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I. Methodology and Sample Characteristics
Methodology

Zogby International conducted interviews of 641 Iraqi owners or managers of small,
medium, and large businesses based on a client-provided list. Surveys were conducted in
Baghdad (251), Hilla (94), Arbil (96), Basra (100), and Kirkuk (100). Fieldwork was
conducted simultaneously in Baghdad, Hilla, Basra, and Kirkuk from July 17 to July 25,
while fieldwork in Arbil was conducted from August 28 to August 30. The margin of
error is +/— 4.0 percentage points. Margins of error are higher in sub-groups.

Sample Characteristics

I Iraq I Baghdad I Hilla
| Frequency Valid Frequency Valid Frequency Valid
Percent* Percent* Percent*
Sample size | 641 100 | 251 100 | 94 100
Opened in 1950s | 5 1 | 4 2 | -- --
Opened in 1960s | 22 3 | 22 o | - -
Opened in 1970s | 25 4 | 4 2 | 3 5
Opened in 1980s | 8 14 | 32 13 | 1 17
Opened in 1990s | 253 40 | 100 41 | 27 42
Opened in 2000s | 203 32 | 81 33 | 24 37
Did not answer decade | -- - -- -- | -- --
Age 18-29 | 38 6 | 16 6 | 14 15
30-49 | 428 67 | 173 69 | 43 46
50—64 | 131 21 | a2 21 | 17 18
65+ | 43 7 | 10 | 20 21
18-24 | 15 2| 7 3 6 6
25-34 I 90 14 | 46 18 | 20 21
35-54 | 413 65 | 158 63 | 37 39
55-69 | 89 14 | 33 13 | 12 13
70+ | 33 5 7 3| 19 20
Did not answer age | -- -- | -- -- | -- --
Christian | 15 2 | 10 4 | 1 1
Shiite Muslim | 178 28 | 33 13 | 84 89
Sunni Muslim | 213 33 | 41 16 | 1 1
Other/no affiliation | 4 1 | 4 2 | - --
Did not answer religion | 230 36 | 163 65 | 8 9
Kurdish | 146 23 | 11 4 | 1 1
Turkmen | 21 3 7 3 | - -
Arab | 343 54 | 154 61 | 85 90
Other ethnicity | 5 1 | 2 1 | 1 1
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Did not answer ethnicity |
Male |
Female |

Sample size

Opened in 1950s
Opened in 1960s
Opened in 1970s
Opened in 1980s
Opened in 1990s
Opened in 2000s

Did not answer decade
Age 18-29

3049

50-64

65+

18-24

25-34

35-54

55-69

70+

Did not answer age
Christian

Shiite Muslim

Sunni Muslim
Other/no affiliation
Did not answer religion
Kurdish

Turkmen

Arab

Other ethnicity

Did not answer ethnicity
Male

Female

125 20
631 99
9 1

Arbil
Valid
Frequency Percent*
96 100
2 2
46 48
47 50
80 83
15 16
1 1
2 2
83 87
10 10
1 1
2 3
91 95
2 2
89 93
1 1
1 1
5 5
96 100

76
248

Frequency Percent*

100

Basra

30
99

Valid

100

| 7 7
| 88 94
| 6 6
|  Kirkuk
| Frequency Valid
Percent*
| 100 100
| - -
| - -
| 18 19
| 4 44
| 2 23
| 13 14
| - -
| 2 2
| 60 60
| 28 28
| 10 10
| - -
| 12 12
| 57 57
| 27 27
| 4 4
| - -
| 1 1
| 7 7
| 69
| - -
| 23 23
| 43 43
| 12 12
| 23 23
| 1 1
| 21 21
| 100 100
I

* Numbers have been rounded to the nearest percent and might not total 100.
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II. Executive Summary

This year’s survey reveals optimism among the owners and managers of new firms,
especially those founded since 1990. The respondents believe that their own firms will
grow and succeed and that Iraq’s economy and political system will continue to grow and
develop.

To illustrate the progress, stabilization, and current trends in the Iraqi business, Zogby
has compared this year’s results with those of its last Iraq survey conducted in late 2004.
At that time, Zogby conducted interviews of 454 Iraqi owners or managers of small- and
medium-sized enterprises, defined as those with less than 100 employees. Surveys were
conducted in Baghdad (264 interviews), Arbil (90 interviews), and Hilla (100 interviews),
with a margin of error of +/— 4.7 percentage points.

It must be noted that differences in opinion between different religious communities are
hard to measure this year, as a large percentage of the sample (36%) declined to name
their religious affiliation.

Iraqi Firms Today

The overwhelming majority of Iraqi companies are small (84%), with fewer than 20
employees. Almost half (44%) employ between 6 and 20 people. Four in ten of the
businesses surveyed are sole proprietorships (42%), another one in three (30%) are
partnerships or corporations, and one in four (25%) are family-owned.

Those few firms that were established in the 1950s, ‘60s, and ‘70s are primarily in the
retail sector, manufacturing, and agriculture. Manufacturing experienced another boom
in the 1990s. The service sector began to grow in the 1980s, experienced rapid growth in
the 1990s, and continues to prosper. Financial services came into their own in the 1990s
and 2000s.

Retained profits are the primary means of capital funding for almost half (46%) of Iraqi
companies. Business savings are a reasonably close second (32%). Older firms are more
likely to fund their expansions with business savings, while newer ones focus on
retaining profits.

More than half of Iraq’s business owners have never tried to borrow money to start or
expand their firms (53%). This number is even higher than last year’s (45%), suggesting
that most new firms have opened without the aid of loans -- indeed, proprietors of 66% of
the firms founded since 2000 say they have never applied for financing. Among those
who have, friends and relatives remain the funding source of choice in Iraq, preferred by
more than one in three business owners (33%). By some distance, friends and family are
followed by private banks (24%) and state banks (17%). Preferences vary by region.

Center for International Private Enterprise 5 Zogby International



Cash is the preferred method of payment, with seven in ten business owners (72%)
calling it their primary means of exchange. Bank transfers are still preferred by 24%
overall, but barter and bank credits are not in favor anywhere in Iraq, and credit cards
have little penetration.

Throughout most of Iraq, businesses have grown since the end of Saddam Hussein’s
regime. Four in ten of those surveyed (43%) say they have added employees since that
time, and another three in ten (28%) say their size has not changed -- for a total of 71%
that have grown or remained stable. Almost two in three (64%) new businesses -- those
that have opened since 2000 -- already have at least 6 employees. Conversely, if we look
at the 4% of firms with more than 100 employees, we find that 29% are new businesses.

This growth has continued since the January 2005 elections. One in four companies says
its staff has grown in the last several months (24%), and most of the rest have maintained
their size (55%). Growth is quite low in Basra and Kirkuk, however. Most firms in both
cities have maintained their size (76% in Basra, 67% in Kirkuk), and one in five Kirkuk
establishments (22%) have lost staff.

