, i3 not 3 slngle and edasy one, It deaands
a ,oaat afficiewcy an the part orf tae officials concernad to be eble

to aliccata tiie cgan at ibs Jdiasposal, at thz »roper tiuwe, 1o the

place where i¢ is ncst urcently nczede.. It nesds & continous plan-

ning and budzzting. Tha tagk becones au:h more coaplicated in

periods whsn tne Trzasury is sinort of funds and what iz n=eded is

(33) 1Ibid., Article 25,

(3y) Ibid.,
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pore tnan what is flowing in. Sugch conditiorn may often :Xist in

2006 p2risds, since ccllecdtion of rev:nues aad dispuvsgements of

axpeadiiwres Jo not zo anaud in hand., Governasnt expanditure does

40t valy 30 auca froa on? sragen to another opr rrom one month o ‘
anovaar, «nil: soverpamen: rec2ivis vary Zonsidarable froa one ssason ¢

S0 fontl Lo anotaar,

Lo overcose this dirffizulty tne Budgenw Law authorises the dinis-
tsr wi Flonancz2 to issue Treasury Bilis, snen th: I'reasury is short
sf funda, [freasury Bills are usually of shoot duration and are paid ,

83 funds assuaulate again in the Treasury.

¢« Accounting Zrocadura,

LS |

The as:cunting pericd cowuisncesd on the dave of tne application
of faz Zadzet Taw and 2xd: therewitn., Duging Siis periocd, thsrefore,

wtl transastions arising out of thz ap

¢
’.-.J
'
e
Lo
<l
'.J

on of the BudZet Law
should bs adjuated for.

No revenue or exvendizure are racorded in thz booxs whthout
baipng actually rs2ceived or paid in cash., It fcllows that all revenues

1]

relaviag to a financial year bty actualiy recsived in the following

year, and also all sumns expended for services rendered or works com-
vleted in a financial year, but payanent of which is not efrected
during the ssaasa year, are zchar;:d a8 revexue or exvenditure to the
accounts of the financial yz2ar in wunicn r2:ceipnc o p&;nens actually

f tage placagqo)

(80) Accounting Procedurs Law, op.cit., Article 12,
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; Although the attountinz veriod ends in darch 3ist, yat the ac- i
cu.nts are not Linally closed until Augusgt 31st, or sometiunes Sep-
teaoer 50. This complezmentary period of five or six months is con=-
fined to the adjustment of the outstanding transacticns remaining
ot adjusted bLa2fore the end of the accountinsg vericd, [he agcounts
oL this periud don't é.ibody any actusl receint or expenditure tran-
séetion. Thney are called darcn Plnal acoounss wo he distinpwuished
fron tna accounts of the oedinury accoustins persicd. 4arehr Final
aczounts bogin lnmmediately after darch 51st, and 2nd, in any time,

sot latar taas: 3eptembar 508417

The aczounis of a financial year are
Tinelly 2losed with tne ajpproval of the dinister of Finance, They

are, hHoen, submitted to the Coamptroller and Auditvor Gensral for audis,

V. BUDGEIT CONTAUL AND 3UPHRVISION,

x

Budgzat 2ontrel assuunes taree d.fTeprwnt foras: (1) adaninistrative

A. Adaipnistrative Control.

Adainizstrative control is that whizh is exarceised by supserior
officials in the executive sarvice over their subordinates, Broadly
speaking, the finister of Pinance controcls 2all the financial trag-

aztions of the Statasqa)ﬂe is responsible for 211 receipts and pay-

(41) Ibid,
(42) 1bid., Article 33.
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aents zadz o) 4ll ministers and loavarvasnts, La2toes sith recaises
o pay dents 2olate 1o vha opdirary sad_2% 0 Lo uny otaed nuad. 3,
Tne dinistsr of Finanze 13 p3scesz2nt2i oy the acco .nbant sensral
wno ls dir2ccly rassonsinle Lo ine diqister. Toas Accountant aznzral

delegates past o7 nis power 5o in? duaaizia of Aczo.nss, acco.ntants,

and Toeasuly ax.w23 in tas Disas, 2> 40 in .o 2usnindiola 559
hia for toa aco-zacy of Lne Jivmzial soo 2220anting wvrgnsusiions

unlch are :oni.ctel undep tperc z2uitnoriry. They are rasconsiole
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20 diluursas2nts, casbods sl walen. oFf DauveTilinluo2nal a0t o oLnel-

tieg, =ue fa2 2arvyin oudk of all Pinescicl lsss, 2ooilnn s,and

L s A e s

lasvructions. To zn2ek any contpvention to Jiiancelld lava 2od £
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inssection, The assouats of tne dupaizin dand those of reasupy

dagurg ar: cugulerly swaited &t to2 snd of zaco iloansisl year,

3lal auditing is zsda on th2 terainztion ¢f the appolntmant of

]

e

s

[ 1]
|

ca ofricials,

Besldea annual auditing, =:er: 13 tae s:ricxdical financa ins-
pectios, The dinistar of Fi.ansz, froa Liaz u2 tine, densules inspe:-
tors, ins.:ctorate missions, or gudisors, Lo insu<:b wal 2xaning toe

o

financial sad =22:ounting tranzastions orf wifis2eons de.albienis

(43) Finsnce Inspection Law Nou.5l of l9s4, Artizle 5 and 4.
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Fhen it is intended to inspect a departuent, the head of that depart-
asnt is informed sbout it in weiting., The inspectors, by the help
of the head of such & departz nt, will aake all the necessary inves-
tizations and enquiries from all »arties concerned #ita re:eipss

and disbursenents o¢f cash, irrzispective of wnether they are official
on non—officialsau)ﬁnenever an inproper azt, or a state cf affairs

¥pizh contravenes any lawsg, resulationsg, and orders in force, is

discovered the inspector will iunnediately report that %o the head
0f the department to take the recessary measures. Thanks to the

adaninistrutive s8ysten followad, saizn fixes responsibilitias and

nakes them inescapable, the official wsno condudts sucn au act can
very easily be found and reported.

As so:n as inspection is completed, tne inspeciors prepare
reports aud forward thea to the dinister of Finance., dAeporis prz-—
pared by inspeczors are of significant iaportance, dany recent
adoinkstrative iazppoveamcnts have te2n ihe result of suggestions
inecluded in such rezorts., These repurts sre of three t pes, nanely,

. the ordi..ary report, the investigation report, and the general
report$45)tha aost iaportant of waich is the last, which eabodies
all iaportant matters revealed to tne inspector througn his €nquiry

and includes proposals as to the necessary measures for iaproaentd,

B. Judicial Control. -

In the dinistry of FPinance tnere is set a Board called the Ac¢~-

(44) Ibid., Article 3 and 14,

(45) 1Ibid., Article 17.
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countvs BoardS#S)This Board is ithe arsitrastor between tne Minister of
Finaance and the #umaizin of Accounts on any dispute concarning
the legal justification of any financial transaction which arises
out fros the spplication of any financilia law, regulation, oyyF in-
struction. Tne Board looks upon such cases only when they are refer-
rd to it by the Minister of Finance, Besides, the Board drafts
all instructions for regulatigng accouating procedure, and all finan-
cial laws before being lezislated, The other function of the Board
is to look upon cases of officials who intentionaliy or unintentio-
nally cause a lozs to the Treasury. Furthermore it lcoks upon :ases
in which disbursemnents are made without any lezgal justification.
Decisions of the Board regarding all these muatiers ars by no
neans finalS47)They are only advices tc the Minister orf ¥inance, who
Iay or asay not consider them, In this respect, we may say, tnat

judicial control in Iraq is only formal and not actual,

C. Legislative and Parliamentary Control.

wccording 48 to the Article 104 of the Tonstitutional Law there
is form.d a department called the Comptroller and Auditor Genersl
departaent for the purpose of exanining the accounts prepared by the

Accountant's Gener:l Department, and for drawing up & report on same

(46) Accountinz Prodedure law, Article 39. -
(47) 1Ibid., Article &0,

3
I\'
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to tie Parliamenbgqa)Tha head of this de.artment is &, ointed by

Rojal lrada, and is directly responsisle to Partiament, This depart-
aent anaually audits governaent &ccounts and investizztes, (a) whetharf
disbursenents are made in conformit; «iti: the budgetary approgriations;
acproved by the Parliament, (b) whether exjgenditurss are .ade for

woris actuslly done, (c) and whether thsy zre paid to s real creditor
of thas State,

The accounts, then, a&fter being studied and audited by this _
departaent, will be subzitted to Par.iausent bafore the eid of December;
eacn year, Thess acccounts smbody coaplately and as:surately all ex- |
penditures and revenues actually pald srod racsive: duri.g the finan-
cial year concerned.

Tze foru in wnich “he Comptroller General's report is prapared
is asade in accordance with Artlicle 1o of the aczounts rrocadurs Law
No.28 of 1941, ©On tha revenue side it nust eabody bthe following:
(1) anguunts of estiiated revenues, (2) azounts of actual ro:venues,
{3} aaounts colles:=ted, (4} amounts of arrears. On tha expenditure
side it must embody the followirg: (1) asaocunts of estimated exped-
ditures, (2) amounts of actual expenditures, (3) smounts of dsfisit
or surplus, (4) amocunts of additional a propriations. ;

Tue Parliasent is .iven to study this report, and after becoming §
sure of theo validity of the accounts, and where no contravention 5

to the Budget Law or any other financial law exists, it will approve

-

(48) Auditor and Comptroller General lepartmen:t Me.ulations No,17
of 1 s Alticle 3,
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the final accounts by & special law, The pudgetary cycle thus ends.
This type of control is of a paramount iaportance, through

wnich the legislature is able to check ¢on the financlial acts of

tne emecutive, The Parliament is made able to diszover any fistitious|

sarpant, irpegular expendtiture, exceedins of api-opriations, and
any other action of a siailar noture, woetiasr due to negliz2ance or
fraud, waich 1s comaitted i:: any stage of tnhe sxecation ¢f the
Budget Law., Accordingly, through this control, the genersl interest

of tne public is safeguarded and protecued,

1y St g oty




32-33

1953-3% 195%=35] 1935-36] 1936-37| 1937-38] I9538-35[ 1539-80] 138041
éelec - 736445| 3794280 4415016&4756167 5174302| 5670738} 6369148| 7144911
:2605 4285C51 428222 1255576/ 2402788| 2372740| 2463565 2232916 2703425

514652 607748] §39780| 754008| 639C2E

B3569| 175042) 211434{ 219571 327734| 336342| 365517| 362234| 391458
98978| 21:834| 200955 190494 140377! 167317| 211713| 215521 262523
i 112567 108008 138000| 94874 72666 | 84224  Be0El

i




(34)

CHAPTER II

PUBLIC HXPANDITURE,

Public expenditure in Irag ircludes t e crdinary expenditure,
the =xtraordinary exuenditure, vhe =2«penditure of tbhe Fao 3c¢heas,
tha fort of Basra, the i:sue of curre.cy ond the expanditurs of
the railwsys.

Table I1 gives the acu.al sanaount of public expenditure for the
pariocd 1425-26 to 1940-41.

Table II

Actual Public ixvenditure for the Years 1925-26 to 194.-4]1 in
in 1.p$49

dteas 1925~26 1326-2'7 1927=-28] 1328=23] 192530 1950-31 1 1951-32

1L_m

ey 5.;’05;»01 30254000 4149150 | 4396275 5668050 | 3856850 ' 3612975

Bgtraordinar '
txpendim..]- 125525| 96300| 94050 | =—mmmwmm | 181575

‘Kxpendi ture
98 Railways

‘BXpendi ture |
g? %B fort | 180917 179520 202075 | 196398 | 195584 | 197965 | 170322
: ara,

Rxpenditure
;_‘":l tue Fao

dt.ing

, ——m—— 103354 101784 152294 176136 166431 287677
:“ne

lxpeaulture
A the
{ague of

Wlre; oy,

ktalx 4051267 4308774 457855? 482126’? 613182C 4201748 4252549
h
9 The Accounta of the Iraql Government of ths Years 1925-~26 to 1940-41.
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I. INQREASE OF PUBLIZ 3{-35DITUIE

Table II1 gives tue annual public expendizure o the Iragi
Governnent for & period of sixtoen years, the corrzspondiug per capita
yubli¢c ex;enditure and an index number sxpressisg io terazs of a pepw
santage, the ralation of jublis -xgeadliure 1o eash 3uccas - ipe yezr
it thasv ol the baas ysar 1425-26. Publics e<csecditare Juring this
sepriod amo.nted to 1.D,iul28431), of 8 yzarly averasge cf I.D.6267769.
Froa the yoar 1925-26 to 19+0-4) it iacrecsed oy about 133 per cecnt..
Duriig tae s:.m2 period the sverage irncrsase sa3 55.6 per cent..

{aple 111

fotal &ctual Public asxpenditure and rel -aplta iIublic wxrerditure
for .he Yaars 1925-26 to 1940-41 in I[.D$29)

Yasar Potal Pubiic Index Number | Per lapita Public"dxpenditure
Expan%fgfres 1925-26=100 : D:nars Rl
1925-26 4051267 100 1 0038
1526=27 43067?& 106.8 1l 077
1927-28 4578537 113.5 1 144
19526=29 4321267 119.5 1 205
19523=30 6131320 132.1 1 533
1950-51 42017443 104.2 1 050
1931-32 4252549 105.6 1 063
1932-35 4531508 108,.6 i 095
133534 4556826 115.2 1 139
193435 4747453 117.7 1 136
1955-36 6166665 152.9 1 542

(550) 1bdbid.
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Table III Continued,

Year lotal Fublic Index Number Per vapita Fublic =xovenditure
E4ponditures 1925-26=100

1.0, ' Dinars Fils

1336~-37 B279724 205, 5 2 070

5 1937-58 8753523 217.1 2 138
 Ly3e=39 | 9623979 238.7 2 406
1939-40 | 10015851 248.4 2 504
| LMC-sl | 1133309 235.6 2 358
: Posala: (10U234311 2485, 7 25 004
AVODBZ38 0267769.4 155,6 1 500

wsraagz of SGovapn-

[
b

7]
Ly
Lr
W
H'

Tie naln roason For suca an incress

aent fuactions, sne=ther due to tas ass.apuicn of additional functions
orf to G2 axtenaloan of old onegs. ntlil tae yaar 1534-35 the increase
of public egpeaudinur: wWas &d9et aloost regulsr zz3 vacy sliyg t froa
Oue geul GG wnolher, ‘he Sreateszt Ilnc =2as2 %33 1acde in tha gariod
oztwaan lyi+=~35 and 1936~37 during which the lru3i Government assumad
Lae resycasibiiivy of the 1ssus of curre-cy and ol the adibknistration
of raliways. A lepgs poriion of this increase wes due to thz zraat

é iasrease of expenditure on capitul develcpament worzs.

Tae inereus of public supenditure siuncae 1937-33 is due to the

sleat sypandivasr. on the arsy and police, and in 1933-80 =nd 13940-4)
to the coat of adaministerinz new functions sush as the adainlstration
of ratioging , control of supplies, countrcl of sxshanges, seasorship,

provaganda and slailar othar new functions nscessiatad b7 toe presant
warssl)

(51) Proa a sfeaah by the Minister of Pinance toc the Publis, published 1
in the A -Zannn newspaper No.1379 dated 17 July, 1942.
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Furtheraore wie 44l has unecd.uialwd btne granting of war allowances
to uovernaens orfriclals. In 1#J-41 une war aliowazncas granted to

govaranent officialas amnounted 0O I.D.52604OS52)Part of the incrasasa

in ,ublic exjandituire in 1933-40 and 194C-41 i3 dus to the inflation

QL SUSDLCS,.

Jn thsy basis of a population of 4,003,203, and iIf wa conszidee ¥ 1

R

toas tas popudation na- reaadliad statlonary, the pa3r cajital public

eapenditurs la Irag would nave oisen fedn «ooul cng dinze in 1925-26

T e g, o,

to about 3 liaars in 1340-41, The per caplita subtlic exgzuditure in

iraq 1o 19+o=4l1l may ba co.gapsd 4itn 3,4 in Zzyot, £1,8 in Iran, ( :
53)
£l.9 in Syria, 5.5 in Falestice, £24 in tho U.3.A., and £62 in :nglandé

11, POBLIC X SNDITURY ONDoR MALY HOADS-— OVERTMENT 77AS IFLCATIL

In irag, public 2apanditurs comds under six main heads. Lat us

considzo wach one ¢f them separately,.

A. Ordipary Sxpenditure,

Vedlaacy expenditure includes all espensus necassary for tne
general adiinist.abtlcn of the uov:rnaen®, It couastitutad, on the
aveguge of th: sixtiaen years, 1925-27 to 1942-41, about 78.4 par cant.i
of tas botal public expenditure. In the fipancial year 194.-41, it !
agount:d to I.D.7144811 or about 62 percent. of the total public ex- %

(52) Ibid,

(55) Figures for Egypt, Iran, U.3.A., and znzland are coampilad from
the Leapgue of Mutions Annual Statvistics of the Yaar 1940-41,
The fi_urs for Byria is complied from the Bullestin .ocnomisC
Trima:trisl of 194U, and the gizure for Falaeatine is coaplled
Trom ¥ the Stat cal Abstract of Palestine of the year 1941,
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penditure of the said period. Iable IV gives the amount of actual
ordinaery expenditure of the pasriod 1925-1941,

Table IV

Total Actusl Ordinary Expenditure and its xRelation to Total
Public Expenditure for the Years 1925-26 to 1G40-41, in IéDSSq)

Year | Total Ordinary Index Number Percentage of Total
Expenditure 1925=26=100 Public sxpenditure

1925~26 3350350 100 95.5

1926~27 4025400 105 935.4

1927-28 414%150 103 90.6

1928-29 4396275 110 9l.1

1929=~-30 5668050 148 92.4

153031 3356850 39 91.3

13531=32 3812975 93.8 84.9

1932-33 3586160 93,1 31.8

1953~34 3736445 97 82

1954-35 3794280 93.5 79.9

1935~36 4413016 1li4.6 71.5

1936~37 4756167 123.5 57.4

1957-33 5174502 134.5 29

1938-39 5670738 . 147.2 58,9

1939-40 6369148 . 165.4 63.3%

L980-41 718491) .. 185,5 62,5

Totals 24184217 _ _1922.9 1285,5

Average: .4636513,5 *_i ;gg!;g gg!g

(54) _The Accounts of the Iragi Governaent of the Years 1925-26 1o

—— —— N __ I |




*

1§35-387 T936=37

1937-38] 1938~39[1939-430) 1940-+1
214855 | 197931 | 193421 | 190254 | 245405 | 229526
60350 | 59152 | 673828 | 53058 | 55104 | 56646
. 70066 | 26478 | 69828 | 41738 | 69517 | 65531
6730 8518 7749 3663 3630 5021
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T 2 o

Tne above table shows that althougn Ordinary expenditure was
insreased (by 85 ser cent. froa 1925-26 to 1940-41), yet its impor-
tance to tha total ;ublic expenditure declined (from 95.5 per cent, §
in 1925—26 to 62.5 per cent. 15 1940~-41), 7Tois indicates that the ﬂ
expansion of yublic exponditure in Iray nas begn both vertical and
horizonuval, Although the general adainiscration of the government
is becosing wore costly, yat the laportance of this type of expen—
diture o total publie expenditure is dsclining as the Government
43 .;uaes aore and more functions,

Table V gi.es the azount cf ths amctual ordisary exzenditure for
the period 1931-32 to 1940-41 accordinz to the various Government

deyartuente as they are classified in statemsnt "A" of the ordinary
budget. Tsble VI sexpresses in terms of a percents e the rslacive in-~
-ertance of expenditures on diffsarent cbjects that coae under the oOrw-
dizary bud.et. The table shows that th: nost isportant objast of or-

dizery z2xpenditure is sslaries, which constitute on the avaraza adbout

4 yer cent, of the total ordl:ary exusnditure,

Iable V

Actual Ordianary mxpendi:ure Under Various Votes for ths Yaears
1951-32 to 1941-42 in I.D$25)

Votes _ 1951-321'1932-33 1953-5@_1954-55
l- Pensions and Gruaduities 293782 | 260229 | 268893 | 199883
2= Sivil List of H.X.the King 53148 58392 58901 57259
3= Parlisaent 54285 | 34954 | 83257 | 38577
4=~ Comptroller and Auditor General 8014 9173 9127 9187

(55) The Accounta of the lragi Government of the Years 1931-42 to
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Lysu=35 ] 1939=36] 193637 1937-38| 1938-39 1959=4c]| 194C-41
15554 | 18521 | ‘1ysse | 15258 | 12586 15530 183585
40559 | olblu D9a70 | 05715 | 79152 | 92272 42528

2455 | 2yless | 297v20 | 550251 363252 | 385622 | 473313

L5023 | 170338 | 87963 | 174039 | 184979 198543 | 200616

Si5303 | 588387 | 339230 | #25780 | 495916 435479 | 451795

573364 | owwesws | 622261 | ©53913 674575 | 686950 | 72074+

2191w 1 243024 2865153 472856 357999 ; S62525 457547

360255 | Lo4logy |ladseie 1215033 L626uU30 | 1969167 | 2215615

130297 | 129067 | 1-°7444 145146 | 1497381 143240 1535754
56Uu3 | 54056 susnl | 36967 | 39299 71899 73430

579355 | 428034 | 523505 | 726347 | 718100 823465 | 86595+
54139 ¢ 59795 | 66104 29024 | 33336
5541 | 87553 | 90387 | 101514| 96266| 117711 | 146436

194404 | 308207 | 359060 | 67282 | 70348 69835 | 66312

------ i b oo ] memew | wm—em] 209089 | 256895

il oo | zeemm= | 351367 | e=——-| 125499 197105

leysus | louwyys | 2wusel | 2188357 | 204857 227969 | 252317

3704280 | 4413016 | 4756167 | 5174302 | 5670738 6369148 | 7184911
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Table V Continued.

_ Votes - 1931-321 1952-53] 1933-34
5- @ouncil of'aigzistera 14240 | 20363 | 32489
6~ iinistcy oi Foreign Affairs 24569 | 29906 | 40725
7- #inistry of Finance 268539 | 253190 | 271859
7a-Custoas end Sxcise 164377 | 166770 | 158791
F= dinigtry ¢f Interior 281636 | 291214 | 29870
3A=Iraq Police E 547964 | 541759 | 557568
Gg=Public (Jealth 190161 176251 137640
Y= dinistry of Deafence 745230 | 801442 /59208
iv=dinistoy of Justice 1004G2 ) 105422 116764
104~Tapu Departasnt 28565 28383 324938
l1l- Minlstry of Bducaction 238856 | 306994 “:
12- sinistry of wconomics.(Previously | :;
Ainistry ©f Egonomlics and Trans- 74800 86538 55168
sortation.) - ]
l2a-agricultural and Veterimary 43201 32836 69746{
Department. o ,
128-Ircigation and Works. (Later on '
Ainistry of Coamunications sand 2446950 219132 | 193737
works.)
13~ Public Forks Department. ¢ -
i3A-Iprrigation Degartment. +
13B-Posts and Telsgrazs Departzent. | 180925 | 163212 | 160309
Totals 3612975 13586160 | 3756445

i
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Table VI
Relative Importance of Actual Ordi. ary cxpenditure on Diffsrent
Objsots for the Years 1938-39 to 1940-41¢76)

Ivews of z«ipendicure 1938=39 1939=40 194041 i
lhetual Expent . Actual =X | Actual & o F
3iture I.D. iﬁ pendi tury/J, of penditurd §¥]{ -

H::ivp 1.0, Ad L., h? C1%= N
1. 3alarios, 3151226 55.9 34568949 S4.2 5709207 514 55§
2. Allowasces and Ser- 76497 1.1 757800 1.4 81080 |/2] s4d
vizes. '
3, Traasport Allowances 98702 1.7 119269 1.8 82833 |2 ¥4
i
4. Pucaiture and Fixvare] 11431 0.2l 13624 0.2 26801 |03 271
5. Books 5958 0.1f 281891 0.5 14881 {oil o)
6. Printing 21249 0.4 21836 0.3 30872 | o4l o
7. “tationary 28262 0.5 32354 0.5 37776 | s5] o5
8. Posts and Tele.rsas 59639 1.5 67523 1.00 73419 | it| 17
anl Telayhones, ;
ve aenis 55021 0. % 60424 0.9 65125 | 29 aj;
10. #atsr and Elec- +35531 0.8] 44840 0.71 5195 |06 a7;
tricity. ?
11, Rejairs 15315 0.2l 18953 o.2| 17400 |02l 02
12, Yarious Bxpensas 58303 1.0 65267 1.0| 65221 03| 10
-
15. 3alaries and al- .
lowances for Tea- 305213 5.4 365636 5.7] 3429Q9 ) 47| 53
porary Xxployees. :
14. @ids and Charities 349617 6.1 183451 2,91 264485 47| 4.3
15, Salarles for (Over- 58156 1.0 a762 " 0.7 58756 | 0§ mgé
time worzs, :
16, Autoaobils 79722 1.4 95 1.5| 11286616 ] 14
17. Arms and Munitions 88269 1.5 45693 0.7] 15634|0J 63
(56) The Accounts of the Iraqi vovernment for the Years 1938-39 to :

1G40-41,
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Table VI Continued,

Iteus of ixpenditure

1938-83

193940

.

13

19,

Actual xpen
diture I.D,

g ACLURL SXhI M
penditure

§H

[~

I.D'

Fodistufils aud Folder
slotnas an: Jnltoras
Roads anc #uilldin<s
Irrigation .orks
squipasanis and {ools
dedical lastripents
and dogpitai squip=-
aents,

Renittunees

sXxpensas of «eratriation
of Forsignaers

the sxpeu
Lea e

ilrag share of
diture ol L2

Bursarlcs

discailiansows ifxgonsges

The 3bare of aunicipalir

ties froa ta2 Sullding
Tax and &x¢isa on
Ksrosens.

550525
90479
208310
55557
176666

73791

9734
15¢30

4574

43454
241
84434

—— - ——

5.8
1.6

3.8
.6

3.1

1.3

G 7

0.7
1.4

391197
107234
230399
62737
281517
66099
75348
13975
5312

57547
124524

2115153

\3
ee

6.1
1.7
3.6
¢.9

4.4

1,0

0. 8

0.9
1.9

3.3

1.

535679
100253

230690
123151
379632
25
154477
109386
12771

4000

47396
145952

253273

15
o.

Q.
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B. HExtrsordinary uxpenditvure (Jalled "Exsenditure on Capital

Develconent iorks,™

Extraordinary expenditure, or as it iz cai.ed expanditure on oapitalg

dave.opaent worss, comstituted, on the avarazy of the fourteen years, :
1527-23 to 1940=-41, about 14 per 2ént. of tha total public expenditure, £
Siace 193l=32 Lue.s casbeen o larvg: iasrezce in this type of ex;enditure.é
In 194u=4l it amcuntad to about 22 tizes its fizureg in 1527-28. Table &

Vil gives the aaount of ac.ual exsraordingry expenditire of the period

1527-23 to 1GHu-il, T
Tuble VII §
Tota Actuzl tatracordinary Fxparditire and ita Relation to the %
Total Zubllc izuanditure for the Yesra 1$27-23 to 1940-41, in 1.n$57 %
Year " Total Expenditure o | Index suater| rercent. ge of £
Japital Developaent 1927-28=100 | Totul Public Ex~ |
¥orks 1.D. panditure :
Ls2/=23 125325 100 2.7
1922-29 | 963500 76.8 1.9
1529-30 9050 75.0 |
L330-51 | ememem —- — E
L 3132 181575 144,8 4,2 g
1u32-33 532605 265. 3 7.5 %
173354 . 428505 51,9 9.4 %
L3435 428222 381.6 9.0 :
1935-36 1235576 985.8 20.0 §
1936-37 2402788 1917.2 29.0 *
1457-38 2372740 2612,2 27.0

{57) The Aoccounts of the Iragl Gov:rnaent of the Years l922—28 to 1940~ |

&
£
i
B
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fabla Vi Continued. | }

T Year Toval Expendituls on | Ilndex Rumber|rercentage of
Jupital Devalopaant 1927-28a100 | Total Public ]
dorks I.D, - Expenditure, ¥
1953-39 2463565 1965.8 25.5
1y39~40 2232916 1781.7 2242
Lgi=4] 2709428 2161.9 25.7
Total: 15103607 Y9975.0 183.6

Thia type of casenddt.e. coosists of expsuses lncurred on large
antaLpeiges a largy pooportion Of suica is Jdestined bo increase the
productivit; of Lis country., 1V includes expenditureon irrigation
#0r0K8, transgwortavion and soLaunication, tuildings, buncs, and sub-
aidies. Tuav is why tuls expoensitare is cfcerﬁ calial exnenditure
v sa.ital derszlol aeny wo<d., Howaver, & lar:e part of this expen—-
ditirs is oot destinad for productiva purpcses butl rathss for other
purposdes, such &2 :he expendivure on thne army - &ra; sxpsnditure
agounted in 1933-3< tc 1.D.1483373 or apout €C per cent. cof the total
exvancitura. In 1939-40 and 19+0~-%1 it szounted to 1.,0.708756 and
1.D.Y83526 or avo.t 31 and 32 p=r canv. ¢f tha toual expsnditure
respeactively. Hence, thils type of expencditure may b2 petter called
sxtracrdiaszy ex;anditure and not expenditure ca capltal developgment
worka, Tuble VIII gives the annual asmounts spent on the various
itesns under the exuvraordinary expenditura for thnas yeers 1931«32 to

1940=-41,
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1935-36_ |._1936-57 1957~-38 1938-59 1939-40 | . 1940-41
463016 433615 486324 285000 275730 757004
169270 518%C3 36501 381000 365417 278897
- R 9OUOLO 668541 201562
----------------- 183505 ———— 193014
550748 | EBESLY | mmmemm | —=mee- comeem | mmmemee

45542 #0851 ———— 18458 1417 42722
T e 104683 112224 67921G | #20000
e | 380602 705585 ————— 20000 50000
e | emamm & 5324 583378 4015 281764
S L I e 152356 104465
1235576 | 2402794 _ 2372740 246356 2232916 | 2709428

r—b—————
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Tuble VIII

Actusl Sxtruordinary cxteaditure Under Various Ltems for the
Period 1951-32 to 1940-41, in I.p$°8)
Yyote 1931-52| 1932~-53] 19535~34 | 1934~-35
l- Irrization works 24133 34277 72242 92932
2~ Roads, "ridges, Telecraphs (124640 133072 156857 109462
and Telephonzs,
= militCary Bulldings and —— e R ———
Zquiyaent,
4« B.iidinzs and xpropriaticn meewe— | cceew
5~ Buildiazs and HEquiznaant 29034 #1199 164388 183927
o~ S.bsidies and Industrial 3750 340506 4522 41901
Yorks. :
7- Loams | mesm= | meeae e -~
J= Banks ————— | mme—— ] e -
9- Aras and dunitions @ = | eeemmwe | ceoee ~-{ = .
10~ Por2ign Loan cervice ————— ——— - %_jﬁ‘
Totals 181357 | 332604 | 428506 | 428222

C. Expenditure on «silways.

The sverage axpandliture on reilways for the five ysars, 1936~37

to 1940-4]1, amounted to about 7 per c¢ent, of the tctal public eox-~

penditure,

ey -.afy for ¢hs adainstration of the Iraqi State Hailways,

This type of expenditure conslstes cl &8ll expenses pec—

table 1IX

(58) The Accounts of the Iragi Qoverasent of the Years 1333-32

to I930-8Y.
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gives toe anount of axpandit:rs on railways for the years 1936-37 to
1940-41,
Table 1X

Total Actual Bxpenditura on Railways and its Relation to the
Total Publie Zxoendit.re for the Period 19356-3F to 1940-41,
in 1,089

Totel sxpenditure onfindex Nusber| Percentage of Totil
Year | Rwaileays, in I.D, 1336-37=10v | Public dxpenditure,
1930~37 214652 100 6.1
1337-38 607748 i18 6.8
1950=-3y 859780 163 8.7
1339=4C 754008 146 745
lugo~41 834028 163 73
Total: 3555216 690 36.4
Avera e

D. Exsenditurs on the Port of 3asra,

sxpendliure on the Port of Basra constituted, un the average
of tne sixteen yéars, 1925=26 $0 194041, about 4 psr cent. of the
total public exponditure., It i:nsludas all exopenses needed for the
adalaistoztion of the -ort, Table X givez the snznuzl amount of this

ex;sndituce jﬁyr the yaacss 13925=26 to 1980-41,
h

(59} The Annusl =zepor:ts of the R&ilwazﬁﬁduiqistralion of tha Years
lusc=357 to 1lv40-41,

0
3
a i
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Table X

Total acuuwal sxpanditure onn the Port cf dasrs and its delation

Lo the Total rublic

in l.D§6°)

sxpendit.re for the Ysars 1925-26 o LyaC-41

iotal axpandiiure -lndék Audaber | rercentags o Total
Year on tna Port of 1925-2€=100 | Pudblic uxpenditure.
“Bagra, ig 1.D.
1925=-26 130917 145G 4.5
1'220=-27 179520 9.2 4.2
1;27=24 202075 111.7 4,5
L923-29 196598 108.6 4.1
L2y=3u 19554 167.0 3.5
1950-351 197965 109.4 4.8
1ysi~52 170524 g+ L 4,2
1,52~33 163563 G0 4 3.9
1350=5% 175C42 5.6 3.8
L954=35 211434 1ic.v 4.6
1935-3.. 219571 121.5 3.7
19356~37 327754 181.1 4.5
1957-33 336342 185.8 3.7
1938~5y 365517 202.0 3.9
1939-40C 362234 200, 2 3.9
1A0=-41 391458 218. 4 3.6
Totals 3871682 2141.7 65.0
Average: 241930 135.9 ‘ 4,0

{:
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B, Expenditure on the Fao Bar Dredzing Scheae.

On tha average of the fifteen years, 1926-27 to 1940-4), expen-
diture on tha Fao Dredging Scheme coustituted about 3.3 per sent, of
the botal jublic expeniitire. 1t includes all expenses incurred for
building and widening the Fao Bar channsel.

Tas original idaa of vae schaeuns was to build and asin.sin a
¢anaunsl thrpouzn the sSar, at the wmouth 2 the 3hatt al-=arab, 300 faet
wide and 30 feet wid deep at high water, for the purpose of snabling
iarge snips drawing 30 feet of water at higzh tides to pass through
the Bar %o Shatt-al—arabSSI)Thia channel was completed in 1936. In
that year apother plan for widening and deepening the origzinal channel j
was put into action. At the present tina the operations consist of
wia9ning, despsanlnz, and axaintaining the channolsea)

The Fao Bar Dredsinz Scoheazs has :cunXedtod tae rort of Basra
(i1l con 3Shatt-al-Arab), fror one which could only be sntered by
vegsusels of a draft of 20 feet into ons to and from which vessela
drawing 32 feet can rreely pass. "An ocean steamer of ordinary size
can now take bher full cargo into, or ship it direat froa, the fort,
whireas under foramer csonditions two thiprda of the cargoe hail to be
lightenv. a distaaca of fiftdy to one hundred miles and trunsferred
at sea, The extra handling risk and delay attendeut on tha former
state of affairs were all reflected in the very high rates then pre-
vailiag for freightgst

-

(6l) The Annual Report of tha Directorate Gesneral ¢f the .'ort of Basxi
&Tthe 10“195@-22. ’060 '

(62) The Anngg; ds;ort_of the Directorate Gensral of the Port of Basif
) ] ear ) P. .

(63) The sgfgsl Regort of the Directorate General of the fort of Basi
sy Po 3
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The Aannual saving ln Gransporv co3ts affected by the schens is
cstinatzd, on the averags of uvne tan years period(l93i-32 to 1940-41),
tv be about three aillion staprlings on all claszzs of cargo c¢oaing
inio and leaving tha Portseq)Ths aovernuaent inposes speclal dredging
G428 2harseabl: con 311 siips usis: zho chasnel,  The snausl dredginz
w2 luwpessd on snlzs passing the cnsanel did a0t axount in sny year
LOD2 Zhun 1.9.503321, (See Tabvle XX , v.772 ). Table XI zives the
aniual azncunt of expenditure orn tne Fao Scrway Lor thae period 1926~27
Lo ly+o=41,.

Iable X1

Total Actual Sapenditure o. tnh2 Feo Bar ured it scnase and 1ts
telarion to tu: Total Public Expenditure for the Years 1926-27
to 1940-41 in I,D,(6%

Total Lxpenilbuce on | IndeX Juaber | Percectazs of
Yaar the Fao Dradging 1526-272100 | To.al Public £x- }
Scheae, in 1.D. nenditura, £
lyzo=27 103854 130 2.4
1427-28 101787 98 242 &
1926~29 13229 127 2.9 i
1329~50 176136 169 2.8
1u3C-31 156931 lel 3.9
1431-32 237677 277 5.7
1732-33 298978 287 6.8
1933-34 2138834 210 4.3
1954-35 200955 195 4,2
1555-36 190494 185 3.1
(64) The Annusl Report of the Directorate Genersl of the Port of
Besrs of the Year TOW0-AT, p.IZ.
(65) The Lnnuainn rts of the Directorate General of the Port of
Basra of Eﬁisgoaru 1976=~27 %0 LSAU=<I,
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Table XX Continued,

taar iotas sxponditare onj ladexs huaber| Perc:atage of
Liue Fao Drecdgling 1926=27=10" Total rublic
Sene.as , o 1.0, Lxpenditure
195557 140577 135 1.7
195733 187317 161 1.8
1y3d=5y 2117153 204 2.3
1939-40 213321 205 2.2
LA4A0-41 262523 252 2,2 %
Tobals 2373189 . 2752 50.0
Ayarava: 191545, 9 .E 133.47 3.3 (

P s L L g

P, Hxpanditura on the Issue of Qurreacy.

R,

lns expiaauiture ¢ the Currency doapd constituted, on wn2 average

Fl

20 5h seven yoars, 1954-35 to 1940-41, about L.+ per z2:3nt, of the
cotal pudblic angezdisurce. Iv includes all exponszs ascessary Lo

a2 13sae, Lolanspory, and safaty of the currency. fuble LII gives
o danual aaounts of this expendisure 1or the period 1934-3> to 1940«

Table XII

Tota. Actual Expanciture of the Ipag Surrency Boara wnd its
Jalation to Total Public Exrenditure for tue Ysars 19354-35
to 1940-41 in I.D.£°6)

Yaar Total Dxpenditure on the Index suuber Percentage cf
lssue of Currency. 1934=53=1C Total ublic
sxpenditur:.
19354~45 112567 1C0 2.3
1335-36 108008 95.8 1.7
(66) The Accounts of the lpragi Governaent of thia Years 1934-~35 to
194041, -

%\__,
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Table XAI1 Coavingwed,
!
Year Total x-andituare on | index Muaber] Terzestza ;e of tae :
the issue of Currency| lv34-55=1C0 | Total rublic sxpsn- |
- diturs, *
1535537 133000 122, 1.5 f
i
Lyda=59 72666 .5 2.7
ly5u-4 4224 74,3 0.9
lotal: o964CC 614.6 9.5
v 4807 | ©7.8 1.4 '.

Table XI1[

The oistributicn of Actual rFublilic axpenditure cn tioe 3ix Budgets

culing tie lears 1lyse=37 Lo 1440-~41,
Iteas of Percentzie of Total ctual rublic Expen-
Expenditurs. diture.

1936~271957+581953=39193%-13]1 240=41 iverage

-y Urdinery ixgenditure 57 .4 59 53.9 63,5 52,5 6.2
e Jtracmiﬂar}' Jgan- 29.0 27.0 25.5 22.2 25.? 25.5

aituie.

J. mXpeMiluly O The . : ,
xa;lways. 6.1 6.8 8.7 7.5 7:3 7:3

re sXIZenolilke onothe _ort 4 03 3,7 3.9 3.5 3.6 3.9

0-:- '!':‘ ?‘.;J:.L'A‘

-
i
£
' J
3
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Ttan3 of Parcantazas of Total Actual Fublle
nxgeniliture s anditure

1950=37 13537=5311958=-59|1939~4311940~41} Averaze !