One in three Iraqi businesses (32%) are retail establishments. One in five are factories
(21%), followed closely by service providers (20%). Three-quarters of the firms surveyed
(76%) sell directly to the consumer, a number consistent with last year’s finding (75%).
Another 15% sell to other firms, up from last year’s 10%. Less than one in ten focus on
government contracts (7%). Newer firms are more likely to focus on the consumer
market.

Almost half (47%) of Iraq’s business leaders visit their chamber of commerce frequently
or occasionally. Another 27% say they rarely make use of their chamber, and 19% say
they never do. The total percentage of respondents who describe chambers of commerce
as beneficial or essential -- 61% -- is substantially lower than last year’s figure, 72%. As
we will see elsewhere, the difference may lie in the 17% who are not sure.

More than two-thirds of business leaders (67%) say there is no effective business
association of which to speak. One in five (20%) would like to see its chamber
disseminate practical information. Owners and managers in Basra (28%) and Hilla (24%)
would consider attending workshops on business development.

Looking Ahead

The survey suggests that most Iraqis are optimistic. While less than half of business
owners (45%) expect their own firms’ profits to climb in the next six months, nearly
three-quarters (77%) anticipate growth in the national economy over the next two years.
Only 3% expect a contraction, which is close to last year’s results (1%).

The percentage of business leaders who say they are optimistic about Iraq’s economic

future is unchanged since last year: 69%. Optimism more evident in Arbil, where
virtually all business leaders (99%) expect positive future economic outcomes. Outlooks
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are almost as positive in Basra (92%). Business owners in Kirkuk are not as optimistic —
just 9% express optimism, while 69% are neutral and 19% are pessimistic.

30% of Iraqi businesspeople want to hire more staff, while 24% want to purchase
machinery and a similar number (23%) want to purchase or rent building space.

54% of Iraqis are optimistic about the next six months’ sales figures. Many expect sales
to stay flat, but in no city do more than 8% of respondents think sales will drop in the
next six months.

38% of Iraqi business owners think employment will increase in the next six months.
Half of all the respondents (50%) think that employment has stabilized for the moment.
In Baghdad and Kirkuk, 70% and 88% respectively, expect no growth in employment
over the next six months.

Nationally, almost half of those surveyed (45%) expect their profits to grow in the next
six months, which is a slight drop from the last year’s number of 50%. Only 5% expect
profits to decline. 32% expect profits to stay the same, and 18% say that they are not sure.

In all three categories -- sales, employment, and profits -- newer companies are more
optimistic than the older ones.

Infrastructure

Basic services such as water and electricity have become a major problem in post-
Hussein Iraq. Virtually half of all business operators (48%) believe that Iraq’s basic
services were better under Saddam. 14% feel services are better now. The discontent is
strong in Baghdad (59%) and the strongest in Arbil (96%).

Business leaders are more upbeat about the general business environment than they are
about utilities. Roughly half (49%) say the business environment is better now than it
was under Saddam. 26% say the business environment was better under Saddam and
22% say there has been no change.

It is worth noting that 20% of respondents in the last year’s poll said they were not sure
how to assess the business environment — in this survey only 3% of the respondents had
the same answer.

Participation of Women

The number of Iraqi firms that employ women has grown significantly since last year’s
survey. In late 2004, 43% of firms employed women, while now the number is 63%.

Older businesses are just as likely to employ women as the newer firms. At least 86% of
the oldest establishments, founded in the 1950s or ‘60s, have women on staff. Among
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firms founded in the 1970s and ‘80s this percentage falls below 56%. Roughly 65% of
firms founded since the 1990s employ women.

34% of respondents say women and men have the same opportunities to run a business
day-to-day. However, 23% say that women have equal opportunities to get professional
jobs, and only 10% say women are free to start a business.

A New Government

Respondents have only slightly less confidence in Iraq’s political future than they do in
the economy. 60% say that they feel good about political prospects, while 26% are
neutral and 6% are not sure.

Business leaders are generally dissatisfied with the Iraqi government’s contract awards.

Almost half of Iraq’s owners and managers (47%) feel the new government represents
and protects their interests. 20% of the respondents disagree that the government has
their interests in mind.

The number one way in which the government could help the business owners is to get
the security situation under control (33%). In Baghdad, almost half of all business owners
and managers (45%) cite security as their greatest obstacle. Other ways in which the
government could help the business sector are: support the availability of raw materials
(13%), facilitate the movement of goods at the nation’s borders (9%), decrease taxes on
incoming goods (5%), and establish more loan and bank facilities (5%).

42% of the Iraqi business leaders describe the constitutional committee as “fair”, and a
total of 42% describe the committee as “trustworthy” or “very trustworthy.” Among the
constitutional clauses under the discussion, the three most popular with business leaders
are: the clause that would make Iraq an officially Arab nation (18%), the clause that
would make Iraq a multinational country (16%), and the clause that would make Iraq
officially Islamic (13%).

The percentage of business leaders who expect the government’s policies to improve has
dropped since last year, from 76% to 69%. The percentage of those who expect policies
to worsen has dropped from 9% to 4%.

Opinion is mixed on the current state of security in Iraq. More than half of all business
leaders (57%) feel security is better now than it was in the aftermath of Saddam’s fall, but
38% think its worse.

Opinion is rather conclusive regarding the prospects for stability following the election of
the new government. The vast majority of repondents agree that Iraq will achieve
stability (71%). 27% agree strongly with the statement, 44% somewhat agree, and only
19% disagree.
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84% of the business leaders have confidence in the ability of elections to increase
regional economic stability.

82% of the respondents believe that opening Iraq’s borders to international business will
help their own firms, down only slightly from last year’s number of 86%. An even larger
majority want Iraq to open its doors to international trade (90%). Collectively, business
leaders are positive on relationships with companies in the Gulf States (23%). No other
destination comes close; Syria, Europe, and Turkey are the closest competitors, named by
half as many respondents nationally.

An overwhelming 82% of Iraqi business leaders feel that a democratic and diverse
government would benefit [raq’s business community. More than 62% feel that it is
possible for Iraq’s business community to influence government policy. In a sweeping
change since the last year, they name the political parties they feel can best represent
them. Before the election, 72% said they did not know which party represented their
views, if any. The most popular party overall is the Iraqi National Accord Movement,
favored by 13% of business owners nationwide and 25% in Baghdad. Close behind are
the PUK (11%), Islamic al Da’wa (11%), and the KDP (9%).

Barriers to Growth Remain

Businesspeople have had mixed experiences with Iraq’s commercial laws and
regulations. Only 39% say the laws are easily available and understandable, while 49%
say that this is not the case.

41% want to see more laws and regulations for business. The number is down
significantly from the last year’s 62%. 40% want the existing laws to be better enforced.

Apart from security, the most commonly perceived obstruction to economic growth is
Iraq’s lack of legal and regulatory enforcement, as agreed upon by 18% of the
respondents. Other frequent complaints are outdated capital equipment (14%), lack of
information regarding contracts and regulations (13%), high taxation (12%), lack of
international partners (12%), and inability to communicate effectively both inside Iraq
and abroad (11%).

Lack of Internet access does not strike most businesspeople as a major problem. Many of
those who do not use computers or the Internet cite no particular reason for not doing so
(32%). Another 24% say computers just aren’t necessary, and 21% say they lack the
requisite skills. Notably, responses are similar among older and newer companies.

The number one need of Iraq’s current workforce, respondents say, is computer training
(33%) -- up 7% from last year. The second greatest need, down 1% from last year, is
English-language training (25%). The need for a better education system is felt primarily
in Baghdad (24%). The basic need for more work opportunities is most acute in Kirkuk
(43%). New firms are by far the most likely to cite English-language training as their
most pressing need.
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Business leaders are concerned about corruption in Iraq. More than half (62%) say
corruption is a serious problem and more needs to be done to combat it. Most of the
remainder agree that corruption is a serious problem, but hold out little hope for change
(32%). As far as the costs of corruption go, 38% say that corruption adds more than 40%
to their cost of doing business; another 18% say it adds 20—40% to their costs.
Respondents identify the two chief sources of corruption as weak property rights (29%)
and the extraction of bribes by civil servants (26%).
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IT1. Narrative Analysis

1. What type of business is your company? (Choose all that apply)

Table 1. Type of Business

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Retail 32 26 31 45 37 30
Manufacturing 21 19 15 41 14 19
Service 20 26 22 2 24 16
Financial 10 15 7 2 13 1
Agriculture 9 7 16 6 7 10
Construction 9 6 9 4 5 25

Retail is the largest sector nationwide; one in three businesses surveyed (32%) are retail

establishments. 21% are factories, followed closely by service providers (20%).

Baghdad has the healthiest mixture of business types. Retail and services each represent
one-quarter (26%) of the capital’s business sector surveyed, followed by manufacturing
(19%) and financial services (15%).

Retail also dominates in Hilla, but agriculture plays a larger role there (16%). Retail
dominates in Basra (37%) and Kirkuk (30%) as well. Only in Kirkuk does construction
represent a significant portion of the business sector (25%); manufacturing also has a

strong presence there (19%).

Commerce in Arbil is divided almost evenly between retail (45%) and manufacturing
(41%). Service providers are few (2%).

2. Currently, approximately how many employees do you have in Iraq?

Table 2. Size of Business

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
0-5 36 43 37 27 28 33
620 44 35 54 41 56 51
21-100 15 18 3 27 13 12
More than 100 4 5 4 5 3 4

The overwhelming majority of Iraqi companies are small (84%), with fewer than 20

employees. Almost half (44%) employ between 6 and 20 people.

Baghdad and Arbil have the most diverse collection of firms. In both regions, 5% of all
companies employ more than 100 people, while another 27% in Arbil and 18% in
Baghdad employ more than 20. Basra and Kirkuk are reasonably diverse, with at least
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12% of firms employing more than 20 people. Hilla has the smallest proportion of large
firms (over 20 employees) at 7%, the only city in single digits in that category.

Iraqi firms have opened at a steadily rising rate throughout the decades, and this growth
continues. Almost two out of three (64%) of new businesses -- those founded since 2000
-- already have at least 6 employees, and one in five (18%) have more than 20.
Conversely, if we look at the 4% of firms with more than 100 employees, we find that
less than a third (29%) are new businesses. Roughly half of Iraq’s large firms (46%) were
founded in the 1980s or "90s, and the remaining 25% have been in business since the
1960s.

Most of the smallest businesses (58%) are headed by young adults, ages 18-29. Larger
businesses tend to be headed by older people.
3. Is the number of employees you currently have in Iraq greater or smaller than the

number you had before the fall of Saddam Hussein'’s regime?

Table 3. Growth of Iraqi Workforce, Post-Hussein

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
QGreater 43 39 59 28 65 29
Fewer 27 21 4 72 9 38
Same 28 39 26 - 23 33
Not sure 3 1 12 -- 3 --

Throughout most of Iraq, businesses have grown since the end of Saddam Hussein’s
regime. 43% say they have added employees since that time, and 28% say their size has
not changed -- for a total of 71% that have grown or stabilized.

Growth has been particularly evident in Baghdad, where 78% of companies have
increased or maintained their employment since Saddam’s fall. In comparison, a majority
of firms in Arbil have let staff go (72%), and a plurality of firms in industrial Kirkuk have
also done so (38%). In both Arbil and Kirkuk, roughly three out of ten companies have
added staff, and one-third in Kirkuk have stayed the same.

Companies founded in the 1970s are by far the most likely to say they have let staff go
since the end of Saddam’s regime (44%), followed by those founded in the 1980s (32%).
Most of the oldest firms are unchanged, but roughly half of the newest firms are growing
(52% of those founded in the 1990s, 40% of those founded since 2000) -- an
improvement from last year, when newer companies were gaining and losing employees
at roughly the same rates.

4. Is the number of employees you currently have in Iraq greater or smaller than the
number you had before the January elections?
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Table 4. Growth of Iraqi Workforce, Post-Election

% Iraq Baghdad Hilla Arbil Basra Kirkuk
QGreater 24 22 48 27 18 11
Fewer 18 9 3 70 4 22
Same 55 69 38 1 76 67
Not sure 2 04 11 2 2 -

The growth outlined in Question 3 has continued since Iraq’s January 2005 elections.
One in four companies say their staff has grown in the last several months (24%), and

most of the rest have maintained their size (55%).
Growth is quite low in Basra and Kirkuk, however. Most firms in both cities have simply

maintained their size (76% in Basra, 67% in Kirkuk), and 22% of Kirkuk establishments
have lost staff. 70% of firms in Arbil have reported fewer staff.

5. Do you employ any women in your company?

Table 5. Employment of Women

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Yes 63 68 63 91 41 43
No 34 29 27 9 57 56
Not sure 3 3 11 1 2 1

The number of Iraqi firms that employ women has surged since last year. In late 2004,
43% said they employed women; now, the number is 63%. The percentage is even higher
in Baghdad (68%). Notably, in Arbil almost all establishments (91%) employ women.

In each of the cities of Baghdad, Hilla, and Erbil women were employed by at least 60
percent of the businesses polled. While more than half of the firms polled in either Basra
or Kirkuk did not employ women, at least 40 percent of the firms did.

6. Is your business...? (Choose all that apply)

Table 6. Business Ownership

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Sole proprietorship 42 32 41 51 47 56
Family-owned 25 19 19 44 24 29
Partnership/Corporation 30 48 34 4 22 14
Foreign-owned 0.2 -- -- 1 -- -
Previously government- ) 0.4 7 . 7 1
owned
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Nearly half of all businesses surveyed are sole proprietorships (49%). Nearly one in three
(30%) are partnerships or corporations, and almost one in five (19%) are family-owned.