S, LLJEe0GLTL0R Ou 1.7 1.5 2.3 2.2 2,2 2.0

+ Y
Yao Dredzin: cniaz
5. sxpaniiture Tor tha 1.5 1.7 0.7 2.9 3.7 1.1 _
lasue 01 Jurrenzy | 4

i -

|
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: . Tna Tollowis; zlassificotion nasy v2 ta<en as a basis for vLs

: e7zluation of oubliz sxnenditire in lraq,

i

i {. UOrdirsry :dainistcative sxpenditure

; a. Drdinary Cporstions ant aslubosadoe,

§
¢

B, Canital Cutlay.
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. I1I. Expanditure for the BSconomic Developnent of the Country.

(53)

Expenditurs for Prodecticon.

A. Ordinary Upsrations snd Maintanance.
l, Arny
2. Pollce
B. Capital vutlay
1. Amy
2. Police

A, Ordinary Cperations ana daintanands.
l. Llrrigation
2. Agriculture and Veterinary
3, Roads and Bridges
4, Banks
5. Subsidies
B. Capital Qutlay
1. Irrigation
2. agriculture and Vetsarinary

3. Roada and Bridges

4, DBanks
1V. Expenditure for Government Enterprises.
A. Ordinary Operations and Maintanance.
1, Paost and Telegraphs
2. Port of Basra
3, Hailways ’
4, The Fao 3cheme
5. The lssue of Currsncy
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V. Expenditure for Social ‘urposas.
A, Ordinary Operations and #¥aintenance.
1, PFducation
2, Hesalth and Regriation
3., Pensions and Gratuities
B, Capital Outlay.
1., Education

2., Health and necreation

VI. Public Debt |

Table XLV is coustructed by rougihly adjustine the figures given i
in Taples iV-XII according to tie aboves classification. 1t shows the
relative importsnce of public expznditure con the various govarnment E
services for the period 1936-37 to 1940-41, Due to tha lack of the 4
necessary data nc¢ distinction is made in this table concerning the

nature of the expanditure, Botn expenditures for orainery operations

and aaintornance and for capital cutlay are treated together,
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Table XIV

of Actual Public Expenditure on the Yarious
the Years 1936-37 to 1940-41, in I.D,

_—_}

g

| I teas imounts ofExpenditure in I.D.?
B 1956-37 1937-38 1938-39 1939-40 1940-41 Average muiri "
. ordinsry Adminis- ’ | | - j
v O etive sxpendi~ | 1222586(1368702) 1738308 | 1536605 | 1750468 1719332} 18.9° i
: ture. ‘_’._ s.
[ Expenuitare for |1875873|2889320| 2777983 | 3354873 | 5925685 | 3084747 30,75 |
prodection |
- Ao ATRY 1253612| 1830407 | 3103408 | 2667923 | 3198941 | 2410858 24.5 §
_B. Police e22261| 658913| 74575 | 636950 | 726744 | €73889] 6.2
1. Bx.eadisure for i
b Behnomis Develop-| 2165384 2072891 | 1034577 | 1234828 | 1863375 1675211) 17,18
aent
" Aé Irrigation 792675 904973 | 355348 | 471214 | 920421 638927 7.07:
- B. Azriculture and 9C347f( 101514 862605 117711 146436 110455 1.13
: Yetegriuaxy f
g, 30ade aad 514509| 363019 564505 | 574486 | 728794 | 509143 5,201
Bridgzes '
~ D, subsidies 80B851| =—=- 18458 1417 | #2722 28689{ 0.30}
. Banks 886602| 703385| —--=— | 70000 | 30000 | 337997 3,48t
'J- Bxpenditure for
- gg:ernaent inter—|1321145] 1825118 | 1634533 |1641756 |1831387 |1582787| 16.14
ses
A Posthand mele- | 200362 218837 | 204857 | 227969 | 252317 | 220868
L5208
B. Port of Basre | 527734 336342 | 365517 | 362234 | 391458 | 356638
C. Railways 514652| 607748 | 839980 | 754008 | 833028 711044
¢ D, The yao Scoeme | 130377| 167317 | 211713 | 213321 | 262325 199051
i 8 The Issue of 138000| 94878 | 72666 | 84224 | 86061 | 95166
~ Currency
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Table X1V Continued,

Items Amounts of Expendditure in I.g; ;
_: 1936-37 | 1937-38 | 1938-39] 1y59-40| 1940-41 uerg%_té:?ﬁé
- gxpenditure for | 1007945 | 1292604 | 1266353 1436193| 1553021 | 1311224| 13,50
. 3ocial Purposes j
| A, iducation 523505 | 726347 | 718100| 828465| 865954 | 7s2474| 7.53 |
" B. deaith and 206515 372836| 357999 362323 457541 | 367442] 3.78 °
5 Recreetion ?
. C. Pensions and | 197931 | 19342)| 190254 245405| 229526 | 211308| 2,17 |
f sratuitises :
. Public Debt 686797 | 104688 | 112224 811596] 524465 | 447954| 4.38 .
. Total: 8279724 | 875332 2 10015851 | 1143340«

821255100,00

-n the five ycars average of, 1936-37 to 1940=41, public expen-

urgure in Iraq was distributed among the various Geovernssat services

in tie following manners

1. Ordinary sdmiclstrative expenditul@....see... 18.10 per
2. Expeaditure for Protection ...i.vsvrvcscncenes 30.70 par
3., BExpenditure for EBeonomic Development .....:0. 17.18 per
4. Expenditure for Government snterprises .,..... 16.1%4 per
5. Expeaditur: £or S0CL81 DUILDPOBOS seveeesssesss 13.50 par
6. Public Debt ...vieevtencciasverescensvecnoves 4,38 per

TOUBL: soscessrsvavsnsscsnnsvssssscsenscansens 100,00
e ———

cent. :
sent,
cent,
Eent.‘
cent.

cent.

This shows thxt the most laporvant type of expendisure is that

for protection., Next come in order of their impor%ance, toe ordinary -

adainigstrative expenditurs, the expenditure for economic developsent




(57)

th: expenditurs gfor Governuent enterprises, ths expenditure for

gocial purposas, and the expenditure for public debt,

fax—fraq on various governuent services in Iraq with those of bgypt,

Falestise, and Sysia and Lebanon in the year 1937-38, Coavaring Irag
#ita ogypt #e Tfind that iraq spends & lar:er proportion of the public 1§
axpanditurs on protaction, while sgypt, on the other hand, spends & §
larzar proportion on soclal serwices., Both countries s:.ead about |
zgual proporticns on zeneral administration, capital works, zovern—

2ent 2aterprises and public dabt,

Table X7 coupares tne relative iaportancs of public sxpanditurs

Table XV

Tne Ielative Importance of Publie Zxpenditure on Various
aovsrsneent Services in Iraq, &gyptv, Palestine, Syria and
AT
Lebanon,in the Year 1957—58567’

Percentage of Total Acgtual Fubiic 2x-

1.

jo

4,

S

Type of sxpenditure pendi ture. !
Syria and}
EIrag Lgypt Palestine Lob&nan.k
Opdim ry Adainistrative Ex- 17.3 1s.1 18.7 28.4
ixpenditire for Froteztion, 28.4° 18.4 26.1 29.2
Sxpendlture for Econcaic 22.7 26,6
vevelopauent, 47.8 20.9
Expenditure for Government 16,3 14,5
snberprises,
ex, enditurs for Social iPur- 15.2 21.2 - 7.8 1§.8
Foses,
Public Debt 1.1 1.2 —_——— ———

6.

)/ ig%%%gféézafzﬁg;aafj%».#%Euiﬁ:?:¢¢¢aj§§§§§jﬁi”,zgéié;a;QA,{;aﬁg;h

ne. of Lhe Year 1939-39; and fiures for Sopren non A 201t

filed freon th: Badlilis, ce Bimestiicl of the Your 1957239
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Table XV Continued.,

Peroentage of Total Actual Fublic ax-
Tyre of Expenditure penditure.

Iraq Egypt | Pslestine %zgigogédl
7. dlscellaneous s mens 1.7
Totals 100 109 100 1CO

Jomparing Irag with “alestine we find that Iraq spends a much
larg2c shara of public exgemiiture on social services, whils Palssgtine :
gpend=s a larger oroportion on capita}fﬁggg@ggment-works and econoalc
servicasg, i.e. 47.8 ner cant. in Palestine as conpared witsa 39 per cent}
in Irag (Bconoaic devalopsens 22.7+ 16.3 per cent. on government
entaryrisgs). Both sountrias almost agend asqual preportion on ceneral -
agdainzistration and defence.

Lastly, comparing Iraq with Syria anc Lebanon we find tha: the
ferger speads reziatively aors on economic developuent, while the
lavter spends reslatively more on genefal adaiuistration and eore co
social services. Both spend the sans proportions on defence,

#ltu toe exesption of the relstively lerse expendituie oa defence -
aud tihe relavively szall expenditure on soclal services, one maey
8s;ert taat public exrenditure is fairly well distributed in Iraq
sxong the various govarnxent sorvices.

The popition of pudblic expendlture allocated to the army and
police was greatly increased durinzg the period 19337-38 to 1940-41,




it

S CHCLEMG SR - N et e it

(59)

In 1957-33 the expendicure on the arzy asd the police constituted
about 28.4 per cectn, of the total public expoenditure as coapared with
3¢5 35 per ceny, in 1940-41, This extra ex.enditure was mainly
davosed t0 the army, The increase of tha expenditure on the aray
auring snis pariod wes dus to unclaar political raasona,

Japerditars on sosial sﬁgﬁicea, i.e. eduz..li0n, health, penaions
and gratulties, constitutad in 1937-33 about 14,2 per cent. of the
totul public expendit.re as couparad with 13.3 cer cent.in 1940=41,
Jn Ghs averagz2 of tne flve years, 1936-3537 to 1940~-41, it constituted
about 13.5 per cant, »r the total sublic ex.enditure, of which 7,53
Ser ceau, was al.ocated for sducation, 3.78 psr cent. for healtn and
recreation, and 2.17 yper cent., for pensicns and gratuities,

Axpanditure on sducation amounted in 1%40-+1 to I,D.732474 which
wag gulficlent to mai.tain 44 Government i:tecmidiary and secondary
sghools, 76l clementary and prizary schools, and 141 schocls Tor

tue ililterate, Thess schools providaed fres educaticn to about

107075 students., In midition there were abo.t 3680 students rsgsiving -

free education in tte Royal Law Collegs, the Royal Engineering School,

the Peachers Training JScheol, the Technical Training 3cheol, and
Tag 20ysl ~cnool ¢f d2dizine., The number of-dbvuaﬁy students in the
saae periocd was 217568)

Free mnedical soprvice is also given to 8 zreat nuader of the poor

population botn in cities and viliages. At the presant tiuze there is

-

(68) Heport of the iducation Departzent of the Year 1940-41, p.l6.

it ey T =
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4
at least one Qovernment hospitsal and botween 5:30 clinies in every

city, and not less than one clinic in overy v111a39569’

#ith the exception of the amall emount granted annually in the
forn of pensions and gratulties, ths governasnt doss not spend any~
thing oo social sscurity and social insurance,

A good portion of public expemiiture is devoted vo Governaent
ertarsrises, axpenditure for governsent enterprises constitated on
the averazs of tn2 five years, 1936~37 to 1940-41, about 16,14 per
cant, of the tctal public expenditure, This ip turn w»as distributed
saong Lue diffecent enterprises as follows: 2.13 per cant. on posts
and telw: raphs, 3.67 per eent, on the Port of Basra, 7.31 per cent,
on tna3 railways, 2.05 per cont, on wne Fao Schsxe, and 0,98 per cent,
on th2 i -sue of currandcy.

Juring this period about 2C new post and selegraph offices
ware opened, and 18169 mlles ¢ t:lephous wires were extended,
doreovar, 462 kilometers of raiiway track were built, and 10 locomo~
tivas, 18 rallwsy coaches and 317 raliway wagons were boughts7°)

The FPac Bar Cnannel was completed and opsrations to widen and deepen
it nas pegan. ;
sxpenditure for the econoaic devalopment of the country coasti-
tutad on the avarage of the five years, 1936-37 to 1940-41, about
17.18 per cent, of the total public expenditure, This in turn was
distributed as followas 7.07 per cent. on irrigation, 1.13 per cent.

0:.. agricultur: and veterinary, 5.20 per cent. on roads and bridges,

(69) Report of the Health Department of the Year 1940-41, p.d.

(70) The Statistical Abstrect of the Iraqi Governmment of the Year
v P and D, . : ‘
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0,30 per cent, on subsidies, and 3.48 per cent. on banks,

The most lamportant among these sxpernditures is that on irrigation
worka, It is not an sxag.eration to aassert that in no other field -
public expenditure was more productive than in this fleld. Since
1427 four large irrigation schemes were lanned which once they are
sompleted would increasne @nprmously tha a_:ricul tural production_or
the country. They are the Kut Barrage of Al-Galcag sciheame, the Al
dabbaniyah schesna, the Al-Igshaql scheme, and the (azil Robat sdhena.

The Kut Barrage or Al-Garrsf scheme coaprises the erection of
a daa on the Tigris te ralse its lavel in order to enable the Al-
gurraf river to draw water from the Tigris in the sumner sesson.

(7L I
Tne scaese was conpleted in 1933 and cost tue wovernaent I.D.1,119,430, )}

it is estisated that the scheme resulted in the irrigation of aore

than 1,200,000 aisharas of land suitable for cultivationg?z)

The Al-Habbaniyah scheae comprises the creation of three large
regulators and the digging of three cannals, to link the Buphrates
i with Habbaniyah Lake, zouth of Ranadi, another between the Euphrates
; and the Lake near 5in Al-Dhibhan, and the third between the Lake and
Hor Abu=-Diblia, This scheme has two aimst (1) to reduce the dangef
of Buphrates flood by diwerting the extra water to the Habbaniyah
Leks, and to Hor Abu-Diblis when tne Lake is fullg (2) to utilisze

the water of the Lake in the summer season by returning it to the
BEuphrates through the canal near 8in-Al-Dhibhan., It is estiaated

(71) 7The Ireg Directorate of the Year 1936, p.482.

(72) Report of the Irrigation Department of the Year 1940-41, p.8.
A muldura o’-;u/} £ 500 /&/;MM attfér‘jv__ I
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that the extra capacity of the Lake is 1,300,000,00C cubic meters

of water which would be sufficient to irrigate 936 tnousand acres

of land cultivated with cereals and cottons75)mhia schene has not
yet been coampleted.

Besides the above two large schemes, there sre two other scheaes
of a lesser laportance s8till under consideration. The first ia that
cf Al~Ishaqi for the irrigation of 150,000 misharas, ths second is
toat of Qazil Rovat for the irrigation of 900,000 misharass74)

In addition to the sxpenditurs on irrigation a great dsal was
spent by tho Agriculture and Veterinary departaents for the purpose
of iaproving and incrsasing agricultural and natural production,
Grest achievants were made in the fisld of experiaentation, cross-
bresding, control of pests and diacasss, and the supply of agricul-

]

tural information to famers. 4 geood deal was also spsatv on the
building of roads a:d bridges. In 1933-39 two aodern bridzes were
cons:ructed on the Tigris linking thes two sides of the Capital, namely,|
the Karkh and the Rasafa which costed 1.D,270,000., During ths period |
1956~37 to 1940-41 the Government helped the egtablishuent of three
banks by granting each & loan of half e zillion dinars. Theass blﬁkl
ars tha Agricultursl)l Bank, the Industrial .Banx and the Hafidaim Bank.
Until 1937-38 expenditure on public debt did not occupy any ime.
rortant pesition in the public expenditurs. Froa 1938-39 to 1940-41
expenditure on public debt was greatly increased, 1.e. froa 1.1 per
cent. of the public expsnditurs in 1937-38 to 4.6 éer cent. in 1940-

1941, This is due to ths payment of the interest cnarcssble on the

(73) The Iraq Directorate of tho Year 1936, p.482,
(74) Report of the Irrigstion Departuent of the Year, 1G40-41, p.10.
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joan of £3,000,000 secured froa the Britisa Governuent in 195'?575)

un the aversge of the five years, 1936~37 to 1540-41, expenditure

on public deot constituved 4.38 per cent. of the total public ex-

pendi ture.,

Sl

By
(75) Ses Infra, p. Z2F:

e T T




11936-37

195738

1958-39| 1939-40

1940-41

- 2995344
; 997521
932327
57656

7341

| 4540723
1144159
10635863

64861

15715

4582660 4357447
21448231, 1245983
2060364 | 2087627

1
71€87
11630

45325
15036

4810743
1697643
16513586
29121
17156
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CHAPTER III
PUBLIC R:VENUE.

L]

Public revenue may be <2nerslly dafined as all suas réceivad by
th Government and coutésplatad for public ex;anditure. An iaprtant
&0t 0f public reven.e is tome result of cozpalsory payments made by
individuals to the governaent to derray tne cnarges incurrﬁd in the
Tnis part of public revenue is called tax=—

Table XVI

comacn interest of all.,
revenue, the rewalning part is called non-tax revenue,
Sno¥s tue public revenuss for the years 1932-33 to 1940-41,

This chaplter is mainly devoted to the d.scussion of the non=-tax

revenue, The discussion of {ux-revsnue ig postponed to the foliowing

chaptsers, i
Table XVI f
ars 1932-33 to 194041,

Total Actual Public Revanuas for toue Ye

in 1.0¢76)

Iteas 1932-33 | 1955-34] 1934-35 | 1335-36

I. Non~Tax Revenue, 1359142] 1750085 2263012 | 2170164
A. Revepue froam Public Domiin.| 753455 827178! 1106679 3966673

1, 011 Royalties 64172 374787 1036972 390733

2. Rent of Property 480111 43337 55251 57075

3. Sales of ?rcpertj 16272 9054 14456 13815

(76)

Figures for tha Port of Basra and tnes Pao 3cheme are takern from
;ne Port of Basra annus® Adamlnistrasive Acport for the Years

or the railwsays ars

§
rag Stats xuiways Annual taport of the Years
to 194023I%1EII‘EEEEE‘? d 7 |

1gures8 &re secure

roun the

lij&-:é i
goounts of ths Iraqi Government of the Years 1932-33 to 1940-41.T
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Table XVI Continued.

Iteans 1932-33 1353-34| 1934~35

B. Revenue from Govarnaent Enterprisges 746391 803158 738454

A. Railways
205793 | 199555 | 204222
2435956 | 275400 | 297744
4, The Pao Scheuxe | 267327 1 505721 240158 4}

S. Tne lssue of Currency | | T 13331

215241 | 2031C7 | 238231

31072 75202 & :
1. Court fess and Pines é w : 0320 7987 o1

56647 | 44186 | 51390

2. ’ogt and Telegraphs
8. Port of Rasra

C. lRevenue fron Feea, Licencas and Fines

2., Tapu fees

11850 | 10222 | 1263
3, Haealth Services 3¢ 3

iG26 10870 1428
4, 3chools e 57 5

5
13372 |+ 14053 24744

5. Police
L3175 | 13043 10122
6. Army f

' 5% 37C 708

7. dinsrals ; 20 i (S 7
6323 | 845 1636
8. Irrigation Depaptment 323 | 3845 >

= 1 ﬂ6 12;-
9. Public &orks Department o7 7655 539
1252 1589 370

10. Survesy Departaent

622 966 | 034

11, Navization 5 59 7
967 1088 412

12. Customs Departz=e nt f
15 Cce 656 o
15, Agricultural Department 273 33 567 i
1681 3306 6567 o

80 36 264

——— 1785 2753

14, Vetarinary Departaant
15. Antijuities Departaent

lo, C¢ivil aviation.
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Table XIV+ Continued

1.4935-3¢

1936=37 | 1937-38 {1333~39 | 1939-40 | 1940-41

1 797714 | 1586081 1742631 | 1785540 | 1913302 | 2194969

| ——- | 606026| 678217 | 697508 711356 | ©64176

220855 | 243658 | 260198 | 285408 | 358349 | 434479

1 193425 j 530863 | 418996 | 444142 | 8418Q60 | 426357

195016 | 230034 | 206561 | 209949 | 241334 | 243251

39950 | 42850 | 48625 | 60000 | 1000 170000

265660 ! 508913 | 412960 | 342295 | 467025 | 365620

80432 | 77255 92352 99680 16095C | 106346

58652 | 70354 | 8478y | 77111 | 82244 967 34

12110 14426 | 20025 | 25225 | 26103 | 28324

15110 19671 | 1Udec | 52672 | 52532 | 34332

23361 33056 | 36337 | 53438 | 42485 | 96939

31588 | 47439 | 61830 | 71393 | 34,52 92982
Se4 160 4152 73 6199 4328

2452 1582 | 58770 3113 2576 2611

5736 223G 9021 | 19140 BYs1 7239

911 1321 1175 1241 1806 2103

7593 7280 8914 8742 8104 3924

1951 6404 3863 5675 3649 3424

9356 6159 7248 3739 3092 | as5ea

1427 1779 2007 1922 2192 3437

178 259 227 160 119 254

2450 | 3033 4926 4413 1510 2579




Table XVI Continued.

1935~36 | 1936-37| 1937-38| 1938-39 { 1939-40 | 194041
136117 143029 240973 310594 361132 352511
3679786 | 4210506] 4798025| 4760406 | 4826659 5154315
112792 121625 115244 129885 152466 164723
‘ 19824

2033225 | 2278505 2705892] 2634073 | 2630802 2417118
459881 544596 656667 675513 | 796349 820686
248613 268734 237561 315977 370013 553122
357558| 528169| 517914 479344 497069| 550228
85005 108204 126101 121201: 140567 172633
215978 2277352 .j?41911 251484 190292 308635
116634 | 15291 146735 149832 145970 | lesass
3292 3231 3362

g TR
4
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Table XVI Continued
Iteas 1932-33 | 1933-34 | 193835 |
D, Miscesllaneous Non-Tax Revenues 138555 109662 1296#3';
II. Taxes 2867602 | 2982157 | 3304527 |

A. The Building Tax 112370 105449| 116484 |
B. The Bullding Sites Tax | |
C. Custozs Duties . ; 1561236 1641663 1892671 5
D. Excise Duties ., | §69708 305343 453421i€
E. The Iacoze Tax 112544| 123295 114288
¥. Rent of dipi Land and Water Rignt 325533 339497 586457;
T e et | 70050 7iero] 7ot
H. The Istinlak Tax on Animals and 210950| 191990| 205209

Animsl Produce. 5
I. Stamp Duties Yo4354| 103272 06313
J. Radio Tax : -

Totals :

T. NON-TAX R:;vsm;'-

A. The Increase of Non-Tax Revenns,
> } | s

¥ :
In the last decade public revenue in Iraq was continously grow- .

ing. 'Tax—raienue a3 #ell as ncu~-tax revenue were increasing froa

one yeas to another. However, the increase of the forrer lagped

!
-
Frefilhe,




p—

vehind that of the latter,

(67)

The relatvion betwsen total public revenue

of 1952-33 and that of 1940-41 is that or 100:222; that of tax -

revanue is of 100:179; whereas trat of non-tax revenue is of 100:265.

(3ee Table XVI1).

Table XVII

Total Public Revenue, Total Tax devenue, and Total Non~Tax
Revenue for the Years 14%52-33 to 1940-41

in I.D.
Total .|Index. | Total Tax| Index | Total Non| Index.|Psrcen— |
rublic Tﬁumber Revenuse Number | Tax Nuaber| tage of
y Revenue evenue Non~-Tax
ear Revenus |
’ to TPotal’
5 Public
l devenue __
1932-33 4726784 | 100 2867602 | 10C 185vy142 ' 100 42
1353-34 | 4732242 | 101.2 | 2982157 | 104.1 | 1750085 - 98,3 | 37.8
1938-35 | 5567559 | 120.5 | 3304527 | 113.7 | 2263012 1122.3 | 44,5
1935-36 | 5849950 | 122.4 | 3679786 . 127.2 | 2170164 | 117.6 | 37.6
1356-37 | 7205850 | 153.2 | 4210506 | 185.3 | 2995344 |16l.1 | 41.5
1937-38 | 9338748 | 209.5 | 4798025 | 167.4 | 45840723 | 250.7 | 48.6
1938-33 | 9343066 | 210.1 | 4760406 | 166.0 | 4582660 | 254.2 | 49.3
1935-40 | 9718106 | 218.7 | 4826659 | 168.2 | 4887447 | 269.2 | 50.4
1980-4) | 9965058 | 222.2 | 5154315 | 178.8 | 4810743 | 265.6 | 47.9
Totalt | — -——— | 1457.8 127641 | m——mme=  1639.0 | 399.6 -
Averaga sl momem—m | 161,8 | wmmae== | 141.8 | ~—w=—ee | 182.1 | aa.a ;
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In receny years, in spite of the introduction of new taxes, the
percentags of tax-revenue to total public revenue has decl.ned, Non- %
tax revenue ls playing a new and a aore important part, In 1959-40 .
it constitued 50,4 per cent. of the total public revenue, as compared
witn 42. per cent. in 1932-33, In 1940-41 it constituted about 48

per cent. .
The increase of non-tex revenue in recent years is mainly due
to the continous increass of revenue from oil rogalties payable to

the zovernmeAit by the 01l Companies, as a presult of the usw agreement

concluded between the Govsrnment and those coapanises, Until 1931, !
the iragql Governasnt was not permitted to grant new concessions for é
the purpose of oil explolitation in Irag to other companies without

first taking the consent of the Iraq Petroleusm Company. JIn 1931 an
agreauent was soncluded between the Iraqi Governzent and the I.P.C,,
in acecordange with which the Iraql Government was left frece to grant
guch concassions, In 1932 a goncession was sranted to the British X
0il Development Company, According to the agresment between the g
B.0.D., and the Government, the B,0.D., 1s permitted to exploit oll. :
pesources in Ireq on condition that she pays fot gold snillings on

each ton of oil so produceds77)rha B.0.D, started producing in 1939,

in that yoar(oil production in Iraq was raised enormously from 115000 §

in 1959, to 1031000 tonnS7B)The revenue fro. oil royalties was, ;

(77) Specisl Report on the Adainistration of Iraq of the Year 1933,
p.diUd.

(78) Said Aimadeh, Economic Organiszation of Iraq (in Arabic),
vowedivai o488, E;Iruf. 59351. p.§§.
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therefore, increased from 1.D.574787 in 1933-34 to 1.D.1036972 in
1934-35, 3inoce that time o0il production, and thus the share of the

Governaest from oil royslties has bean constantly increasing.

B. 3ources of Ncocn-Tax Revenue.

In Irag non~-tax revenue includes: ravenue from public domaing
ravenus from Sovernaent enterorises in the form of pricsa; revenue
froa different dovernment departments as fees, licences, and finesy
and .aiacellsnsous recaipts,

1. Revonue from public domain. devenue from public dozain in
Iraz includasz tne annu&é’sums received oy the Governaent froa &3
the oil companies, from emed of governaeunt property {(axcluding rent
0of azrizultural lands which will be dealt with in lhaptzr VII,

"Rout of Hirl lLand and ¥ater Right"), bridge tolls, and salez of
aovarnient property.

The most im,.ortant source of revenue from public domain is that
of oil royalties, the revenus of which has been constantiy iancressing
in reazent years, The total amount recelved froau tne Iray Petroleuﬁ
Coapany, the British Petroleum Company and the British Oil Developaent
Company, in 1940-41 as royaltles and coasrensation in lieu of exeamption |
froa taxation amounted to I¥D.1,651,336., This aasount is expected teo
rise to two ailiion dinars as the annual production of oll would reacn

-

the egtiacted figure of eight miliion tonag?g)

(79) Ibid.; "The production of erude pstroleusc ic Irsq esamounted in
1959=-4C about 4,106,000 metric tons., In addition Irsq
produced 22,000 tons of sotor spirit, aoaooo tons of
kerosene, and 112,000 tons of heaby oll. Lesague of

Nations, Statistical Year Book of 1939-4C, p.l5l.
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Recalpts froa rent or eales of Government property ars not 80

importact, waile bridge tolls were abolished in April, 1940S80)
Table XVIII

Revenue froa Public Domain for tne Years 1932-33 to 1940-41,
in 1.9531’

{

"Gov's . |xates of |3ales of|Total | lodex [Psrcen—| percen-
¥ anare © |Govern~ |Govern- |Receipts | Number| tage toltage €o
®3r' | from Uil [nsnt prodment Prolfrom Pub- totzl total
Companiegqperty perty [lic Non-Tax i Public ¢
Bridge Domain Revenus | ievenue §
Tolis
1532=34 69172 48011 16272 758455 100 39.3 16.7
1933-34 574737  |43337 9054 | 627178 82.7! 33.9 12.5
1954-3551050972 55251 l4456‘ \11066?9 186.0 26,5 20. S
1935-5¢ 390735 57C75 13815 966675 127.4 42.8 13.3
1936-37, 932327 57856 ) THL ) 993 | 1319 325 | 187
1937-580063535 184361 115715 3344159 | 150.8 31.5 14.1
Ly38=35LC00364 71687 11680 | 2144231 282.7 45.7 22.8
1939-40p087627 45325 13036 (5 aicus | aa3.o| 2.8 21,5
4940=-411.651386 29121 17136 - 1§92§&2__““333'5 24,1 16.4
Total: | = }b==——= @ Jom——=a | = 1527.81349,3 1554&__;
Average} - R B 169.75 38.40 17.69 E
(80) Law amaniing Land Trasport lLaw No.22 of 19349,

(81)

The Accounts of the Iraql Government of tns Yeara 1932-35 to
1980=41,
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Table XVILI shows th t revenue froa public dozain has been
on ths increase, Tnat of 1940-41 is sbout 124 per cent, grester
than that of 1932-353, On the sveraze of the nine years, 1932-33
to 1940-41, revenue rrom public dousin constituted about 38 per cent.

of the total non~tax revenue and about 18 per cent. ¢f the total
public revenus,

2. Revanue froa Governnent enterprises. Revenue f{rom Govern—
aent enrterssrises constituted on the average oI tne nine yesrs,
1932-53 to 1340-41, about 44 per cent or tre total nou-tax revenue,

and about 19 jer ceant., of the total pablic revenua, It includes

all r2celpus £rou the 03t and Telegraph Departuent, ths dailway ﬁ
Adainistrovion, the Fort Adsinistration, tae Fao Scheas, the Govern— ﬁ
sent Press, and tnz Surrency Board, E
Table (IX show: the revenue rrom govarniant anterprises for
e years L932~33 to 1940-41, %t will be not=a that since 1956-37
Daiiwa; r:22ilts tavs pesn included emony pudiic revenuass. This
nas been as a Jesult of i1he transrer of ths admninistration and
operation or utue reilways to the lragi Sovernaent. The Currency -
Board was created i:. 1434-35% when the national currency was sub-

astituted ror the Indian currensy.
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Teble XIX

, | {

Rev=2aue from Uovernuent interprises for the Years 1l352-33 to 1940-41,

in 1.0.

L]

;;} Poat a d Rail-{ port |Pao rIssue “Goverd- Totdl . Inde‘ Per-~ Peraen~:§
: Telesg ways,! of Scheme of ment [devenue | Number] cen—|tage :
© raphs. Basra Curren~ Presg for age |of
' oy . Governd for {Total
aent otal [Publiec
snter— on- |Reve-
priseal ax inues,
1 eve-

_ i nua.,

2735 U573 | =mmem | 245935 267527 | —mmmm 29300| 746391( 200 {425 | 18.1

: | i

gj-jq 129255 ———enm—m :275400 303921 | —=m—= 50262] 809138 105.2{49.1 | 18.8

=35 d222 | —==—- | 2G7744] 260158| 14981 | 31559| 788454| 102.4[37.2 | 16.6

55-56 _2Ud25 ---——! 195425| 199016{ 39950 | 44468 797714 103.6[39.1 | 17.4

}6-)? 24 5553 | 606626 3804863 230034 42450 | 42450{ 15460811 200Q.1}53.0 | 20,7

: ‘ i

¥7=3ai 2eul98 1673217 ; 413596 236541 48625 S0C541 17426351 220.7(50.3 | 24.8

; 1

bomJy) 2854041 697306 | 444142 249948 60000 | 57739/ 1785540] 230.3140.3 | 20.1 |

b 338349| 711356 | 413060 261324( 150000 | 74213( 1913302 248.4{40.5 | 20.6

%u-4l 434979| 888176 | 426557 243251] 170000 | 36206{ 2194969 288.6147.3 | 22.6

jals - R [ Rp— — 1606.3399.3 | 174.8

ragel === | —coeee RO [ r— - 156.2 48,56 12.4aq;

3, Paus, Licences, and fines., RKeceipts sade by the various

covzrnnent departients in the form of fses, licences and fines con-
stituted, on th2 ave~nge of the nine years, 1938~33 to 1940-41,

sbout 10.5 par cent, of the tossl non-tax ravenue, and about 4,5




o3r cent. of the total public ravanus.
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aceount of such recaizts for the period 1932-=33 to 194041,

Table XX gives a detajled

Iable XX
Revcnus froa Fees, Licencea, and Fines for the Yeara 1952=33 to 1940-41,

in 1.282) :
Items, II233 [M935 D4 |1034-35[ 1435~ 3¢ 1GRC-3] VISP NIF-3F 193740 |18ko-Hs M
Ccourt faes | B1O73| 73262) 7946a| 80432) 77253 92354 99480 100950] 106386 |
éaad fices, %
' tapu f£aes 55647| +4166| 51390| 58652| 70354| 84949 7?111 82244, 96734
i{eaicu sor— | 11830110222]12633] 12]10| 14426) 20025 25225 26103 28324
fvica. i
§3cnools. 3626| 10570! 14283 15110 19671 10364 52672 52332 54832
Police. 13072! 14053 24794 28861| 35056 36937 3a§5q 42866 96987
;Acny 13175| 18043, 10122] 51588 #74393! 6183G 71373 84852 92782
: * ; . : 1
Jail. 3612| 3345 5392( 9809| 10502 $965 1u66l| M0 10238
ncms 565 870 708| Sesa| 160 4133 78 6199 4328
i d it L e | :
icpleatiL. | ©923| 3845 1636 2932| 1582 5877C) 4ill) 2378 261l
§Jepartaent
sublic dorxs| SML| 7655(12639 5736 8230 9021 19140 6941/ 7289
gsepartnent. : _
 sunvoy 1252 15840 Lo700 911 1321 1175 1241) 1906 2103
faepa:uaent.
§§§$§§3§ioa 6225 5966| 7034 7539 7280 8914 a742] 8104] 8328
§Autnority. .
igriculure | 1573| 3306 6567/ 9356| 6189 7248 8739 51092 14563..
. Separta:nt. '
Census 967 1088| 412 1951 6404 3368 5675 3649 3428
EDepaptment. | I
Veterinary 1681 33C6| 6567 1424 1779| 2007 1922 21927 3437
Uﬂp&rtﬂﬂnto
&) The Agcounts of the Iragi Goverpment of the Years 1932~33 tb 12&0—#1;
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Table £X Gontinued.

lanaous noun~tax revsnua cousilituted, on tie average of the nine yeams,:

1632«33 %o 1940=41, about 6.5 per cent, of the total pon-tax revenus,

snd aboud 3 per cent., of the total public revenue,

Table XNI

Itea s, ;"3.52-33 1833-34) 19343857 1975°3¢ /53{-3} 133738\ 1934391139 4o| /34047 Q\Jﬁ
‘16. Antiguities 80 3@ 264 178 2 227 160
} De,artaant, ! 9 ? 6 13 2
17, sivil —-| 1789 2753 2450 3038 4926 44
! Avistion. 53 5 303 926 131 1514 2679
.otal: 22 6 2556 zo
lndex Numbec, l g
Percentagze ; 159 216' 262.7
toc Total
aon-Tax Ca N -
Hevenue. ll.l_lu.a_ 1C. 1 11,3 12,00 11.3] 7,2 9,3 11.310.5{
Fercentaze :
to Total
: Jublie )
éﬁﬁ- Revsonus, G| G4.2 4.7 4.6/ H.2| 5.4 3.2 447] 55 8.5
4, 4£iscellaneous ravegua, Table I xgives toe iteas as wall as
the axounts of non~tax ravasaus froa miscellaneoﬁs sources. alscel-

N TR i = e

-a:"h?-"?’. W T T

Non-Tax xavenue from ..z:2ellans3cus Sources for thz Years 1932-535 to 1940-
1941 in 1,0.(83)
_itjms. 3233 |853-34 (1934357 #9.35~3L (J3€-371937-38 |1138-3) VI33-40 /}:99_-41
. Peasion 67672 | 70254 7904 5| 84256| 86566| 97952| 114195 128153 |128246
. Sonteibutions,
; Interest 6988| 9692| 12732 177351 8633 4137

of the iraqi Government ofthe Years 1932~33 to 1380-41,

}5) The Accounts

R Eo s
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Table XXI Continued.

Jteas 18233 14933-34 (93435 423°-3€ Y I3E-32 V332301123807 VI3 4elidge -4 4l

 geserve and ﬁssgf-uoaof.zaseia:aao 56786 26354| 21395 30651 6354
659 1318] 791 1353 389] 275 35670175272 96220

! Pppaasurly
. operations.

. Refunds . 603 2005 1361 182 447 57 -

Royaltizs of .
. the Govern~ : .

- gent £r0. Uil —-—o 900Y| 4492 5123 10158| 44032| 85407 73540 ' 472
. Companies in

{ gowpensation _. . |
Cin liou of ex- % : ‘
. geption fro. .| | : ;
. Taxatio:l. f; ,i i i

51655 15009{ 24559 27470 36786 26354 21355 30651 6354,

I
‘- :
» Recelpts frou

«

%

t

H

» Misceilancous
j

? : 1 !
; ;ther Com— - % - 39374 17066 L0662 mmm—=)
" panies. | f ; |
: | ; :
|

» Repayaent o _ :
. Agricultupa ! i : :
P Loans Advane | semee) 43750 6250 =w-m= =eme—i 29572 30061 42869 46219
, ces and | i ; ; | ;

i . :

H

; Help froz i
. Britisa Govern- ; [

N :

I

. Expenditure I . | Co
4o iraq,

i

aZotal ' 3662029648 3611'7145{32#’{@9755105%3611_’5 352511

~lodex nuabsr | 100 79.1/793,5 98,2 103,20 173.9 228.1 260.6 254.4 158,13
Percentage vo I

% Total Non-Pax .
~B8veuie, A 5.91 5.5 6.0 4.6 6.6! Gabl 7.3 2.1l 6.5

. Perconta.a to

E;rocai “uolie | i 2,9
L.a‘venue. a,ﬂf > 4 >.7 2. C A1 5.4 b .4

l. s
B
17
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II TAXES

Tax-revenue in Iraq constituted, on the averaze of the aine
years, 1932-33 to 1940-41, about 56 per cent. of the total public
ravenue, The Jpraql tax system is coaposed of the follewing taxes:
tnz bullding taxy the building gites tax; the inco:a taxy reat of
miri lend snd water right (so called land tax); tihe lstihlak tax or
wEricultural and afturzl produce; the Istihlak tax on aniﬁals and
aniaal produce; custe:zs and exciss duties) vas Ladlo taxy and tne
staap tax, |

Baca of tas foliowlepg six cnaptara is devotad Lo a serarate dis-
cussion on: (1) The Building and the buildding sites teax, (2) Gustoas

and excise duties, (3) the income tax, {(4) rent of airi land and

watver right, (5) ths Isti~lak tsx on agrisulvwaral ana pmatural produs:

and the istihlak tax on aniasls and anizmal producs, and (&) the radi
tax snd tos spaap tax,

Tax rsvinue for the yezars 1932-3535 to 1%40-41, are ziwen in the
second part of Table XVI, Table XXII shows the relative iaportance
of tne dirferent taxes to tax revenue and to public csvenue on the

average o7 utn2 nine years, 15332-33 to 1940-41,
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Table XXI1

Relative Importance of the Var.ous Taxes to Tax-ievenue and
Public :uevenue on the aversge of the nine Years, 1932-33 to

1940-4]1, -
Itenms Percentage of Totsli Percentage of
* Tax RAsvenue, | Total Publie
Revenue.
1. Custoag Duties 53.80 .28
2. Exctse Duties 13,69 7.48
3, Rent of Miri Land and 3.69 1.70
Hater Righz.
4, The Izncozmc Tax ©.25 3.47
5, Istthlak Tax on Animals 5,66 1.68
and Animal Froduce.
6. The Building Tax. 2,92 1.51
7. S3tsmp wutiss,. 4,84 3.42
8. Idihlak Tax on Azgriculture 11.05 6.06
:.. '.
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CHAPTER IV

TAXES ON BUILDINGS AYD BUITDIMNG SITES.