The highest concentration of partnerships and corporations is in Baghdad (48%),
followed by Hilla (34%). There are small clusters of former state-run companies (7%) in
both Hilla and Basra. A majority of firms in Kirkuk (56%) and Arbil (51%) are sole
proprietorships, and most of the rest in Arbil say they are family-owned (44%).

Apart from a sole establishment in Arbil, not one respondent manages a foreign-owned
business.

7. Does your business primarily serve...?

Table 7. Customer Base

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Consumers 76 78 80 94 68 55
Other 15 18 10 4 17 18
businesses
Government 7 3 6 2 13 18
Foreign markets 2 0.4 3 -- 1 6
Not sure 1 1 1 -- 1 3

Three-quarters of Iraqi businesses (76%) sell directly to the consumer, a number
consistent with last year’s finding. Another 15% sell to other businesses, up from last
year’s number of 10%. Only 7% focus on government contracts, though that number is
almost twice as high in Basra (13%) and Kirkuk (18%) -- a change from last year, when
government contracts were centered in Baghdad (13%).

Kirkuk has the most diverse mixture: just over half of its firms sell directly to consumers
(55%), while another 18% each sell to other businesses and to the government.

Virtually all businesses in Arbil sell directly to consumers (94%), an interesting finding
given that almost half of Arbil’s firms are manufacturers (41%).

Generally speaking, newer businesses are more likely to focus on the consumer market:
73—75% of those founded in the 1980s and 1990s, rising to 82% of those founded since
2000.

8. In the next six months, do you plan to...? (Choose all that apply)

Table 8. Capital Expansion

% Iraq | Baghdad Hilla Arbil Basra Kirkuk

Employ more people 30 30 29 42 35 6

Purchase machinery 24 23 35 15 40 8
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Purchase or rent 23 27 6 40 17 8
building space

Boost efficiency 6 6 17 1 1 4
Increase capital -- 0.3 -- -- -- --
Not sure 18 13 13 2 7 74

Preferred means of expansion vary widely. 30% want to hire more staff, 24% want to
purchase machinery, and 23% want to purchase or rent building space. The percentage of
those who want to boost efficiency is highest in Hilla (17%).

Intriguingly, three out of four respondents in Kirkuk (74%) are not sure whether they will
expand in the near future, a striking contrast with their counterparts. In Arbil, most
business owners are focused either on hiring staft (42%) or on buying or renting building

space (40%).

Virtually no Iraqi firms plan to increase their capital.

9. How do you now finance your business and finance expansion?

(Choose all that apply)

Table 9. Sources of Capital Funding

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Retained 46 35 37 70 74 27
profits
Business 32 39 33 24 10 45
savings
Private savings 8 7 13 3 2 18
Bank loans 7 7 9 3 13 6
Private loans 5 9 4 1 1 1
Not sure 3 4 3 - 1 3

Retained profits are the primary means of capital funding for almost half (46%) of Iraqi
businesses. This is particularly true in Basra and Arbil, where fully seven in ten firms

(70-74%) rely on profits retained. Business savings are the second most popular choice
(32%), and in Baghdad (39%) and Kirkuk (45%) they are the top source of funding for

expansion.

Owners in Hilla are somewhat more likely to draw on their private savings (13%).
Proprietors in Basra are more likely to obtain bank loans (13%).

Not surprisingly, older companies are more likely to fund their expansions with business
savings (62% of those founded in the 1960s). Newer outfits focus on retaining profits
(52-55% of those founded since 1990).
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10. How do you pay for goods and services?

Table 10. Means of Exchange

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Cash 72 83 68 72 56 63
Bank transfer 24 14 23 26 43 26
Bank credits 1 -- 2 -- -- 5
Credit cards 1 -- 2 1 - -
Barter 2 2 -- 1 --
Not sure 1 2 -- - 1 1

Cash is the preferred method of payment throughout Iraq, with 72% of businesspeople

calling it their primary means of exchange. This is particularly true in Baghdad, where an
overwhelming 83% now prefer cash -- in contrast to last year, when three in ten Baghdad

proprietors chose bank transfers.

Bank transfers are still preferred by 24% overall, including a strong 43% in Basra, where

comfort with cash is lowest (56%).

Barter and bank credits are not in favor anywhere in Iraq, and credit cards have little

penetration.

11— 13. Now, I would like to ask you a series of questions on projections in employment,

business growth, and financial factors in general. Considering the next six months, do
you expect the following to increase, decline, or stay about the same?

Table 11. Projected Sales, Employment, and Profit Growth

Y our business sales
Employment
Your profit

Your business sales
Employment
Your profit
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Increase

| 54
| 38
I

45

Increase

| 98
| 94
I

92

% Iraq

Decline

6
7
5

Arbil

Decline

Baghdad
Stay Increase Decline
same
32 | 32 8
50 | 11 8
32| 16 7
| Basra
Stay Increase Decline
same
2 | 90 3
5 | 69 4
5 1 90 3

16

Stay

44
70
55

Stay
same

3
23
3

| Hilla
Increase Decline

| 73 6

| 55 16

| 72 3

| Kirkuk
Increase Decline

| 15 5

| 4 4

| 3 7
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Stay
s

Stay

same

15
29
21

ame

77
88
36



54% believe that sales will increase in the next six months. In Basra (90%) and Arbil
(98%) virtually all business owners and managers anticipate sales growth. More than
three-quarters of respondents in Kirkuk (77%) expect sales to stay flat, as do almost half
of respondents in Baghdad (44%). In no city do more than 8% of respondents think sales
will drop in the next six months.

Newer businesses are the most optimistic about upcoming sales growth. More than 60%
of firms founded since 1990 expect their sales to rise in the next six months, compared
with roughly 30% of firms founded between 1970 and 1990, and 40% of firms founded
before 1970.

38% of Iraqi business owners think employment will increase in the next six months.
The situation is less optimistic in Baghdad and Kirkuk, where 70% and 88% respectively
expect no growth in employment over the next six months. Business owners in Arbil and
Basra are more optimistic; strong majorities of 94% and 69%, respectively, anticipate
imminent job growth. Opinion in Hilla is somewhat mixed, but 55% anticipate growth.

As with sales, newer companies are the most likely to anticipate job creation in their
communities: more than 44% of all firms opened since 1990 see new hires on the short-
term horizon, compared with at most 20% of older firms. This is in contrast to last year,
when owners of newer companies were more worried than their better-established
counterparts.

Almost half of those surveyed (45%) expect their profits to grow in the next six months, a

slight drop from the last year’s number of 50%. Only 5% expect profits to decline. 32%,
however, expect profits to stay the same, and 18% say they are not sure.

14. Regarding the general economic outlook in Iraq for the next two years, do you expect
the economy to...

Table 12. Economic Outlook for Iraq

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Substantially 42 43 2% 76 60 3
grow
Somewhat grow 35 18 64 21 33 63
Grow 77 61 90 97 93 66
Somewhat retract 3 3 4 -- 2 4
Substantially 03 0.4 . . . 1
retract
Retract 3 3 4 0 2 5
Remain the same 11 19 4 1 5 15
Not sure 9 17 2 2 - 14
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Iraqis are optimistic about the future. While less than half of business owners (45%)
expect their own firms’ profits to climb in the next six months, more than three-quarters
(77%) anticipate growth in the national economy over the next two years. Few (3%)
expect a contraction.

Attitudes are most hopeful in Arbil, where respondents are nearly unanimous in
expecting the economy to grow (97%). The numbers in Basra (93%) and Hilla (90%) are
similarly high.

Surprisingly, younger businesspeople have grown much less hopeful about the national
economy than their elders. Among young adults, 58% anticipate growth -- a significant
drop from last year’s 91%. This age group is now twice as likely as other Iraqis (8%) to
anticipate a recession. Most optimistic are those over 65 years old (81%) and those
between 30 and 49 (80%).

15. Do you feel that basic services in Iraq, such as water and electricity, are functioning
below, at the same level as, or at better levels than they were before the fall of Saddam
Hussein’s regime?

Table 13. Post-Saddam Basic Services

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Below 48 59 26 96 9 34
Same 37 39 52 4 19 64
Better 14 1 20 -- 68 2
Not sure 2 2 - 4 -

Infrastructure has become a major issue in post-Saddam Iraq. Virtually half of all

business operators (48%) believe that Iraq’s basic services, such as water and electricity,
was better under Saddam. Only 14% said they believe these services are better now.

The discontent is strongest in Baghdad (59%) and in Arbil (where, at 96%, it is almost
unanimous). In contrast, most respondents in Basra feel that basic services have improved
since Saddam’s fall (68%). Majorities in Kirkuk (64%) and Hilla (52%) say things are

largely unchanged.

Owners and managers of companies founded in the 1950s and ’60s are unanimous
(100%) in feeling that Iraq’s water and electrical services were better under Saddam.
Those at companies founded since 1970 have mixed opinions, although a small majority
of those at the very newest firms (56%) share their elders’ view that that state of these
basic services is worse.

16. Do you feel that the business environment is better now, or was it better before the
fall of Saddam Hussein’s regime?
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Table 14. Post-Saddam Business Environment

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Better now 49 41 77 16 80 41
Better under 26 21 5 83 15 16
Hussein
No difference 22 34 15 - 3 41
Not sure 3 4 3 1 2 2

Business leaders are upbeat about Iraq’s business environment. Similar to last year’s
results, roughly half (49%) say the business environment is better now than it was under
Saddam. One in four, on the other hand, say the business environment was better under
Saddam (26%), and one in five say there has been no change (22%).

Only in Basra (80%) and Hilla (77%) do a strong majority report an improved business
environment. Respondents in Baghdad and Kirkuk have mixed opinions; 41% in each
city say the business environment has improved, but another strong minority (34% and
41%, respectively) say things have not changed.

It is worth noting that 20% of respondents in last year’s poll said they were not sure how
to assess the business environment -- a number that has now dropped to 3%.

17. Which regions or countries do you feel offer the best opportunities for Iraqi
businesses to find new business opportunities, either through private sector partnership,
exports, or imports? (Choose all that apply)

Table 15. Extra-national Business Opportunities

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Gulf States 23 20 23 25 22 38
Syria 13 15 7 3 21 6
Lebanon 12 16 6 2 13 -
Europe 11 8 26 31 3 6
Turkey 11 8 1 33 5 10
Jordan 10 15 8 -- 6 5
U.S. 9 9 4 2 8 21
Iran 9 7 16 4 19 3
North Africa 0.4 -- -- -- 3 --
None 1 1 5 04 0.3 1
Not sure 1 0.3 4 -- 1 1

Collectively, Iraqi business leaders are most positive on relationships with companies in
the Gulf States (23%). This is true throughout the country, and especially in Kirkuk
(38%). No other destination comes close; Syria, Europe, and Turkey are the closest
competitors, named by half as many respondents nationally.
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Managers in Arbil strongly favor Turkey (33%) and Europe (31%). A slight plurality of
those in Hilla (26%) lean toward Europe. Syria is favored by managers in Basra (21%)
and Baghdad (15%). Iran is popular in Basra (19%) and Hilla (16%). Lebanon (16%) and
Jordan (15%) make strong showings in Baghdad as well. The U.S. is favored by 21% in

Kirkuk.

No respondent named Saudi Arabia, Egypt, Oman, Malaysia, China, or Japan, all of

which were options.

The age of a respondent’s business has little bearing on this question. Leaders of the
oldest firms show somewhat less interest in international business generally.

18. In the future, do you expect Iraqi government policy towards businesses to improve

or decline?

Table 16. Prospects for Pro-Business Government Policies

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk

Substantially improve 34 38 33 35 56 3

Somewhat improve 35 27 57 58 23 21
Improve 69 65 90 93 79 24
Somewhat decline 1 2 -- 4 11
Substantially decline 1 1 2 -- 1 1

Decline 4 0 5 12
Remain the same 22 3 2 8 35
Not sure 12 2 4 8 29

The percentage of business leaders who expect national policies to improve has dropped
slightly since last year, from 76% to 69%. The percentage who expect policies to worsen
has also dropped, from 9% to 4%. What’s new this year is that four in ten respondents

either don’t know (11%) or believe business policies will not change (16%).

Attitudes vary significantly throughout the country. Respondents in Arbil and Hilla are
especially optimistic: fully 93% of managers in Arbil and 90% in Hilla expect business
policies to improve, as do 79% in Basra and 65% in Baghdad. In Basra, more than half
(56%) expect policies to improve substantially, while in Hilla, more than half (57%)

expect policies to improve only somewhat.

Optimism is dramatically lower in Kirkuk (24%), which has the largest proportion (12%)
say they expected the government’s business policies to get worse. However, generally
speaking, business leaders in this region simply are not sure what they expect to happen
(29%) or don’t expect any change (35%).

Older companies are more likely than newer firms to expect more of the same; roughly
half of companies founded before 1980 believe that nothing will change. Companies

founded since 1980 generally expect improvement, or don’t know what to expect.
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19. Do you feel that opening Iraq to the international business community will improve

or hurt your business?

Table 17. Foreign Investment and an Open Iraq

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Substantially improve 41 43 45 29 74 8
Somewhat improve 41 35 42 66 13 57
Improve 82 78 87 95 87 65
Somewhat hurt 4 0.4 5 -- 5 15
Substantially hurt 0.3 -- 1 -- -- 1
Hurt 4 0.4 6 0 5 16
Make no difference 9 11 4 -- 8 16
Not sure 6 11 3 5 -- 3

More than eight in ten of Iraq’s business operators (82%) believe that opening Iraq’s
borders to international business will help their own firms, down only slightly from last

year’s 86%. Fully half of that majority (41%) feel open borders will substantially

improve their business. One in ten (9%) say open borders would make no difference to

them, and one in twenty (6%) are not sure how open borders would affect them.