The present building tax is the reanant ¢f the old Ottoman

dusaxaffat tax iaipogsed in a&ll countries urder th: Ottoman regize,

Althouzhfthis tax was jiaposed in most of the Uttoman Villyets before
the L&t war, 4+sit was never imposed in Irag during tas 1ifeiiazs

of ti@ Jttoman Bapire. Afver the British Cccupaticn of Bazhdad in
1917 the military authorities granted the sucicipality -7 Baghdad
ena other municipalities in othepr Lisas, tne vl kbt to iliposs tois

rax$%* e aduinstration ad& collection of the Jusaxmffat tax re-

pained ia tue usnds of uuniéipalities until the yzsr 1523, In that
w,'ﬁ'ii_. ’
s2u2 tas Utvowan wusaxaifat tax law was repsasaled and the first Iraqi

Zuiiding Tex Law was sanctioned by the Ilragi Govarnmentsaﬁ)Since
that tize toe bulldin btax has become a Stabts tax, and the -igav
Af aunicipalities Lo tala tax has vean presdervel in granticg thea
& share Iroun the tax collacsionBSBB)The law of 1923 was then repealed
by the 3uilding Tax Law No.35 of 1927, which wag Erer anerdad in
1335 by tno Aamending Law N0.53 of 1953, Law Mo.35 of 1927 and its
asending Law &u,53 of 1955 were &lso repealed. On April 1940 a new
Building Tax lLaw, No,17 of 1940, was established.

On March 10, 1940 a new tax or buildirng sites was imposed by
the Building Sites Tax Taw No.l15 of 1940, This law wasz asasnded by

-

ths Amending Law No.24 of 194l, It was oniy enforced for a vary

(84) The Irag Dir:ctorate, (Dangoor Press, Baghdad, 1951), p.352.
(85) 1Ibigd,
(86) Law for Granting a Share from the Building Tax Jollectioas %o
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short period, Its execution waa suanended beginning April, 1942,
witn ths intention of re-iaposii.s it after a period not% exceseding
two yaars from thz erd of the praesent war, for rzasons tnat wse shall
nention hereafter,

Taxe: on buildings and building sites are not sc important
froa tne fiscal polut of view, In 194¢~41 whan the “ullding sites
tax was collected, revepue from these itwo vexcc formed only 3.5 per
cent. or tne total tax —evenue, and abeut 1,28 ger cent. of thae total

;ublic revenue,
I. TH3 RUILDING TaX.

A. Basis and fate of the Tax,

g 3

g

Th bullding tax is & ten psr cent, tax on the annual rental
varu@ i oulldings property. For the prupusz of applying the tax
%13 annual rental valua is taken vo mesn the annusl actual proas
sental Valu0587jﬂence no aliowancze or dedustion 13 asde in respect
or deyreciation, rejairs, and other expenses iucurosd oy a2 owner
I'or the aainitenance and che upxegep of his vroperly. MNorstzag:d
property and propersy fo2e of mortzage arce Laxed ailks,

Building propert., as enuaarsted in paragraph "b7 of Articie 1
or tue Building Bax lLaw, includes the foliowing:

1- "All dwelling houses including couctyards wnd gardens

(regardless of Sge) .

(87) The Building Tex Law No.17 of 1940, Article 2,
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|

2- 3nops, warehcused, Knans, Honmams, A'lwas, faciorles and

workBhops includirg courtyerds or lacdzs of whatever size
ad joining sane and used in connection thecrswith and all
other plﬁéas snd sites used for exploitation.

3= All stvatiorary river craefts whizk ars used for thne inscale-
lation of machinery or for the stors;e of roods, or as
laundries, c¢offeeshops, or for any coamercial -urposes.

4= Tand leesed for other than agrisaltaral purssses, irrespace

wive of its situation,

stvationary river craffts are such as crafts usad for tis 28nu-
vact.re of l1ce whicsn are comson in Baghdad, Basra, and Xdosul.
Luads loused fopr osthar than agricultural prugoscs ag2 such a5, land
seuted Lo Lae ovepranasnt to be uged for buillding caaps for tha army.
*ne Building Tax law does not liuit tha maximum area of a garden

Ir courtysasd walsh can be attacheda to a dweilling nouse, fastory,

Adlaa @?{tne iike. ©Tnis practice is, ¢f :z0ousie, ¥ary objectinnable
zsp2cieily after & vax on bulldling sites na: Leern inatituted, Those
wno owa *end large ar2as of vacant laad, salch i3z subje:t te the
puilding sites tax (the building s3ites tax i3 a tax on the capltal
ralue og&ands on which thar: is no buildlaz, or vacant iznd), can
very casily evade this tsx by building a s3all dwelliax housa on
tneir site and retain the reazinln: area as a gacdan conne:tad to the
houga. DThe pritent gracitise, thersfore, renders it pos:zibls to some

pevpla to scyuir: large arsas of land and pay gxzll taxss at the

- a3aqa2 (lae,
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Exgeagtions.

Ther: are thres kinds of exemptions: (1) permanent exsaptions,

(2) teaporary exeaptions, and (3) partisl exemptiouns.

1.
nanently

(&)

(b)

(e)

id)

(8)

(£)

Perananent exeaptions., The following propsrtlss are per—-
axenpted froa the bullding taxgsa)
‘"Govarnment property.*
Propsrty belonging to the minicipalities which donot
produce sny revenue and is used for publle prupcses,
All dosques, Takias, Churches, Jynagoguca, donastaries,
aad tueirs dependant croperty providad that the faie are
ta2 pronarty of (and are occupied and used by) thz religiousa i
auzthoritizs in charge of such institutions.
Scnools aad ctpoer educational cr Leasvelent insvinitions
whicih &rs ta2 properiy of (and oczupisu snd used by ) the
souwaunitiss aznd Associations amanszinzg thea.
Jroperty exenpted in accordance witn tresties and agzresaents ?
which hve besn, ve aay be concluded, butween the Iragi
Governnent and Poreign States, This may also includa all
pireaises of duly accredited repcasentativés and consuls,
provided that the property balongs to the Btate concerned,®
Dwellinz nhousas Lf the annusal valus ia:

(1) 13 Dinars or less lo the csase or’Baghdad, Basra,

and dosul. . :
{2) 6} Dinars or leess in the zase of other towns and

vi llagea,

(88) The Building Tax Law No.1l7 of 1940, Article 2,
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(8)

(b

{

2

i

)

(32)

All property situated outside towne and villages if the
a2nusl assesgsd valus tnereof is 12 Dinars or lass,

All buildings (eredted in the fields and villagas) whizch
ars used for agricultural pruposses such a&s warshouses for
agrisultural produce, dumps for agricultural machinery,
plants &:d implemants, places for shelter of =nizals and
cattle and placas usad for silk wsora bresding, cotten

gloning and flax naceatinz,and othaer sisilar buildings,
sropercy of the Awgaf Deparstasnt wnich is used for publie

purpcses and wnlch has no yield?

Te2apocary exempbions, Thers are properties whiea, under

ceruuain conditiors are exeapted rfroa the tax for a certein period

of

Ula

(

P

m

oy

Jnder teaprary exaaptions comes

Tne exesssion of navly constructed U.iilaings, Property
that 1s newly constructed is exgeuzpted froan the tux for

a pericd of one Tull year from the date on whieh construc—
tion is coapleatsed, or the date cn which they bacoms fiy
for navitation., This exemption is not applicabls to pro-
sarty on walch improvewents, repairs or additions ars made,
nor %o nawly constructsl bulldings wnose owners f&illto
&p,ly to the Finance Authorities whkthin 180 days from the
date of the issue of the peramit for construction, This
exeuption is granted for the purpcss c¢f encouraging

+

oullding induatry in the country.

et e ATAE gt T A M o e
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(b) The examption of industrial houses. Property used by
indusctrial nouses, the encouragenent of which is desired,
axd wnich fulfil the coaditions lald dowsm in Article 1 of
the snccuragement of trhe Industrial Undertaxings Law Nols
02 1929, are exeapteld from whe tax for & period of ten
y2z=ra. The exsmption is zranted by a resclution of the
vounzil of aindstars,

(e} The pxaachion of preonsrty occupied oy tribas, Propurty
gcoersLi.2t2d Jor the sattiaieant ol neasadic trites

prad ool die tax for 4 cveriocu ol twaeuty years froa tas

[

dave o c:gpéting the coastmeetion,  fnis exsaption is
iagend2d1 ©o encourare tue sstrvlerent of tribes.,

(4d) Tie eseupsion of vazoaut proparty. Any property tiat rensins
vatany sointazcously foro « vecsiod of %Lilse acnths o aora
renALng racan b, arovidsd Yuisan Ent 04as2 of suwth 2 property
%ill po%ify th2 Flnanz? Aust:toriscias of bihe vagansy #ithin

3G asys fron the dats on which tne progerty became vacant,

Tna tsx will e again scllecoed a2 soca a

A ]

bhie sropecty
bucouss s :inin oc¢cupied, This sxeaption is quite naturzl,
for as Lne incoue frowm the propeoty ceaszes, the tax, being
impoaz2d oa iucome, auat &aisc cuusse «itn 1t,

3., DPaprzial exsaptions, Zne yearly valuz2 of sny dwelling house

situated in Ba2-ndsd, Basra, and 2osul 1s taxed afier deducting I.D.13,




r__

and thas of any dwelilng housz s.viat2d in o%thar wowns and villages
sl tesr deducvivng I.D.0.5.

Ty dwelling bousa is m2ant @ nouse whica is inhabited by its
sansrc (Or o+nars), Thus this parstiai exsmption i- only granted when
the property 13 ocaupled by its cwnsey onn2 it is rented no exemption
wiil te gZrantes and tne wacla yearliy valus is taxed., The amo:nt of
tuz YaX payabi2 in rrspect of a dwellingz houss situsted in Baghdad,
o e.waanle, wnose2 yeasly value is asses 24 to be I,0,140 is I.b.12
and 79C Fils, i.e., g;&czéé) 16 _ 12,700 Dinars., On the other hand,

TR . PP o 4 ", - s ma = Yo
L o btoX agdtie in D2oopash 0L & siailns o

ntadl peeanme wltr the same

i

geooiy ovalae s I,0,1%, l.e., 140§10 14 Dinars,

LV 3 3:‘,333;».—-1..‘
3 1L - em - T U, L 1 PR X - - . p—
L T PR | \‘f AS a0 Saue b, . B BA :)amer&t Zi o= &'Et’*l.lj V&lda
LoEE L 0 wsTuy Ban -t o & bSudldiog 131 13 aade cnce in evany
Liva gacie, S0oLar wr o8¢ 00 assa3.axal ther? 1s 826 8 coaaltves,

Lnoe2n gadnag, callsd L2 As3izsceent Toanetitza.  fhe As-tessnent Vod-
MAthea Lii 3820 wdiai 13 composad O Wwo cifrclal anl tev nou~-officlal

1

d2abapr3, was are 2ogiqetad By Lhe 4uta3dsar_ff (in the case of Head-

QUELLEDS <3da 3), o8 ULy thd Rumasxam (ln w.e c8s¢ of (a8 othar Qad-
nas)gﬁg)Tne AB3383312a% SOﬂﬂLtbaa in sach wwados luaspondencly sarries
oun the five-yuurs zenaral asssssaent of all prou=rty aubjzct to the
caxt ic tne .adaa afver rec iving 4 sjecial requestd froa tae dinister

af Flnanes.

(29) The Builaing fax Law No.l7 of 140, articly 8,and G.
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Genoerzl as:essments ars not apade at the same tise in all qadhas,
but tuey are carriad on at different tines in different <adhas,
dowever, it would have been nuch mor: convinient, and probably more

equlitible, if genersl assesaments were carried on at the sane tiae

a.i over the couniry. ¢

As soon as the Mutassariff or the geimmakan receives s request

from the .inister of FPlnance for a general assesszent in a certaln i
«adha, azd Assessment Committse is formed, in the amauner stated
above, for the purpose of zmaking the assessaent,

Two ways of assessaentv are usad, The first tacss the actual
annual rent of & lsasad property at tne time of assessaent as the
annual valua of tnat property for the purpose of the tax, In the
second toe annual value of the leased property will he ascertalued
direatly in the saae aanner as if the propsarty were not laasedsgo)
This is used partisularly woea the allezed rent ap .ears to the Com=-
altcee not vo be genuine,

The first practige ls genarally used in the case of the asses-
sanent of yearl; vslues of proverty which is under the direct manag-
dent of tha Axqaf Dapartaent or wnizn balonzs to municipalities.:
Ths annual reatal value of such property is taken &3 it is mentioned
in lists subaltted to the dinister of Finance and ap.roved by the

local Mudir Awqaf, the Presidernt of the Municipality, or the Amin

(30) JIhid., Article 1l. The assassmant of any property owned by
by more tuian one owner im undivided shares is made on

tae whols property, and not on the separate sharaes of
the co=-Ownars,
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Al=Asina, In most of the remainins cases the aathod of direst
ags3essnent is followed. In making s direct assessaent, the Aasessnent?é
Coanittvee basas itas estiaates on certain indices which are thought ]
to praflect, at least ap.roxisately, che sanual valuas of property.
it will consider (a) the size, meterials, and state of repair of the
sroparty, the spece available for uss and the amenities, snd value
of tne site; (b) ths use to which the oroperty is put; and {(c¢c) the
~:nt pald for, or the revenue produced by, other sinilar proparties
in tne ssaae 1o¢ality§91)
Sueh invesrtigation ir carrised on proparly, by ex.zt and nonest
assessors, will, in most probability, lecad %o an exacy dJdeteraination
of rental values of oroperty. fHowever, the lack of a sufficient
ruadar of asxperienced and honest assessors has been responsible for
fr23uent inac:ucate assessmentssga)To iaprove the quality of asses-
surs 1s the fiesy susp towands increa ing the fiscal adequacy as :
¥ell 33 the 2quisy of tne building tax, Tha urzenscy of the nead {
for beatter assessors will be auc.: sore ap recisted if we know that

2030 of tas pronarties subjecht to tine building tsx are sither og-

supied by their owners, or when leaged, zcst contracts ars mnade i
orally and on aavisgious teras. OConszguently rosort to direct asses- :
usnt is very frequencsgj)

Unce the gencral assessisent is completed, the Assessaent Com-

nittes will notify the results to tha ownsr of the proverty ssses-~

(91) Building Tax Law No,17 of 1340, Article &,

(92) Interview with the Director Janeral of Revenue.

(93) Annual Report of the Directorate Gensral of devenue, ( Govern-
ment rreas, ’ » P2,
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ged sad to the Finance Authorities ia spiting. The notica of asses-
nent is sent to the occupier in case the nlace of residance of the
owner is not known., Such notification is legally considered as a
notification to tne owner, Tne tax is sup.osed to be payable by the
owoer on thz basis of the assessaent for a period of five years com-
sencing from the date on which the general assessaent rnas bheen com—
pleted.

2. Re-asgsessment, Although assesszient is made onze in every
five ysars, yet the annusl rentsl vaius of a property needs not re-
nain stable during tiais long periocd, Cn the conirsary, actusl annual
repntal vel es often rlactuste from cne year to another, toey sre
soaetiuwes higher anu sometimes lower than the assessed values,

But it is frequently argued in favour of this practica tnat al=
toousa there may be small fluctuations frou. one year to sanother, the
averaze rantal value of a property forf a peariod of five years, in
#03% probability, will corr:spond to the assesser valus. Jonssquen-
tiy, neither ths tax-payers nor tine governaent will be agzrieved as
a result, This argument may contain an elsament of truth only if
yearly fluctuations were very light. But if, because of one reason
o another, the annual rental wvalue of a property has been greatly
increased or decreused since the gaeneral assessaent, and tnat the
assessed value will continue to be tne basis of tne tax, the above
arguaent is zerely a fallecy. )

Thus, Jutaad Iroa vhe point of view cof equity, genaral asses-

smenqsnould be carriad on o0.¢e in svery year. ©On tne other hand, an-

i‘
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nudl assessmant is ipnconvenient frou tne adainistrative point of

view bacauga it sk would i:crsase adainistrativa difficultiss aad

expensges,

The present practice of five-years assesssent coabinsd

#itn tne possivility of reassesznent whenever that is nocessary 1s,

tnerafore, the best practice tzat can be fellowed., It affourds a

mdsvpabie de:ree ol agulty as w2ll as & reasonable denrae of ade

ainistrative efficiency,

Although <eneral assessgrent is acde once in every rfive years,

yat during this period Asseassent Cowuittess will proceed vo re-

a8s83s tne annual walue 0f any propsrty by an order from th: Finance

Autaoriti

(a)

{b)
(¢)

(d)

es in tua following four casasg94)

Yhen the tax-payer, submits a cleia to the .overnasnt

that his property has been destroyed or has sustained
danege.

#hen the uss %o which the nroperty is nut nas bteen changed.
shen the tax-paysr subamits a clais oproving that the revenue
froa his property has decreased by 15 ,er cent., or more
since the l:-st assessaent.

¥pen it ap.cars to the Pinance Autnoritiss that tha annual
value of a prOpertbbas increased by 15 per cent. or more

since the lsst assessment,

By re-ag:esszent, thersfore, sreat deviations of actual rental

values froam agsagsed values of properties are always corrected,

%
(9%) Buildiang Tax Law No.l7 of 1940, artisle 1l,

Zih.--""""'
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3 Aﬁpeal asainst assessaz=nv. 3Bota parties, ths tax~sayzrs
snd tas Financa Authorivies may appaal szainst tha result of the
ag;es3az3nt reached at by the Aasassient Comaittee within 30 cays
£fro. the date of ihe notificatio. o©f ar cesult of the azs2:=sasnt.
The appaal aust be nade irnwriting, and must sintain parsiculars of
the property and the assessient, dave ¢f o tificstion, and the grounds:
of aypeai. Thne la:iver of app2al is subaitsed to tne Assessaext |
Eevigion Jommittee threougzh the sssassaanth Joaunlttae,

a3gessent Fwevisica Joasiitaes 1o Liwas deadquarnerst’gaihas

ar: constituted of & nrisident, who my be the_Xutazsariff or apy

otrer offizial ap oinvad by the ainister of Finance, an offisdal

membar ap.cinted by the autagssariff, and twc non-ofrfiziali aexdbers

elezted from tae Liwsa Adainstrative Jouncil, In other ssdha

n

Revisicn Comzittoasg are coastituted of the yaliamakzam as & president,
an official aeaber a.-ointed by hin, and two non-officsial asaber
alacted rfrom the waana adainistoative Council. Howevarp, rno meabar
of an Assessaent Coaasltvee i3 elizible for membarsgiiin in a devision
Commitceesg5)

In svufyinz any case sudmitted to it, a Ravisicn Conaittee will
depend on inroruation sesursd Iroa peprsons posse2s3ic.s lozal xnawledge,i
and rroa cfricial Jdocusents. An exszmination of the proversty at the ;
spot is awae by at lsastvu two members of ths Committae ( orne official
and one non-official msaber) wno after exasnining the property will

prepare a8 report Lo tue vomaictee, After zazing all the necagsary

(95) 1Ibid., Article 18.

ot e e v e L
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investigationa the Revision Coamalttee amay either dismiss the appeal
or change the assessynent, The deciaion of the Commitiea is then
notified to the appelant. This decision ig final,

Besides disasreeaments on matters concarning assesaanent, there
aay arise differences of opinion concurning asttars affecting tas
procadure and the enforcement of the B.ildinz Tax Law, <Jase2s of
this sort are referred, sither by tax-puaycrs or tan2 FPinance Authopri- ]
ties, to a specisl comamitvtes cailed tus i'reperty; Tax Board, or Diwan, %
Tne Board is ccazesad of a president aud two mevbars--all of them |
acyointed by the ¥in.gter ol Fiaancs, v is the anignest lagal body E
in tne country thai decides upon provizas aprising from thz enforce-
nent of the Building Tax Law, aand its dscisiosn in sll suck aztters
ig finsl, No civil court of any desree can heal 8 case connectaed

#ith fhe bullding tax, or a case raissd agaiust the Board,

D. Collections,

1. Perscns liable %¢ the tax. ‘hen the owner 1s the possessor
of a progarty suvjz2ct to tne tax, hiz iz requir+d %o 23y the bullding
Lax. 4nen the poonorty is a ¥Fagf, the Hurawelli (trustes) whe has
to pay the tax. In cuses whare the property is owned by more than
one persons indndivides{ sharss, one of the co-owners, usually who
hap.ens to be the occupler, is deemed liable to pay the tax with
hig right to recovar frosx tha partmsrs, eacd ia provort.on o his

snare,
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#henaver the ownar of the oroperty ( in case the property is
owned by one person) or any of the so-owners (in zase the .roi2o0ty
is owned by more snhan one person) Are unkaown or adbsent Fros the

place where the property is located, the occupant of the property

is liable for the payznent of tne tax, If, however, sush property

is aortgazed with the rish: to use and sub-let, the aorta:azes 1s
aeld respor3ibie for the payment. In bYotn cases ths occupant or the
aportzazee nava the right to recover the aasount cald vy thea on behalf
oI tne owner,

2. Payment of the tax. Toe tax 13 puld in wwo egual 1instal-
uents; tne riret fallin: on tone 1lst orf April, and the sszond on the
lst. of Outober of eazh yesr. I& i3 oald, as we have 322n above,
eituar by the owner, vno of the c¢o-owners, tae oszuprant, or the aoreg-
gagee. MNc dalzy in payuent is justifled, oo vhe -round thast an ap-
peal cas been raave z_alost the assessment, In such a ¢sse the tax
Aust be _aic, and 2 refund will be grznted on the axcass collected

if the Aavigion Coanai.tze reduces the amount of assessiuent.

The method of collection at the sceurce is enployed when the
lesgae of a proserty is a legel person, an ofricial departaent or
an iasbtibtution. Tne lessse is raspons.ble ror the deduction of the
tax frca tig aaount of Iwnt payable by hia to the lessor and has to 3
g2y 1t to the Finence Aathorities, E

3. 4#bo ultiuately peys ths tax? Froa tas above discussion it

s¢eas clear enouzh that the cowuer 1s the person who is ultimately
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ragpcnsible forthe onayaent of the buliding tax, He is nct only the
ultianste payer ir. the sense that he is legslly responsible to pay
this tax, but also in the gsense that he is the one who aasumes the
dltinate burdaa of the whole amount of the tax, The building tax
i3 a diract %sx wnose ultinats burden rests on the owner,

Indsr cartals conditiosns, howaver, the owner 13 able to saift
this busdoa, in full or in parv, to the user or the ocnupiar of the
gPoperty., «hatoer the tax will be snifted or not aud tne extent
t¢c wuicn guca shifting takes place depends oa the curcent relations
betwesn the 3usply of, and the demand for buildings. In prosparous

wrowing quarti:rs whare deaand for baildin_ .z is greatar taan tns exige-

—

o,

ting supnly, -rooerty ownars are able Tto cbtain rsnts giga enough to
covey the ancut of tae building tax ana a satisfacters, return on the

i
liaveatnent. Jroserty owners whaose property is situated in the
Jasawsen Jdguarc, Jadoon 3Square, ¥Xing Falsal sStreat (o tha Jity of
3ashdad, op w2 siuwalaqiya Stresv and dagil in wue clty of 3asrsa,
Ior exalpls, -zve peen 8lways 30.L3 (0 deaand 7ery aish rents and,
a03% procabl,, shey have veen able to saifv the wiole of tTha building %
taxr to the ofcupliars.

4. FPFiscal adequacy., The bullding tax ia Iraq is uot so0 iapor-
taat fro: tas fiscal polat of view., This i3 oot only bacause the
annual collactlon froa thils tax is iasignificant, but also pacause

balf of lts n=2t yiz2ld is given to local municlpalitias, and only the

regainicy helf is tazen by the centrsl govaraaantsge)

(96) Law for Grantinz a Share froa Building Yax Uollections to
dunicipalitiss No,12 of 1337,
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The followl:: table gives the axnounts of annual collections for
tne last nine years, It shows that the yield from the building tax
sn th2 averase of tn2 nine years 1932-33 to 1940-41, constituted
about 3.7 per cent. of the total tax-revenue and about 1.7 jper cent.
«f tue total public revenue,

Table XXIII

Buiding Tax 3cllections for the Years 1932-33 to 1940-41,
in I.DS97)

Year A%?%?t [ Index Nuaber igrg:ifage rigrggggige
Revenues, fublie
Revenues.,
1952-33 112370 100.0 | 4,0 2.1
1935-54% 105449 95.8 3.7 2.3
1554-35 116484 103.6 3.7 1.8
1335-56 112792 100.3 3.0 2.0
1936~37 121625 108.2 5.0 1.8
1937-38 115244 102,5 2.6 1.2
1938-39 129885 115.5 2.51 1.3
19539-40 152466 135.6 3.30 . 1.5
1940~41 164723 146.5 3.50 1.3
Totals - 1008.0 29,31 15,30
Average: - 111,7 3.69 1.70

(97) The Accounts of the Iraql Governsent of the Years 1932-33 to
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II. T BII1LDING SITud TAX

A. Introduction,

The Building 3it2s Tax was introduced for the first tiue in
Ilraq in 4darca 194C by the first Sitas Tax Law No,15 of 1940 for tne
surpose of encourazinz building industry in the country. Owners of
sites subject tc this tax, it wa-:thouzht, would prefer either to
gsell trnelpr sites opr convert them inteo buildings rather than to pay
taxas on progertias which gave no yleld., 7The introduction of this
taxin war 4i212s, however, when buildinz materials and labour are
gzarc? and vary ex:endive, prevented it froa acaievinz its Lurgose,

Un the contrary it sroved to be an unjust fora of a tax, since in

order to ascape its -ayment, owners of sitas have to construct buil-
dinzs undar the mos: unfavourable conditions, E

comnsayuantly, after ona year of its application, cwners of sites

garioisly odbjected agsinat the governaent and*amanded an ianediate,

faic and just traacment$9a)As a result, the execution of the Sites
Tax Law was sugpendad bgginning April 1942 to be resume. after a |
period not excesdinz two years froa the end of vhe present warggg)

In the post-war period the sites tax will undoubtedly paly a
a vary important role in the solution of the probiea of rent, a

problems which has lonz been 1ndraaaing in intensity and seriousness.

-

(98) 3Sawt Al-ana¥i, loc.cit., No.795, February lothy 1942,

(99) Law for tha Postponement of the sxecution of the Building Sites 1
Tax Law Ro, 35 of 1942, :
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If the rate of this tax will be made nizh enouzh so as to oblige

tna pr-:sant owners of sites 2itner to sell them or to bulld on

them, suuply of bulldings weuld nec:ssarily increase and, therefore,
rent wouli foll, Besides decreasing raht. the tax would, by en-

couraging th: conversion of vacant sites into buildings, add some-

thing to the genesral orosperity and beauty of the country.

B. Basis and Aaste or the Tax,

Tne bullding sites tax is s one per cent. tax on the capital
A sife o defined as “fand '
vzlue of all sices, wnether fernced or not,Tsituated within municiral

E
5
]
£
§
§

liaics, waether it .e a ¥ulk, <ranted in Tapu, granted in Lazma, or
Aegf, on wnich #o buildins has bean erected and which has not besn
i able to buillding kes tax, including gardens and faras purchased
during the 15 years preceding 1940, anc parcellsd inte sites or
provad te nave be:xn rurcnagsed with the intent of psasrcelling them

i into sitv=2s for tne erection of buildings thereon."(loo) %
Froa th? above dafinitiom of a site we may conciude that no

é tax would be payable on any site unless the following four conditions
ar: satisfied: (1) the site must be situated within municlipal limits
of Liwaa Headquarters., Thusz sll sites outside municipal limivs,

or in (adhas or Naulyas are not subjec.t to this tax;y (2) the site

aust be veacant and no building of any size has been constructed on

-

(100) Tne Building 3ites Tax Law No.1l5 of 1940, article 1.
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it; (3) the site shoulld got be subjected to the dvullding tax; 1.e.,

if & site 13 rented for non-ssricultural purpose, 1t will be subject

to tne buiiding tax and not to the sites tax, and (4) szgricul tural

lands or gupd:ins within ninicipality lizits are subject to this tax

only wnen

they were purchassd during 1925-40 for the purzose of par-

celling them inrto sites on whiczch to construct bulldinas,

C. Zxemptions.

All sives tmat do not satisfy the above mentioned four conditions |

age exz2.pted from tuz tax, I[n additiciu tae following aites sre also

exaarvved!
(1)
(2)

(3)

(%)

D.

"Jovaprnae:,t 3ltes of whatever nature and however used,
3ites beloncing to the Awqaf Department and Wunicipalities
including Amanat Al-Asiza,

3ltes walczn are considared to fora & part of mosjyues,
Ta-<las, churchss, amonastapries, synagogues, schools and

aa educational and bhenevolent institutes,

Sites exeapted in accordance with treaties and agrecnents

made by the Iraji Government and other foreign statesSIOI)

Assegsmenrt and Adeinistration,

AS tn2 sitesa tax is a tax on the capital value of sites, the

first thing to be done, tnerefore, is to determine the capital value

(101) Ibid,, Article 4,
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of &ll sites subject to it., In sowe 23323 thw assassasant of the
capital value of sites involves no dirricuit zro%leam, The value
acggording to wnica Tapu fess nave pecn csoilscted is %a<2n g3 the
bagig orf tas tax, nrovided taat & trauscctioz had been carried out
¥ith rezurd to tns proverty in vhe Tapu beiartuents during the period
1925-1940, In all ovher casges dirsct asz2:gusnt is zcarried on by £
tne Building Tax Assessment Comanittes in a aanner siailur to that
of the asg-esuaent of the build:iig tax., All tas provisions of the
puilding Tax Law ra.atiouz to objection and ay.eal against agsess-
aent and to any othar adalnistrative amatter are asplicable in the
as.e3s.ent and adainisc¥ration of the 3ite;ﬂin the saze manner as

L
they apuly ln the case of the buldinz $ax.

E. Fiscal Adeguacy.

During tne financial year Luw4l~41 co_lections from hhe sitas
tax aaounted only to I.D. 19324, or about U.03 per cant., of the
total tax revenue in tae sauce periodslca)Tne sites tax is not so

productive, but it helps to encoursgs building,

(102) The Accounts of the Iragl Government 02 the Year 1940-41,




(98)

CHAIPER V

CulTund AND BACISE DUTIES.

Customs and sxcise duties are the 1038t iaportant szcsrce of
ravenus iz Irag. Th. revenue derived rros custs s and excise duties
constituted on thne averase ©f btke nine years, ly32-35 to 194C-4]1,
about 67 per cent., of the total tax ravznue, and about 37 per cent,

of the total public revenue,

I. QU3T5.5 DITIES,

A. Hiatorical Survey.

To undarstand tue pragsent Lugtous 3ystem 1t is necessary to
trace Lack 1ts major cevelopaents Troa the Ultcran perioed to the
preseslt Liue,

Jntil the Britisa ocoupatio. of Iraq, the Justoas Syshezn en-
forced in tae country was tsat of the Uttcaan Sapire, The Ottoman

Custons Policy was wnolly lacking in eny purposeiil planning and or-

ganization, Ths Capitulaticus granted to Foreizn Powsrs was a sarious%
facdizap waica prevented wae Turkisn Govaraassat from adopltiaz a tariffé
policy favouradle to tae davalopment of its local 1nduscry$1°3) '

In the early part of the Ninetsenth Jeutury a unifora duty of

3 papr caent, ad valorsm wag levied on the assessed valus of all impor-

ted zomaodities. In the year 1838 the Oitoman Govsronent introducsed
certain changes in the tariff rates,; which were not a;ylied in Irag

until lacerslou)ln that year the QOttoaan Govarnnent signed a commer-
(103) Hliaadeh, Zconomlc Or anization of Iraq (in Arabic), (Azariean
BeIruE 19387,

Press 365, 'y
L1104 ) Iusuf'Gasrian, 2red in ths rast ana b sent (in nrtbia
(Al~Iraq Press, Fighagg, 1922), p.1ll, E
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cial treat, with Great Britain, and siamilar ureaties with other

Powers, which cnabled her to raisse the duty frou 35 Lo 5 cer cent£1°5)
In the yesar 1861, afver considerabla nsg otiacions and at the cost i
of other ¢oncissions, the Ottoman Government was able to reach an

agrz2z2aeat for ralsing the duty to 4 per cent.. Later on ia 1YJ7 ;
ghe was aiio~ed by the Powers to levy an iaport duby of 11 per ceat. E
ad valorea 2f which 3 per cent. was to be cedad to the cttoman Public I

Debt Administrations106)Howavar, in the year 1914, the CGttoaman 30vern-3§
nent, haviag declared war against the Aliles was ian great need of
additional ravenue Lo me=t the naavy war ex;aanliture, Accordinzly,
it fiprst raised the duty to 15 per cent, and then at another period f
durins tae sar to 30 per aant.glo7) ’;
Followingz the Britishk Ccocupation of Basra in 1914 and Bagndad
in 1917, & number of chsnges in tiae customs aduinistration took place.é;
During the tine of ccoupation tne duty on impoerts was reduced again |
to 10 per cent. and the proportion allozacted to the 2ttonan Publie
Debt Administration was abolisned. (n the first of April, 1919, a
revised Qustoas Tariff was enforced by an oificial oroclamation which
provided for 3 general rise oi iaport duty ou &ll zocds from 10 to
1l pac centgloa)

Under the National Cons..tutvional Government, tapriff rat:s pegan |

to sihow 3 rising tendency and a wvide diversity. The first iaportant

-

(105) Himaden, rconomic Crzanization of Irag, op.cit., p.A64,

(106) Heview or ths Civil Administraviou of .lasopitanim, (H.#.3.0.,) ﬁ
0!.'; Oﬂ, 1) Y p- . _ ’L

(107) Ibid,
{(108) Heview of the Qivil Adainistretion, op.cdt., p.8 E
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chang? was aade ln vae year 1925, Ia uwis year w.e Irsgl Govaruneont
izsued the Custéms Code law of 1923, suich eibraced iaport and exgport
duties, exeuptions and prohibitiovns. The tariff retes aczopding

(109)

taz toe nsw law rangad bewween 11 azd 2B per cont, ad valores.

Tue sacoui iucortant refora was aade in the yewr 1927, Until i
t.al tiae tariff polley was aainly d.oscted fowards inweasing revenueé
but ip that year the first syxmptom of utilising the tarirf policy r
&5 an instrusent for encouaraging local indusiry and s:riculture by
meaius of proeveciion, camne into beingsllo)customs Tariff Law No.30
0f 1927 was eracted to favo.r th=: npews pollcy. Tae ne« law provided
exsaption from isport dubty upon cerzein classified ivems of wchénery,
instrusants and arnaretig (including their distinctive scaponert

perts)i reduction of 4 per cent. (frem 15 to 1l1) ad valorsm duty

upcn ot. co kincs of machinery and am2chanical contravinces not ye:

exempted, and ugon aaterials used for packings snd lastly a raduction

of 5 per cent. (froa 20 to 15) ad valocem duty upon raw natarialsslll)§

In 1926 a drawbacz law, No55 of 1926, and in 1929 a trangit
law, No.,45 af 1929, wsre -assed. In the year 1931, however, & new
codified custons law to embrace sea, land, transit znd drisback re-
quirements was ysased wnich was xnown as the Justoms Law No.56 cf
1234, accopdhnzly, aill customs laws and reguiations (with the sxep-

tion of Customs Tariff Law of 1927), énforced before 1931, i.e.,

(109) Custoas Code Law of 1923,

(110) Qpecial Report on Icaq, (H.¥.S5.0., Lorndon, 1520), p.l02.

(111) Custoas Tarift Law No.30 of 1927,
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Qustozs Law of 1923, Transit Law No.45 of 1329, and Drawback Law
%0.55 of 1926, were repealed. This law was azended on thres oc~
sasions by Azendsaent Laws No0.9 or 1932, No.28 of 1932, and No.2l
of 1938,

Froa the year 1927 on seversl chanzes in the tapiff policy
xire dade by the Govarnsent. In the yesar 1933 the diaister of
Finence, taxinz into consideration the raforas suszested by two
British experts in custoas organizatios, (4fsssdJ.Van dar Poasl and
A.vedonnscn), and in voe iivhi of vast e«pysliliice zajiuczd in lrag
aad obhizr cowntoivs, ravlied tae previcus Justgas Teriff Law of ;
(112)
1927 snd passed a naw lawx kRnown as Custoas Tariff law No.ll of 1933,
Jinca that tiae tois law has bren anendad on five differsnt cciashons
by aamendient Taws No.3 of 1934, %6.29 of 1935, No,65 of 1935 No.1l0
0r 193Y9, and No.l0 of 124,

QUL sr33ent dis

u-stion, therefcore, is based or Custons Law

]

50,56 of 143l ard its azendaents, and Justosns Tarify Law No,11 of

1933 and its awnenduents,

B. Genernl Reaturaes of the iragl Custous Systea,

-1, Imposition of Gus:oms duties, Ine lragi Justo:s Law distin-
guishaes turee tyjes of goods, naasely, #oods tuat arse not rerzitted
to cross tha frentier, goods tnat are foreo.y peraitied to entar or

leave the country witnout the payaent of any duly, and lzstly goods

(112) The Mazazing of tha Barndad Chanber of Coumerce, (Vanquoor
Press, ghdad, leceaber 1935,)p: 8.
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that are peramitted te enter or leava tie so.niry «fter tos tayaont f
¢ the necessar; duties,

a. Probibition. Article 11 of the vustoas Lew spucifiscally
enunerstes those goods waich are .agaliy pochioited f£roa entering

{

the country.llj)These goods are proaivited for tihe gur.os: of sain-

taining order and security or for soae u;geualc or 200al] rulioses,

Purntepraore tie export of some gocda, suca as 2ffshoots anl! ecsirich
featner, mentioned in Article 12 of the Sustoms Law iz strictly for-
bidden, :

b. Ixeaptions., (1) Sxemptions Lor aducavioral _urposes., &ll

0]

bovks, psriodicals, caasts and saus of all Rinds are exeupsad from

® e

customs laport duties, Also scovul aniaratus Lo a value not 2x- %
. o . ) g

ceading 80 Dinars per annum for eacc su=nil are siailarly exceapted, 3

provided what tue, are iaporcted by a2 kiniscry of 4dducation, or by IF
any sencol resoynizad by it, undspr a cersifizase frc . sha Disactor
Genapral of Zdacation, Purtneraors, zineidatosrachic £ilms smizh are i

i. orted for free exhiblition for usalth or educational pursoses are _

also exeapte

(2) Exexptions for asricultursl snd industrisl rurposes, This

i b i T

is tbe most iaportast type of exeupiions. It ircludes the exeamption

of trazters, intecnal combustion ersines or -as engines usaed in

T e TR TSR I

(113) This include scue books, mazazires, oariodicals, photographs; i
fordeited curcency; aachines ussd for coinade; goods tnat
carr; rorfeited trade nsrvsy; saches mnade of white phosphorouss
favolverg and other kinds of aras,

(114) Customs Law No.56 of 1951, arsticle 13.
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agriculture, elsctric dymamos, mechanical ap . aratus and anspliances,
patural and chemical fertilizers, insecticides, cpude oil snd fuels,
corton~gaed, packins materials, transmission and conveyer-belts for
mechanery whetner made of leazther, skin or rubber., These exeaptions
are aainly iatended to encourage and develcp local imdustry and
agricuiture. lhe siznificance of thes2 exenptions will bes discussed
iater on in anotas: sactlon of the present chapter.

(3) Special exzaptions,

{a) All goods aegsi nased to bz uzedl Sy foreisn diplomatis
ag2ut3 in iray apre axexied Troa lagoor duty va hs hasis of &
facir0eul Urcalaent.