Businesspeople in Basra are particularly eager for an open business policy, with an
overwhelming 74% saying it would improve their business substantially.

The few respondents who take a protectionist stance are largely in Kirkuk, where 16% of
respondents say an open policy would hurt their business. Most of those in Kirkuk who

favor an open policy are inclined to believe it will only somewhat improve their business
(57%) -- as is the case with businesses in Arbil (66%).

Owners and managers of the oldest firms, opened before 1970, are not sure what effect
open borders would have. Owners of the newest firms, opened since 1990, are strongly

optimistic.

20. Do you feel that the doors to international trade should be opened fully, limited, or

closed?

Table 18. Desirability of Open Economic Borders

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Opened fully 50 41 61 99 52 12
Limited 40 46 35 -- 40 67
Closed 2 2 -- -- 2 6
Makes no difference 4 5 1 1 1 9
Not sure 4 6 3 -- 5 6
Center for International Private Enterprise 21 Zogby International




In keeping with Question 19, a vast majority of owners and managers want Iraq to open
its doors to international trade (90%) -- even those who would not necessarily benefit
personally.

This sentiment holds throughout the country, but it is nearly unanimous in Arbil -- 99%
of owners and managers want the doors to international trade opened fully -- and notably
strong in Hilla and Basra. In Hilla, 96% want open doors and 61% want them opened
fully; in Basra, 92% want open doors and 52% want them opened fully.

21. Are Iraqi commercial laws and regulations easily available and understandable to
the Iraqi business community?

Table 19. Availability/Ease of Use of Commercial Law

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Yes 39 39 50 68 12 25
No 49 46 43 27 85 46
Not sure 13 14 7 5 3 29

Iraqi business leaders have had mixed experiences with commercial laws and regulations.
39% say Iraq’s laws are easily available and understandable, but 49% say this is not the

casc.

Businesspeople in Arbil (68%) and Hilla (50%) as the most favorably inclined towards
Iraqi commercial laws and regulations. In every other region, a majority of owners and
managers feel the laws are inaccessible or opaque; this is particularly true in Basra

(85%).

Younger entrepreneurs are slightly more likely to say these laws are difficult to access,
which may simply reflect their inexperience.

22. Outside of security, which of the following are the most important issues responsible
for the lack of growth in the Iraqi business community? (Choose up to five)

Table 20. Factors Impeding Growth of Iraqi Businesses

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Lack of legal and 18 16 25 17 18 20
regulatory enforcement
Outflated capital 14 15 7 17 1 14
equipment
Lack of information in
regards to contracts, legal 13 17 10 12 12 8
regulations, and business
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information

High taxation

12

10

13

19

18

Lack of international
partners

12

16

11

Inability to communicate
effectively inside and
outside Iraq

11

14

12

16

Lack of access to credit
from banks and other
financial service
companies

11

10

16

12

Lack of clear property
rights

8

4

14

16

Lack of access to the
Internet/e-mail

3

2

0.2

2

3

None / Not sure

0.3

0.2

1

0.2

Apart from security, the most commonly perceived obstacle to economic growth is Iraq’s
lack of legal and regulatory enforcement, cited by one in five businesspeople (18%).
Another common complaint is outdated capital equipment (14%).

Other problems are lack of information regarding contracts and regulations (13%), high
taxation (12%), lack of international partners (12%), and the inability to communicate

effectively both inside Iraq and abroad (11%).

In Baghdad, certain concerns are amplified: lack of information regarding contracts and
regulations (17%), outdated capital equipment (15%), lack of international partners

(16%), and the inability to communicate effectively (14%).

Lack of legal enforcement is particularly acute in Hilla (25%). Businesspeople in Kirkuk
are particularly concerned about high taxation (18%) and the lack of clear property rights
(16%).

Internet access does not strike most business owners as a major problem. Only in Hilla
does the number who want better access rise to 8%.

23. In regards to legal and regulatory statutes currently in place, which of the following

is needed more by the Iraqi business community?

Table 21. Enforcement vs. New Laws

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Effective enforcement
of existing laws and 40 41 33 15 53 57
regulations
More laws and 41 55 64 5 40 18
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regulations

Not sure 19 4 3 80 7 25

Four in ten Iraqi business leaders (41%) want to see more laws and regulations for
business. This number is down significantly from last year’s 62%, although majorities

still hold in Hilla (64%) and Baghdad (55%).

Another four in ten (40%) just want the existing laws better enforced. This view is
particularly strong in Kirkuk (57%) and Basra (53%).

A striking four out of five businesspeople in Arbil (80%) have not made up their minds
on this question.

Managers of the oldest firms, founded in the 1950s and ‘60s, are more likely to advocate

new laws and regulations, whereas owners of newer firms are somewhat more likely to
say they don’t know which option would prove more beneficial.

24. Are there other legal and regulatory issues you’d like to see changed?

Table 22. Changes to Business Law and Regulation

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Yes 7 4 16 5 1 9
No 94 95 84 95 99 91

Very few businesspeople (7%) have other regulations in mind.

25. Do you strongly agree, somewhat agree, somewhat disagree, or strongly disagree
that the security situation is better now than immediately after the fall of Saddam
Hussein’s regime?

Table 23. Security Improved Since Post-Saddam Period?

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Strongly agree 27 34 22 6 64 1
Somewhat agree 30 37 28 4 20 47
Agree 57 71 50 10 84 48
Somewhat disagree 29 16 32 68 11 39
Strongly disagree 9 8 17 17 -- 4
Disagree 38 24 49 85 11 43
Not sure 5 6 1 5 5 9
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Opinion is somewhat mixed on the current state of security in Iraq. More than half of all
business leaders (57%) feel security is better now than it was in the aftermath of
Saddam’s fall, but a significant 38% disagree.

Security gets the best reports in Basra (84%), where two in three feel strongly that
security has improved since the post-Saddam period (64%). Business leaders in Baghdad
also report improvement in large numbers (71%), though only half that many agree
strongly.

In Arbil, the situation is far less promising. An overwhelming 85% of Arbil’s
businesspeople feel security has not improved since that turbulent time. They are
followed by respondents in Hilla and Kirkuk, where almost half of business operators say
likewise

(43-49%)

26. Outside of security, which of the following is the most important need of the Iraqi
workforce today?

Table 24. Non-Security Needs of Iraqi Workforce

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Computer training
(Int;met/ e-mail/ 33 29 53 . 41 1
business software
applications)
English-language 25 15 1 92 17 6
training
Better education system 14 24 7 2 7 13
Create work 14 9 13 - 1 43
opportunities
Better work ethic 7 8 9 3 12 4
Knowledge of
international standards 4 3 2 3 10 3
related to their work
None / Not sure 3 2 5 -- 2 10

The number-one need of Iraq’s workforce, say business owners and managers, is

computer training (33%) -- up 7% from last year. Following by some distance, at a level
similar to last year’s, is English-language training (25%).

Computer literacy is particularly wanting in Hilla (53%), whereas managers in Kirkuk
(21%) and Arbil (0%) see far less need for it. In Arbil, most want training in English

(92%).
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The need for a better education system is felt primarily in Baghdad (24%). The basic
need for more work opportunities is -- as we have seen elsewhere -- most acute in Kirkuk

(43%).

New firms are by far the most likely to cite English-language training: 38% of firms
founded since 2000 say English is their most urgent need.

27. For which employee/job is there the highest demand today?

Table 25. Types of Positions in Demand

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Skilled labor 32 34 30 37 29 24
Military 30 31 28 52 12 15
Management 11 7 21 2 29 8
IT 7 10 3 2 6 8
Education 6 8 3 -- -- 20
Technical 5 1 4 2 12 10
Law enforcement 5 5 5 4 5 6
Unskilled labor 2 3 1 -- 2 1
Professional 1 0.4 1 -- - 4
Secretarial 1 04 2 -- 3 1
None / Not sure 2 1 1 1 2 5

The two labor segments in the highest demand are skilled laborers (32%) and military

officers (30%). Management is a distant third (11%), and no other segment rates

nationally.

Opinion varies little across regional lines, with a few exceptions. Owners and managers
in Arbil express demand for military officers (52%). Those in Kirkuk are the most likely
to see a need for teachers (20%). Companies in Basra need more managers (29%).

28. Do you feel the newly elected government is operating in a transparent manner
regarding the awards of contracts through the various ministries?

Table 26. Transparency of Government Contract Awards

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Yes 23 14 65 4 38 7
No 61 59 28 94 53 74
Not sure 16 26 7 2 9 19

Business owners and managers are generally dissatisfied with the Iraqi government’s
contract awards. 61% do not feel the process is above-board, a number that shoots up to
74% in Kirkuk and an overwhelming 94% in Arbil.
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Only in Hilla do a majority (65%) feel that contracts are awarded in a fully transparent

manner.

29. Do you strongly agree, somewhat agree, somewhat disagree, or strongly disagree
that the new government does a good job representing and protecting the interests of

Iraqi businesspeople like yourself?

Table 27. New Government Protecting Business Interests?

% Iraq | Baghdad | Hilla Arbil Basra Kirkuk
Strongly agree 18 21 35 -- 29 4
Somewhat agree 29 34 44 9 42 7
Agree 47 55 79 9 71 11
Somewhat disagree 16 17 10 10 6 37
Strongly disagree 4 5 4 1 2 8
Disagree 20 22 14 11 8 45
Not sure 32 23 7 79 21 44

Opinion is mixed on the new government’s responsiveness to business owners. On the
whole, almost half of Iraq’s owners and managers (47%) feel the new government

represents and protects their interests, but only 18% hold this view strongly. 20%

disagree that the government has their interests in mind, but again, only 4% hold this

view strongly.

Businesspeople are most optimistic on the new government in Hilla (79%) and Basra
(71%), where strong majorities agree that the government is serving their needs. Very
few businesspeople agree in Kirkuk (11%) or Arbil (9%); rather, almost half in Kirkuk
(44%) and four out of five in Arbil (79%) are not sure.

30. Which political parties best represent the views of the Iraqi business community?

(Choose all that apply)
Table 28. Political Parties Best Representing the Business Community*

% Iraq | Baghdad | Hilla Arbil Basra Kirkuk
Iraqi National
Accord Movement 13 25 B B / /
Patriotic Union for
Kurdistan (PUK) 1 8 ! 40 ! 3
Islamic al Da’wa 11 7 39 -- 19 1
Kurdistan
Democratic Party 9 2 -- 38 -- 12
(KDP)
SCIRI 8 8 12 -- 21 --
Islamic al Da’wa
(Iraq Organization) 8 1 1 B 10 !
Kurdistan Islamic 7 -- -- 20 -- 24
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Union
Iraqi Nat’l Congress 5 10 3 -- 1 1
Iraqi Islamic Party 5 2 -- 2 32
Badr 4 2 6 -- 18
Iraq Nptables ) 3 1 _ _ 1
Council
Sayyid al-Shuhada 1 0.4 2 -- 6
Independent Iraqi --

o 1 2 1 -- --
Commission
Islamic Action 1 1 1 2 1
Not sure 3 6 1 4 2
None 10 12 16 1 7 11

* Percentages below 1% excluded from table.

In a sweeping change since last year, Iraqi business operators are now identifying the
political parties they feel best represent them. Last year, before the national election, an
overwhelming 72% said they did not know which party represented their views, or none

at all did.

The most popular party overall is the Iraqi National Accord Movement, favored by 13%
of businesspeople nationwide and 25% in Baghdad. Close behind are the PUK (11%),
Islamic al Da’wa (11%), and the KDP (9%)).

25% of respondents in Baghdad believe the Iraqi National Accord Movement represents
their views. Islamic al Da’wa gets a particularly strong response in Hilla (39%). The Iraq
Islamic Party makes a strong showing among businesspeople in Kirkuk (32%), as does
the Kurdistan Islamic Union (24%). The SCIRI takes a slight plurality in Basra (21%),
followed by Islamic al Da’wa (19%) and Badr (18%).

In Arbil, most businesspeople prefer the PUK (40%) or the KDP (38%). One in five
(20%) support the Kurdistan Islamic Union.

31. Have you attempted to borrow money to start or expand your business?

Table 29. Loans Sought for Business Expansion

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Yes, and I received the 13 14 20 ) 4 24
amount requested
Yes, and received less 16 14 7 5 ) 51
than requested
Yes,‘but‘ my credit ' 2 7 14 4 B 17
application was declined
No, I h?lve not gttempted 53 47 54 29 9 6
to obtain financing
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Not sure 11 24 4 - 2 2

More than half of Iraq’s business owners have never tried to borrow money to start or
expand their firms (53%). This number is even higher than last year’s, indicating that
most new firms have opened without the aid of loans: proprietors of 66% of the firms
founded since 2000 say they have never applied for financing.

In Arbil and Basra, loans are almost unknown: between 89 and 92% of business owners
in these regions say they have never even tried to get financing. A smaller majority in
Hilla (54%) say the same, although another 27% have successfully borrowed money.

Applicants in Kirkuk are notably enterprising in applying for loans, but almost as notably
unsuccessful in getting them. More than half (51%) say they applied for a loan at one
point but received less than they requested, while another 17% were rejected outright.
Quite a few applicants in Hilla have the same problem, as they did last year: 14% have
been rejected.