(0 all zo0ds laportad by the Britiss authoeitiss iun lrag,
wis vil Qompanies, and thy aghdad #lactric Joapany are exainpted
Trua lagory duties in zucordance with the Anglo-Iraqian Treasy and
L e ipoasnita nada by bthe Sovornaent oo the one haasd, and the C1l
Sodpanies and uvae Zashliad dleztic Soapacy 22 the oc;erglls)

(%) Perscpal :ixasngptionsy This type of exanptiocans include the
exsa.tion of &ll artics.e 8 csroried by post on which the duty does
act ex¢2ad 23 fils, saaples and zateuis of no so01:srcial vuliue, and
22p%ain articles c:irrled Ly a cassenzar durig Lt Ja~rne:§lls)

G. Godds sup;zct to duty., uxcest for the avuv.—d=atlonad
stcalolized ov exoapbed rocds, all obher giods are liabls for the

cegsnont of oustouns imsort duties befogpes L2iny clsared ror local con~-

13) 1Ivic., article 23 and 24.
(115) 1Ibid., Article 20,
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sumption. On the otaer hand, 8ll goods exportsd are exemptsd from
2.8%013 exort duties with tho axception of davas, so0ld, norsss ond

Liguoriee root,

2 fhe slasailication of sh=2 C.stons Tarirf Law. The preosont
‘apff a4 Ls umadz up of two schedulss: the La>ort Scasdule,
5L Wbiw 2X.0DC 3chiedule, The Iaport dchedule is divided into twenty-
cna s23tioans sxndl contains 414 items, wshile the 2xport Jchedule con-
Youir itens., This classification is made in accordans

tha i-cupiztiors recommended by the L2ague of Nations, AAll
v20his and sXpr2ssions pentioned in the Justons Tar l.aw arz tased
La o ta Teague of Hations standardized Nomenciatire

~82% itaa is suoject tn a special duty. It becomaes of 3z priaary

4
A

.

3

taise, caarsfore, to clasalfy each iaported arvicie unusr the
s izaa of oa2 Jode pefore xnowing the duty apyiicable Lo it,
T La¥, i3 so carefully and scaiencilical 'y classiried in
0dar o ovagrcoi1e Ttals dirtisculey. However, aany cases aay ariss
i 9aizh there will o2 a disute rezarding tne item undae waich s

be correctly clas-ified, in suca cases the ar-

L

T
i.-

¥

*..~
B

=1

o
L

R T A ]
SE20LGALL &

ct

i ¢lassified under che iten which is noure special thaz genzral

]
-
1]
r-l
)]

tc it. «shenever it is not possible to disciunguish between the specisl
and tha general items, tne article is classiried uander the itea that
provides for the hizher rate of tne duty(lla)

Jere is an illustration which will saxe Lhis polint claur, YUndar

(117) Dejastaent of Custons and Excise Administrabioun geportv,
(wovagnaeatl ~ress, Bagndad, 1934}, p.10.

(113} Custous Tariff Law No.ll of 1933, Article 7,

e e T T ST D D0 i e
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wuas 1521 3av.la a refriceratler, for sitaaila, be clazs_fied? oshould
it be slassified under i%em 323 cr 1ltea 3247 Item 323 iz for all
a casatus for Laatlag, cooiing, boiling, end dietilllinz, resiifying,
and sordzncing whizi provides for an ad valorem dut; of 11%. iz
a2 otaz? nend Ltea 324 is for freezin: plant and mscricapy walcn
provites Do frae duty. 1tes 324 is mers spesiul o ow o matoi
toan iLtes 323 and foo thiis rsason a prefrigerator is c¢lzizifisd un~
der this itz snd i taxed at the rate of 11% on 1ts velue, However,

il custoss assesscers 229 not ceovine.d with thiszs fact thay will also

-t

slagsg: it undopr artizle 523 becmruse ic - ovidas for & Lish-:r rate

of duty.
it 13 not slways 2a8y o distric.uish bDatwean a zpoatr auLdar

of articlas aad to ¢lasziiy each one corpactly undar tha »roper ltea

in ta2 Joda. This 1ifficilty beconis evan aush greaver sran it is

nes2s332ry Lo déﬁare:cidce catwesn difterent sradey o the sang an~

%, —_

tic.ae, Juls Lfacy is a suiTicient Justitication Loo not & lyisg

cr

o difizrent grades of an article subjact to ths 2ixed

-
b

Lo

vap;iu, fav

n

’.).

scale of 2uztons duties. Tne reader is asked to kesp this point

Bipd woen B3 couas (o read the Xollcowinz section,

5., Ty-es of custc 8 dutier, In Irag cusiows i.a,0r% and export

duties are of two diffzprent types; (1) ad valorea auties whidh are
proportional duti=s on the basis of valiue, aad (2) specifiz dusias

Whico are rixed suas payabls orn th2 basis of soue measurs of quantity.f
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At toe prasent tize ad valorem iaport duties are of the following !

[s
:¢20%. 25%, 33%, and 50%. The rate changes

prepertionss 5%, 8%, 11%
in accurdence with the nature of the article tauxed., The low scale
of the duty from 5% to 11% applies to some kinds of machinary and
aschanical a_jaratus inteaded for agricultural and industrial pur-
pos23 asd different xinds of raw materials, Duties ranging froa 11%
to0 33% spa usuaily ap.liad to base zetels and articles made there-
£roa sucn a8 ircn, sbtalel, cop.er, alckel, aluainum, izud, tin, ote.
Al80 taey are a. _1i:d 0 autsusobils, 2ycles aua otngr vehiclzs, The

lowsr roves (frou 11 is 15 e

3

¢ant. ) apply aalaly to constrction
aatnerials suca 83 Lroon asnd steel bars, b2aass, joidt3, wir:s, atd.,

10z wae purvoax of entoursglng buildings industry in the sountoy.

Jutles fancing Frox 2o e 50 per ceant., are an-lied to taxtiles
S 3L22 ag arcidocial sili, zotton and wzolan plece zoods, 2lotning,
wrderssar, 2t¢,} and 4isv ¢ 30m2 agriculiural 2rd sanimsl products,
The aign rztes of 40% and 50K aLply mainly Lo luxurious articlas and
WO Bovicles and prouucis whosu produwciicn is intended to be an-
sourazed locally.

1okne otuer nand scesific iajort duties of varyin:: rates are

aprlied te certaln a riculsural produicts such as 2offze, sigad, tea,

3. ices, -

Lt
iy

TS,y fatty sutstansos; bsavsrages, alccholice liquors and

vinecurs; and cuenlcal azd charmacsutical products, E
The fo.r lteas sublect to export duties are dates of all kinds,

wola, asrsas, aad liquorize root. The first two items are sudbject

to ad vaioren duty of l#f and the other two itens to sonecific dutles
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(norses 750 fila par heak, and liquorice root 40 fils per 1000 k.N.).

3ince the year 1931 the Iraqi Governument has been pursuing a
pelicy of cunacging customs duties, in 211 suitsble cases, from ad
valorea to rixed basls., In the year 1931 nsarly 33 per cent. of all
dutable articles ware subjected to fixed dutises. This percentare
incressed to apuroximately 44 pes cent., in the year 1953 and about
47 per cent, in 1939, In affecting such 2 revision the Government
nas voen xzainly led by the desire of insuring more revenue and more
protection,

Under the ad valoream basis, customs cfficials have to asauae
the difficult task of asseéaing the valuss of all dutsable articles,
The assessaent aay be sade elther on the basis of the invoice value
0L on the basis of the value of the laported good in the Iraqi mar—
ket. In most cases proper assesszent for the purpose of ad valorem
cugtoms duties is very difficult, and values of imported articles
cften arbitrarily determined by uncertain methods, The probleam
becoses auchi more complicated in a country lixe Iraq whare thers are
only 8 few honest and experienced custoas appraisers, Bribery is
very comaon anong custoas ofriciala, 4t plays & vary iaporvant role
in the evusicn of duties, and consaquently in the zreat loss of
revenue. fultheracre, lgncrance of custeoas officials is the cause
of a great injustice to the importers. The weiter was told about:
aad can recall many cases in which inported goods were assessed at

80 nign figuras that the duties sayable oa them were graater than
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tpeir actual marke:n value, Cases where laporters preferred to sub-
diz.t2 their zoods rathar than to pay the necassary dutiasz ey ware
1130 reportad,

Pixed duties apae, therefore, becter than ad valorsm dutlies for
inportsrs, local sroducers, ord the Governsent, To ths in.orters
Tixzd dutias are deneficial becaus: they enable them to calsulste
i. adv:uce tne actual smount of the duty payable on any particular
zind of commodity at the time of making ths order, To local produ-
cers fixed dutics are better because they afford mor: protection
tnan ad valoren duties, PFixed duties are betger to the Governaent
since they ere adainigtered znore =2aslly, less exposed to evasion
end at the saie ti.e they assurs a nigher dezree of stability of
revenue$1ld) -

Howewer, fixed duties are objectionable from the consumers pointf
of wview., They are aore regressive in their onepration than ad valorens
dities. Their regressiveness is due to the fact that crude and |
cheaper gualities of a commodity are taxed more heavily than a
siailar superior comsodity. In the second place thelr burden becomas;
duch mor=2 intense with a fall 4in pricesglao)ln Iraq the first ob~ |
Jaction is, to a certain extent, weakaned by the graduation of spe-
¢cific duties, as much as possible, according to various qualities
and gradas of zoods. But we pust admit tnat fixed duties still re-

nain regressive as it is not pos:ibls to carry on a policy of gradu- |

-

(119) ¢£., Carl C. Plehn, latrcduction to Public Pinancs, (The Mac~ .
millan Coapany, Yew YOrx, 1926), P-150. ;

(1203 Cf., Pindlay Shirras, The Scisnce of Public Finance, (Macail- :
Tan, London, 1925), p.347.
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ation to any desirable extent,

4, The Iraqi Tariff Policy. The aism of the Iraqi Tariff Policy ;
is twofold: Pirst, to insure & sufficient amount of rsevenue to the
Governsent, and secondly, to provide for a raascnable dezres of pro-
tection to lucal industry and agriculture, In pursuing thig policy,
Irag traats all counties alike,

Accerding to Article No,1ll of the 4apdate Governaent, and Ar-
ticle No.16 of tne Anglo-Iragian Treaty of 1922, tae Ilragl Governaam b

has undertaken to arrly iniscrizinately tha2 nost favoured natiop

vozatuent to all counties usivers of the Leazue of Nations, tiowaver,
Irag was allowad on ths ground of contiguity to institute any spe-
cisl custcas agreaments witn tae adjoining counties wuich had been
gepacrated froa tze Uttoman Xapire., But until tne present time the j
iraql goverailent nas ot gaade any iajortant use of this scipulatitﬁf)z
In thoe preseny Yiae Ireg has a single customs tariff ap.licable
ko all forsizn councries, whather they are meubars of the Lesgue
of Nations, ncn-zeabers, or adjoining coun%ies. This équality of
treataent has becn parhaps responsible: for maintaining gocd commer—
cial relations with other countries, and has praevented any conflict

of interests wnich otherwise would have arisen. Furthsraore, it

has greatly simplified, and chsapend the cost of the collection of

cuatoas duties since there 1ls only one duty applicablé for esch ar-

-

(121) The only iaportant cc.mercial agreement of the kind is the
sgreeaent nade betwe:n Iraq and Palaestine in 1937 for the
purpose of ancourazing trade between tnesa two countries.
¥or full narticulars of the s rezment aee, "Special Custous
Agresaent fopr Facllitating Trade Betwsen Iragq and Palestine,

Sil-ﬁ&gg mfa;gfoqigf ‘Ioll' ogp.l 151’;7.)', g}so sea Himadeh, fLconn-~
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tizle regardizgss of its origln,

After Lraq becass a neamber of t .o Lesgue of Nations it was per—
alitved to take = retaliatory action whenvar that asy be dsémad neces-
sary for yrotecting its acononic interest, Article 5 of the Customs
Tariff Anending Law X0,65 of 1935 gives powar to the dinister of

flnance to increase tne import dutles on zoods orizginaiionyg from any

gountry when at least one of the following two coanditions are satis-
fiad:
(1) +#%nen thal country collacts excassive duties or taxes on

Iraql scods or iaposes iamport or @xport pronibitions and

rastrisztions to hinder trade with Iraq.
(2) #hen tne currency of taoat country has daepraciated to such

an sxtent toat it tends to sndanger Iraqi ccaaerce,

R LT

In sither case thqimport duty on any <£ood orizinating from sucdn
& 20untry may be doubled. In case an articecle has not beasn liable
to daty, it 1s; be subject o a new ad valorem duty of 20 per cent.
Tne Iraql Govarnament bhas not found it necsasary to retaliate
against any foraizn country at any tiae, Throughout it foélowed the
sanz policy of non~diseriainaticn, while procecting its interast;
whenever that nas been uaecessary, by & yolicy of im orva liaitation
and quovas. The poliey of larorts liasitaion has not b2en ezercised
in Irag for any our.oms of portec¢tion, but rather for the purpose
of maintalning a reasonable balance of paynents with other countries.;

3gpecially with those countries, such as Japan, ihare the balance
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2
diverses grsatly in their favoursl‘z)

The balanca of nayment b:tween lraq and Japan is at any tine
greatiy'favourable to the latter. w~onsequently, in the yz2ar 1936
the vovernment issued regulations for restricting the iaportation
of certain goods of Japaness origin, unless Iraqi Joocds (with the
exca_ tion of ¢0il aad o0il bye=produczts), were in retuin sxgorted to
Japan to the extaent of 15 per cent., of tas value of Japanes:z goods
g0 lagorted, The percentaie was later ox raised to 25 per zent.
and finall y to 35 per cent.s125)In 1939, sceing the eilectiveness
of this policsy in iacreasing iraqi exports to Japzu, the Governsent
exresced ivs a Jlization to Include Czeciucsluvakia, Germany, Poland,
Swivzerland, and Italy, Ths abova aentioned LSuxtes nave tb iaport
from Irsq, zooda to ths aaount of 25¢ cf the value of goods taat
tney can in return export to thsz co.ntryglza)

The policy of luports resuriction, although only éyrlicable to
sone ¢ountries is vepry far from beign aiscrisinatory. Countries
whose laports are not restricted are those wnose i.ports froa Irag
automatically and without any restriction, aaount to much more than

the required liaits of 25 or 35 per cent. of their exoortg to it.

0. The Protactive is ect of Custous Dusies,

1. Teriff and agriculture. In Iraq tariff policy has been

enxployed for the purpose of encourasing agricultyre in three wayst

(123) Custous Rezulations No.22 of 1936 and No.l6 of 1939,

9124) Customs Regulations No.l7 of 1939,
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{1) by ex=zaptinz froa duty all macbinery destined to be used in
agriculture; (2) vy 1acosing iaport duties on certain izported a
sgricultural products; (3) and by resoving export auties on all
agriculvural products, with the excaption of dstes and liquorice
root.

Azric.ltural machinery including all aachlnes ed4x and nechanical f
contravinces, instruzents snd &pgaratus for 2uployment in faraling
operutions which coaprisz tilling, sowing, culvivatin;, harvesting,
thresning, sanuring, aad winnowing are exenpted frowm custvoas iamport
duties, This ass euéo;raged goaa cultivators to laport and use such
nodern wsz2ninas and to abaandon the prizstiva coricultuirsl teols.
2otheraor:, the 2xerntion of szeds, fartilizers and iasecticides
has wssrved the ssuz D1ir30se, However.‘tnis R533ure has not proved
to b2 80 such 2rTective, Tnis can ha shewn fros ths small rise in
the valu2 of in.orvad agricultural uasalnery during tne yaérs 1923—351

to 1939-40,
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Tabls XXIV

1922-23 to 1y39~40 in 1.D¢125)

Value of Iasportaed Agriculsural Machinery During the Period

Year Value 4n I.D,
1922-23 17,5414
1523-24 3,271
1524-25 5 5,709
1925-26 ; 3,333
1926-27 | 43,279
1327-23 3 2,302
1423-29 | 79,516
132930 | 36,046
133C=351 i 30,136
1531=~52 i 4,589
1332~33 } 5,572
1553~ 34 | 10,473
1934355 2,920
1955~36 2,137
1336~57 5,502
1937~33 8,559
1938~59 21,066
193940 13,997

(125) Department of Customs and sxsise xeports of ths Years 1922-23
to 1934~3> and Jraqi PForeign irade Statististics of toe Years
1935-56 to 193 . '

'1. _ -
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Of the agricultural producta that the governaent specislly in-
seoded to provect are wheat, barley, cotton, wool, and tobacco,
ipsat and barley are subjsct to an adyalorea import duty of 20 per

cent., cotton to & fixad duty of 3 fils per K.N., wool to and ad

vatorem duty of 11 ger cent., and tocacco to a fixed duty of 700 fils

5 ﬁ.NSlzs)Tne affest of the tariff on agricultural development

say Ge 1.sustrated by tha inereass of ihe production of these pro-

vacLad CLops.

a. #heat and barley., Irag is ="t a wheat ard barlay laporting

scuntry. Tha iasorts of wheat and pariay in any year does not ex-
24 30328 Zew aetric tons,{(Sse Tzble (XV), On tne contrapy, it is
3 wnewbd A4 barlay exporting ccunily. <oz quantity of wheat and
barley eXpoli=u Lroa 1r6q 18 subject to wery wide flucthations from
Ja2 year to anotnep deye ding on tus voluae of the local groduze
ang 2n th3 -pavdailing orice3 in the interrational markaet,

Iz tna2 yoar 1934 an ad vasorsa iliort duty of 20 »ar cent. on
#5336 409 parialy was iasosed., Table {XV givas the quantitias of
wueat asd bueley exported froalraqg during the period 1933-34 to
lAbGeti. It shows taat durlag this period the sxport of both wheat
anz barley cas iancreased. The increase nctne—yain® of exporis was
undo.o-edly due to soae increase in the local production, But
arparently sulih an increase in the locul produciion caanpot at all
ba atiribilad to the tariff, IU is cuather due L0 other promoting

faztors such a3 the use of modern mz2snus of 2ultivation, ths use of

(126) Custous Tariff Law No,1ll of 1953 and its Amendments.
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petter iprigation facilities, the control of insects pests and
discases, and tae like, Tariff c¢. wheat and bariey, therefore,
does not provide any real protaction,

: Table IXV

% Imports and nx.oprts of Aheat and Warley During tone Years

1933-34 to 1940-41 in detrie Tons'127)

; Year kheat Barley

% Ispcrts Exporys Iaports Ixporis

é 13,5~54 3 15415 1 8255

i Y5435 2 3207 1 225006

Li35m58 220 10907 13 113562

1936~57 222 49205 2 251457

3733 13 115151 32 286877
1738-59 56 4125 -~ 183855
La5s-402 8 37073 1 208102
Lalb=g 884 26255 -~ 182943

b. Cottin., Before tue Great #ar coston cesupied 3 wvery minor
position among the agricultural c¢rops in Iraq. The jquantity o cot-
ton grown was insufficlient to me3t the linited d:nsnd of the native :
population for such domeostic nseds as matbress sui piliow makingslaa)é
#ith the passing of ti.e, cotton has tazen its plac¢e peranenently

anong the staple crops of the country. Iavestigation has shown that

i (127) The Statistical Abstract of the Iragi Governgent of the Years
; ZE}E:}E. To LA0=41. | _ o

(128) Report on the Progress of Iraq of the Year 1920, p.l195.

—_— J
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Iraq is a proaisiag land for the cultivation of cottonslzg)The begst
hopes for the scouomic I[.iture of tne country lies in cotton cultiva-
cionsljo)

The guaatity of cotton produced in 1920 azo.nted to €0 bales
oniy. In 1940 tne figure reacuad to 35,000 bales. The iccreass of
the local production of cotton was aiso coupled by a daslins in the
jagorts azd 2 rise in tha exports of raw cotton., Table XXVI shows
the puabsr oI hal®s of =.uwon prodizad lccally duslinz the seriod
1%cu 10 134l, sraple LXVII siows tne nuaber oL balas of zotton iz-
norted &Ll 34 ori2l during the jaricd 1933 to 1340,

Table XVI

Lecal Frodustion of cotton Duridz the Feriod 1920 to 19 20 to
| 1961 in Bales'isl)

Year Number 8f Bales
1920 o

1921 60

1922 | 300

1925 1,200

1324 2,40C

1925 2,540

1926 3,500

(129) Tanomas Roger, Report on Cotton Bxparimental #ork in M2gopota~
mia, (Governmnent Press, Baghdad, 19207, D.i.

(130) Mr, Tosas Rogar believes that Iraq can grow aore then one
aillion bal:e of cotton aunually.

(131) Figures securud from the Dspartaent of Agricultlure,
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Table XXVI Continued.

Year Nuaber of Bales,
1927 1,800
1928 5,202
1929 4,749
1950 5,315
1931 1,007
1332 410
1933 512
1954 2,037
1455 4,602
1956 9,667
1557 2G,400
1953 15,5600
1959 15,600
1440 35,030
141 41,722

Table XXVII

Imp.rts and 3xsorts of Jotton Duri.s tha Terlod 1935~-1940
in 331355132)

Yesrr . Imports . Lxnort s
19355 2,719 133
1634 2,218 94.2

(132) Irag Toepelun Trade Statistics or the Years 1 to 1640,
8 equals pounds,
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Table XXVII Continued,

Year Iaportas Exportgs
1935 2,971 2,463
1956 465 3,805
1937 112 4,375
1938 125 13,970
1939 105 12,315
1540 72 21,490
—_—

The incrzas: or soticf] production in Irag hay basn due to
many proasotlng asesures unldalaken oy the govarunansat such as tnhe
exemctior. of land sultivated witn cotton from tha land r2nt and
vater plgat, the disscribution of cottou seeda fraely to farmers,
eans Lae graat cf subsidies to cotuon cultivators. But uaicubtedly
a2 GellLT nas Alse raciclitated toue oopress o7 sSotton cuitivation
£ o a cerbal~n 2xtest. Ln the otlier hand, ths: absene or
any expori duly £§§E$ havs foshered such an increaze i.. tie exiorts,
¢. #oocl., 1przg hes for v lonz tine ba:n Xnown as a sheep-
raising souniry. <fhanka to tae gensral zcod grazing conditions
sade Lossibls oy twe ab.ndarce of fecrtile soll and waszepr, ins z0un—
LDy 448 &R ouGluCusS prosject in the rearisg of ahmep and the produc-

tion ol ruw wool£135)66u9ral nsagures nave been undertakxen by the

aovarnisnt in crder to iacrzase the gquantivy sand improve the quallity

(133) annual <er02t of the Dicrentorate of Veterinary «Ifirsirs of

42320=1959, p.Oo7.
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of wo0l. The taril? policy being ons of tnese neasures.

Tariff policy has encouraged tue productior of wool by exem;
ting froa ilaport duties all kinds of aaciainery and appliances used
for chip:ing and staviag of livestock, and siailer oth:r appliances
auszs as leaden dised, and aprarstus used for the cla2auning of woolgl54)i
Tza absence ol any axport duby on wool lzaviaog the tountry, aight :
Save also ens.ura szd wool/exports and, taus, wool produsticn,
?inally, toe tariff has crovided an iasort duty/of 11 per cent, ad
valorem on iuigorsed rasv wool,

Table LAVIII 3acws the quantitiss cof raw eo6bren croduced local-
l;, and the juantities of wool exportsd and imported during the perioé-
1935-54 to lMuC=41, Botn local production and axiorts have increasad.%

The quantity of iaported wool has been negligible.

(134) Custoas lLaw No0.56 of 1951, Articles 19.
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Table XXVIII

Local "roduction, %xports and Inports of Raw dodl During the
veriod 19535-34 to 1940-41 in wetric tons$ld®)

Year %233} f:gduc- Im%ggts “x g§t8
1935-34 7,100 | 49 3,675
1934-35 7,000 58 4,710
1335-3% 8,200 13 4,014
1936~37 3,300 2 5,625
195758 8,000 79 7 4754
1958-39 3,200 | 6 4,559
1935-40 3,100 33 6,017
1940~41 9,700 17 8,360

(o)

W

8

. . - . - 3
L0340 2IIcrud oo Yhe irn

of increasing toe guantity and iag-
I0OVIGS e guality ©f tebacco in the country. -ue govsrpanent has
axeupured culrwar'n lands cultivased with tobasco froa $h2 land rent
and water rignt, sruatel gubsidies and extended loans to todammo
cultivaturs, Th? Agriculturzl Degpartment aas given valuatle 1nstruc-§
tion oo tobacco cultivatora ia respect of the use of nodarn methods .
07 cuitivetion, and xonducted nspy successful 2x%x.eri:eatz conserning ;
the introduction of n2w variaties of seeds and the usz of modern |

(136)

dsthods ol eultivation and preparations

(l35) (a) Statistics secured directly froa the Directorate or
Voterinary Affairs in Baghdad. (b) and (¢) figures waere
aecured frou tae Ilraql Foraign Trade Statistics of the Years
19335-34 to 1%40=41

(l136) Annual ngport of the Agricultural Departuwent of the Year 19358~
.;EZ\':_' po 6. o
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Tariff policy nas been azoith o maasure uuvilized oo the same
purpose, In 1923 an iapcrt duty or Aa.4 (500fils) per Z.N. was
inposed on iapartad tovacco. Later in 1954 the du.y was raised
to 700fils per X.N,. Table XXIX zives the quaniities of tobacco
locally pproduced, insorted and z2xorted dursing the periosd 192330
to 1940-41, 1t snows that local produstion siiace than has bean con-
tincusly incrsasiang, wnile ixocts zas daciinsd, The country can
also now spars soae of tue todasceo prod.ced lomally for 2xport.

28 tre L rogress of

e

U]

a

ot
n

uhdoubtvedly, the tarivf naa soeatly facilita
Lobagzo cultivuvion in iraq.

rTabvle L{{IX

Loeal Jrodustion, HxAp

o
Pariod 1329-30 (137)

rty, aad faports of Tcehaccoy During the
7 to 1340-41 1in astric tonsy

Local Produztion Innorts Lxports

Year A {8) . {b) ! (e)
lglo=30 1 174 ——
1g30-31 7 150 —
19351<52 154 80 ——
1932-35 405 42 ——
1y35-34 705 2 76
193455 11869 1 87
19,5-56 1047 2 o4
1956~37 1217 2 50
195733 1639 2 ' 86

(157) (s) Trnae usatisticsl Abstrazt of tre Iragi Jovarnment ofthe
Tears iy2 J to 1940-413 (b) and (¢) lragi Trads LUtatiatics
B tne Eears 102 0 1940-41,
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Tabie XL]a voutinued,

Local Produztioa Iaportes Ixports
Year (a) ) (o) | (c)
1938-39 1269 2 62
1559-40 | 1122 2 68
1940-81 | 1631 2 49
___—————____g:—_=—_——._—====i=========§'i————====m

2, Tariff and industry, It is generally sdaizoad toat Irsq
doeg not aspire to be an iapert.at induswurisl country, in all the
S2hoe what tdd a0dssn tera ilaplies. Yet, th: ctountry was a cotan=
tialliy o2 aszvslop scaz lodasirles, walsn, Lf given ta2 necessary
tige and prubssticm, #ould in thne future nrov? o we very injortant
in satisfying toe locel nieds, 4908V izposiaay 2acony tham ar? tex-
tilz2s, mavcass, soap, anoas, lijuors, and ckiareattes ind.stcrias:

Livhas alosady be.s uzasicrad v w untll tas ysas 1927, customs
duties in lreg wer? nainly for revemue purpcses. Laler on, tae
soLi.y bas bern diracced towapds encouraginrg iocal iaduztcy by means
0 8x=24pticun anu rrotection, A8 a result, L0ouy szvanty indasirial
wLORSbeslLss, @qu.p ed ¥ith nodsrn aschinacy, (2aj0ying the prive-
lages provided by the Zncoursjment Indusurial Ludsrtazings Law) ware |
establisned in the last fifteen 3earssl59)1n auditics, about 350 |
firag (aot 2njoyinz the rrivilegs provided by the sa.d ILaw) wers

-

{133) Annual Rerort of the Industrial Resaarch Decartment for the
lears 1955=40, (ucyscnacatbt 'vess, Lfaghdad, 1940,

(139) Thes: undoriaking are giwen subsidies saud soustiges sxexpted
frca tne income tax and the bullding tax,
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also establishadslqo)The effect of the tari’f on idustirial davelop-
ment 1ay be illustrated by the growtn of thae textil: and cigarette
industries, both of which being wvery highly protec-ed.

a, The textile industry. Ths textils industry i Irag until
the year 1927 was of a minor significance., Since thatv date tne
Goveroient has undertaken to adjust the Tarifr Folicy with the view
of fasiliisatin- its develcnuent, ractory machinery snd rew meter~
jals hav: buen sxeamnted or subjected to very lcow duties, In addition
very aizn iunort dutias were iaposed on textile onods ixmpopt:a in
orda2r to gurtail forelcon competition, 4Articles aade of silk shether
at.ral ¢r artificisl are subjected to an advalorem duty of 50 per
caent; wooclen articles pay a duty of 25 per cent; cotuon piece goods
are subjectea to 15 to 25 paer cent, ad valaraa, of tsc & specific
dubty ranzins between 15 to 187 fils per N.K.§ and hosisry made »f
silic, wcol or cotton is subjesct to ad valorea duty ranginz froa
25 to BC ser cent,$1%l)

At the pressnt Uiue ther: are three acaern spinning and weaving
fastoriss in tae country. These factories produce mores than 500,000
yards of cloti annually and employ mors than 600 native and foreign
workers, JIu addition, thepre are two larz: ana many othe snall fac-
tories wanufacturing articles such as stockings, socks, showla, etc,

Thepe are no detailed statistiocs concerning the developzment of

-

(140) oStatistical Abstract of tne Iraqi Government of the Years
‘j - Q .

(141 ) Custoas Tariff lLaw No.ll of 1933,

(142) Information directly secured from the Director of the Indus-
trial nesearch Department,

(142
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thesa differe.v enterprises by showing the aznount of canital invast-

1ents, nu.ber of eapnloyees, raw aateriais conswied and vutput,

The

davelcepaents o the texti'e industry mary howevsr, ba inferred froa

L9 Lucrease
in the
used ia

AnOWL 88 Larizg Ho.b2.+,

iz isports of raw materials used and fro. thes decline

. L
27 textiel soods.

The =most important raw matverial

taxtile izdusury in Ireq 1s laported Australian wool

Tuble XX givas the value o lagortad

suavralian weel in tha last eleven years,

Table XXX

Talue of IZaported Austraiien Wool Yarn During the Period
1929-30 to 193940 in I.Dst1#3)

feacr b Valuwue i I,Ds,
1929=-30 24,512
1330<31 11,340
1251=32 11,842
1352=33 15,563
1955-34 324555
1354~55 57,242
1935-56 26,277
1956~37 46, 504
1257-38 65,593
1558-329 98,541
195940 86,256

ira

(143) Foreian Trade Statistica (Custons and Excise Department,

s Of the Years 0 to 19359-40,

Saaa

-
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Tre foliowing tadle gives tue value of textile goods imported
durir, the lazht filtesn yaars,

Table XIXI

Talue ofiuporved iexmtile Goods buring the Period 13927-28 to

193940 1n I.Ds'1¥4)

- Mepve— Py
Year : V2.1 ue 1§ HAFI-DE‘
1927-28 , 2,291
1928=29 2,000
1923~=30 1,936
la3u-51 1,321
1351=-32 1,544
1752«33 1,557
1335-34 1,3¢3
175435 1,824
1355=30 1,518
135637 1,399
v37-538 1,921
1953-33 1,525
13395-40 1,583
—

It may te seen from the above two tebles that dusing the last
fiftsen year: tuere hes be:nfconsidsrable increase in the iapcrtation |
07 weol wul & cozeiderable decline in the imports of textile zoods.

Phoss observivions at lmst indicate that as a result of tie Tariff

(144) 1bid,
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the textila indusory in Irag has nad: soi2 rogress, but Bhis prog-
233 Jas Lot d2on & remarkatle one,

This does noi at all iusly that the country has no potentiality
to develos tnis indistry. But according to dr., Shit Na'man, (Direc-
tor of tia: indzstrial Researca Dipartaent),the racher linited ox=-
sansion is du2 vo the fast tnat the protestion providza by the Tariff
nas been more than moderate, Owners oI rasttcries nave not placad a
aach la.ortance to the tecanical side of their enterprises, Once
a factory is sstablishzd it zoes on suc:essfully dus to tne lack of
somd_abition sad £inda it .nzcessary %o l:itroduce impro#enents.

b, Ti2 cigarattes-making industry. The ci.arettes-aaking in-
dustry is & typicdl} example of an industry created by the Tariff,
Uotil she year 1929 there was o singlg cigaredte-making factory in
t.s sountey., To-day there ars nine large factories equipesd with
acdarn aaznisery s1th & dsily outpubt of 160 amillion cigarettesslas)
Pue industry producss mainly for local consumption with little ex- ;
ports to neighbouring countries of Luwait, Saudi Arabia, and Bahragifex

It cannot ve denied that a high import duty of 750 fils per a
net kilczrsame on iamported cisarettes encouraged greatly this indus~
try. Table XXIII gives us an idea of the sharp decline in the value
of iaported cigareties as a result of such a high duty., The wvalue

of iaported cigarattas dsclined froam I.D.45300 in 192930 to I.D.
13652 in 1935-40,

(145) Mazasine of the Baghdad Coasber of Comaerce, (Baghdad, Fsbrusry,

.D. * .
(146) 1Irsg Poraisn Trade Statistics ofthe years 1929-30 to 193940, |
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Table XXXII

Value <f Cisarattes Imported During the Perlod 1929-30 to
1939-40 in I.Ds{147)

f12ar . Value in I,Ds,
152930 45,300
1930-31 39,097
1331=32 31,735
1952=33 55,293
1335-34 274794
1234-35 19,484
1955-56 23,864
1936=37 15,413
1957-38 186,412
1353-39 13,001
1955-40 13,652

3, Tane "Pariff 7all"™, There is no accentable way of measuring
tha "neight" of tne tariff or the dezree to which the tariff is res~
trictive. Tae aabigous conceyt of the "Parifi ¥all" is widely en-
ployed in tais comnaction, ™rariff ¥all" does not always mean the
sage thing, 20r is it always calculated or coastructed in ons known

netnodslqa)For our purpose, therefore, I snall mean by the"Tariff

(147) Irag Forzizsn Trade Statistics of the Years 1929=30 to 1939-40,

(l48) Cf., Incyclopeadian of the Social Sciences, Bol.XIV, p.521.
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dall" the dagre. %o whiza 1lsjorts ar2 resiricted by means of custoas
duties., I szall exyress this desrse in a4 precentage form snowing
the prosortion of custdms duties collected to the total wvalue of
all dutsable imports.

Table XIXIII

Valug of Dutable Impogts and its xelavion te Toval lmport Duty

collected aurisg the Period 1920~27 to 1940~-41 in I.Ds, (the
Tariff ¥all Around Iraq)slqg)
~Year r Value of [vslue of | Yalie of [ Total Iz- Tre Helght
Ianorts lapeots Iaporta rort Duty of the
b adrad fronl sxempted | Subject soeiizclad) Tarii? sall.
custoag, from Dutyr 0 Duty,
1525-27. 730922 543253 | 6760974 | 1524982 20.86
1927-28| 7758361 506303 | 7252558 | 1607022 20.7L
1928-291 7125217 227145 6393022 1534050 21.52
ly2g~3ul 7357215 234174 5155041 1567200 21.27
1950~51§ 5353546 402700 | 4950846 | 1310678 24,48
1951-32. 4798288 8745 4717543 1412517 2Y.43
153255 6239355 1212511 SU2705% 151521 24,35
Lyss=3a] 6059112 1867395 4941207 1602401 26.66
1334~321 5993336 416123 5577213 1827296 30,48
1955~35] 7177110 £45982 6531128 2055108 23.35
1938=57: 955397 437419 | 9108551 222355 25,24
1937-56] 9561004 103959 9257C45 2541301 23.21
1553=59] 3156179 407559 7749840 2573494 31.55
1939-40| 8692300 4262318 4266682 2573120 29.65
1o4i~41] 5380710 32322] 6657439 2523375 25.28
Total; | —=eemee | e—ee—ea — 394,05
__&VE ra;-;e i ity Pi— L i - 26.2

{(149) Irag For=ie¢n Trade
0L Gilg feals ivco-2Y Tto lydil-dl,

Statistics and the Iragi Govsrrpment Accounts
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Tiae above table snoss that the btariff wall arocund Iraq rose by
abo.t 13% in the period between 1926-27 to 1340-41. On the averags
of tae last fifteen years, Iraq nas besn surrounded by a tarif? wall
of about 26 per cent.,. The tariff wall #a around Syris was 28 per
cent, in 19545150)However, because of a reduztion beotween 2C to 35

~2r gent, 1a the import dutles on soas goods, the wall fell to 23

per cent., in 1935 and to 22 par ceni, in 135’(151)nn, tariff wall

; . . . 152
wopoundics Palestine was in 14947 sboutr 25 »sen cencg*) )

-l

D. Thna Rovanues Agreat ol Sustoss Duties,

Since ske year 1927, aitnouch a consideradle avbention has baen

pald vo the policy of protesoing local indastr; wnd agriculture in

Irag, yei e ruvznue g3 _ect continued o play an iaporfvent role in

deterainisng cuscoas gollcy,
sevsnue froam cuscoms cuties, inclucilaz laport zuiies, ciport i
duties, aid Lrenslt, constituted, on the av=rage ol the last {ifteen

years, adbout 50 per cent., o the total tax revenue and about 31 per

cant, oI tne total nublic revenue, Custeams duties zrs tie nost la-
portant one s«srde source of tax revenus in Irag., “ne following
table gives tiae amcunt of cugtons duties, their piarcextage te total

tax reveiuwe and total public revenus during the neriod 13286-27 to

1940-481,

(150) Hinadesn, =conomic Op-anization o2 Syria, (Azmzrican Ppress, Beiru
193€), p.279. !

(151) Risures ror tee Ysars 1933-36 compiled froos Siatigues General
et JSuvawsrce ﬁu Lovant de 1938, and Bulletin T la Banque de
Byois =t du Jrond Livan of %§58-58.

(152) Himadeh, zconomic Organigation of Palestine, (American Press, ?
selrul, 1953}, p.+56. ;
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Table XXXIV

rotal Revenue from Custoas Durises the Pe:iod 1920~27 to 1940-41 in I.Ds.i
and its Relstion to Total Tax~-Revanue and Total Publio Revanueg155) ?

The Accounts of the Iraql Government of th: Years 1526-27 to

TR (ST T Eiaons | Rovaue | Rasver|Tene | venerar
Custozs | From Total |[Total
Reverve. Cuatoms Public [Tax

o _ : Revanue| Ravenus,
1926-27 | 60138 [1524982 | 25880 | 18175 | 1629175 | 100.0 | 32.83 | 44.59
1527-28 | 73387 |1607022 | 28592 | 18763 | 1719769 | 105.5 | 34.35 | 44,79
132529 66375 1534050 | 26150 | 17225 | 1eal798 | 106.7 | 30,73 | 41.66
1925-30 | 68550 1567260 | 18975 | 16990 | 1671715 102.6 | 32.04 | 54,36
Elﬁju—jl ?46162 (1510678 | 12244 | 18155 | 1387239 5.1 | 32.37 | 47.57
[1951-32 46526 1812517 | 8287 | 18235 | 1485365| 91.1 | 32.38 | 51.30
195255 | 21925 1519921 | 1923 | 17867 | 1561236| $5.3 | 31.53 | 53.10
§1955~§4 E14651 1602401 | 3027 | 21584 | 1641663 | 100.7 | 33.70 | 53.92
§19;4-55% 12904 (1327296 | 2357 | 29714 | 1872671 114.9 | 3l.el | 55.73
§1955-56§ 11736 2055108 | 2137 | 4244 | 2083225 127.0 | 4.4 | 55.10
§1956—57§ 11553 izagj9eo | 1698 | 41286 | 2273505 | 139.3 | sl.22 | 53.82
(1957-53 1 10602 [2641301 | 2197 | 51792 | 2705892 | 166.1 | 29.19 | 53.60
1536-39 | 10076 12573494 | 3446 | 47162 | 2054078 | 161.6 | 27.66 | S4.71
135,40 | 11360 2573120 | 1815 | 39507 | 2630802 | 161.6 | 26.51 | 52.70
140-41 11059 12523575 | 13845 | 68639 | 2417113 | 2.2 | 25.60 | 39.02
“4vscege: |- 119.7| 31.08 | 50,35
(153) 1940-41,
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IX. EXCI- E DUTIES.

In Irag excisze duties are levied on tobacco, tumbak, salt, oil
and oil producys, ligquors, anda cizaretiss srodliced and consumed

locally.

A. mxcise Juties on Tobacco =nd Tuﬂ%k.

uctles on wobazco and tumbak are collaztzd 1in aszordance

b
(¢
[
(]
47]
f43

¥.th Exzise law Ho.18 of 1953, The duty is imsosed st the rate of
6U fils per kilozram in cuse of tobacco snd abt the rate of S0 fils
per «ilo in the case or tumbak, sxporters can claia a rafind of the
anount of such auty on all exported tobacczo and tuabak, provided
tnai the necessary lesal formalities nave vesn carrlied on pronerly.
Tha collscoion of sxcise duties ou tobacco and tulbak is very easy

33 tae sale of soba:co and tuadbak is a govarsnaent aonopoly, A

tobasso and tuapax produced in the couniry zust b2 301d by cultivators):

directly to the government and stored in j5overnaant warehousss,
The governaent &dds the anount of the dutly to the »ri-e at which

1t salla t0 licenad wholasalars or retallsrs.

B. Sxcise Duties on Salt.

rxeise duties on salt are collacted in accordance with xclise
faw No.4 or 1929 and its Amandmnent Law No.1l3 of 1933, The duty is

lipoged at th: rzze of 2 fils per kilogram of salt produded and

b ERTT Mg
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sonsunsd locaiiy. However, sal®t consuned by so0x2 trihsas whe live
in tne Nestarn parts of the country is exeamnteua lrom tne duty in
accordance wito Sxciase Law No.20 of 1954%. The produciion and sale
‘of salt acre governasnt monmopolias.

sxcise drities Sn agld are collecte in one of ths foliowing
thrse ways: (1) vy addifnz the duty to the cost price when salt is
isau~si for Zocal consuaption Irom government stores to lice . privateé
dealars; (2) b receivinsit from licenad preivals producers whan
salt is transfer-cd frox the sa2lvu worksg and (35) by leablng its
collection v wrivote individuzls #he .ive wne hiznest oid on a
yearly coczaipaected baSlB(lsq)The most convenient and most widely
ugsed metnod is the first nethsd,

“llowances for the wacle azount of exc.se dutiea on exported
salt usad for preserving scported {ish are gpanted in accordance
#ita wxcisze Law No.29 of 1932. In recenv yesars the Lov.ronaent has
beer very suscesaful in lts acssaures to prevent saugzliaz., Tais can
be noticad Tfroa t..0 increase in tae gquantitisa of salt issued for
loecal cousuaption froa governsent stores and tne corresponding rise
in the amcunt of cxcise duties ccllacted on salt., The quantities
issued freoa sovarnaent suirces in 140-41 aznouanted to 10,378 tons,
in constrast with 8,822 tons in 1439-4C, 7,495 tons in 1956~37 and
5,791 tons in 1927-285155)The revenue collected from sxclise duty on
salt amounted to I.D.42,739 in 1%4C-41 a3 coampared with I.D.38,374

(154) sSalt Zxcise Law, Article 5.

: (155) The Yearly =tetistical Abstract of Irag for the Years 1936~37
and IgﬁﬁiﬁI.
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in 1939-40, I1.D.22,335 in 1936-37 and 1.D.46,547 in 1927-28¢156)
(See Table XXXV).

C. Excise Duties on Cil and 0il Froducts.

Exz:ia2 duties om o1l and oil producsts arse collscied in accolw-
dane¢s it Exoaiae Taw No,9 of 153 and 1ts ansgiasnt Lawv lio.9 of
1941, The duty ig collected oa tae Jdiffarczau avcts &f 011 and oil
producis, in the followin:z mannaro:

(1} adotor spirit and inflamassle liguids or adusures capabie

i - ; - . e -4 .
asz 12l Zor izzornzl sontusiion onzinzs and

1

af belo~ 438
naviing a flash .oint balow 3 deéwrees ceubigradw by close
teat-—a ravs of 137 fils per 25 liuscs.
(2) Refined oils haviazy & flash poiat wot balow 35 dezrees
2Tisceds cut balcew 63 dezraas by 2Lc3» tast: 144 fils
>ar 200 liters. .

(3) Refined o2il havinz a flash poingﬁiglow 63 degrees caatigratef
but below 125 da:rees by close test and ol specific gravity
aacunt less tioan 0,85-=184 fils papr 200 liters,

(4) Iride oil-~duty frae,

sxportad oll and coil products are exeunpte! froa the duty, and

if &8 duty nas already been psld, i¢ is always refuided when tie pro-
duct on which dutics have besn collected ars exported. Furtherzore,
ne excise duties are levied upon such produczes ussd b y H.B.Kzsia

?orcés in Iraj for thelr official purposes, and ty all otiher p=rsons

who ars by spasial laws ex:apted from the uayaent of such dutieagls?)

{(156) The excise duty on salt was before 1933 5 fils per kilo,
(157) Oil and Cil Productis Ixcise Law, Artiocle 2.

e e

T RS
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An exeaption of 243 fils is also zraated to all c¢ivil Aviation coa-
canies who haves branches 1ln the country for each 1l0u liters of actor é
spirit used b, themtl?8) - ;

Bxcise dutiez on oll products ars collescted by the Oil Companies ;
on behalf of the overcrent, Tha axclse duty is addad vo taoe price |
of thesae produsts when they are sold by the Coa.ania¥ to th: cons-

sunrers. To insurs ths tresar coliaction of duties by the Coampanies,

the zoverniess asksg evary exploiter of oil productis to ksep accounts

showing:- (a) guantitisa of gprude oil refined; (b) quantities of
keroserne and aotor spirit {petrol) separurety abtainesc on refining;
{¢) quantitiss of 0{1 wastve resultin<g after refining. Such accounts
arg opened at any ti.ue to inspection by a senior officer of the

Custoas and Excise Daparuzent&lsg)

D. ixelise Duties on Liguors,

fxgisae duilies on liquors are collectad in accordance wi.h Excise ;
Law No.17 of 1937, and its Amendment Lews Yo.8 of 1941, and No.,2 of L
1942, The duty is laposed ut the following ravas:
(1) On potzble spirits obtained by disviliation, except Zthyl-
alcondl (reetified spirit)--150 fils per litre of sitrength

[

C d=zgrecs below London Proof. :
(2) On precrified spirit (Ethyl-Alcohol) of London ¥roof strengtd{
--200 f£ils per litre. *

(158) 1Ibid., arcicle 3.

(159) Egcise Rggulation No.36 of 1952, (Al-dagiya al-Iragiya, No.la ;
of 1932, i
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(3) On cdenatured spirit (Meth lated alcohol)e-15 fils per litre.

(4) On ale, besr, porter, cider, and other liquors obsained
by proces: of fersentation, exeyt wine manufactured froca
raisins or grapes--10 fils poo litre.

{(5) oUn wire obtained by ferizeantation of raisins--2v fils per
kliograne of ra.sins so used.

(6) Cu wine obuainsu L7 ferasntation or grapes--10 fils par

¥ilourams of zrapas so uaad,

$
v

c¢s2 of zollexting the =2xsise duties on all liguors

LS

{

For th2 pur;

»

i

%/

preduzed or ¢onginel locscliy, Loz LO07I0RASNT 238URE3 A4 DROPAT supen

Iy

vigion on producers and ssgsliasrs of ligucrs by a system of lice.ses.
No purson is allowed vo produce or gell liquors without firat securing
a license I'rom the Jushboan and Sxsise Autnoristies, These licauses
A4L.ST e renewed apnually, and evary tiue a s.aall psyment has %0 be
iade by tae licensed person,

ixeise dutiss are ccll-ited Irom the lizensad produser in the
place of production., However, the payment npay be posiponed until
the goods are s0ld to wholesalers or retailsrs, provided toav during
tnis tiae ey are stored in speclal placzes and cannotl be resovad
wlthout ##e permission Yroa tue Lovarnient., Jroducerss are alicwed
to sell only to licensed sellars,

Excise dutles pald on liquors locasliy produced ard intecnded
for export are siways refucsded, Als0 a rsfund of 7/8 of the excise

duty is grnaced on rectviried spirit produced locaiiy ana intanded

R I )
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for ugse in medical preparations by the Govearnazent Medical stores
£ by any licensed pharmaecist, subjaect in the case of the latter,
to a maxiaum quantity of 15 litzrs per annue for eaca pharzagy.
Alcoaols used in the producrion of perfumes in Iraq are exempted
froa %A the asount of excise duties coliected on a maximum quantity

of 20C liters monthly,

T, 3xcisa on Cizmarettes,

fxcise dubty cc clgarsttes is or a reccit oclgin., It was iuposed
for the first time in vha year 145y ii scecrdacse with zxcise Taw
80,8 of 193y which was latser on aznended by Aszending Taw No.l of 1942,
The duty, is izposcd on all macnine~made or nand-made cligarettes of
all xipds a3z well as cigars produc2d ia Iraq, in adiition to the
tovacac Bxoise dutiss, Tne dusy is collszztea av tne following rategd
(1) ©ne f£ils per 10 amasainewuade cipgaraectes, provided that
if tne boxes or packets #a3rein suct clrarettes ars xept
contain more than 10 sigarettes, the duvy is 1 £ils per
10 cizarettes or vart thereof.
(2) OUne f£ils per 20 hand-made cizarettes, rovided thav if the
packets or boxes whefin such civarertes are kept coatain
aese than 20 cigare-ves, the duty is one fils per 20
cigareties or part trnerecof,
The cigarettes exclse duity is collected by mepns of labels or

bandrolles waich are furnlshad tc the zisnpatis2s produners szainst

pat s mr Tl s

e T T
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sayanent of the duty leviable on taneir »roduse. Suck laebels sar- af-
fi;ed to the boxaes or packets of cliarettes by the producers before
ég:g clearsd rrca trhe Lfactory.

In order %o avoid the loss of revenue tha following msasures

are tuken:

(1) tNo pevson is allowed tc sanufactur: cisareiies without a

licenge _rzicaed by the Direcuor rensrul ol Revanue,

(2) %o rerscn 1s a2llowed to oSizar Zrei wue Laztopy cigarettes
which arse not cacksl in boxes.

(5) %o uarssn i8 caraitted to sacie iaside o2 sigeretve fac-
tory cigarettss froa boxes tnabt ar: zou labelled,

{4) 411 factories aust sudalt gsonu.ly stastistics to tne Excise

Autzoritias corntaini g suce inforiation: (&) guantity of

<"
tobocgac taxed during the onth, (b) quanbity of tobeceo e
enterinz the factory duriny the icath, {(¢) guactity or
cigaretves gsanufactured and ecvecsizyz the store, (d) gquan-

tity of eclgarettes clesared for salss during the .aonth,

(8) number of labels purchased Zroa vhe zxcise aAuthorities

daricg the monthslso)

Cigaresies kept in boxas or pasizalis and clained to b2 exported

fros lrag are exeapted fron exclse duties,

F. Fiacal Adequacy cf Excise Duties,

-

Revenys from exciss duties crnshibtutel, Jo tas avarase of the

(160) Excise Notification Ko.,1 of 1940, (Al-dzqiya al-Iraqiys
No.1769 of 1940.).

e e b L o § e i
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last fifteen years, about 13 per cent of the tvotal tax-~ravenue and

about ¥ per cent, of the total public revenue,

Revenue

has been continously increasing in the last few years,

from excises

The following

table gives cne amount of excise collections during the period

1926~27 to 1%40=-41 and its relation to toral tax-revaenue and total

public revenue,

Table XIXV

Total aevanue froa Excise Duties on Tobaczo, Galt, 0il, Liguors,
and Cigzearattss for the Period 1%20-27 to 1lU4U-4L &nd its
delation to Total Tex Revenus and Total Publliz sevenue for the

sane reriocd, in I.DSSISI)

fiar .fobuccf‘Salt Oil Liquors Jizary sils- retal |Index [Pearcen~| Parcens
i and and 1 ettea; ce¥lla- Exaizc[ﬁunbar vaza of] tige et
: Tumbak Oil neous | Jutliss Tetat of

Froduch sxcise Cullac Tax Total

ta Recelrr-ted. Agvenue| Pubie

ts Heve-

3 nuse.,
1326~27) womem 255204 | 100 | 7.0 5.7
1127-238 344263 | 129.3] 9.5 6.9
1728~29) 219186|46547| 71612 | 74460 |——==- | 9541 [421346 | 153.2| 13.4 8.4
1929~50! 182853 | 44193| 76236 | 75230 [-——— | 9504 |388022 | 145.7]11.0 2.9
1950-31{ 191294 | 28684 73831 | 71795 | ===== | 7301 |377895 | 141,9{13.7 9.3
131-52] 167392] 22027{ 117472 62983 | ==-== | 3146 (573020 | 14C.1]13,5 3.5
1952~33 178601 20165] 114078 55009 | =———-— | 1855 |3497¢3 | 138.8|12.9 7.5
1355-34| 197185 16563 127043] 63837 | —=mm= | 709 405343 | 152,2|13.7 3¢5
1934~35( 212726 17174 ( 126826 74681 | —-— | 1014 [432421 | 162.4]12,9 7.4
1335~36| 223840 22555| 158263 79226 | -—-——=| 313 | 4595981 | 172.8]12.3 7.8
1336~37; 256455 31055) 166895 90120 | wmm—m 27 | 544596 | 208.3|13%.1 7.6
1257~58] 275535) 52361| 189375] 107504 | ~——= | 51792 | 656667 | 250.4}13.2 7.10°
1955-59{ 272585 36768 204541 114257 ( ——=~= | 47162 | 675315 | 257.4| 14.4 7.2
359~40| 513426/ 58378| 262084 113902 | 29036 | 39507 | 796349 | 302.1{16.41 | 8.1
14041 | 270406} 42759 295436 112508] 32958 | 68639 | 820686 | 308.2{15.1 2.9
?vera 2 184,.4)13,2 7.6 2
181) Tie Iraqi Governnment Accounts of the Years 1926-27 to 1940-41,
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CHAPTER V1

THE INCOUE TAX.

I. HISTORICAL SURVEY.

Before 1927 there was in Iraq no direct tax on the profits orf
businass and professions, or on salaries and fixed inco.es, During
the first ¥orld ¥ar there was in use the former Turkish Tamatu, which
wag abolished in the early part of the British Occupation. The
Tamatu consited of a tax on the earnings of public utility coampanies,
on salaries and wazes, and on the profita of trades and profossiog;?a)
Strictly ppesking, the Tamatu was not a direct tax on the profits
of business and professions, becauss it was assessed on the basis
} of soaxe indices as “signs of wealth}j and not on the basis of net
incoae$163)

In the year 1925, & Financial Mission was ap ointed by the
British Jdecretary of 3tate for Colonies to enquire into the financial
position and prospect of the Government of Iragq, After making the
necessary investization the dission suzgestad an iamsdiate introduc-
tion of an efficient direct tax on salaries and other fixed incoaes,
and on the profits of business and profession. The Iraqi Government

walcomed the id=2a, and through its ¢ollaboration with this Mission,

an Incone Tax Lew was drafted preparing the ground for an iaportant

(162) Report of the Pirancial disazsion to Iraq Appointed by the
Lol overnnens, B, Uy s De .

(165) Himadeh, Ecomomic Organization of Irsq, op.cit., p.467.
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reform in the Revenue System of the country.

In 1927 the first Income Tax ILaw was passed in Iraq and came
into force on the firat of April of that year., It is known as the
incose Tax law No.52 of 1927. It was subjected vo a considerable
criticism in the local Pressg, but passed tarough the Chasber of
Deputies and the Senate with practically no opgosition, The aain
crivicisc diftted against it was that it was an unsuitable fora of
a tex for the countrysls4)1 largs number of the population reacted
very badly azaist 1t, and considered it as unjuast, for in their
opinion a tax which taksa & part of ona's incoae is nothing but
confisca:iongles)

The wisdom of the Government in amaking the ratss very low at
the beginning was regponsible to a great extent in less€nin: the
gtrongth of such an opposition., The Incoms Tax law of 1927 was of
a very simpie construction, sxsaptigg all incomes under I,D,300 and
taxing the remainder with a proportional rate of 5.6£%5166)It was
realised that the enforcesent of the Incom: Tax ILaw would ve very
difficult at the outset, and for t is reason the Government was not
looking after revenue in administaring the tax in the first two
yoars., The Law was so framed that the labour of the first and

second years of the operations of tne tax wers apylied mainly to

the introduction of the principle of & direct tax on income apd of

testing and establishing efficient machinery for its enrorcement£167)l

-

! (164) Report on Iraq by His xagestx's Government submitted to the
} . aﬂ' ue O a ons, eMeDaVay t P,

(165) Ibid.

(166) Incoxe Tax Law No.52 of 1927.
) ' H,iajeaty"

{ (167)
;ii ague ©

ent submitted to the

Y
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The Inmae Tax Law of 1927 was amended fcur timesf The first

Anendnent Law (Law No.5l1) was paassed in the year 1930; the second
(law No.73) was passed in the year 19313 the third (Law No.60) was
passed in the year 1933; and the fourth amendment Law (Law No.58)
was sassed in ths year 1936, It was seen it later 0 put into one
z2cde all. the laws related ¥o the income tax so that a thorough un=
derstsnding of its contents and implications on the uart of the of-
ficials coacernad zmight be facilitated,

A new Incoae Tax Law was passed at Baghdad om the 29th of July,
1939, and published in the Waqayi' al-Iraqliya on the 7th., of August
of tnat ysar., It is known as the Income Tax Law No,36 of 1339, Ac~
cordinsly Income Tax Law No.52 of 1927 and s8ll its amendnents were
repealed. All the provisions of the new law in respect of chargeabls |
inccmes, allownces, rates of tax, methods of assessaents and proce-
dures relating to those problems, weprs for the first tine acplied
in th2 year of mssegsmnent 1959—40S168)The new Law l.iposes higher
rates, steeper progression, and grants mors equitable allownces and
exaaptions. In addition it lintroduces a baslc improvement in the
cld methods of assessment, which past experience had proved unsatis-
factory. This Law was supclemented by the Incoune 3ur-Tax Law No.63
of 1543, The discusasion in ¢t is chapter, therzfore, depends on the
Incoae Tex Law Ko.36 of 1939, and the Income Sur-Tax Lew No.63 of
1943.

(168) Al #aqayi' al-Iraqiya No,1723 dated 7/8/1959.
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II. GuisRAL F-ATURES OF TH- IRA LT INCUME TAX.

A. laxable lIncoae.

In Irag tae inzcue tax is payabls mpon any inco:ze whica accrues
2 i3 darived from or received in Irag, iz ressect of:

(&; Gai-ss or »rofivs from any trade, dusiness, proressiosn, or
vocation,

(b) Gains or profics from any espioyment includiii; the estina-
ted anaual value of any quater or board or residange, or
of any other allowance sranted in res.ect of eaployaent
xn2ther in acney or otherwise,

(¢} . Dividends, interests or discounts,

(d) Any preaium charge or annuity,

(2) Any incoi2 thant is ralsad in Irsq and whizh is noy sukject
to any kizd of tax in Ipagtl69)

Tas Iragqi Incoae Tax is not an incoume bax prongr. If does not

inzlude gll incomes, but only the sbove mentioned ones., Income from
asrisulture, propaerty, and incoue derived froa tae pcsssssion of
salaals are exeapted, Agricult;ralists and property owaers are not
ubject 60 the incoma tax but to otner ssecial taxes such as the land
vax, the lstinlakx tax on agricultural and natural produce and tas
building tax. The sconcnic ef#fects as well as tne criticisn of tais

polisy are given in another place of the present chapter,

(169) Income Tax Law No.36 of 1939, Arvicle 2,
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B. Persons 3ubject toc the Tax.

tienerally speaking, the tax 1g lmposed on any person who rasceives

an inco.ae, wnich, according to the provisions of tie Law, is subject

tc the income tax. I[aere are, however, rfour chief aspects oI this

f proelea wiica need to be considered heres

| l. The relation of the individual to the income o¢f %th2 house-
bold,

2, Tha status of 3 parson rosideat in irag and a person not
reslde:;nt in Iraq.

3. The status of tha corporation in i:coaze svaxation.

4, Persons exeapted froa the tsx,

1. Tne relation of the indi.idual %o tae income of th2 house~

=l G gt e R i L

' aoad, The distinction between thae income of the individusl and the

: joint incoae of the housshold is of practizal iaportance uader a
srstea O rate graduation. The sum total incoaze pays & snaller
sraduated tax with separsble liability of the fanily member than if
assessed as a whole. In Iraq the houschold is taken &s tae tax unit,
Tne income of children under the age of 18 years is added to the

ineone of tue father and is charged in the name of the father, or,

if he i3 daceased, in the nazne of the aother, Cn the other hand,

adult children over 13 are subject to individual taxation.

St s e s g try M

Sinilarly the incoxe of & married woman is added to the incone

of the husband. This praciice is fodlowed 1n almost every country.

‘{
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2., The status of resident and non-resident persons,in Iraq.
Persons resident and persons not resident in Iraqg are'subject to

the income tax when they raise or receive income in Iragq. But the
rates applicable to each of these two grcups are different., It becomer
necessapry therefore, to distinguishe clesrly between them., By a
person resident in Iraq is meant: (&) any person resident in Iraq
and any body of perscns incorporated under lragi lLew or whos2 prin-
cipal place of business or its "peraansnt establishament” is situated
in Iraq, (b) any official of the lreqgl sovernaent outside Irag,

(¢) any Iragi whko is resident outside Irsq for temporary rur.oses &
and he: a permanent place of residance or a orincipal place of
pusinsss in Irsqg, and finally (d) any Iragl whe is resident in

Irag during a~, year of assessment for a pericd of four months or
noreg170)The ters "persong not resident in Irsq", means: (a) any
non-~Iragql person whose residence is due to the fact that he is en~
sézged in a dalaried post in Iraq, or his residence in Iraq is due

to a certaln teaporary purpecse only, (b) any person who ie resident
outaside Iraq and derivees in Iraq any incoane liahle o tax or zxar-
cises by any uneans whatever, any trade, business, profession or
vocation in Iraq, and finally (c¢) any bedy of persons nct incor-
porated in Irag or registerad in Iraq which carries oz business or
has & "perm&nent establishnent™ in Iraqgl71)

3., The status of the corporation in income taxation, Different .

(170) Income Tax Law Ro.36 of 193G, Article 1,
(171) 1Ibid.
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countries nave adopted different gcractices concerning the tasxation
of corporate income, The most important amcnz these practices areg
(a) taxing either the corporation or tke individual stockholder, .
(b) taxing both the corporation and the stock holder, (¢) the divisionf
ol the tax between the socikholder and the corporationsl72)The dif- .
feorence in practic: arises from cenfusion of varicus tieories which
a2 n:ed not discuss hers, PRurt eracre, we ar:? not harce in a2 position
to g0 into the detalls of esach of the abov2 naentiocned practices,

but we have glzply ssated them 1n order to £ind out whiczh of these
practices is followed in Iraqg.

In Ipzg only ih? phareholder 1s taxed., Corvorate incoms out
of which dividerd is to be distributed is taxed at & »roportionsal
rate of 15 per cent., fThe corgorution 13 extitfled to deduct from
sz aasount oF any dividend said to any shareholder the axount of
tha tax due on thst dividend. The azocunt of tiac tax daducted st
tne ssurce fron a divids 4 paid toc a sharszholdar 13 set-off azaist
tha tax charged on $h¢3t0t31 charz»adla incore,

#. Persons exzapted from tnes tax., In another plase Lhs pro-
blaa of exeajtion 13 considered in latail, but it seens losical at
tnia stsce to enumarate those persons whe are exeayted fron ths in-
Soie tax. They ars she following:

(a) Diplomatis rsaprasuntatives of Foreizn Countries,

(b) The meavers of the British Forces in Iraq and any other

civilian member who is appointed by His Britanic %ajesty's

(172) ¢Of, Edwin R, 3eligwean, issays in Taxation, (The Macaillan
Company, 1924), p.317.
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Govenrnment for ssrvice in Irag,
{¢) H.M. the ilngz of Iraq, H.R.H. the Crown Zrincs, and the

Regent af Iraq$175)

c. The Rates of the Tax.

Since the introduction of the il:coze tax in Irsq & remarkable

increase in its rates has been made, In order to have an idea about
the trend of such increass® it aay he appropriate ner. to revliaw the
rates of ths tax in the different stazes froa its early beginning
till row, Tha2 fir:t Incosne Tax law {No.52 of 1927) us2i to tax all
inccmzs sbove I.D,.300 with a »Hroportional rate of 3.645 per cant,,
and to exempt 21l incomes below that amount, In the yesar 1930, the
sgvers fall in Governunent reve.ues accompanied by a zreat financial
stress ioduced the sovernasat to raview and consider agaln ths rates
of irncoaza taxation$1?)Mne rate was raised to 6 ser cant, on the
first 150 dinars of taxable inccae sni 9 per ceent, on the raazalnder.
Th2 tax on incoms of corporaticn was raised to 9 par centsl75)

The new Incoxze T?x Law (No.36 of 1933) iaposes the following
rz%aes an the %&gggisbincome of aach yeur of assassnent:

Un €0 150 Dindrs ..eeveccsscscaressasnssansacss 6 DEr Cont.

Above 150 Dinars but lessthan 500 Dinars ..... 9 per cent.
Above 500 Dinars but lass than 1200 Dipars ...l2 per cent,

(173) See Infra, p./5}

(174) Repoxrt on Irag by H.M's Govermment Suocaiited to the League
of Nations, (H.¥.8,0., 1930), p.78.

(175) Income Tax Amendmsnt Iaw No.51 of 1330,
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ADOVe 1200 Dinar8 seceecscsnssesscsncnsnssonnse
Tna chargeable lncome, shatever the amount,
if any person is noteresident in Irsq sceseees
The chargseable lncome, whatever the aaount,

of a bOdy of POLSONA sseevvssnnssvessssnsransone

15 per cent.

15 per cent.

15 per cantg176)

A% the present time the following sur-tsi ru.es ars also im=

poged in addition vo the above rates in ac:cordance with Law No,63

0f 13433~

(a) On persons resident in Irsq:
Up to 1000 DinBre ..eevcecavonesesasa
More than 1000 Dinars but less
than 2001 Dinars seeeivsvensossnsenss
More than 2000 Dinars but less
than 3001 DinArs seccececccencvsconss
More than 5000 Dinars but less
then 4001 Din8I8 s.seecevccvcsoscnens
More than 40CO Dinars but less
than 5001 Dindrs cecesccececrevescenns
More than 5000 Dinsrs but less
than 6001 Dinars ,ececeeessctvscences
More than 8000 Dinars but less
than 7001 Din&rs cseecvevvecnsconsean
dore than 7000 Dinars but lass
than 8001 DIDATS eserereeenrenc-ssans

sionr than BG00 Dinars se NS I PIEREBEEBYS

&

5 per cent,

1V per cent,

15 per cent,

20 per cent.

25 per cent,

30 per cent.

35 per cent.

40 per cent.

45 per cent.

(176)

Income Tax Law N .36 of 1939, Articles 12 and

15.

o g,
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(b) The sane rates are appli:able to persons non-resident in
lraq,
{¢) <ovn body of persons:
Up to 1900 Dinfrs ceeecesscecrvsesssaes 10 par cent,
Mora than 1000 Dinars but leas
than 2001 Dinars s.cecscecasssssensseee 15 par cant,
dore than 2000 Dinacrs bul leas
than 300)1 DinALS seescescsscvencrecsene 20 per cent,
dore toan 3000 Dinars .evevressssceacee 25 por cen£}77)
One cnaractariastic of the rates of income tax in Iraq {(as i¢
is tne case in practically every country) is their zraduation.
Such progressive rates are usually justifiad om the zrouand that the
existing social order is not perfect, that toe great dezrs: in the
inequality of incoueatd wealth is unjust, and that taxation should
ba ona ofthe instruunents of corrsziting it. Progressive taxation,
is a sound and zroaising wethod for aitigating sich an ineguality.
£rogreasive taxation is based on the principls or "ability vo pay."
It i3 ;Eggid that an individual's "ability to pay"” increaszed fastar
taan the lncreass in hls income., Jonsequently, very rich people
stould be called upon %o pa&y taxes not only in proportion to their
incoues but more than in proportion, IY the anount ccllected by
taxation is spent =mainly for the benafit of the poor, a tatter and

fairer distribution of the national incone can be attainedsl78)

-

(177) Incose tax Sur-Tax law No,c3 of 1943, Article 5.

(173) ¢Cf. Encyclopsedisn of the Social Sciences, Vol XIV, P.531.
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In general, I think, we can say that the present incoae tax

and sur tax reves are not very high, for a rate is very high only
when it affacts badly the tax-payers's ability and inc.ntiva to work
and save, and consequently causes a reduction in the national wealth
and income, It is almot impossible to conclude whether the prasent
rates will or will not bring similar bad resulta, Yet one may be
inclined to belisve, especlally nowCmlays when buslness profits are
high, that a maximum rate of 60 per cent. (15 per cent. the incoae
tax rate and 45 ser cent. the sur-tax rave) on a very nigh income of
&000 Dinars and above will not reduce the taxpayer's incentivs to
worx and save, +hen conditions will come back Go normai again in
the porg-wsepr period thare alght be & strouyg case for a further con-
sidaecavion of this proviea and psraaps & ravision of rates will then
ve advisaopie, The presant rates are low as comparsd witn those in
juropean and American countries, They are also lower uLuaa the rates
Li Palestine, where ecopomic and sociasl conditions ars uov aueh ¢if-

ferent fros tuuvse in Iraq.

III. SXEMPTIONS

Tne aost iuportant form of exzuption is that of the "ainimum
sxexption™, providing for & minimum liait which is exesxzpted fpom
taxation., In addition to the ainiasum exen;tion every person is
entitled to an exaanthon equal to the full smount of the life in-

surance preaium sc caild by him. These nersonal exemstionsare in




[
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no event to bte considered as part of anyone's taxable income.

Tae ainimun e<eamption in the outset (in 1927) was I.D,300 for
all resident persons alike., Fsally responsibilities were not taken
into cousideration., This exsmption was zrsnted to svery person
¥nasaever he aizht be, a bachelor, or married man with no cnildran,

a married man with one c¢nild, or a ma-ried @an with aore than one
caild, ter on, in 1v335, the miniaum income exsapted was rsduced

50 I.D,150 inatvead of the previous liait., Here again no consideration
#a3 taxen for tie problea of fanlly responsibility.

Ilo opders LG establian the incoue tax on & falrer basis, Artiole
12 of the lncoae Tax Law was amended in the ysear 1939, Since that
date tae followin. exeamptions have besn granted: A bachalor or a
widow venefits I.D.100 exemptiony & married man who has no chiidren
or a widow who has one cnild or more I1,0.125 exemption; and & married
pan who has one child or awowre 1.D.,150, Only I.D.100 exsaptior is
sFanted $to a married wan who nas lost nis wife, » wldow whose on-
ly son or {(in case she has more than one) her youngest son reachsd
nis eighteetn is granted I,D.100 exemption only. Sizilarly the al-
lownce of I.D,150 referred to above does not apply 5o a amarried
dan who has a child or more in the fevent of nis child (or youngest
cnild) completing 18 years of age., In such a case omnly an exenptio n
of I.D.12> is granted,

Because of the present war conditions, the price level in Iraq

has risen tec a consider ble degree, As a consejuence of that the
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Govarngent officlals, and scae privaie officisals, were allowed &n
i.crease in their momuhly salaries, an increase proportional to
their original salaries., The full amount ol this war allowance is
gxempted from the incdd tsx, thus msking the smount of the ainiaum
axeaption mentioned avove aory by the asount of the war allowance
1o walcu ua person is entitladsl?9}

geside the "miniaum exemption® discussed above, thers are in-
coue3 which are exeapted from income taxation. Article 8 of the

Iragl ifncose Tax Law enumoratas tne Iollowing list of incones that

{a) "Agriculiursl incoae.“‘lgl)

{b) Income on shich tax is puid undsr the Building Tax Law,

(¢} The incoms o2 H.u.the XKinz, H.R.H. She Crowsn Prince, and
the Rezans,

(d) Tne incoae of tha Departient of Awgaf and any ecclesias=-
tical, charitable, or sducational insvitution for ths
benerit of uwns publlic and so far as such lncome is not
derived froz 3 trade or business carried on by the Depart-
ment or by tae institatioas.

(e} Tue of{izial salaries and eaclemants of Diplomatic repre=~

sentatives of Foreign coungies.

(179) Increased Cost of Tiving Allowances Law No.52 of 1942,

(180) Incone Tax Law Nc.36 of 1939, Article 8,

(X8%) “Agricaltural incoue means incons derived froa agricultural
proauce in frag by tne cuitivator tharaorl, or by any person
who, under jne law or custon, {3 esntitled to a share in such
a produce.”
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(£) Income derived from the posseission of anizals subjeczt to
the Istihlsk tax on animals and anliazal produce.

(g) Any income charzeable to tax under the Income Tax Law
which has besn exenpted by any other law,

(h) The salary and eamoluaents paid by His Britanic Majesty's
Governient to any service or civilian member of the British |
Forces in Iraq provided tnat such a member is & British |
subject,

(1) Tae incoae of dunicipalicies end Undertakings for public

services other than those undertaken for the purnose of
| Dy zain,"
Tne exeaption of the income of the Departaent of Awgaf, the
incone of aunicipalitiss, and the income of charitable and educa-
tional institutions is connected with public policy., These institu-
tions are either :overnaent or private institutions whoge gurpose
is not to make profits, but to render an essentisl social service.
The exeazption of the income of Diploaatic Reprssentatives of
Forelgn countries is a kind of mutual and reciprocsl exeaption,
The esemption of the salaries and eusolunents paid by the British
Government to a Britiah subject who is under its service in Iraq, #
is another addiitional privilege given only to the British Govern-
aent in accordance with the Anglo-Iragian Treaty,
The exenption of szgricultural incoze, inc: me froam property,

and income from the possession of aninals is a peculiar aspeet of
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tha incoas taxavion in Irai. The inco .e tax 1s a tax on persons
azcording to thnelr resnsctive incomes, and it logically follows tnat
all incoaes rezrdless o their source or nature must be subject to
tna tax, This 1s the nractice in practically evary developed coun-
7. Howsver, in Irag the case in mot so, #hile there are incon=s
sunject to tne iacoze tax, there ars otaer incoies which are not,

Tne superiority o income tax ovar other taxes lies in the fact
23t it erables a 1ore equitable distribution of the tax burden
aaong different persons in society, 4#1th this aia in aind, thexe
i3 no reason whatsoaver to discriminate between different pesrsons
a3:9rding to tueir sources of income. #hy should two psrsons, where
sae dspends on his income from business and the other from property,
for example, be treated differently? Such a policy is incompatible
¥#itn the aia which the incoze tax is 3uppossed to serve,

To illustrate tae effect of this policy on the distribution of
tae tax burden, let us consider t®o persons who make equal annual
incomes of I.D.5000 each, of whom one "A", gets his income fron rent,
and the other "BM™ gets hils incone fron business profit. A's income
13 exdapted from the income tax, but subjact to the Building Tax
shich iaposes a proportional rate of 10%. ™A" thereffre has to pay

a tux of I.D.50C only (nexlecting fcr our purpose the exemption al-
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lowed and cousidering the whole amount as the taxable income.)., B's
incame is subject to the income tax, and according to the incoaze tax
and sur-tax rates, he has %o pay a tax of 1.D,1435,50 or 1,D,935.50
aor: thaa "R". This is, of course, an obviocus inequality in the
system. ¥hat has be2n said in connection with income from property
say giailariy be said about the income froa agriculture or the in-~
coae fron the possession of aniazals,

A systea of a progressive incone tax ¢cannot be just unless all

cones are grouped together end treated slailarl;, otherwide, a
great deal of insqualities sinilapr to that illusirated above will
arise,

The presant practice followed by tae Iraqi Governament in exem~
pting froa the income tax, the incomes froam agriculture, froa pro-
perty and from ths possession of anizals zizht have & justification
fron the practical point of view, It is a known fact that the deter-
mination and assessaent of such incomes are matters which involve
pany practical difficulties, To include these incomes under the
income tax means increasing the complexity of the tax gystem. Hence
the tax cannot be admirnistered properly but only by & very efficient
staff which is lacking in Iraq. For tbis reascon, I believe, that
to follow this policy is the best that the Governaent can do at
the present time, It is admitted that it is a bad policy, but 1t

is, as one aight say, a necassary evil,
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IV, D3DUCTIUN CF LiCols AT T SCURCSE,

in Irag there is a ceombination of taxabtion at thez source, and

Laxation by acans of direct ssz2ssaent on tha basis of taxpayers

<7
L)

P:owla8, Iin this s:zction w2 ara2 _-oinl <iszuss the cases in which
snz asathod of colla:tion at the sourc: is zagioyed, la2avicg the
discassion of tmns2 gases 1ln whici Loa a2thod of dirsct assgess:ent
i3 used to the nazt seaction.

Ubviously, tae appiication of the aevhed or deduction (aoaew

1323 called stogjase) at the source is not always possible, In

ot

, dedustlicin 2w the sourca is employed in toe case of payments of
nLer:st to nop-resid:nit persons, and sragstically all cayments of
iividends. and salaries of officials of rublie Denartaents.

The tax caaprseavle oa btho salary and saoiuments of an employee
ir tne sepvice o an eaployer is deuwsted by ths saployer and paid
by nia %0 vae Finance Autcoritvies on benalf of the eaployze. The
2i.loyea will taen receive ais saiqly less the ineoiue iax on that
apount of inccme, The =aployers c¢harged with daduction and collec-
tion of the tax from salbies are tae folloxingglaa)

l. Govirnment Departments,

2. Rach dunicipality inciuding the Azanat-el-Asinsh,

3. Zvery Public Body,

4, Every Coapany.

5. &4very other perscn (inciuding any partnersaip) upon whoa

the obligatiou may be laposed by the Minister of Finance.

(132) lIncoze Taex Law No.36 of 1939, Article 6,

[RE—
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Avery eaploysr who 1is responsibvle Dy tne provisions of the law

to nake dedustion at the aosurce is required to prepars and deliver
for sach year of assessient a return congtaining the names, place
of residenze, and the amount of salry of all persons enployed by
aia, 4#hars the employer is a body of persons, tne aanger is dseaed
ko be the eaployer, and any direcuore cr person eaployed in the
aangeasnt of the company are co.8idered nis eagloyees.

Tne eunploser is held responsibls to the Fipance authorities
for the full amount of the tax which he is supposed to dedustf from
the salarisas and eao.unents of his enploys2es, The proper aaount

¢ thes tax should be pald to ths Pinauce aAuthoritiss irresvective
of waather the ensloyer hindelf has or has not collected that azount
froi nis esployeas, To relsase himsell from any risk and to get
2id of any troubie that may result, tin2 employer deducts in advance
the aaount of the tax froam the salaries of his employees and keep
ic with hin until the Finance Authorities will call for payaent.

As in the case of inocome froax salaries, lncone froa dividends
is alsc deducted atv the source. Evary company which is registered
in Iraq is entitled to deduct from tine amaount of any dividend paid
to any shareholder tne tax payable on the incoane ocut of which divid-
ends are paid. Hvery cospany, upon the payment of a dividend, aust
furnigh each shareholder with a cerificate getting forth the amount
of the dividend paid to him and the smount of the tax which the
company has deduzted in respect of that dividezd., ~The company is

r:sponsible for the payment of the aaount of the tax on all the
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divideunds declared by it to the government, whether it has actuslly
collected that by deduztion or not.

The other occasion in which the tax is deducted at the source
ig in the case of paynent of interest %¢ non-resident perscns.

Any person residenst in Iraq 1s liable 10 the Finance Authorities
for the payment of the tax dus upon any azxount paid or creditsd by
hia to any other ancn-rasident person in rsspect of interest on
dsbentures, amortgages, loans, deposits, or advances, Th2 same thing
is =& applied in case of paying or creiiting a sum falling due in
respect of an asnuity, pension or other annual payment.

The person +ko is entitled to maxe sucn deduction of the tax
upon interest and other annual pa mants aentioned above must fur=
nisa the non-resident person, on whoss behalf the tax is payable,

a statement containimg the rate and anocunt of the tax due on that
iscome, and the proceeds which 1s actually transferred to him or
craditad to his account,

Tne tax is usually d€ducted at the source at the standard
rates. Incozme froan salaries is taxed at the source at the rate

of 9%, income f£ro: dividends at the rate of 15%, and income from
interest and other sinilar annusl payments at the rate of 1055183)
But for the purpose of ap lying graduated rates, it is essen=-
tial to group all incomes togethner before such graduation ¢an prop—
1y be applied, All incomes, therefore, whether taxed at the

gource of aot are includsed in the charseabls income, The total

(183) Income Tax Regulations No,5 of 1939,
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[

aaount o the tax ap;licable to such income is calculated, Then any

tax pald at tne source in favour of the taxpayer is deducted froa
the total amount of income tax payable by that person. I
The method of deduction at the source has soane advantazes and |
disadvantagzes. One of the disadvata-es i1s that graduation of rates
cannot be employsd directly, The tax is deducted, as we have seen,
att &8 unifora standard rate which is in many casesa hiiner thar the
rate applicable to vane individual from whose income the tax is deduc-~
ted a% the source. Consequently, such a person is put to the trouble
of making & claim for remittangse, and taus he will be deprived of

aoney during the neriocd in which deductsion is made until reaittance

is declared--which is rasther a long period,

However, there are three principal advantazes of this method.,
Pirst, it aakes the collection of the tax a practicasl czartainty,
because 1t helps to a great extent to prevent fraud and svasion,
Second, tax 1s collected at the time in which incone is received
which is the most convenient timej there ig no possibility that the

recipient of income may spend it and then be unadble to pay the tax i

later on, Third, collection is simplified to a larze exteant so that
zuch less expenses for the administratvion of the tax is neesded,
Collaction of the tax at the source, therefore, makes the income

tax more certain, co:venient, and oconomicalglag)

(184) ¢Cf., H.B.Spattlding, Bne Incoze Tax in Creat Britain and the
United States, (P.S.King and Sons Ltd., London, 1927), Dp.e3d-
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V. AS3ESS4xNT AND ADJINISTRATIGN OF TH: TAX,.

In the last section we discussed the cas2s whers iancose tax is
daducted at tne source; in this section we are soins to discuss the

stasr more complicased mathod of dircet assass.ient,

A., Basis and Procedure of Assgessgaent.

In Iraq direct assessment is enployed in the case of intarest
in respect of snorvga-es, loans, dazosits or advauces wuen racaived
by a resident n2rsoa, and incomss fron any vrade, businsss and voea-
tion,

In the cas: of intaraat, incoc2 tax is charged for eaca year of
agssssnent on the income realized during the year of assessaent. ©On
the remaini z i:coi1:23 it is cnarced on tha cnargeable income or the
72apr ianediately ra2e¢2ediig the year of ass2ssunent, Tiae "year of
agsaasaent” is the period of twelv: nonths comuencing on the first

day of April in escn year. This dace is considered az a anattar of

adainistrative convinience, for it is the psriod adopted by the Governs<

aent for its own riscal purposes rather than the period in which
a taxpayer closes his books and preparss his accounts.

Taxpayars ac:ountinz year seldom coincides with the year of
assassment, For tais reason the Finance Autnorities may permit
the gains or profits of any person, wHo ususlly ma?os up his accounts
on soxne day other taan that of March 31st, to be coaputed upon
tae incoae of the yaur té&inabing on ths day in the year on which

the accounts are usually clossd. Ahen sucha permission is given,
the tex is charzsd for each subsequent year upon the gains or profits
irisingz ipn a period of twelve usonths teralnating on the same date,

- L i S r B



(160)

Uéually the tax 1g charzed upon the income of the year ia-

mediately preceading the year of assessment, but when suca income
arises for the first tiie during a year of assessmuent, the tax is
charged on the incose of the naw sourse for that year of sssessuent.
Tne usual practice is fodlowed in subsequent years. And if the
source of income c:2ases during any jyear of assessm:nt, the tax is
cnarzsd on the income arising froa such source within the year of
aazess3asnt lnstead oY on the incowe of the yesr i.mediately pre-
ceading tnat year,

Por the purpcose of assegsuaent evarsy persoo chacsweacle with the
tax must give notice to the Finance Autiorities, within thrss months
after the comasncaecnt of any year of assessaent, tnal he is so char-
zeable, In recieving a notica of caargeability, the Autnorities
¥1ll send to every ccargeable person a blang "incoae t&x retura”
w:lzcn is t0 ve filled and furnisned by him again,

The incoae tax return 1s & stavewent in which evary cnacrgeable
person stautes in detail all tne particulars needed by the Authorities
for the purpose of ascertaining the cnargeable incone, and coamputing
tne agount of tne tax payable. The raturn ccntains such particulars
as to the sources of incoze, anount from each source, total aaount
of lnecoae received, tane income of tho wife if any, the incouse of
the children if any, the names, age, profession of caildren if any,
and any other information tnat from tiame to time may be neadsd by
the Authorities,
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#hen a person delivers a returz to the Finance Authorities,

the Authorities will maxe the necessar;y lavestigation to assure

the validity of the information presented in the return. They

aay be sstisfied tnatv the return is valld arnd accept it. They

will tw.erefore, compute tne tax accordinglyy or, ac:ording to their
kpowledgze, they will consider tne recurn as iuvalid and consejuen-
tly they will refuss it. Having refused the return, tne Finance
Authoritiss, according to their own information, will deteraine

tone amount of the chargeable incoame ¢f such a person and tax hin
scordingly.

Any person chargeadbla with tax who fails to deliver a return,
who in tne opinion of tue Autuorities is liable to pay & tax, will
be asgessed accordinz to the inforzation of the Authorities and
will be taxed mecordingly.

#hen the return shows thaet a loss incurred in ths zear in res-~
pect of whieh tax is charzed in any trade, business, »rofession,
or vocation carried on by the person who delivers the return, the
Finance Authorities after they are satisfied that such logs has
r3aily been incurred will setdoff the azount of the loss ageinst the
incoae of suchk person froa other sources charzsable with tax for
the saase year of asseszzant, If the lacoze frozm the other socurces
¢cnargeable with tax 1s not enough, any reameinder of the lcss incur-
red is allowed to be get-off from the chargesable incone of the

next five years of assessaent, The annual smount to be set-off,
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however, nust not exceed onewhalf of th2 tax cayable by such per~

aon in tnet year,

#e have already aentioned that aicng the particulars which are
to be sup.lied in the inco.e tax returns ars those concerning family
and perscaal astters, such as whesthar the parson is macried or is
a hachelor, whether he has children or not, and if ne has any, their
nanes, professions, and agesy tna incose of the wife, and siailar e
other inforamation. Sush information is na=2dsd for the purpose of
granting Lhe exemptions and sllowances svtated befcre, 7The other
reason’ is that becaise the incones of the wifa and children below
13 yaars of age are included with the ciargeable incoas of the hus—
band oo fathser for reasons which anave airaady been mentioned in
anothefvplace.

Tne inclusios of tie income of children below ths aze of 13,
wita the income of the father nas been a vary effactiva mesusure
against evasion. 1t was concluded by experience that there wsre
sone persons sLC wers accustomad to distribute their profivs on
thelr underage sons btakinz advuitaze of the sxaaptions allowed dnd
the A,Eé&am, of pralucled vuiles ‘ o

z ¥, In view of tnis fact article 11 ol tae Law
was axnended in 193y requiring tho incoae of the sons undar 13 yealrs
of aze to be added to that of their fatoer or, when tnes fatnar ig
deceasad, to that of their motherg185)Th3 following practice now

is to raquir: a joint return for the incoaes of the father, aother,

and sons togetnar, This new oprovisios put an end to toe former

(185) Report of tne Financisl Committes in the Houge of Coasons of
The Yeur ToXGs
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practbize and conszquently evasisi of L is seort was coapletely
eliainated,

Anothk:r important feature of asgessaent is that ¢f the asssss-
aant of tue .incouse of a partnership. For tos purpoga of ap:ilying
Zzracustion and exasption, the tex is nct levisd cu the iazcis of the
partnership as such, but on the incoae of each individual zptnar,
the incoae ol the _artnership is Uirst ascertained snd the share
of esch partner is thern taxed separstely. This procadurs is naecas-
587 foqbcherwiSe, und=2r a systoa 01 zrsduatsd personal incoa
Saa o lot of difievs-uce agy result, ror this purcose, the tera
"aoarbrersniy” means "all xinds 0O couapanies, sxcastins iimitad
ilability companies, sup;orved by lesul docuuznts or proved by cer-
tified rezistsrs or regognized by She Finaice Authoritiesglge)

The res_.onsibiz pariner cowapds Sua Finauce Aubuoritiaes is
tde _.ragedent parstnar who 13 requires to deliver a refurn of the
inzomne of tne parinersnli; IQp eadch ysar orf aasessﬁent£137)ﬁe 1ust
alsc give auch information as to bths nasss and addresszss of the
othar partners vo-sther with the snars of the sald i.coze te whiceh
ciucil partner 13 entitled for that year.,

Tne incoane of & deceased or an incapacitated person ig cherged
iz ths nazne or nis trustee, recelver, heir or guardian. --The ipcaae
of a nun-resident perso.. that accrues and arises tarougn or f£rom

any ageucy or branch is caarged ic the naze of nla agent,

-

(126) Incom=z Tax law »0.39 of 1939, “rticle 31,

(187) By tue "grecedent™ partner is uasant "the partner who is firat
naned in ctha agresament of partnsrship, or, &f there is not
any agresment, that who is nased siaply with a precedance
;g al% nazes O0f the other partuers in the usual name of the

ra.
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The daets:rmination of the v.aount of the income made by a non-
resident person tradisog in Irag th%ugh sn agent, is in nost cases
vary difficult, Whensver the aamount of such incomne can rnot he readily
ascertain.i, the Authorivies will ma«e the &sgessment not on the
pagis of inzoie, but on the basis of a fair and reascnabl: sersen—
vage of tne turncver of the husiness done by the non-resident through
or wita his agent. DBesides, the assesscent may be made on the basis
of profits wnich aicht be expectadl o be garmed by sinilar boecal
49lCa8NTSs N#no trade in the sane articleas buib buy dirscstly on taelr

(188)

Q¥ account,

B. Returns and Information.

i3 nave mentiOned in another occesslion that every person char
Seable wich tax Lor any year of assesc.ent must furnisn a return
conuaining particulars aboutv the souprce and aaount of his income,
irresyective of wnetner suci a person has received a written statve-
meat £roa the Finance Authorities requiring hla to do so or not,
ine return is to be dellvered within a period of 20 days conmencing
on vhe iast of Aprii each year. Persons who abtain incomes on which
viae tax is deducted at the scurce are not reguired to make such re-
urns.

¥s navs also zentioned that the Authorities may accept the e~ -
turn &s belag valid or refuse to accept it as Delng a mlarepresend

tation of tne actual factas., To bte able to make such Jjudimnent, the

{18) Ino a3 Tax Regulation’Ro.27 of 1939.
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the Finance authoribies roquire information. Such ifrorction aay be

decuied frua bauks, the Tapsu Dejertuent, azeits, or {rox any other

3 - - -1 " . N N - .. . P - - .
persou the Authorities awsy wish to secure. Tz o3 luaporc.nib somrce
Troc woizsh resiuble infromacion. gan L3 sacured i3 the booxs and ac~
sownty of bLne business,

derchanis are usually required (o0 producs yuelr LDV0Xs aud ac=-

couLss for exsmiuation., To obtain full iaforaation and Bf be sure
of ths scupacy o “h3 uccountyg, btie Authorities may alsc require

Aeociants To procuze all evideaces orf deodbts, Irade 1.3%53, scock

1is63, aud all ofa2r gocuasats #aicn taey 437 d@2n NI 223Ul

»

e Wbiacticn and 4 peal Azainst agsegsazot,

Any person wno is not satisfied with tan2 assas neant may annly
to tce Authoritiea by a written notice or objaction, as-ine them
: for a ravisiovn of tha assessaent. In such an ap lication the ap-
piicant must precisely state the grounds of his cobjectien to the
agsassaent. Tone notice of objection must be deliverad vo the Asutho-

ritdes within twenty days after rsceiving tns noilce of asssss:iant,

; exceapt lun certai:. cases stipulated in tune Law where this period nay
) be extandedslgo)

On receipt of this notice of objection the PFinance Authorities
will prepare to maxe another assessaent., It will require that per-
gon to furnish all particulars that ths Authorities ma_, de2n ne:es—
3ary as evidenca to sup.ort his claia, The Authorities will re-
quire nim to produce all books or other docunents in his custody.

H -
H (189) Incoas Pax Law No.36 of 1939, Article 24,

5" (190) Ibid., Article 38,
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In cases the said person does not deep accounts, the Authoritiss
will nsar the witness of any person w0 is abl: to :iva any evidence
raspesting she assagssazent (except tne clerk, agent, servant or other
parson cosfidentially employed in the affasiras or tne peraon iig-
suting tne assessaent. ).

After all tae necessary information has been secured, ta2
Autbhorities may eitner be convinced that their first assesamnent
wag wrong aud, consequently, will anend the assessaent and compute
the tax accordinzly; or they may, according to their o#n information
refuss to agoewt such objection and the original asasessament will
te asinvainad,

However, any person whose objaciion againsc assessasnl vas
refused by wae Authorities anma who #4 is still coavinced of over—
assgssaesnt san, if ne wishes, apreal agalinst the assessmentslgl)
da zao do taau oy sanding a writtsen notice to tne JOQMitta;#&ppeal
any tia2 within tsenty days from raceilving tae novice {rom the
Autaoritiss iaforming thelr ra2fusal to amend the assessgent, The
aspéllant aust pay on account o tne Finance Autaorities one half
or wie tax dus on tne basis of the di._.uted assessment before the
date fixed Jor the h3aring of the appeal, Otnherwise, the avpeal will%
not be procezded with and the assessment appealed agsinsc becones
final,

dnen 2 case of appeal is heared by the Appead vommittes and

the Somnittae 13 satvisried tnat the person appes8ling nes o2cn OVAD-

(191) Jibid., article 39.




(167)

agsessed it will reduce that amount, bgg the amount or the over
assessaent, If it coneludesa, however, that he nas baen under-
zgsesged 1t will incieagse the assessaent by the amount of the under-
asgessment.

The decision of the Appéal Committvee is final, The only right
to apyeal to the Court of Caassation is when the appeal is of such

(192)

a8 nature as it is a dispute on a point of law,

D. Accuracy of Assessment.

To make a correct assasament of the chargeable incoas of any
person a lot of information and evide:ces are needed, In Irag the
difficulties of assessaent hav: been considerable, owing to the
fact that merc:ants generally do not deep accounts from which
profits can be even anproxiaately ascertained. Even when azcounts
are Kept, tigy are not kept proverly, and in moat cases it is on
tn2 bagis of sinzle entries wnich recordg only real accounts of the
business, Only foreizn coapanies Kesp complete and ac:urate ac-
counts, and in soms cases they prepare audited stateaments,

The incoae Tax Law has not yet required merchants to keep
books, Bacause of this fact, the assessmeant of incones pave al-
ways bezen made on the basis of the information given in the returns,
whether those returns are furnished by ths person chargsable with
the tax, nis ageat, or otherwise, Since the assessment mainly de-
pends on the information supplied in the returns, it beco.ies of ab-

goluts necessity to take severe measures against any person who

(192) 1Ibid., Article 41,
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gives false information in the return aigned and submiuvted by hi35195f
3eavere penalties as those stipulated in the Income Tax law,

it igs thouzht, would lessen to & considerable extent the teaptation
for esvasion, and consequently, valid returns would be delivered to

toe Authorltias, However, thls has never been the case, A large
percantagas of ths returnsg submitted by merchants have besn aisrepre-
sentative of tine actual conditions of their affsirs. The nractice

of avasion has bean frequent among business men, This 1s due to two

izportant reasons: (1) The inability of the Authoritiss to detect

tne amount evaded, (2) such evasion is in most cases fostared by
the assessors tnemselves and is made with thélr consent, Thisg last
reasog may sound vary strsnge, but nevertheless, it is a fact,

The Asseasors of income tax should be very able men of wide

axperience and xncwladsze, In Irag, becauss amaRy aerchants do not
keep accounts, income tax ass2330rs must possess a Bpecial abllity
of solving the problem of assessn2nt, On the contrary, income tax
assessors in Iraq are very ignorsat and inefficient.

There is snother more important cause which results not from

the iznorance but from the disnonesty of the assessors. Income Tax

(193) ™Any person who im any return, account or particulsrs sub-—
mitted to the Authorities, knowlingly makes any false state-
ment or false representstions or conceals any partliculars,
and any person who aids, assists, or induces another person
to deliver any false return are subject to a fine not less
than 30 Dirars and not exceeding 250 Dinars or to imprison-~
ment for a term not less than six montas and not exceeding
one yesar, or both" The tax on the income im respect of which
a false raturn is subaitted is increased to double or trable
the original amount, Income Tax Law No.36 of 1939, Articles
54 snd 55. :
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asaessors nave always bsen bribed by merchants. Merchants have
always besn able to find an assessor who can easally be bouzht, so
to speak, with a few Dinars., On the other hand, income tax asses-
gors havs alwsys be=n encouraged to take bribsry, becausse of the
low s.andard of honasty among the majority of marchants,

Bacause of this confusion, great inequalities aight, therefore,
resust, The tax falls acre heavily on foreign coapanies trading in
Iraq who usually &=2ep proper accounts, and on employsss and other
persons whose inconss are deducted at the source. It also falls
acrs neavily on nonest asrchant who do not give bribery than on
dishonest marcnancts, The incoane tax as it is applied now in Iraqg,
wo can safely say, is nothingz but a penalty on honesty and a pre-

ajium on dishonesty,

VI. COLLECTION,

#nen all problaems relating to assessaent have been solved, the
exact amount of the charzeable income deterained, and the aaocunt
‘of the tax payable computed, it remains for the Finance Authorities

to collect the tax, The Authoritiss send a demand notice of pay-

aent to each person sasessed, This demand note states the date
upon wnich and the place in which the amount of the tax is to be
peid, |

Collection from ths incomre tax amounted in the year 1940=4]

to I.D.553122. This figure can be very favourably comparsd with




the pravious fizuraes,

(170)

TableXXXVI zives the amount of rsevenue

collections from the income tax for ths ysars 1927-28 to 1940-41

and their relation to the total tax-revenus and the total publie

rovenus Tor tne saze pariod,

Table XIXVI

Revenus fron the Incoxse Tax and its Relation to the Total
Tax-Revenue and the Total Public Ravenua £or the Period
1927-28 to 1940-41 in I.DSIH)

Year & |Revenue 1n | lndex Numbel Percentage | Peércentage
f-D 1927-23=100 gixfggzinuo ggbizgaéovonue.;
1927-28! 13575 100 0.38 0.27
1928-29 43500 209.45 0.77 0.57
1829-30| 43275 318,78 1.22 Q.88
1930-31] 44100 224,90 1.59 1.09
1931-32) 104400 769.00 | 3.79 2,38
1932-33| 112544 329.00 4,02 2.14
1953=34) 123275 908. 10 4,33 2.75
1954-35( 114288 841.90 3.66 2.06
1935-36{ 248613 1331.40 6.55 4,39
1936~57| 268734 197956.6 6.38 3.88
19357-33| 287561 2113, 30 6.15 3.20
1938-33} 315977 2320.20 6. 30 3.45
193940 370013 2725.70 7.76 3.72
1940~-41] 553122 4070.10 10.24 5.61
Total: | ~——==- 22093,03 63.08 36,09
AvVerageg -————- 1578,00 4, 2,58

(198) The #ccounts of the Iragi Government of the Years 1927-2B4e
to JOR0O-5Y,




(171)

The above table shows that revenue froa tha incoas tax has
bean continously increasing., In 194C-41 it was 40 times as great
as in 1927-23, Revenue froa the incozne tax in 1940-4]1 constituted
about 10 per cent. of the total tax~revenue and 5.4 per cent. of
the total public revenue, while in 1927-28 it constituted only 0.33
per oent, and 0.27 per cent. respactively. On ths average of the
last fifteen years, nowsver, it constituted about 4,5 of the total
tax revenus and 2,5 per cent., of the total public revenue,

The great increase in ths yisld of tne income tax in the 18t
faw years, was mainly due %o the increase in the rates, and to a
certain extent to the laprovement of the taxX adairistration,
#itaout any further increase in the rates, the yield of the incoame
tax may be greatly increased in the future if the tax adainistration

is iappoved and assesszment is properly made,
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CUHAPTER VII

(195)
AxNT OF AIRI LAND  AND WATER 21GHIT (CALLED "LAND TaX")

A, Higtory of faxation on Agricultucal Produce in Irag.

Tna Titne, the oldest and most imgortant of the Islamic taxes,

wa3 also the most iaportant tax in Irag under the Ottoman regime,
The tithe or Ushur is a tax on the gross produce of the soil. The
rate of the Ushur, as its naze iampliss, was origirally ten per cent.,
but in thns courss of time otner rates wer: auplied, #hen the Iraqi
Government was established in 1921, tuie rates of the Uspur werse
fixed at 12,25 per cent. in the cass of Tapu land (land the use of |
wnich is alienated but the title of which remains vested in the State)
irrigated by puaps, 22.5 per cent. in the case of Tapu land irriga-
ted without artificial meansj; 37.5 or 42.5 per cent. in the case
of Miri land irrigated without artvificial means; and 27.5 per cent.
or 52.5 per cent. in the case of Miri land irrigated by lifting
3aohines$196)Tne rates, although were considered the Usher rates,
included in fact the land tax, and the aalkxiya (ownership) and water
rights$197)

However the rates of the Ushur wers very high, 1ts burden on
the tax~payer was very h2avy and ita collection by the Governaent

was very difficult. The prevalent method of collection was that

(195) Miri land is private domain of the sState,
(196) The Iraq Directorate, (Danqour Press, Baghdad, 1936), p.227.

{197) Report on the Progress of Iraq Subumitted by His dajesty's :
Government to the League of Nationsa, tH.n.ﬁ.G.. Tondon, 1930),

P.llG
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of Il¢izain, Thankﬁs to thia mat-od, "the better the rich landowner

: gnaw how to evade the Ushur, ths greater was the extortion practiced

upon the poor rural population by the aultazimsslga)To eliminate

e s e e

these narmful effects of the Ushur the new National Governasent had

to effact an immediate and iaportant change in the system, But such

N R

innediate reform, altnough desirable, was not then possible.

The lragqli Governnent realized from the beginning tpat the
abolishment of the Ushur and the itroduction of new forms of tex-
ation, is something more than a mere financial taakglgg)lt is a
i matter which snters closely into tne whole zocial satructure of the
country. The attlitude of the people to any naw form of taxation
i usay be thatv of unrest and opposition, while the Ushur, in spite of
its oppresaive effects, was invariably accepted simpiy bacause it is
the foru o{taxation asnsvioned in the ggor;n. Furtneraore, aay
chang2 in the foram of agricultural taxation necessarily aflects
tribal organization and the position of the 3naikhs, and a financial
policy alming at such a change saould give this fact its due conwy
aideration and should not be separsted from broad questions of

policy in lnternal affairas

These and other adamlnistrative difficultiass mads it rather im-

p08s3ible to introduce iunediate reform. The Iraql Governzent was

convinced tnat & long time should elapse vefore a sound system of
taxation based on the net yield of land can be <uccessfuily adaminis-

tered, It waa sesn that the refora saould be introduced gradually

(198) The lrag Directorate, op.cit,, p.229.,

(199) Report of the Financtal Mission, op.cit., p.15.
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frog tiie to time. The followinz policy was put in 1926 to sarve

43 baoe basia Tfor any deslred refora in azricultural taxation:

1.

2.

Se

4,

*Po pr.serve, in law and in espression, the theory tnat

the jovarzsient is entitled to a snars of azricuitural and
natural preoduss,

To define clearly that suarz iz terms of a gerzentage of
gress prodie affzcted, providinyg in law ths variations
ap_.liczabls to each type of land aczording to its meansg

of irrigzatioa; and to dirrercntiate between the constituent
parta ¢ that share, &5 (@) th2 Usour, (b) th: rent in

case of unalienatzd land (i.e. diri land), and (¢} the
N¥auer rignt,

~nile preserving the share tneory, and graduating the
anrcunts deaanded accordin: to thne snare theopriiically
rayable, %o despense, a3 Iar as posasivic, with th2 necessity
underlying tne difficult, costly, vexatious tasi of actuel
direct assessaent of tue produze liable,

To extend such methods as ar. iamediately poszible, to
miniaize the samount of dirz:t produce~assoss.ent necessary
and tu base Jdeunand incressingly upon gotential or assuued
quaffitiss of produze ratner than u.on actual {(but in prac-

tice, alaost unasc.rtairable) quantities? (200}

3ince that tiae the Governiaent has satarted reforn on the light

of th2 above stated general policy. In ths year 1927 the Iraqi

(200) Regorb of ths devenue Departaent, (Governmsn Press, Baghdad,

Bly Peld.
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naent issusd a law for th=2 collacticn of tae Govorcaeny's
Iro: sapizuitural produc2 with the uia of rz2acving the dif-
sulsies and cosfusious taat nad accoaspanisd wue assessaant €€ and
s3llecsion of tha Uskur, The new law differsctiated veiwgsn the
constisuert papss of sthe Gov2rnuent saarl2 fronx aspicsulsipsl cooduce,
nanely toe usaur, the land reant, and %he wa

sivferent pates Iop diffzrent cavegories o 1s
3aip and g23n038 of ir~rigetion, 7o astaciigh the tax on a fairer
basls the locatioz of land anq&ta fartilisy w2re also taken into
wu.;sidsration{‘g"l)
The Ugiur s stea wa3 completely a.olisued in 1
aoriculoural acil natiral oroducze a2l T be assessad snd cllzsted
Ta

(e
w
I
*
o
H
T
O
4y

in agzopdansa wtn nhe law Par tne AST

No.4G of 1929, Tihais aew law ixaposed & rave of 20 zer cent., o. tae
net yield of Tanu flow land and 10 zepr cept., in viae cas2 ¢f Jasu
1if% laad and Taou cain land, Mirdi lanl wes subject to & rate bete

ygen 350 and 52.5 sap cent; diri 1ift land and dipd rain lan
rate between 1l arnd 15 ver cent.. Taru azd 4iri land slan
tre2s ¥era 3suojsst Uo a r-te raaging frca lU o 12.pper cent
Zne las presceoiled zea aennsds of ass:zssazit, the mest i .nortant of
apien is Ga:% o7 503 flxation of 2 ansh magtu pver unis of ares for

a pariod of targe of five years. Ta2 law sised at the ap:lication of
this metaod throu.sout the wnole cowltry. Taoe olger nise n2thods had i
ta be appliad only <2a.orsreily unitll the catastral supvey cf the whole:
sountry is comple.ea.(ao')Tns introduscion of thLese ten ustiods of
a3.2832ent 23p2:lally that of the cusa aajty per unit of arsa was for
tas purgose ¢f 2xssrizentation. dowevel, btaeir azplicav.oa during

tr~ tast world decression was sreatly responsibie to their failurs,

(201) Ibid., p.4l.
(202) asgs:ssaent of the Land Tax and dent Law No,40 of 1929,




(176)

Vramesre s AR A b - 51

Eng :esu%tg obtalnsd w2rs not satisfizztory and-othef netanods had to be |
°213°‘§§f%£e ysar 1931 thendew of 1329 waa repealed and instedd |
two other laws were issued., Tae fiprst is the Istihlak Tax Law
No.83 of 1931 pres2ribing the collaction of a consumption tax on
agriculturel and natural produle brougav %o tne place of consumption.f
The sacond 13 +une Law for the Jolladtion of Land Tax and ient No.BS
of 1931 nacaassigvin: tha:- colleation of thae land rent and water right
froa the_Miri flow land, land rent fros wue Mixdi land wnich is ir-
rigatediby 1ifuis, sad water risht from the Tapu flow land,
In this raspect ta2 Iragl Governaent followed tha sxample of
Turkey whicze uad.sclved the problem of agriculiural taxation by im-

posing two sz2garaste taxes on agricuitursl produze, a land tax based

on the net y7ield of the land, and a consuasption tax baaad on the

valus o the produce in'tha clace of ccnsumptionszoquhe Istinlak
Tax Law No.33 of 1931 was then amesnded oy Amending Lews No,59 of
1933 and No.4% of 1936, The ﬁollectioﬁﬁLand Tax and Rent Lsw¥ No0,85
of 1931 was also ananded by Amending La~x No.73 of 1936 ard supple-
aented by the Ixtinguishing Land Tax law Ro.20 of 1939, The pur—
pose of thesgs aznendaents was mainly ¢o introduce more cartain and
efficient methods of assessument.

+L this chapter we shall oaly discuss tae so-called "Land Tax"

{203) Report of ths Revenue Department, .20, also pp.65=67. :
See also Himadeh, lconomic Orzanization of Iraq, op.cit. p.501

(204) "In 1927 Turkey introduczed a system of consunption tax on
agprizultural produce to taga the slace of tha old Yshur,
Tae Iraq Directorate, p.225.
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or, as we should sz later, the rent of Miri land and the water
rizht. The discussion of the lstihlak Tax is postponed to the

next chapter,

B. Baslis and Rates of the Tax,

The 30 cailed land tax is 2 tax iamposed on Tapu snd fulk regu-
lar and irregular frew flow lands, and on all types of iiri lands
anich include rezular fres flow land, irresular fres flow land,
rain land and 1if¢ land,

Thése diirf2rens categcrizs of land are therefors distinguished
from sach othar fros the points of.view of ownersanip and mezns of
irrigation. As regand ownership, lands are classifiad as Tapu land
(the use of which is glisnated, out thz title remaining vasted in
the 3tave)}, diri land (private domain of ths 3tate or wholly un-
alienated lands), and dulk land (the leszal ownersalp of waizsh is
vastad with a private parson. ).

Rezardinz their means of irrigation, lands are classified
into four categoriess (1) regular free flow land, (2) irregular
fres rlow land, (3) rain land, and (4) 1lift land. Rsgular free
flow lands are lands irsizgaved from the main canals which are un=-
der the supervisican and control of the Irrigation Pepartament, in
all the aeaacons of the year i,e., ghitwi and saifi lands. Irregular
free flow lands are lands irrigated from elevated channels which

draw water in s2ason only., Rain larnds are lands irrigated mainly

ot i
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by rain-water, ginaily, 1if% lands ar. lands ifrigated by the use
of lifting wmachines of various types or by maszns of wa.er springs

or water falls, direstly or torouin the tide, They also ineluds

iands irrizated by zrivately ownsd chznnels,

Tnis tax is laviad on tne avaerars net yield of land (3s asses-
s2d in one of tnz zathods menticn:: in the next section) at the
following raves:

(a) On Ta.u and Mulk lands

(1) Rezular fr:2 flov 1324 vuveevoscoseares 10 per cent,
(2) Iprszulay free £12w 1339 veeesveenssess 5 per cent,
(b) On Miri lands
‘ (1) Rezular free flow 1land evecesececeaeree 13 par cent.
(2) Ircezular fres £lo¥ land ssssevessenses 10 per cent.
(3) Rain 1BN0 eeacvvosesesssssssnvessessses D par cent.
(4) Lift land ..eeevevsscscrsesnssnsnsaseses 1 D2r cent,
(¢} Lands cultivated with tonacic, tumbak,
1iguorice root, frash or dry vegetables
and frulits, lrrespective ¢ the catezory
of land on which they are zrown and the
method of irrigzatlion usSed scesecveeacsaseces 2,5 DT cent,:

Accordingly, the land tax in Iray is not & land tax propsr.

It is, in facs, a paynent of land rent and water rigant, Tapu and
Aulk lands ar: only subject to the water right. Miri lands are sub-

Ject to botn tie land rent and watsrs rizht, Tnese two payaents do

ra
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aot im:ly the propac nature of 4 tax. a4 tax is a contribution for
coamon purvoses il.=. in the zeyaens o the tax special nenefit is
not contemplated. #&hile vthe land tix in iraq is a payaent e+w for
special benefit, the we of Governazent progarby and Govar .ment ir-
rigation facilities,

The a__ lication of em’ & unifora and low rata of 2.5 sor cent,

on all lands cult.vsted with tobacco, tuabsk and liguoric2 root

is a part of the governament policy ror encourazing thaz cultivation
of the same cr.ps, Furtheraore, tne sprlication of & unifora rate
for all catozories of lands czulbivated witn veretablas and fruits
is due To tae followinz three raasons:(205)

l. The nature of governaaat cwnersalp in lands cudtivated
with veguaatables und trees is 2oapletsly different from
its ownersnip in lands cultivacted witn crops, because

298 and vegetablas rajnreszent ownership wherever taey
are planted,

2. The plantation of trees require much mors expeanses and
care than the cultivation of otaner ¢rops.

3. The effect of irrigation is not s0 apperent ir the case
of trees and vezetables ss it is in the casa oi other
cropa, The ylsld of tr2es irrigated by rein for exasnple,
does not differ auch than if it werz irrissted oy other
artificial means, while ths difrfarence 1s very great in

the case of other orops,

(205) Report of ths Revenue Department, of the Year 1933, p.42.

s b e B .
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C. Exsmctiong,

In the last sectvion we havs sz2an that the land tax is in

reality a payzent of rent for vhe use of diri land sand a price

for the usa of zovernment irrization canals., It follows, therefore,

that Tapu and Mulk lands which are not irrisated from govarnment

channels and canals are exeapted frox the %tax,

Besides this iaportant sxeuiption, thne followlng lands are alsc

exeapted: ‘

1, Hdadhbuta ¥agf lands which ar: under the acainistration
of the Awgaf Directorate,

2, Lands dirsctly cultivated by tihe governuent,

3, lLands in whose ganads it is recorded that they are so
exeapted.

4, Lands gultivated with crops thne cultivation of wzich it
i3 dacided %0 encouruze.

5. Lands that had been vacant and ~=2re lattser brough: iato
cultivation after expending a sum of not less than 1000
Dinars for the said purgose,

6. Lands utilized to settle as cultivators nomadic tribesaen,

7. Lands situated on the frontiser or in an area which for
administration or political recssons need special treatment,

At
The most important of these eimht exemptions are the fourth,

-




(181)

fifth, ans sixth, The exeapticn of laads cultivated sith A.erican
sotton of Akala t;pe, for example, has sreuatly 2nccourdaged culti-
vators to cultivate this type of crop for the purpose of 2scaping

sna pagzeat of th- tax, The increase in the gquantity of cotton
sroduced in@he last few years uay b2 partly attridused %o Shis
2xaaption, Tue saze thinyg can also b2 said of tus exemption of

lands cultivatad wita toocacco. The exz2aption of wvacant lands brought
under cultivation after the expenditire of 10CO Dinars and lands

23ad for thz sottleamsnt of tribes ar: :ranted with vhe ais of en-
sourazing iovestaent in asriculture and settlenaext ¢f nomadic

tribes,

D. Methods of Assezsaent,

The Laad Tax Law No.75 of 1956 esuseraves six altzriative ame-
tnods Of assessiznt. They are the following:

1. DFixed caBh dagtu per uaiv of area,

2. J¥ixed cash Hdaqtu ver unit of irrigation acihines or plouzg-

hing iaplaments.

3. Contract with the bvax-payer for & fixed badal (payaeat).

4, ustimation of the crog,

5. Public auction,

6. Assessment and collection in a governient office or in a

licenced Istihlak premise.
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l, Fixed casn 3agtﬁ par wnit of area, Assessaent of the land
tix on the basig of a uanit of area is employed in tne cize of lands
yalch nave veen cadastrally surveyed and wnose rezistration has been
coapleted, Tﬂ:g nathod is also employed waenever it is possible to
13330%ain bhe ar2a of land by an accagted tecnnical uenaod.(206)
The a:tnod involves two opsrations. Tha Iipst is tx2 Jetsr-
alaation of the nuadber of the standard uaits ¢f area ana coelr cate-
<ory. The second is the detaersination of the yield per each stan~
Sud unlt and tne ascertainment of vne tax payable on the land ac-
serding to the rates stipulated in the law, #e shall speak of the
rirst operation as that of “classification™, and of tna second as
ttae ascertal qaent of the fixad suare,”

Classificatiin is & very siaiple opersticn when a proper cadas-
fal survey oxists. The 1naps on which land settlexent was carried
out and in which the decissaion of the Land Settlemant Ccmmittess

ep3 racopded 4sre taxen 83 the basis for fixing uae ar:2a of the laud
¢f 2ach taxpayer. The mishara 1s taken as the standsrd unit of
areag207)After £fixing the number of mishares of the land of ass tax~
Jayer, the aAssessasnt Couwnittes procesds to c¢lassify taean into cias—
se8 according to the variecvies of tne asir crops with which tney are |
cultivated, the characteristicas orf the soil, the method of irrigation i

used, and tne naturs of the location.

(206) The Ladd Tax Law No.73 of 1936, Article 16,
(207} The mishara equals 2,500 square meters,
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As praxard produ tivity and the crov with wanich lands are cul-
tivated, the foilowing categores of lard sre distinzuisned:

1st. catepory~ abundantly fertile lands capable of producing

Shitwi and Saifi crop (excluding rice).

2nd. cavezory~- abundantly fertlile rice land,

3rd, category~ modarately fertile rice land.

4th. catezory~ land capsble of producing either Juitwi or
Saifi orop (excluding rice).(zos)

Glasairfizaticn is carried out by special commitvtees consisting
of a presidznc and two mesbers, The presida2ntv must be a senior of-
fizial of the Vivil Service and asust be eitner ar sgsrizultural
specialist or an expert in agricultural maiters, Cpre of tas aecters
4ust ce an official wno has had some experience in waw classification;
of lands, tue otner aeamber must be a cultivator of the lozality
#no is known for his reputavion and honesty.

Toe Classification Committees zotify the resull ¢l assessments
to both the taxpayer and the ¥inance Autnobities, Botn jarties
have the rignt to &;.6al against the classification within a period
of 15 days from tne date of receiviag the notice of classification.

4nzn an ap.asal is aade the Matassarif or gazaainagam apzoints a cou-

S
alttee called a & iy Committee consisting of persons possessing

the necessary qualifications for the purpose of classification.

5 cruﬁn/
The dacislion of the Securidy Committes concerning the c¢lassifica-

-

tion of lands is final,

(208) The Land Tax Law No,73 of 1936, Article 12.
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Trna 2la3xifization ¢f lands i3 made conze i1 e7ery thresz y=2ars,
Durinz this cenicd- me—tirsssiYication is only made under very speclal

circumstances, A land may be rdaclassified when an iaportant cnange
takes place in the system of 1ta cultivation,

The agcertainment of the fixed shars correspondirng to each
standard unit of ares i.e, net yleld per misnarca, is th2 secord
operatiorn which is much amora complicated and dirficult than the
first operation., For the purpose of ascertaiaing the averagze net
ppoducs per nishara, the whole country is dividad into districts on
the basis of ti:e helzhds of lands above water, its fartilisy, its
distance from the marksta, and 1ts custouary systen 0f Crop reta-
tion. The average net nroduce of the aispars Jcr esach class of
land in sach district is tnen ascertajned. Xnowiog the numbar of
aisharas in sach class, it becos2s easy to ascartain the net total
yield in k'nd of any plsece of land siaiply by multipl ing tnejaver-
age not yield ger mishara in each class by th: mumbsr oi misharss
in that class, The tax due can be calculated in kind by sisply ap-
plying the rates stipulated in the las to the net yisld, IThe final
process is that of translating the tax in kind into a fixed suan of
money.

Por the purpcss or ascertaini.g the fixad cash daqtu, the
qadhas and Niiwas Adainistrative Councils fix prices for the main
crops. Prices are fixed by local experts a_.pointed by tae Adminis-~

trative Councils, In fixing the prices according to wihilenh the is tai
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is convarted into cash, resard is taken to prices which have pre-
vailad 1n tha toree years precseding the date of tne ascertainnent
of tue Iixed snpare,

Once tine assessuent is completed in this manner and tha fixed
cash asjtu 13 daterained, the tax ayer will contineue %o pay the
ann.3l cada aagtu for a period oI three years. After the expiratvion
of tn: woipd year & new &ses:aent is mede. The fixel cash nagtu
aust be .aid by the Auxallaf (taxpayer) whether tine produce cf his
land has iiicreased or decreased sincgs the tlue of assessaent.
Rsaission of tha whole aaount or part of the cash magty is only
pe33ible waen tha Jukallalf sustaing losses a8 a result of a natural

or ac.:idestal contition or througn any case of force majsur resuyl-

ting in tne noo-cultivation of the land,

Tas az:aracy of sthe assaegsient reached at by tnis zethod depends

on two alementss (1) thatl tne number of the standard units of area
23 well 33 tae sverage nefs prodice per unit of <acn parcel of lacd
is properdy ascertainedy (2) that tue prices azcording to wiich the
tax in kind is converted into cash are representatives of tne prices
prevailling in the season, Mistakes are vary likel; to take placze
snather in the :stiazation of the net yield in kind or in cash., It
is natural, oI course, that decisions like tnese aust contain sczue
deiree of asbitrariness,

Nevertheles-, this method rezmains the best in contrast with the

otasr five alternative methods., Its use is always reconnended when-

i e s L st . am ey e e e e . R o - .
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gver that is possiblegaog)aacn of the other five alternative methods |
is only ean>loyed in the last resort when every att:myt to maxe use '
of this method nas failed aither because of lack of proper cadas-

tral survey, the imsossibility of using s techhical method for

measuring uhe area, or because settlezent of title has not been

goaplated, The lack of a proper cadastral survey of masy parts of :

the country hasa yet prevented any wide application of this mathodsalo)?
On: of tune cnleff advantages of thia method is that it nrovides ;

a prelatively hl:har de.ree of equality in the distridution of the

tax buprden asocon: different cultivators, Agcerding to this method

the tax is calculated on the basis of the net yield of land, which

18 in turn assessed directly. Althouzh the estl ated yield nay not

confora to tne actual, yet tie result obtained by tnils aethod re-
aains to be tha nost accurate,

Ajother faportant advantage of this aetaod is that it nakes tie
zax ocertain and couvenient, This is benefizial for bLoth the Govern-
ient snd tne taxpayer. PFirst the cultivator is relsased frox the
arbitrariness of the assessors, Furtaermors, the cuitivator by know-
ing tn#cne should pay & fixed sanual sum of money for a period o
raree yearss rszardlass of tne gquantity e¢f his _rcduce, will exert
niaself more and may intvroduce some iaprovaments in the nethod of
gultivation with the ai: of incrsasing his production, and hence

the quantity of the produce free of the tax, Besides, the izuposition’

-

(209) Ibid., article 10,
(210) Repcrt of the Revenue Departaent, (Bashdad, 1940), p.28.




y———f; _

(1878

of & fixed snars ian cash maxes the collecvion of the tax more cer-
tain,convenient and 2conomicel to t e governaent.

2. Pixed casn magtd per unit of irrization macnines or ploug-
aing iaplasments, The ascertainment of the net yield of land by the
asthod of ar—a i3 a ilrect metncd in contrase with this amethod.

This zmethcu is an idipect mathced for ascortalning the aet yield of

iand by des2nding on so.e indices such as irrigation mchines and
ploughing iaplasants used in tha cultivation of the land. It is
€iaployed whenever it is not pessible to measure the zraa of land
and whenevar such iprigation nachines or plouszhing ingleaents exiéé%lJ
Similar to tha first aethod, this method also involves two

dingtinct operaticnst the deterdination of the nusbzs of tha stan~

e I n L e g mm U . i e R e e s o
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dapd units of tue irrization menines or ploughing iaplesents, and

P

tne detersinaticn 2. the averags net yleld per eacn standard unit
azd the asc-rtainment of tre fixed cash megqtu. Tue standard unit
is the H.7. in r2specr of .(ifting machines and trastoprs, tus baggara
in respect of naour, and the feddan (pair of oxen) in reapect of

ploughin - implements drawn by animals,

Ian determining the nunber of the standara units, irrigation

e L B

1a¢:ines and ploushing implements are cecunved snd clsszsiflied accor-
ting %o t.eir type., The average net yield per standard unit is then

ascertained by finding out the area that can be irrigated or ploug-

hed by each standard uﬁit, and the Xinds of crops grown. After dater-:

wining ths nuaber of the stasndard units and the average yield per

(211) The land Tax Law No,73 of 1936, Article 13,
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unit 1t reaains only to deterine the tax in kind and then convert
it into casa to deteraine the cash nagtu. Tals is accoaplished in
the same uanner stated above in connection with the first zetnod.
when as;2ssaaant is coaplated tne result is notifiad to both
wumw taxpayers aid tac Flrance authoritas, Bouhf pacrties have the
Lilgnt to asveal azdalzst the assassa:nt within a oeriod of 15 days

saaant, The aszessaignt is mnade

¥

feon preceivings tho notice of ass
once in wvely U ree years., l1e-assesszent is only carriad out when
taera is aa addition or a removal of sucn irrization achines or
Jlougning iaplsaents, To pravent avasion of ths tax, the irsigation
aucninzs aondi ploughing implaaznts used on a certain land are rezis-

erad and oa nies nuabers arc place (whenever tnat 1s possible).

Jfficials zre 3130 aspolnted %0 suservise the use of such machines

Tueprs is ona iuportaant diffsr:nce betwsan this aethod and the
oneviousa cne, Tais .evhod is wora arbitrsry than the first and,
toherefor:, Loe reosults obtained by this mathod are aecescarily
less accurate than thocse resched upon by the first method,

5. Joutrsct with toe tsx;ayers on & fixed pbadal. This aethod
is empioyed in respect of lands, on winich the tax paid by their
oxners in the sast, ls considered by the Finance Authorities as
an wmdequate ausount to decidz tie amount of the tax due under the

resent Land Tax Lawsala)This asthod, of course, is arditrary, and

so it is only amploysd when 1t is difficult to employ any other me-

(212) Ibid., Article 19,

T T i
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thod, and whenever 1t is believed tanat its adoption geatly fdcili-
tates the c¢ollection of the tax and encourusges production,

In contrast with the other aetheds this 1et.od is a voluntary
one. The a-rzement of the taxnay:r is & conditlon essential to its
eaploynent., After the consent o©r the taxpayer is taken and the
anount of the badal is agreed unon, a contract ia prepared and sig-
ned by the taxpayer and the Ljwa or Qadha Muhasib, Tae contract
covars tna fix2d azxount of the tax due in respect of all kinds of
shitwl and saifi crops grown on the land, The contract is usually
nade for a pariod of three years,

4, sstisation of the crops. This nethod is eaployed when
none of the tare: atove menticned nethods can be adopted, and when
its adopticn is in accordance with local sustomssalj)Under this me-
thod the xinds and quantities of crop grown on taz land are ascer-
tained by special coanittees at the tinze tiae produece is fully ripe.
Tne produce is estizated at the tiie of the harvest, befors its
removal froam cvhe land to the aarket or to the place of storage,

The Assesszent Commlttees are coxn.cgsed of znen who hava got
s:ecial ability to esztisate .Lne quantitles of sach kind of ecrop
grown on & certain piece of land by locoking at the produce through
their bare ejss, These persons are known as the RKharourea, The
RKharourss estisate the gross produce of land, Ihe net produce is

taken to be one third of the estizated gross produceszl4)&fter the

(215) Ibid., A rticle 20,
(214) Ibid.
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net yield ia eatizated in kind, the tax due will be first determined
in kind, and then translated intc cash accerding to tne prices fixed
by ﬁne Pinance Authurities ef for th- different types of crops. The
result of assessacnt 1s notified to both the taxpayer and the Financej

duthorities, The assessment is subject to aspeal.

This metnod i3 nore arbitrary than the first two methods.

It may be coapared favourab;, with the taird. The following dis-
advantagzes may be mentioned:

l, The aharouse whataver innate abilitiss he may posses. csn
hardly esti.ate properly the actual prodice of land., Furtasraore,
tne net yieid is also arpitrarily deteraized,

2. This method is more costily than the other anethods since

it is seasonal, and assessuent has to be renewed season by season.

3. The tax nayabls by the Juzallaf is less certain since assas-;
szent is nade avary seazson, H=2nce tois method does away with the
advantages of a fixed cash maqtu which have already been mentioned.

4, This met:od leaves the farmer at the aercy of the autocrs-
tic decisions of governuent officials, In spite of the fact that
the cuitivator nas the rizht to arpeal against the assess3sant, he
#111 prefer not to do 30 becasue of the probable loss which he amight {
suffer by exposing his crops %o the air during the time he zskes the f

gggessauent until a Scrutiny Committes is appointed to re-estizate
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the prodﬁce-—wnicn usually taskes a lons time,
5. Tais metaod gives mors temntation to bribery and opens
gore ground for evasbdon.
5. The metnod of public auction. Tihe method of public auction

ia applied in th9 assegsment of the tax payable on vacant diri land

sulcavle for cultivation to wnica it is desired to ssture a Huksllat,
The Iragl Govarmnment owns laprus srsas ordiri land to which there are

no Mukallafin and thus they reasin vacant and uncultivatedsals)ln

recent yeurs, acsevar, the Governsent has besn aaking svery attzmpt

to secus: dukal:afin who will quarants: Lo cultiwvatz the Miri land

gntrusted to tuen acsording Lo agrresent, Une o the mebtaocds adop-

ted is to secure duksllafin tnrouszh a public auction. according to

this method, the hizhest biddes in a public auction after paying
the dua of aon2y r<acned uporn a3 a resuls of the auction, is zgiven
tna rizht o explolt a certuin »iese of Miri land dicecztly or in-
di:ectly&al6ane tayment is regarded as ejulvalent to the tax on
the land., In fact it is equivélent to the land rent,

It i3 always preferred to securs a dukaliaf from amongst the
innabitants of the district or ths peizghbouring district in which |
th2e land is ai tuated, #henever it is found tnat such a person axists£

tne nclding of tne auction is suspended, and instead a direzt con-

(215) The area of diri land survayed until the aad of 1940 is
11923721 squapre klloastsers which amounts to more than 45
per ceat, of tne area of all catezories of land survayed

until toe sane period, Renort of tne Survey Derssrtment,
(Governaen: Press, Baghdad, 19%1), L.32«

(216) The Land Tax Law No.73 of 1936, Article 21,
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tract is signed botwesn the two partiss., The aukallaf should not
possess a Mulk land or land granted in Lazma (leasehold land) and
should ba capable of cultivatins and davelopin,: ths vacant land, i

§hepever sucn a person does not 2xist the Finance Authiorities
ordar tne holding of a public auction., Lists containing the followimz
izformation ccncerning the land put for austioan sre presarads (1)
the boundaries of che land, (2) the arsa, (3) method anu asans of

irrization, (4) ths period during wnich it is to be exploited by

the Aukallaf, (5) the cornditions undar which the lanc is to be cul- g

tivatad, (&) tne nuncer of yearly ianstalments and the dates on 4
which tney Tall due, (7) tae speciai local conditions, and (3) the %
Dezinning and ending of the periasd for acsestinz bids, E

The period #8 ol the auction is usually twsuty days. At the “

é end of the 20th day the land is given o the nlrhest bidder., A con-

: Eract, usually for a neriod of thras ysars, is then prapared aad
8lgmed vy tn9 two partiea, The contrza:-5 may include the possibility
of signing other suczessive contra:ts for sn aggregate period not‘
exceeding twelve years,

é Tnils nethod has tso important advantases, In the first oplace

tne competition aaong bidders will make the amount of the tax of-

farad by the aizhest bidder almost equal to the value of the right _

to use Miri land and the right to use government irrigation facilitias§

where they exist, In the mecond place, by securing ¥ukallafin for
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vacant siri lands suitable for cultivation, the Govarnment besides
sronoting azriculbtairal expansion is daeveloping a nzv srnd promising
source of reveaue.

6. Assesasaeat and collection in a8 sovaprnment officz or in a
rlace of Istinlak licenced preaises, Tae a: lication of tris last
maethod is limi%ed to tne ascertainment and collection of the land
tax due on landa cultivated wivh tobacco, tuavak, ligquorice roorc,
and fresh and dried $egetables and fruits, Tha tax is ascarotained
and collected when the crops are transfarred to the mariets fcr
local consuantion or export, in tue same nannar as ihe Istinlak tax
is ascertained and collected. ¥o sihall discuss that fully when we

(217)

coae 50 the discussion of the Istihlsk tag in the rext chapter.

=
-

Lxtinsuishing the "land Tax”.

In tha y2ar 1939 a lawjghsaed cnCWn as Sae xtiasuisihinz Land
Tax Law No.20 of 1939, which was later on amended, b, law No.27 of
1940, 4coording to this law and its asendment, uhe lsad tax payable
by 2 Aukallaf may be extinguisned for a periocd of tan ys.rs if such
a duxallal azress to pay a fixed casa badsl to tine Finance Autnoritiaé

Tne fiaxed cash badal for the Pupposa of extinsuisndng the land
tax is equivalent %o twelvse tines tne averu.,e cash pajgtu paid by tne
dukallaf in the five or tiree years praceading the date of extinguiah%

-

nent., If the cashk 3:agqtu is not recordad in Governaent registers,

(217) See Infra., p. 200
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the aaount of th2 tax payable in that year will be ascertained by
one of the abov: six aethods o asaessment, and ithse result will be
taken as the basis for the calculation of the fixed cash badal for
extinguisning the land taxsals)

The axtinguisdment of the land tax apsly to zli sorts of dirni,
Tasu, and dulk land, escept land 2lantzd sith trees, and (o vacant
#irl land (wholly unsli=znated lanpd) to which a augallaf is secured
throush a public aucvicn,

The .zicd of extinguistazment is ten years, The Lixad cash badal

is paid in ten egquul annual Instalaeats, dach yearly inscalgent is
paid in teo i:stolasnts at a time most conviniens to tae dMukallaf
(usualiy the vime of narvaat). FPersons who »ay tae gadal in full
during the firs: year are allowad a c2aictvasce of 30 ser cant, of
the badals 20U per cenbt, of the padal is reaitteu to thosa who full;
vay it in = neriocd of two years, and lU zer cent. is raaittad when
it is fully paid during the first four yearssalg)Lanas in repect of
which the land tex is gxtinzulsned is so rscordsd .o the Tapu Depart—
mefnl to be Jdistinsuisned from lands which are still suvjeet to the
land tax,

An ancunb of interest at the rate of 6 par cent, is added to ¥
tae annual instaluent in case ofthe default ofthe duxallaf to make
the pa_ ment, Howevar, no interest is char;ad whenever it can be

proved that the delay of payaent is due to a c¢o:fusion in his finen-

(218) Extinguishinz land Tax law No,20 of 1933, Article 3.
(219) Ibid., Article 16,
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clal situation becausge of danage sistained by hia as a result of
a2 natural or acsidantal caleaity, 1Ia such: a case the au.ali..f is
Jiven tine and is not forced e+ to pay the badal until the finan-
cial condition coanes back to norasl azain.

The extiniguisaiaatt of tne land tax HJas the followizg two advan-
Lagns:

l. The exsisguismauent of thz lunug zax kalys o proacta

durable capital investment on land, aad taus hélps to
Increass a_riculbtural production, J3itce tha extiasulsh-
ment badal i3 alrsady ?ixed, bhe duxallaf will try t¢ in-
sr2ase his sroduction ééﬁee a2 additioral produce will
be frae from the tax.

In its affect on incresasing a<ricul.ur:l proauction sthe sxtin-
Sulsoment of tha land tax sk uld o disvrinzuished froa tie azthod
of fixing a casn azgbu. Tha fixation of a casa mazlty 22lcs to in~
craase azricaltural production by snsvura in_ temporsr; iaprovanents
on land, since the cash magtu is fixsd for a d&uiors perlod i.e, turee
years., On the other hand the extin uiszaent of the land tax helus
%0 increase azriculiural production »n, <ancourasing duradle capital
investaant theron, since the period ol 2xti.z.lishaent is relatively
long, i.e. Qﬁen years. The extizguisinment of the land tak, thare-
fore, is much more 2£f7ective than th: methcd of fixins a cash magtu
in incrsasing agriczultural produc tion, .
2. Tha extinguishment of land tax rsduces thes cost of its

administration, since under extin-uishnent assessnent is
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aade once in evary ten years. Collectio:n becoaas 2asy

and certain,

F. PFiscal adegquacy ofthe “Land Tax".

Revenue froa the rent of Miri lands and water right has bsen
coatinously inir2asing., In 1940-=41 it sas abo .t 63 per cent, =rzater
than what it vas in 1932=335., This increase is dus to the inzrease
of the area of rested diri land, tc tae new irrigation ca&nals recen-
tly buils and, to a lesser extent, to soane isproveisents in tas ad-
ainistration of the tax,

Recaipts froa the prent of diri land and watepr rizhi co. stituted
cn the average of the nine ysars (1932~33 to 174C-41) about 11 per
dent, of the total tax revenue and 6 per cent. of tha total opublic
ravenue,

Table XXXVI] :ives the anounts oI collection from the r2at of
Jdiri land end water right and their rsiation to total tax-revenue

for the period 1932-33 to 1940-41,
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Table XXIVII

Rant of Miri land and dater Ri -ht for the Pericd
1931-32 to 1940-41 in I1.,D$220)

Index Nuﬂber’

Ysar Amount Percenta:e | Percentagze %o
to Total Total Pudblic
Tax-i3venue Javenue,
1452=35 525538 10U 11.40 5.5
1935-34 539497 104,2 11,63 7
L34=35 53457 119.6 11,80 6.8
1355~56 357558 109.6 9.79 6.2
1230-57 523189 160,1 12.20 742
1357-38 517914 157.2 11.30 5.5
1;33-39 479344 144,53 10.50 5.4
1759-40 497169 15C.2 10.20 5.0
144u~41 550228 167.3 10,13 5416
T0tals | mme—m= 1216,0 99,46 54, 60
argruges e e . 135.2 11.00 6.00

(220) The Accou
)

nts of the Iraqi Government of the Years 1931-32

1.
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CHAPTER VIII

ISTIJLAZ TAXSS ON AGRICULTURAL AjiD NATURAL PRODUSxg AND ON
ANIMALS AND ANIMAL PRODUCE,

I. Tde ISTIHLAXL TAX ON AGRICULTIIAL AND Ha "USAL PRODUCH,

A. Basis and Rate of the Tax. !

The agrizultural and patursl produce Istihlak (ccnsuaption) tax
i3 laviaed on tha value of land producz whether that b2 a.ricuitural
or natural at the rats: of 10 per cent., The tax is iuposed prac-
tically on all tyges of agricultural prodize brought isto the amarket
for sale, including all kindg of ecsreals, la«sigumes, vez:tables, and
fruits, and on all kxinds of natural produce such a%wood, timber,
coal, and liquorice rootszal)

The Istiklak gax is another tax on azricsulture liposed in sd-
dition vo the "land tax". The "land btax"™, as we have alread, sean,
L3 iuposed on Miri lands, and on Tazu and Aulk lands only wshen they
are irrigated by the newly constucted .cvernaent canals, Tnis tax,
pn the othepr hand, is impos=d on all azricultural produce brought
for saie into the market, regardless of the category of land or
m2ang of irrization used,

At the presant time the Istihlak tax on agricultursl and natural

produce is levied at the rute of 1l.> per cent. <+his extra tax of

(221) The Istinlak Tax Law No.59 of 1933, Article 2.
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1.5 per cent. was imposed by the Istinhlak Tax Law No.&4 of 1943,
It is only & war measure for insuriag more revenue to the vovernment,
anad which has to be deleted after one ysar from concluding 'he peace

treatygaaa)

3. Exemnticns.

Article 3 of the Istihlak Tax Law No.59 of 1935 exzayrts the

following »roducts:

(a) Produce that retains its freshness for a short period on-
ly, ¢.5. nallow, zrass, flowers, Syrian dulverry, radish,
leek, atc,

{(b) Natural produce which is not noraally sold and bo.ing,
e.g. ocak, gum, manna, aushrooam, atc.

(c) Nasural sroduce used to satisfy essentisl requisites of
villagers such as firewood and tizbery when used for ccne-
gtruction of houses, stores, stables, or any other similar
purpese. Agricultural produce consumed by cultivators
or intended for sale in the mariet of ths villare is also
axeapted,

(d)  Manufactured articles made from raw amaterials on which =
tax has besn paid,

(#) Produce exempted vy a special law, e.g. the exaamption of

American cotton of Akala type by Law No,35 of 1937,

(222) The Istihlak Tax Law No.&4 of 1943, aArticle 6.




(200)

{f) Produce ia..ried from abrcad on shich an ia_crv duty

Luaad bean paid,

C. Assessaent snd Collection.

For the nur.osa of assessment and sollection of tha Istihlak
vax on agriculbtiral and natural produc: the country is dividel into
a ofaver of authorized areas, An suthorized area is, "the arsa
wnose iixzits are fixed by the Minister of Finance for the purposas of

opening licsaced nreunig:a tnerainszej)In brief, autuorized arsas ae

4ean aataorizad zenzers of soazsua ticn, The city of Bazhdad forp

axaaple, is d.vided into ten autnorized areas or Istialak certers 224/
¥ithin esch authorized area there sxist a nuabzsr of ligsnced

Istinlak proaisas or places of Istihlak, ZILicenced Igtihlak pramises

2z8n, "the oiuces allowed by the Finance Authoritias within the

auxbnorized a2233 for storage, sals, and purchass of preduce, such

a3 shops, Alwas, sranaries, firewood and tiuber stallsy also places

used for the 5ﬁaturalisatiou of the mame by industrial methods

such as pressing, zrinding, distilling, etcSaeE)
All agricultural and natural produ:e subject to the Istinlak

tax saas-e4 bousht, sold, or stored in & place other toan licenced

(223) Tha Istihlak Tax Law No. of 1 s AT%tlicle 1.

(224) The city of Baghdad is divided into the fcllowing Istihlak
centers: (1) Bab Al-3haikn, (2) Al-Uwaina, (3) Al-Shorja, (4)
Al-3azaal, (5) Abu~Saifar, (6) Al-didan,(7) Al-Padil, (3) Al-
Koradeh fipst division, (9) Al-Koradeh second division, and
(10) Al-Xoraden third dividion.

(225) IThe Istihlak Taex Lew No0.59 of 1933, Article 1.
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premiges is deemed to be smugyled. 3ince all produce liable to the
tax 18 brought to the licenced premises, the tax 1s tanerefore,
assasased and collected in the licenced prem:ses,

There are two alternative aethods by which the Istihlak tax on
agricultural _and natural produce nay bs assessed: (1) aacertaingakt
the audo.at of taos tax by deterainiz the gqaantity and price per uait
of the producs, and (2) ascartaininsg the amount of the tax by sel-
ling the produe in & public auction,

The first aethod involves two operations, nanely, ths deter—
sination of the units of quantity and the price per unit of the
produce., #h2an the units of quantity and the nrice per unit are
known, ths valua: ol the produce and thus cthe aaount of tne tax can
be very =saally ascertained, As far as the deteraination of guanti-
ty i3 couc.rpned the operation is very simple., The produce can be
w2lghed, countad,or measured by any msasurement of juantity when
it is brought for sale opr stora_e %0 the licenced preaises, The
gacond operstion is not an easy cne,

For the purpose of fixing prices, agricultural and natural
produce ars divided into two main satesorisss (1) produce Eé% sub=
jact to price fluctuatlions at short intarvals, and (2) produce sub=-
Ject to price filuctuations at snort intervals,

In the case of produce which is not%t subject to price fiuctue
ations at short intervals, the prices are fixed at tne beginning

of 2ach yea® financial year., Such prices are fixed by the gqadha or
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Lixa Adainstrative Council for each autnorigaed area, They ars then
suomnitted to tnz dinister of Finance for approval. In fixing the
prices, regard is tuken to the aversze prices which pravalled in
tas prac2eding year., BHSxperts and well-informed persons are also
coLnsulted. G.ecial prices are not cnly fix:d for different kinds
ol produge, buil zlso for different zrsdes of ths 3s:ae kind,
In the case of zroduce subject to price fluctuations a: suort
intervals , aontnly prices Instead of annual prices ar. fixed.
<usn srices are fic2d in tne same mannar discusze. abowe.
Tne fixinz of annual or nontzly prices is a very difficult
ta3k. wdatever zar2 is taken in fixing such prices, tne prices
fixed will 0.1y by chance equal to the actual prices prevaliiag in
tn: sarset, This is eapecially itrus or prodiace subject esto great
price flusctuatiions from ti.e to tise, For this reason the gadha
» Liwg Adainistroctive Councll supervises the fluctuations in Prices
of dirfrerent s<inds of produce, and whenever an important caunze takes
piaca, tas scheduie of original prices is revised, and all or soae
oI tue original prices ars altered in accordance with the change. A
The second aethod of assessuent, namely, the ascertazinnent of
Lne tax by se2llizg the produce in a public auction, is employed in
casa the produce is subjasct to very yreat fluctuations in short inter-i
vals., It is eaployed in the assessuent of ths Istihlak tax due on .
VYezetables and fruits. Accordingiy to this method the produce

-

orought to the licencad preaises is sold in public auction, and
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the Iatinlak tax due on same 1s calculated on the basis of the
sales préeeads rezlized, The tax is collected at the licenced pre-
aisaes by the ownars of these premises oa behalf of the Plnance
Authoritics or on Iltsan basis (tax farming). The Tax payable on
any produce orougnt o & licanced pramises is assessed by ons of
ta@ apov: nenbicnal ox0 methods, and 1iv is accordingly collsected by
ta2 spopriacor O tn2 nrenises before the owner of the produce is
peraitt.d to sa21l his produce in the market,

The relatior batween the propristors of licenced pramises and
the Ficance Authorities takes two Ioras, The tax is collested by
Iltzas woen the assessient is made tarouzn the aucticn acethod, In
suca 3 case toe diniscer of Picance farms the tax to a dultiziam
{coasraczor), %#ac is also a proprietcr of licenced preaises after
tns latier agra2s to 7ay a fixed sum of money during the specified
veriod of tna [ltzam, Under this me2tncd whatever the :roprietor
coellacts in fora of a tex oo th2 3aild produce borousght o als prealses
ig his own, tiie is r:sponsible to the Filnance sauthoritiss only for
the payment of the rfixad sum agraz2d upen in the Iltzaam coantract,

The coiiuction of the tux by ihe >roprletors oI licenced pre-
aises on beaalf of tae Sovernnent is used in case the tax is asseased
by the metnod of fixing prices. Under this method the propristors
of licenced prenisas are required to kesp registers {according to
forms specified by instructions), showing the types and quantities

of produce brcught to, and issued from their vremxises. The aaount

e s s o a ————in L it
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of the tax due %o th2 Governaent from each proprietor can be deter-
ained from the information furnished by his ragisteps. .To avoid
ﬂ « frlmedss EX dgcinss fhesc
evasion, the Finance Authorities inspect,these registers from time
0 tize,
The most important p.ace of collection of the Istihlak tax

iz the liconced prenises, Other places of tax collection are the
custouas offices when th2 articles subject 1o it are to be 2xported,

and the railway or cars stations at the tiae the produce is trans-

ported froam one place to another. #hen the tax in respect of & cer-

tain yroduce 1s paid in one of these places, the owner of tae produce

iz supplied by supnorting documents in order thart he will not be
85284 LO pay azain iz another place of collecztion,

The I[stihlak tax on agricutural and natural produze ia first
paid by vh2 cuitivator to the propristor of the l.cenced premises
¥ho will in turn nay to the Sovsrnaent. A question will arise to
wnetaer the cuitivaror 1s tae one whe ultiaately assumes the burden
of toe tax or not, There is reason to believe that the burden of
the Istinlek vax on asricultural and na-ural produce will not rest
on the cultivator bus it will be s:kifted to the consumer, For if
it is not snifted, the mazgpinal land will not be cultivated, the
su..ly of a_ricuitural produce will decreass, and t..us the price
of suca produce will udtinstely rise because of the tax, Neverthe-
less, it is not unlikely that the farmer, being so iznorant and not

80 calculativ~, ma;, coatinme to cultivst: the marginal land even at

b
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a loss, In such a case the tax will not be znifted, or suirted
partly, and the whole or part of its burden w#ill ultimately rest
on the cultivator. As a general ruls, therzfore, we may say that
there i3 a stronz tendency for the tax to be snifted from ths cul=-
tivator to tha zoagumer. In this res.sct, the lIstinleak tax on
agricultural and natural produce 1s an indirect tax similar in its

effacts to any other tax on consumpticn,

D. DPlscal Adequacy of tne Istihlal tax on Agriculturzl snd

Natural Producs,

Since lysd=-35 revenue from the Isitinlak tax on agricultural
ans natursl produce cas veen iacreasing. In 1940-41 it was about
sares Giias zrzater than in 1932-=33. On the average of the nine
years (1932=-33 to 1%40=41) rovanue from the lgtihlak tax on ajri-
szltural and natural sroduce constituted abouwn 4,84 per cent., of
tad tobal tax rsvenus and 3,42 per cent, of the total public revenue,
Tabla XXXVIII zivas the aaount of revenus: from the Istihlak tax on
agzricsultural and nawural produce and its relation ot tax revenue

and to public reveaue,
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Table XXIVIII
Revenue from the lIstiblak Tax om Agricultural and Natural

Produce for the Period 1931-32 to 1940-41 in I.D$226)

Year [ Aaount ITndex Numbef Ogrggg:?sa gercenpage of

otal ublie

Tax-ilievenue Revenus,
1932=33 70850 100 B.42 5.06
1935-54 71670 101.2 6.63 4,07
1954-35 70685 99.4 6.47 5.17
1855-36 35005 125.7 5.63 3.ea
1936~37 108204 1i4.4 5.61 3.32
1937-53 126101 210,1 5.55 2.63
1938-39 121201 200.4 5.54 2.67
195940 140567 258.2 5.85 1.92
1o4u=-41 172633 303.2 5.71 2,91
AVerazesi e 172.6 4,84 3.42

II, 7THS ISTIJTAZ Tad CN ANIGALS AND ANLAAL PRODUCE,

Under the Ottoman r-gime animals were subject to thne Koda tax.
The Koda tax was a fixed tax per head on certain xinds of aniaals,
nsaely, shazp, zoats, buffaloes and cemels, This tax was not subject |
to aay special law until 1950, but was assessed and collected accor-
ding to regulations issued from time to tiae by tne Director General

of Revenua. in 1330 the first Xoda Tax Law, No.l5 of 1530, was enao-

(226) ?ha Ascounts of the Iraqi Government of the Years 1932-33 to

(227) Report of the Financial Migsion, 68.,cit., p.32.
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ted . This lawx %uw osed a tax of 56 fils per head on sh2ep and

zoaFs, and 100 fils per head on canels a:d buffaloessaaa)ln 1932

the above rates were changed ln accordance witn the Xoda Tax Anend-
zant Law No.71 of 1352 as follows: ofsneep 52 fils po2- head, on

zoals 23 fils =0 nead, on csmsls 56 fils per nead, and on buf.aloes
72 Lils per naaisaag)In 1339 the Koda Tax Law of 1330 aud its amend-
aent law of 1952 w2re repecaled and instead the Law for the Gollection{
of lstihlak Tax on Animals and Aniaal 2roduce No.535 of 19353 cane .
into furce, Thae new law lauposes a oroncrtional rate on tns value

0f animsls sad apniaal vreoduce as it 13 assessaea in the places of

consuaztion., H2ace, the n3w law substituted the Istinlak tax on

apinals ana nisal roduce for the Koda tax, The Istihlak tax on

aniaa .3 and nigal produce is sianiler to the Istihlak tax on azricule
tural and nagural sroduce,

Toe IstinleX tax on aniaals and animal croduce is lsvied at
tae rate of 10 par cent, on the value ofs

l., Anizals slaugntered in slaughtering houses.

2. Aniaals slaughtered in places situsted within the bounn-

daries of authorized areas,
5. Aninais exported eutside Iraq. .
4, Aninal produce consumed in Irag or exported ocutside Iraq(a5o);

The animals suvject to this tax are sheep, goats, camnels, buf-

(228) The Zoda Tax Law No.15 of 1930,

(223) foda Tax Amenduant law No,71 of 1332,

(230) The @istinlak Tax on Animals and Animal Produce No.63 of 12:2

Article 2,
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falioces, sows and fish. The produce su:j:ct to the tax are wool,
fur, nair, nonair, skin, refined and unrerined olils and casinzs.
Jnly sacrificed anisals (lehum al-Dhshaya}, animals slaushtersd for
znarivable pursosas, and imported aninals and animal produce in res-

>

L83t Or wiich imn.crv duties have bte n sald ars exeapted,

Tha tax is assessed ia the sane nanper as the Istinlak %ax on
soPicultupal an natural producze is assessed, The number of aninals
or taz number of tha standard units of the proiuce are first ascer-
tained, Tnen the value of such anizais or produce is then deter~
ained by multinl:inz the value of the units by the price ner unit =
fized by tue Adainistrative Oouncil for each authorized area,

In conneaetion with countlang azimals for the purpose of assesg~
zent a probleln arises in case Iragl anigals leave Iraq or foreign
arinals enver Iraq in ssarch for parture i,e, Iragi aninals seeking
sastures in Syria and Najid or Syrisn and Arabian animals se2king
pastures in Ira;. In such a case the aninals ars counted cefore and
after lz2aviag or exntesrins the co.ntry as tha case may beg Iragi
animnals leaviaz the country in search for pamture ar2 2ounted once
p2fors they leave the country, and counted azain when they coue back,
If tne number of anisals i3 less than thz original, tus tax is col=-
lected on th2 orizinal number, considering the difference as the
nuaveyr of anizsls exported from Iraq. On the othar hand, aninals
sntering tnz country ars counted once tefore they enter and again

wnen they leave, If thelr nuaver when they leave is zrester thah
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ths orizisal nuaber, the tax is collectsc on the excess, on the
stound that it na- orizinated from the addition of Iragi sninals
Lo the original nunbergajl)This sroblen 1s not a simpie one, Iy
odens 2 wide door for svasiocn wnich rsquires a very efficient ma=-
shinery o contool it,

Theigtihlak %ux on aniuzals and anisal producze i3 collectad in the
licenced preaiszs ©, unhe proprietors osf-seualm such preaises on
veaalf of the Jov:.nzment, It is also collzacted in cusioans offices
or ralivay or car statlons at the tine the animals or animal produce
are exporsed or toals_orted,

The pros:nt (8sianlak tax orn anizals and anizal produce differs
rroa ta2 old Xods tax in the foliowing respscts: (1) it is a tax
on aniaals consua2d locally or exportved, waile the old Koda tax was
inpos2l on bhiz possassion of anianals whether they wer: used for
gonsusstion, transport, or any others surpose; (2) it is also a tax
on anizal prouuce. The Fodatax was only a tax on animals; and (3)
iv is a proporticnel tax on the value of aniaals. The Koda tax im-
posed Tixed rates »2r head for each kind or animala,

Table {IXIX sdves the aaount of rrvenus derived from the Xoda
tax during tihe yeacs 1927-28 to 1933-3w, aand the revanue froa the
Istiblak/tax on animals and apnimal produce for toe yesrs 1333-40
and 1340-41, In 1958-39 the revanue derived from the Loda tax
aacunted to I,D,251434 and songtituted about 5.34 per cent. of the

total btax revanus and 2,67 per cent, orsn: total public ravanue,

(231) Ibid., article 18,

By e M
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¥itn tne iptrodusstion oF tha Istihlak tax on animals zand aninal

srodace in 195y=40 tne pa2vinus dropped froa I.0.251484 to I,D,19Q292.

dosever, in lv40-i4] the rovanue fooa tne new tax was zraatly increase@?g

anountbl:az to 1,D0.3038635 and constituting 5.71 per cent, of the totsal
bax r2venue and 2,91 oer cent. of tone sotal public reverue, %This
o23aly was nog only auss betuer tharn tnat obtained in ths previous
J8ay Dut also bettar tuan taz2 results cbisined uander tihe Xoda tax,

Table IXIIX

avenue Ifroa stae Loda Tax for the Years 1927=23 to 1933~39, and

fecan the Istinliax Tax on Animals and #aizal kroduce for the
TR 555

153340 and 140-41 in 1,0(232)

mp—

Yeap Asount of the Tax in I.b. fercen~  Percenbage

Shde; and Sa4s13 ¥isk Total tage o  to Total
Goats axud Total Tax-~Public

Zuffalloes Reveaue  Rgv:aue,
Loe7-23| 245100 | 13425 13575 | 292400 | 7.59 | 5.48
Ly25=29| 281475 | 13300 14400 311475 |  4.45 e 24
1329-30 | 2713520 13000 12455 296775 8,23 8. 04
133C--31 | 275720 12725 11330| 299775 1 10.81 7.40
1y31-52] 213165 3600 7510] 229275 9.23 5.78
1552-551 194960 7550 8440] 210950 3.42 5.06
1933-34| 174470 8430 9090! 191990 | 6.63 4,07
1y34=35| 135466 3301 10442 205209 ©.47 3.17
1935=36] 196558 31355 11287 215973 5.83 5.84
1956=37{ 207467 3326 11939 227732 5.61 3,32
195753 229699 12212 241911 5.55 2.63
1v35=35 242654 13850 25144 S5.54 2.67
1y39-40| 292731 $695 8658 190292 3.89 1.92
1340-41]| 292731 1302 14602 303635 | 5.71 2,91

(232)

The A

nts of the Iragi Government of the Years 1927-28 to
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Toe larze fall in revenus in 1939-4C was due to th2 relatively
small .uace.s of asziasls on shicsh th: zes tax w38 inposau, and to the
great sonfusion vhat acconcanisd ifs adainlstrution at th2 beginning.
In 1350=39 the Zoda tax was collected on 4976393 sneeps, 2093693

ZCats, 71050 caanels and 53345 bufrlfaloas, as zomzarsd with 1175578 sa

shes;,43C535 zoavs, 2UbL cawals and 12369 bufaloes orn which the

o =i

5
nes [stinleX tax was collacted in 195éﬁ4CS“55)Furthermore, the in-

T T gy

troduccion of ea & new form of o tax based on tae valua of an.mals n
and a. iwal produce a3 not at all an @asy task and required for its
propars adalaistration officials muca above cue levsl of those who

. (234) 5, o
nas adainistered tuoe old soda Lax. The Lraat rise ia rsvenue in

. . ke .
1340-4]1 wag dus to s in.rovzuent of tax adaialstration, and to a

certalna exgent,to tie riss of the prices of aniaals and animal i
2 . . . _ . _

;roducag‘55)The index of wWeoliessle prices of aninals aaod asiaal

produce fluctuated bevwe:n 175 and 135 in 1v4u~4l us counared with

{2358). . . . .
1o aud 121 in ljj;-4u5"5°)fhe aumzer of animals on shichh Tne vax

e A S AT T LA i

4338 collected durinz this year wos sligatly greater than taai on
whicao the tax was collested in the provious y2ar, 1The tax was col~
1:cted on 1413371 sn223, 422898 goats, 255U camels, and w55 buf-
.(237)

fallioas.

(233) The Stetistical Abstract of the Iragi uovernaent of the Years
24 an .

{234) Report of th Revenuz: Denartment, (Gove rmment Press, Bazhdad,
1941l ), pe2b.

(235) Ibid.

(236) Tme 3tatistical Abstract ol the iragi vovernuaent of tne Years ;

1541, p.1ds.
(257) ivid.. p:le?.
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CHAPTWR IX

UPHid TAZSS,

In this chanter we siall conaider two cthep taxes, naaely the
3taay tax and vhe radio tax.

Jnder the Ottosan regliie stans dutics vers zollected in as:or-
dacce with vhe Tamra (sbanp) Law dated February 6, 1543, During
to: 3ritish Oczu ation stamp dutias were collected by tiuz Cttonan
~ubli: Deb: Adaminis-ration in accordance with the Taaga Law and the
Brit:sh Hizh Co .:issicner's Declaration of August 12, 1317. In
151y cotn the fnaga Law and the Joaalssionor's Declarauion were
repeanad and pr2laced by tne first Iraj Staap Law of 19138, This
gasige law was again ripusalad in 1935 anc tie Stanp Tax Law of 1922
23 eﬁactedgzja)Since 1922 tre law of 1922 nas bezen aiendz=a saveral
tizes; onee in 19253 twice in 1424, and once for each of tne fol-

lowing yeaps, 1325, 1931, and 1941, +ine2 asendaeats provided for

-
’ ko

5]

changes in the scale ol rates ana caanges in thie 1tess aenitioned
in tns schedules snnexsd o the law,

The radio tax, on the otier nand, is a new tax in Irag, en-.
forced for the first tiae in April ist, 1933 ia sccordaasce with
the dadio lax Law Neo.59 of 1933. +hig law was later anended by

tne idadio Tax Aaending Law No,35 of 1840,

(233) The Irag Directorate, (Dangour rress, 1v35), p.232,
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-
- hadd

STAAD TAX,

A. Baugis and date of the Tax.

e 8nasp duby i3 a tax iasosed on ¢c:rvafn

nai in two gchedul:z2s annz2i3a

e

gpecifically mencio

By aa lustrua=2nb ia acear "evapy docunent oo

de

[}

<t

liabilicey is or pur-cr pe created, tr

ks

-
A

tendad, extinguishasdl

of coa:-:relai and lersal docuaents susn az bllis

seoatsscry notas, zontracts,

of liusites liabilicy coapanies, vills

tificates, set-tions, pa:sjorgs, ete,

otaap duitizs in Ipag arz of two kindsa: (1)

ani (2) prozorticnal swurap duties. Fixe: staap

iicesze 2% fiwz. 2at.8 on certulan ilasiou s

"AT or ta2 Jtaip Jax uaw. Thefe laciuds

birth certificates, peiiticas, contrulss

of azouey, ate.

of tpe inscruasent, It ranges Iroa & ainiauam of

a

s#nizh
zo3farra

re:orded.“(ajg)Tnia insludes differp

types of L. -truaents
Jax Law,

.

o
e S e

any i

d, linited, ex=

azd share

s0liziazs,

Tne anc.nt o the duty varlies with tnhe iaporiance

3 £ils on an in-

struaent, such as caegue, tc a maximum of 800 fils on an 1“**Ament

suci a3 a will or a comtract stipulat

ing no s:ezific sua of noney.

(240)

Proportional staap duties, on tae otuoer nand, are tuose iap:sed

on cervain instrusments stipulating suas of aoney or valuas of oro-

-

(239) The Staap ‘ax Law No.42 of 194l, artiasle 1,
(240) 3ee Schedule "A" annexed to Stanp Tax Law No.42 of 1wdl,
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party. Inssruuegts subj2ct to tha prosortic:al duty ars a2nnumeratad
in scuedule "P" ann=xed to the law, They includa proaissory notes,
debendures and share capital of liaited liability companies, ine
surance policies, and wllis aud contracta stipulating a srecific
sua of aoney or value of groperty. rroportional duties vspy with
the aaount . mponey or vaiw.z of property stipulatad 1n ta2 instiu-
ment as followaga41}
Froa 1 Dinar to 10 Dirars the duty is .............; 10 fils.
Froa 10 Pinors to 20 Dinars the duty 18 s.eeesesaee o 20 fils,
Prom 20 Dinars to 30 Dicars ths duty 18 eveeessesaes 30 £1ik,
rol 5Q Diners to 40 Dinars the duty 1S seeesseesase 40 fils,
Froa 40 Dinars to 50 Dinars the duty i8S seevecsesass 90 Tils,
Fron 50 Dinars to 7% Dinars the dubty 1S .ccesscessees 75 fils,
Fron 7% Dinars to 100 Dinars the duty iS seesceenes o100 fils,
Above 10U Dinars the duty 1s 100 fils on esch hundred Dinars,
Tne abovz scale is not &. lizable, nowver, tc d2bentur2s and
shars caglital of lluited iiablility companizs iancsorporated 1a Iraq.
The noainal shara ca.ital of a liaited iiability c¢oarany is zoarged
with the stams duty at tus rate of one-kalf o3r cent,, whil: debens

)
tures arc cnarceable at the rate of one=quartar jer cent$2+2)

B. Exeaptions.

Schedule "C" annexed to the 3taamp Tex Las sets fopth the kinds

(24}) The Stausp Tax lew No.42 of 1941, Article 7,
(242) Ibid,
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of instruamsnts axeanted froa the stanpy duty. Besidas the sxsaptions

gited ii this schedule there ara otvher exenptions specifically astated

in other laws and razulations, &e nay sum uz all exemptlons under
the followingzst
l., Ali bills, bonds, coupons and ctaer docunents co.nsched
#itn a govarmaent loan.
2. All instrumentvs, in wnich tae Irag Jovarnuent, the British
Govarnmant, the Baghdad Electrizity Coapany, the Zaghdad
Xater Sup.ly Company, the Basra Zlectricity and Jater Sup=-
ply Company Gempemy, and the Irag Levies are the parties
ragponsible for tha payasent of the Jduty,
3. All petitions, cartificates aua decuaants and all parers
required under tie sxtinguishing lLa.d Tax Law No,20 of
1939, the Land Tax Law No.?73 or 1936, the Industrisl Zp-
coursgenent Law No.,16 of 1936, and the hZstablishaaent of

szrisultural Banx Law No.ls of 134Q,

C. Administration and Collection of 3tamp Juties,

The adpinistration and colle:tion of the stany tax iovolvas no
i.-portant problzms for conaidagation and discussion. The whols
process 1is vi} gsiaple. It mainly consists ol th=2 prianting and
selling of the stamns, and tha tasin: of the uecassary msasuras to
chech avasion,

The dinister of Finance is entrusted with tne sprinztins and sel-

e e v e R ——.T.  1t%

[LoR=—_
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ling of tne ataaps. Stanrs are usually printed in snzland (sonatiazes
in India) under his strict supervision, n3 geliing of th2 3taans,
is carriad on on comuiszion basis by caprtain individuals wno sct

on benalfl of tne Minister and undes his striet control., Ticernced
sallars _ay weak y saz .roceeds 0f tnaip sales L0 the Fl.snlz Authoe
rities after daduceiny a2 20n.ission at Ltne raLw O 2,5 D220 Tenvk.

The pacty liavie to tne duty is speciricaily aentivase 1a sea
achydu.2s annexed %o th: Law, .chedule "A" meations th= n»arties
liabls to th2 projortional dutiss. Schedule "B" zenviocun: the2 narties -
liabl2 to the fixed duties, But altnou-n the jarty liable to the
duty is szecifically szntiones i tne Law, it orien hajnens Laat
8i3a .rIcviaionsg arc‘iLsraga:ded and thg arti2s to an iustrunent
aaor g thseaselves procsed to coaclude an a_ reszasnt concerni.g tue
pa, «eat of the dutysaaj)ln most cases, one alzh* expe:t, Lhit the
wW28<£38% oL ta=: partizg ilavolved i a3 inscrasent, is tune pacly
that «2taally says o2 Jduty.

Various asasuprls are adopted to cuack avasion, Notv only the
Finance Autnoritiezs ar2 rsespoasible for tihe gnfcreeaest of to: otamp
Tax Law, bui also it .as os<n aade Lie Jduiy of all _covernz2as of-
ficials to take all th: nezessary stens Jor iosurianz the »ro.ep col-
laction ol th: duty. The; have to saz that tho necessar, stanps

-

are affixad to all instruu nts .risanted Lo theam, and to rufuse und

return unstaaped instruzents,

severe penaliies ar: infltic%el 1a tig .83 of an iacventicnal

(243) Re_ort of the levenue Departaent, (overnaent Press, Baghd-:d,
1940 ' 9.35.
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evagion, Both the party r:ssonsible te tiie duty, and ithe official
connected w~ith it are subject bto sucn penulties, Governmeat of-
ficials wbo, whether due to negligence or fraud, aczept, indorse,
or file inatruments nct naving tha necessary staaps, are considered
to ba taking part in the evasion of the duty.

The stamp tax is not so iaportant froa o2 fiscal point of view,
The yield from this %tax asounted in 1940-41 to 1,.D,143484 which is
only about 2.7 per cent. of the total tax-ravenue &nd 1,5 per cent.
of the total public revenue., On tha averase of the iast nine ywars,
{1932=33 to lu40-~4]1) hewewer, reveanue froa tThe stamp tax coastitusted
about 3.6 per cent. of the total tax prsveaue and 1,7 per cenc. cof
the total public revenus. The following table shows thai althcugh
the yield of the stasap tax hasz increased in recent years, yat its
pLOPSICLLon L the togtal tax revenue and une total pubiic revenue
nas declined.

Table XXXX

Revenus fron tha Stamp Duties for the Yesars 1952-33 to 13041
in I.Ds244)

Year Anount Index Nuamber|Percentage |percentaze to
| o Pax-deve-|Total Public
nuss devenues.,

1932-33 104354 100 3.7 1.9
1955=34 103272 98.9 3.6 2.2
1934=35 106313 101.8 3.4 ) 1,6
1955~36 lle634 111.7 3.1 1.9
1956~57 13291 127.4 3.3 1.8

(244) ;gagégggints of thae lraqi Government of the Years 1932-314 to
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Table XXXX Continued,

Yearx Amount Index NumberjPercentage Parcentage to
to Tax-Reve-{ Total Public
mies. Hevenues,

1357-58 146755 140,6 3.3 1.3
1938-39 149832 143,5 3.4 1.3
1959~40 145970 139.8 2.9 1.4
14041 143484 1574 2.7 1.5
Total: 1101.1 29,4 14.9
Averaga; s 122,53 3.6 1.7

II. THE RADIO TAX,

The radiof tax is an annual fixed tax of nalf a dinar iiposed
on all radio rezeiving sets used in homes, motor-cars and private
or public places. Radio sets pressnted for sale in commercial
houges, or swned by the Diplomatic or Consular Agents in Irag are
agemptedsa“s)

The adainstration znd collection of the radioc tax does no¥
present much difficulty. The only important task is the deter-
aination ofthe persons liablas to the tax. Inforaation of this
gsort ia aupylied from commercial nouses selling radio ssts, who
are required to Reep 2 regisver in which 1is registered the nuaber
of radios received and sold by themr during a certain period oftiue,

and the names and addresses of the buyers,

(245) The Radioc Tax Law No,59 of 1938, Arvicles 1, and 4,
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The radio tax is not so important from the fiscal point of view, :
Coliections in 1938-3% and 193940 saounted to I.D.3292 and I.D.3251
respectivaly. 1o 1980-#1 it amounted to I.D.3862¢2%®)Tnig 1ast

figure suzzests that the number of radios in Irag is only 7724,

It 1s a figure shich is very haed to believa, The writer & was told -
that at least 20000 radios were sold in the couutry before that |
tineg2¢7)If this is true, the cosparatively small yield in the past
few ysars in which the tax wss iaposed is due vo evasion on a wide
scale, Undoubtedly, the yield of & tuis tax will increase in th:
future as .uore radios will be used by the public, and a3 efrfective

measures azainst evasion are undertaken.

(246) %na Accounts of the lraql Government of the Ysars 1938-39 %o

(247) Interview with the sale agent of radio Phillips in Irsq.
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CHAPTER X

THE RPINANCIAL POSITION OF THS IXA3I GOVARNMENT,

A proper financial policy must lead to a balanced budgec. By a
balanced budget is zeant the coincidence cf the total actual 2xpen~
diture witn the total sctual revenue of ctans sState during a2 financial
year.

A study of the financial position of the Iragi Yovsrnnent is
net witha soae difficulty owing to the lack of unity or coampriensiv-
ness of the Iragqi Budget. The reader azay still remeaver that in
Iraq tners are s8ix separate automoaous budgets sach wita iss speclal
eipenditures and rescurses, 3ince funds of = ae of thsse budsets
are non-transferable, i,e, no surplus inp on2 budget is utilizad to
aeet a deficit in another, the position of esach budget will bHe dis-

cus:ed separately,

A. The Ordinary Budzet,

The lraji Government assiaed the financial responsibility cn the
ist of April, 1921. All outatanding accounts before that date were
closeu and the balances were carried forward to the accounts ¢f the
Iragi Governmentsaaa)

Tone rasult of the first two years operations were unsabisfac-

tory. in toe financisl year 1921-22 the balsace showed a daficit of

(248) The Accounts of the Iragi Government of ths Years 1y2l1-22, p.l..
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I1.D.52910,, Another deficit amounting to I.D.85625 appeared in
the {inapncial year 1922-23, The financial position becan to ix=-
prove &s a result of th2 extraordinary measurss tasen by ths zoveon~
aent for cutting down its expendituressaqg)SO by the eud of 1924-25
an aczuanulated positive balance of I.D.69450Q wsas obtained,

But this rs2sult did not create much optiaism. The vovarnasnt
pac still %o iacure two huge axpenditures, one for the settleusznt
of Irag's snare of the Ottoman Public Debt, the second for tae saine
tensnce ¢f a strong army and police force in fulfillment of tae
Azlo=Irajian teaty of Mareh 25, 19245250J

In 1925 a Financial Mission was appointad by ths Britiszh Jovarn-~:

pfthe Iragi Corernment :

aent to enguire into the financial positionpand its prospec:is,
Tne {isslon had to study the existing financial position at the
tine and "to report to His iajesty's Governmert and to ths Iragi
Government what sters should be taken to ensur: & balanced 3uicet/d
during thz treaty period and afterwardssasl)Tne disgion ra:o.m2n-
ded the imposition of new taxes and the isproveanent of the adaiinis-

tration of the old taxessasa)lt wag reslized that the correction

(243) Sgecial Recort on the Progress of Irag, (H.¥.5.0., London,

s Pellle
(250) Report of the Financisl Wission, P.4. According to tae Aglo-:
Iraqian Troaty of darch &5, 1024 the Iragi Governient had to °

assume within a period of four years, the responsibility of
maintainicg internal pesace snd order and defending hapself
agains¥% any foragzn aggression,

(251) Rezort of the Financial &dission, p.l.
(252) 1lbid., pp.l15=25,
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can 10 aors coue frog tne side of expenditure but aust coae froa tne
side cr revanue, How%er. the internal poliey at the tiae pravented
tha iatpeducstion of any dAaportant chanzse io tue gprevailing sy3%ea
of taxation., 3Somne asas.ros were edopfted Iroa tine to tize to effsect
go.e risz ia ravenuesesj)
T..8 zalanse co..vinued gteshow & surplus until the yesr 19:3-30
83 & ra28ult of the nolicy of depraessing expenditupre and increasing
revenue shensever that was coupatible witn internal policy. By the
gnd of 1927-28 a vositive baiance of I1.D.1912025 was agcunulated,
it may De aeanvionsd here %nat until that tiame notolnz was alloted
for stz s=ttlzuent ol Irag's share of the Ottoman Public Debtszﬁq)
In the sagze year a sun of 1,D,.388500 was separaved from th- accumu-
lated surmlus and sat agide for expenditure oan capital devalozaent
woot3, and tihe Cmpital Developaent Norks Budget was zreat:d. The
renaining balance was 1,D.13235525 which in 1925~29Y beeaze I1.D.13385550
by taz addition of 1.D.62025 represerntiag the surplus rezlised in :

that yaarsa55)

;
i
i

ln 1929-30 thers was a deficit of 1,.D.1358475, waich aas due
t0 th2 payuent of I.D.143715C in settlement of a lavge part of Lraghs .
share of the Otvoan ublic Debt. un ths othar hand the deficit of

I,D.552575 and I,D.162825 in the financial years 1953C~351 and 1331-32

(2353) Speciai Renort on the Progress of Irag, p.Y7.

(254) 3pecia. Report on the Progress of Irag of the (2ar 1430, 9561.{
(255) The Accounts oi the Iragi Goveramant of tune Year 192930, |
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r:asze:tively wer: due to the sextraordinary conditio.s crested by
tha last world degressionsass)

Proa 1932~33 to 1940-41, the financial position was im;roving.

Tue only deficits durinz the period wers those in 13935-34, 133940,
and 190-+1l, ihe dafizit of 1953=34 was due to amothar payasnt ofg
I,D.,124842 in settleaent of Iraq's share of tne Cttoman Public DegE?7)
#nile tne dificits of 1959~-40 and 1940-41 were due to tihne laruwe in-
crsase in sxpenditure necessitated by the pressaot war conditious,

In 1940=41 tae ordinary budget showed an acsuaulated sugrslus
of I.D.372179. This suan is utilised for granting loans to auiici-
»ailtizs,.

Table XXXII gives the totzal actusal excenditure and revernue i
upder che opdipery budzet and the corresponding surplus or deficzit
palancas for the period 1921-22 to 194(0-41, :

Table XXXXI

To%tal Ordinary Ravenues and Kxpeaditurss for tas Years 1921=22
to 1540841, in 1.D$238)

AT T T

‘_'Year .Expenditure Revenue Deficit Surclus acggﬁgiz:?d. i
1g21-22 4290975 3961375 329100 —————— =-329100 %
1322-23 3643650 3560025 83625 ——— -412725 E
1923-24 5181950 3820575 ———— 638625 +225900 L
1924-25 34863575 53954975 468600 | 634500 %

(256) Capital Develooment #orks Law No,79 of 1931,

(257) The Azzounts of tha Iraqi Governaent of tue Year 1933j-34,

(253) 1Tne accoun%s of the Iraql Government of the Years 1921-22 to

THO=AT,
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Table XXXXI Continued,

;
F
f
k
i
E

L

Year rEXQendituf; devenue Deficit Surplus {Accuaulated

Jazlance
1325=26 33856550 4357650 ——— 507300 | +12C18CC
Ly25=27 4025400 4252500 —————— 227100 +14239500
L27-23 A145150 | 4432275 |  mmme—e 233135 | +1523525359)
Lyds=2y 4540275 4453300 —————a 22025 +1335550
1723=50 5653050 | 4309575 [ 1358475 | =me——e + 27075
135.-31 5336350 3484275 1 352575 ——— -325500
1931~32 38612475 5450150 162825 -—e ~433325
1932=~53 35386120 3521239 &4871 ———— =253196
1333=24. - 3756445 3578134 158511 -——— ~7335C7
1954=~35 5794250 5977704 133424 -525085
1vy55=326 415018 4526776 ———— 115760 -414323
L955~37 4755187 5013550 ———— 257383 ~1369%40
1957=53 5174302 6342736 ——— loca4ss +1511544
1238=59 5670738 58313805 —————— 161067 +#€672611
1359-40 ©569143 6125739 245409 ——— +1427202
1940-41 7144911 6589888 555025 ———— + 372179

B., Tae Caital Develonnant Worka Budget,

This budget was creatad in 1927 when a suz of I.D.3335C0 was

separ

Ltad fro:

tiz accu.ulated suro.us of the ordi ary budzet to be

(259) In the Year 1927-28 a sua of 1,D.338500 was transferred froa

Development dorks Budget,

the accuaulated surpius of the Ordinary Bugget to tna Capital
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spent on capital develcpaent works during ths period 1927-1930., In
1331 tais Luwd_zT w43 coapletely separated from the ordinsry budssat, 'ﬁ
lt a3 bacod2 & sort ol fiva ysars plan, which plans the expeaditure
on zasltal develojn2nt works and tho necessary reveanue Lo Iinsnce
it durinz sudsequert sapriods of five years,

Duriaz the pepriod 1931-1940 turse such budzets wers prajared,
Taa £irss ajzopearsd iz 1331 for tae 2xpendisure of I,D,2103750 during
the period 1951-19555260>Tha second appeaced in 1934 for the e«pen-
diture of I,D.3237000 during %toe teriod 1954—58S261)&nd the third
a3, 2arel i 1936 for the expenaiture of I.D.4120000 durl:ug the
seriod lﬁj&«l%@@gaea)Thase exne diLures vera ael by the paceints
from vae Gil Comraai2s and by loansSzasJThe present war co.ditions
bav: pondered it difiicult to plan ex.enditura oa caplital develop-
dent #orks Lfor a lon; p=riod of tiie, Hence, this bddget has since
14C bean proapared aczually,

The Ffollowing tabie Luves tha annual actual expesndicure and
rzveaue under Ltae casital deveion 12nt works budget and the z20oris=-

pondia. surplus or daricit balances for the period 1927-23 t« 1940 ;
1941, |

z
|
i
(260) Capitsl Develooment %orks Law No.79 of 1931, {
;
(26l1) Capital Develcpaent dorks Law No, 39 of 1yjs4,

(262) Capital Devalopment forks Law No,26 of 1936, E

(263) For nature of thess lews and their amounts ‘sse D. 228,
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Table XXXXII

Total Revenues and Zxpenditures Urder itne Capital Developmant
iorka Budget for the Years, 1927-23 to 1940-41, in 1.D{264)

Surplua-rlccumulated

‘.
!
L
3
.E.
.

Year | Expenditure Ievenue [ Dafisisg guan b
1927-23 1253525 ————— E
1923-29 96300 "; 538500 ——- “5’72825
1929-30 4050 7 - +72825
1950-31 — ——— e +12825
1931-32 181575 869250 —— 687675 | +7605L0
1952=33 532605 | 6%172 e 361567 | +1122067
1y35=54 423505 574787 ———— 146282 |+1263349
1934-35 423222 | 1036972 —— 608750 |+1877099
1355=36 1235576 390733 344793 #1532306
1936=37 24027383 932327 | 1470461 ————— | + 61345
193 /=33 2372740 | 1063583 | 1309147 —— 1247302
1933-39 2463505 | 2060864 402701 —ma—— [=1650C03
1933-40 2232916 | 2087627 145289 m——— |=1795292
194041 2709423 | 1651386 | 1058042 ——— |=2853334

Tabhla XXXXII ghows tzat duricg the period 1927-28 to 193+-35
actual exrendlitv.rzs w~ere less than actual revenues, 80 that at the
end of 1934-35 a positive balance of I.D.1546239 was accumulsted,
This period of surplus was follWwed by a pariod of deficit., The lar-

{264} The Accounts of the Ipagqi Govarnnent of the Years 192
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se deficits in thne jeriod 1935-36 to 1940-41 were due to tne very

Jo::t Plse in expecditures withcut a corrss_onding rise in revenues,
In 1940=4] this budzet showed an accumulated deficit of I,D.

2353334, Tne deficit of this budgset is covered by loans secured &

ithip froa woe Uil Soapanizs or Iros taz 3ritish Governamand,

w

During tiae period 1457-1341 tiae zovernaent borrowed 1.D,4,000,000
of waieh I1.D.3,000,000 wss s3cursd Zron the fritish Govermmnent and
I,D.1,000,000 £roa toe Uil Companises,

In 1957 ths lragi Governuent borrowed 1.D.3,000,000 froa the
iritish doveraasnt at 4,5 z2r cent, izterest and payable in 1952,
Hosever, tne Iraql Zovernament was laft frze Lo pay vie whole or
;art of the lecan at any tlane 1§ choessalter 19425265)La8t year (1943)

the [rayi Jov:rcnuant #as able %o pay one tuird of this loan out of

A

its recsipts [rea to2 Uil Josanles wiich ser:z notbt used for e .pen-
dituge on capital sor .3 rcecausa of tue presanbt war conditions.
S220%iations #z2r- als3o made for Lthe naysent of another aillion
Dinars in Auzust, 1w+, In 1939 a non-interest bearics loan aacun~
ting o I1.D0.1,000,000 and for a pericd ol ten years was also secured

Irox the 0il Companiessa66)

C. The Budgzet of the Iragl 3tate Rsilways,

This budget was created in the financial yesar 1936-~57, when

e

{265) The Ac:ounts of the Iraqi Governaent of tne Yeapr 1933-39, p.loq
(266) 1bid,
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tas railway adaizistrwtios was transj%cred t0 the Iragi Govsimment.
In %ne Pilnancial ysarss 19%50-37 and 1937-38 actual exgenditures were
lass than catual revenues so that by the end of 1937-33 a positive
balancs of I,D.162443 aas accunulated. The deficits of 1.D.142474
in 13338=39 and of 1,0.42652 in 1933=4%0 ser: due to ths larje expen=-
dit.r3s incurcez for th: sxtension of %ae fosul-Tel-Zutcnek 11ne$267)
In 1440-41 the balance scewed a surp.us, In 1940-41 this budget
showed an accumulateld surplus or I.D.25465. Table IXXXIII gives
tas actual revenue ana expendilure under iods budiev and the cor-
responding suPplus and deficiv balances for tpe perlod 1336-37 to
1940-41,

Table XIXAIII

Total Zxpenditurss and Revenues of the iragi State Railways
for tha Pericd 1336-37 to 1940=-41, in 1.95363’

Year 5X, 80015.08| Aovenue | Derlcls | Surplus | A-cwmulated
‘ f Balance
1456=57 514652 606526 - 71974 + 51974
1557-33 ol7743 678217 ———— 70469 162443
1353~39 339730 597306 142474 + 19969
195 ~40 7540038 .711556 42652 -22683
140=-4]1 359025 384176 - e 45148 + 23465

D. The Curracey Board Budget.

-

This pudget was ¢reated in tne rLinancial year 1934-35 when the

(267) Reports of the Railway Adminisuration of the Years 1938-
an& IEEEE#Q.

(263) ReEort of the Railway Administration of the Years 1936-37 to
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nasional cursensy %as subsituted for the Indian Jurrency. During

tae period lyi4=35 to 1935=-33 toe exiendlture always €xcs=dad the

reveaua, This was due to the zrea. expeuditure a+ neceded at the

Bezianing for puttinz the ne. cuprce.2y into s_reuistion. Tihe surw

p-ds Daiances in lyjg=40 and 1340=+1 wers the result of tae dsclire "
i
E

in 1940-41 this budzset I
Table XXXAIV zives

in expenvitur: and th2 iocrease ia revenuea,

snowed an outstanding deficit of I.D.1v50344,

tne s«yenditure and revenue unde> this pbudget and tha corsresponding
Surpias or dericit balances for the period 19535 to 134C-41,

Table XXXXIV

Total sxjendituresand Jevenuss or tne Cucrency 3ovard for the
sariod 1934-35 to 194C-41, in I.D'%99)

Year EXpendlturd| sevenue | Delicit Surplus | Accuaulated |

Balasce, ;

Ly34-55 112567 14981 | 97536 ce—e | =37536 E

1935-56 103¢08 35950 | 53058 ———— | -165644 ]

1956~57 133000 42450 95550 m—————— | =2611% E

1937=53 94374 48625 | 486243 e | =307943 E
1538-39 72656 60000 | 12666 —————— | =320109
1939=40 gr224 130000 | ———o 45776 | -274333
1540-41 86061 170000 —— 85139 | -1503%

e g M — T LT ST L L Ch et

(269) The Accounts of tne Iragi Governzent of the Years 1934-35 to
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Z, Tne Fao Dredzing ucnene Budzet,

Table XIXIV :ives the actual expenditure and revenus uadar
this budget and tae sorresponding surplus or deficit balances for
to. pariod 1926=-27 to 1H0=-41,

in 1926~27, i931-32, anod in 19352=33 tanis bud-et always scowed a

#ivh the exeajtici of the dafi:zits N

surniius. Ia igaG-4l this budget showed an acc.asulatzd ~¢s3ivive de

balaace of I.D0.433556.

Table XXXXV

Total mxpenditurssand Revenues of vhe Pao Dradzizng Scueine i
3udget Lor she Years 1926-27 to 1%4U-41 in Irag DinarsSa7O)

Year ¥Yxporndiiure! Aevenua | Dericit Burplus [AC: uaulated ¢
| 3alance
1926=27 103354 50444 53410 e | =53410 |
1527-28 101737 137364 — 53577 | ~17933 :
1925=29 152254 163397 ———— 36603 | +13670
1325=30 176156 137613 ———— 11432 +3C152
1930~31 166933 221262 e 54329 | +34431
1951-32 | 287677 279539 8138 | —=mmm= | 175383 !
1952-35 | 298974 267327 3147 | - 44656 i
1533-34 213334 503921 ————— 85087 | +129783
Ly34=35 200555 240133 — 39183 | +163966 g
1955=36 190494 199016 —— 8522 | ~177433 :
1936=357 14G379 250054 ——— . 39657 | 1267145 i
1957-38 | 167317 236541 —- 119224 | +336369
1938-39 211713 24999 —— 33236 | +424605
195940 213321 241524 —— 28003 | +452608
174041 262523 243251, 19272 - +433336

(270) The Accounts of the Iragi Govs naent of tha Years 1926-27 to

IA0-H1,
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P. The Port of Basra Budget.

Tuble XXXXVI il v2s tae actual expeunditure and revernusz under
this budget and tvie corresponding suwrplus axd Jdeficit balances for
the seriod 1926-27 %o 1940=41, This budzet has always showed a sur-
plus, In 1340=-41 i% showed an accunulatad positive balance of
1.D.,1155336,

Table XXXXVI

Total zxpenditurss and Revenuas of the rort of Basra, for
the Period 1925-26 to 1340=41 in I,D{271)

Year SXperclturs; Ieviaue velficit ourplus "azcuiaulated
3alazca,

1925=26 130917 260352 —————— 79335 +79%955
1326-~27 179520 204429 ———— o490y Y4344
1427=23 2C2075 279844 - —— e 77763 +222613
1924-24 196398 22C147 —————— 53749 1275382
132750 195584 232665 ————— 39031 +3554+3
1950-31 157965 259212 ———— 51247 4200 W
1y31l-52 17G322 223976 ——— 53054 Tas3 3
1332«33 165569 243955 ——— S0 337 toeo /5l
1955=54 175C42 275400 ———er 1023558 +S6308Y
1358=55 2114 34 297744 —— e 86310 754399
195556 219571 293+25 —————— 75854 323253
1356-357 327754 330863 —————— 23129 +331332
1957=50 336542 41399 ———————— 82654 +364 2356
14938~359 365517 444142 ———a—— 73625 11042661
1335~40 362234 413060 e een 55326 +1093487
1%40=-41 391458 - 426357 —— 54899 | +1153336
(271)

Report of tha ¥Wirectorate Gonaral ofth:z Yort of Bazrz o the
!aara ;EEEE26 to 194041,
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SUMd4ARY AND CONCLUSIOR

The budzetery sysbtea in Iraq is sizilar to that of any parliamen-

tary democratic government, The annual budzet is prepared and ex=-

ecuted by the mxecutive; sanctioned and lontrolled by the Lezis-
lative, Tarou:h budset leziglation and coatrol the zZeaaral interest ;
of the public is saf2zuarded and protected, However, the lack of
political partiss ant the iznorance of the az jority of the deputies
ainimlze the significance of budget lezislation in Iraq. such power
is left to the sxecubive in the deteraination of finazncial policy.
Public ezpenditure nas besn continously sroging. during the
period 1925-20 to 1940=41 oublic expenditure iacreased by 133 per
cent. During the saane period the par capita publie expendijyure rose

fros one Dinar to three Dinars., This increase resulted from the zZrow= |

ing field of zovernaent activity whether due to the assuaption of i
new functiocas or to the extension of old ones, The zrowth of -ublie =
expenditure has been both vertical amd horizontal,

With the exéption of a relatively larsge expenditure oan Jefence é

and a relatively small expenditure on social sarvices, public expen-

diture in Iraq is fairly well distributed saong the various govern=-
aent functions, Bxpenditure on defenmce constituted, on the average
€1936~37 to 1940-41) about 31 per cent, of the total public sxieudi=-

ture, while expenditure on social ssrvices azounted 46 on the avarage

of the szm2 psriod to 14 per cent.. Expeanditure on econoamic develop-

aent works and govarnment entercoises consvituted acouts 33 per cent.
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of the total public =xcenditure; expenditure on =Zea:rzl sdainistration
about 18 cer cent,, and on public debt about 4 per cent.

Public revecue during the period, 1925-26 to 1940-41, increased
by 205 per cent.. Tax-revenue &s well as nop-tax revenue werse in-
creaed, hut the increase o the former lagzed behind tnav of tae late
ter., Tax-revoue during tze pepriocd, 1v932=35 to 1%40~41, increased
by 73 per ceat., walle non=-tax reveaue durins the szne jeriod in=-
creased by 165 per cent.. The increae of non-tax revenue was zain-
ly due to the increase of the share of the zovernment from tne 0Oud
Cospanies in the form of oil royaltiss. The increase of tax-revenue
was due Lo toe imposition of new taxes, nigher rates, and to the
iusprovement of the financial administratvion,

4 very large prosortion of publie revenue comes from non-tax
revenue, tte rexaining part coaes from texation. On the averaze
(1932-35 to 1940-41) non-tvax revenus constituted aboulb 45 per cent,
of the total public revenue, Kou=iax prevanue includes revanus froa
yublic domain, revenue froam governaen. eniverprises, froa fees, I
licences and fines, anf froa miscellansous sources. Tax-revenue
comaes from tne following taxes: tne building tax, the cuilding sites

tax, custoas and excise duties, the lncose tax, rent of diri land

and water rizat (called "land tax"), the Istinlak tax on azricultural f

and natural produce, the lstihlak tax oz snimals and animpal produce,
the staap tax and the radio tax,

From the fiscal point of view tne above zentioned taxes aay

A s, e g B dam e v
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be arranged in order o7 their Importance as fcllows: on the average
(1932=33 to 1940-41) custéas duties constitutad 54 per cent. of the
total tax-revenue, escise duties 13 per cent,, the Istinlak fax on
agricultural and natural produce 1l par c:nt., the inco .e tux & per
cent., stanp duties 5 n2r cent., the lstinlaX fas oz animals and

aniasl <reduce 4 per c¢aznt., rent of dipi lzad ard water signt 4 osr

cent,, and che bulldi:gz tax 5 per cent., Aevenue froa the dujildiag
8ites tax and the radio tax were neglizibdble.

3ince tae cominz of the hKatiomal Governazent in 1921 s:cecis

enghasis nas been pubt on the -racztical sidz of the provlea of taxa-
tion., Great effords nave be n axerted o ifaprove the finanzial ad-
dinistration whether by %tne selection o 1cre uongst and afrfiziend

officials, ths adoption of zore acz:urave and certain metaods of

assessaznt, or by thz unizrtazsing of mors sIifsctive asasurs: azaiast i
evasion, But in spite of thess attespts, why probles of adainise
trative inerlficiancy stil: reasins 2 aajor candizap towards ingrzasiag

both the fiscal adequacy and the de:irse of aquity of the tax systea,

T R i 1 s D

The lecxk of honeat and =riiclant officisis, to a vary lar_e extent,
is reszonsible to amany inegualities and zre.tv luss of revaiue Lirougn
inaccurate assesanent arcd evasion.

Begides the inaqualities taat ariss from the adalnistr:cion of
the various taxes, thers are inequalities in the distributicn of the
tax buarden arising froa the taxation system 1tself. Indirect tax-

ation plays a very laporcant part in the fizzsl system of the coun-
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try. Collections frem indirect taxation in vae form of custoas and
axciase duties, Iszihlak taxes, and staap duties, on the averuze
{1y352-33 to 1940-41) c.nstituted about 357 per ceut. of the tosal

tax raveanue., The incidence of these indirect taxes is very nard

to deteraine, But since these iadiract taxes are mainly iaposed

oo som.oditiss wnish are in the nanurs of nezessities and gonven=
tional pecessitias, we msy daduce that taeir cusden falls aore ncavi-
ly oa the poor than on the rich,

Un the average (1932-33 to 1940~4l1) about 4 par cenb. of tae
tax revenue came froa ths rent oi diri land and w~abfer right. The
renaining 9 par cent. came froa direet taxaticn in the fora of in-
coze tax (6 per cent.) and building tax (3 ser cent.,). The rent of
4iri land and watvexr right ia not & tax prozar but a payaent f£or the
uge of 3t-v2 owned land and Governaent irrsigatnion fasilities, Tae
building tax is a ten par cent. tax on the snnual zross valug of
sro.efty. [ae ipceche tax is a orosressive tax on the zat l:icoas
froa any trade, business, prolfeasion, or vocazlon, and on all iixed
incomss in the form of interest, dividend, pr2aium caapge or annuity.

The Iraql incoue tax is not an incoame tax zroper., 1t discrini-
natas betwean difreront individusls accordinz to their scurces of
igcoas. 4dnile business gen, professiozais and those who depend on
Lixed incoaes are subject to the incone tax, progarty owners ars sub-
ject to tne building tax and azricuiturists to the rent of 4iri land

and Istinlak taxes. The building tax is a proportional tax. The
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saze inco.e derived from propertyy is tnerefore, subjsct eto a auch
lower tax than if it wore derived froa busin:ss, sirofession, vocation,
dividend, etc., where it would have be.n subject to the hiza progres-
sive income tax, and sur-tax rates, The ran: ot #ipi add land and
water right is not a tax proper, whils the Iarihlakx tax is an in-
direct tax which tends vo be saifted to the consumers,

The burden of tuxation is therefore, vary ireguitacly distribu- :
ted anong different social groups, It falls aore heavily on businaaseéé
aen, professionals, and those who depend on fixed incones such as
interest, dividend, ete., who are subject ¢4 to the income tax, es-
pecially on those the tax on whose incoaes i1z dsducted at sthz source.
It falls less heavily on property owners, zand still less heavily on
agrlculturdsta. Ths existing tax systea, in spite of the sresence
of the incozne %tax, is not appreciably effesctive in decreasing tue
inejualitiea of incoae and wealth,

As 1v8 efiect on production, the exist: ns systeam has some socd
snd some bed aspects, The tariff, by way of exsauptions and protec-
tion, hasz nelped to zncourage the praiuction of certain azgriculbural
produsts and amanufactured articles, Tarifrss have to a certain ex-
tent facilitated the production of coston, tobacco, and wool., It
has also helzed to develop the textile industry and the cigarettes-—
industry.

Tha abbitrary nature of the asgessaent of the amount payatie by

s T
8 culitivator in resjsct of land rent and water right, result in the
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taging of a large part of his anaual produce, Conssquently, his
incentive to cultivatzs his land in the next gseason alght sraatly
be reduced, On the otaer hand, the assassaent of the land rent and
water rignt undsr the aethod of a fixed cush Magtu and toe axtinzuishe
pent ofohs "laad tax™, help to encouraze teazorary improvenents
and to proaote durable capital investmens on land,

Tae income tax, with the existing rutzs at the prasant tl.ae
#nen vusinssa profits are high, do not seem $o diainish the individu-
al's incentive and ablility to work and save ani taerefore, to de~
creude natlonal production. The buildins 3ites tax 13 exvectud %o
eniourage building industry in the furure,

The [ragi Goverszent assumpd tha financial res.onaiblility in
1921, oizce that tiame its financial pcsition was grsatly iaproved,
in 1340-41 2ll of the 3ix automomous Budzests (the Ordinary Budset,
tae Capital Develo. ment dorks Budget, the Railway Budget, the Cur-
reacy Board 3udgat, th=: Budgat of tae -ort of Basra, and tae rao
Dredzing 3cheue Zudzet), sdoied,accumulatad 3uryiuses, With toe exp=
tico of tas Currency Board Budgetfand tae Cupital Development ¥orks
Budget which showed deficita., The position of the Currancy Board
Bud_ st be_an to iaprove in 1939~4¢ so that in 1989-40 and 1340-41 it
shox2d a surpius, The deficit-of the Ca.ital #orks Budget is :et
bs; loans saecured froa the Oil Qomyanies and the British Goveranens,
During the pericd 1937-1941 the Iragl Government borrowed three Wil-
ilon pounds at $,.5% interest froa the British Government, and oms
maillion pounds from tane 0Oil Gompanies free froa interaest, In 1343
one ailiion pounds out of the xhrea nilxlon pounds loan was paid.
Another xillion pounds is expeqted to be paid in August, 1944, The
outstanding debt at the and of hhe 53&: 1943 smounted to tnree aillioﬁ

: pounds, . h ' .

™
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