32. If you attempted financing, which of the following did you approach for financing?
(Choose all that apply)

Table 30. Sources of Business Loans

% Iraq Baghdad Hilla Arbil Basra Kirkuk

Friends and 33 16 49 15 ” 48
relatives

Private bank 24 33 5 46 -- 20
State-owned bank 17 24 10 -- -- 15
Business partners 13 6 24 23 -- 15
Micro-fund loan 9 19 7 -- 33 --
International donor 1 - 2 8 17 --
None / Not sure 3 2 2 8 50 1

Friends and relatives remain the funding source of choice in Iraq, preferred by more than
one in three business owners (34%). By some distance, they are followed by private
banks (22%) and state banks (17%). However, responses are mixed and preferences vary
by region.

Banks are strongly preferred in Baghdad -- 33% of respondents have approached a
private bank, while 24% have approached a state-owned bank. Personal networks of
friends and relatives prevail in Hilla (49%) and Kirkuk (48%). Entrepreurs in Arbil rely
heavily on private banks (46%) for occasional infusions of cash.

Responses are mixed regardless of a company’s age, with one exception: older

companies are the most likely to apply for micro-fund loans (32% of firms founded in the
1960s).
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33. Which of the following means of communication are used most often by your
company to conduct business? (Choose all that apply)

Table 31. Communication Technology

% Iraq | Baghdad Hilla Arbil Basra Kirkuk

Mobile phone 35 30 62 27 51 43
Land-line telephone / 27 26 24 75 30 1
conference calls

Wireless phone 19 22 7 24 13 13
Fax machine 10 1 23 3 3
E-mail/Internet 04 1 0.3 -- -
Postal mail 4 2 1 1 1
Face-to-face meetings 4 2 -- 3 7
Not sure 04 0.3 2 -- -- -

More than one in three business owners and managers (35%) rely primarily on their
mobiles to conduct business. More than one in four (27%) rely on their land lines, and
19% prefer a wireless phone.

Fax machines are preferred by almost one in four respondents in Arbil (23%). E-mail has
not yet taken hold, even in Baghdad.

34. If you are not currently using computers and the Internet in your company, what is

the principal reason?

Table 32. Reasons for Not Using Computers and Internet

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Cost 18 6 20 9 8 39
Lapk of computer 1 10 41 . 24 10
skills
They are not 24 2 8 36 21 45
necessary
They are not
available 3 ! 12 B B
Not sure 32 59 19 55 43 6
Other 2 | 1 -- 4 --

Many businesspeople have no particular reason for not using computers and the Internet
(32%). Another 24% say they simply aren’t necessary, and 21% say they don’t have the

requisite skills.
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In Hilla, lack of computer skills is the primary obstruction to adopting new technologies
(41%), while cost is a major problem in Kirkuk (39%). 45% in Kirkuk say computers

aren’t necessary in their line of work.

Responses are vague in Baghdad and Basra, where 59% and 43%, respectively, say they
aren’t sure why they haven’t made the switch. This is a change from last year, when 29%
in Baghdad said cost was the major obstacle.

Notably, responses are similar among older and newer companies. Older firms are
slightly more likely to say that computers aren’t necessary.

35. If the government (whether legislatively or administratively) could do anything to
help you in your business, what would it be?

Table 33. Desired Government Actions

% Iraq

Baghdad

Hilla

Arbil

Basra

Kirkuk

Control the security
situation

33

45

21

17

33

Support availability
of raw materials

13

21

25

15

30

Facilitate entry/exit
of goods at border

17

Decrease taxes on
incoming goods

Loan and bank facilities

Do not increase taxes

Protect local production

Control quality of
imports

[98) W [ |n (9]

Give bids/tenders
directly to Iraqi
companies

Encourage tourism /
Ease tourist entry

Open international
airports

Solve electricity
problem

Control chaos in labor
market

Expand work of
companies to outside
world

Replace customs
employees with honest
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ones
Create credit cards 1 2 -- -- 1 --
Stabilize currency 1 -- -- -- 5 --
Initiate a law protecting 1 . . 7 B 3
property rights

Impose taxes on 1 N N . . 5
imported goods

Call for honest 1 1 . N . 5
bids/tenders

Nothing 1 -- -- 7 4 --

Other responses (number in parentheses denotes frequency of response):
Create work opportunities for fresh graduates (2, Hilla)

Extend working hours in government institutions (2, Hilla)

Establish computer training sessions/centers (2, Kirkuk and Arbil)

Give women incentives to join labor market (1, Hilla)

Establish a new government to stabilize the situation (1, Basra)

Specify working hours and salaries (1, Kirkuk)

Social security for construction/skilled workers (1, Kirkuk)

The number-one way in which Iraq’s government could help the business community is
to get the security situation under control (33%). All other possibilities get just a fraction
of this response. Not surprisingly, the security problem is most acute in Baghdad, where
almost half of all business owners and managers (45%) cite it as their greatest obstacle.

Other ways in which the government could help businesses are: support the availability
of raw materials (13%), facilitate the movement of goods at the nation’s borders (9%),
decrease taxes on incoming goods (5%), and establish more loan and bank facilities (5%).

Loan and bank facilities are particularly wanted in Arbil (25%), a finding that explains
the lack of loan applications revealed in Question 31.

Security is not such a pressing matter in Kirkuk (8%), where managers are primarily
concerned with obtaining raw materials (30%). In Hilla, managers are equally concerned
with security and raw materials (21% each).

Older companies are far more likely than newer ones to focus on raw materials: 40% of
firms founded in the 1970s say they could use help from the government in this area,

compared with 31% of those founded in the 1980s and roughly 10% of those founded
since 1990.

36. Do you feel that women and men have the same opportunities in any of the following
areas? (Choose all that apply)

Table 34. Opportunities for Women
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% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Running a business 34 29 33 70 33 20
day to day
jC(})ebttlng professional 23 17 37 6 49 73
Starting a business 10 11 12 15 11 2
Financing a business 7 13 2 3 1 5
Not sure 26 30 17 6 13 51

Only a minority of respondents feel that women have equal opportunities in the Iraqi

business world. 34% of business owners and managers feel that women and men have the
same opportunities to run a business day to day. This percentage soars in Arbil (70%) and
is lowest in Kirkuk (20%).

Just 23% of business leaders believe women have equal opportunities to get professional
jobs, and the number is even lower in Baghdad (17%). In Basra and Hilla, women are

perceived as more readily employable (42% and 37%, respectively).

37. Based on your previous experience with a chamber of commerce or business
association, do you perceive them as...?

Table 35. Experience with Chambers of Commerce

% Iraq | Baghdad Hilla Arbil Basra Kirkuk

Essential 11 3 10 44 6 4
Very beneficial 19 20 14 35 11 13
Somewhat 31 38 23 19 14 50
beneficial

Rarely beneficial 12 14 23 2 8 13
Not beneficial 10 2 19 - 41 2
Not sure 17 25 11 - 20 18

Chambers of commerce are seen as essential by almost half of Arbil’s businesspeople
(44%). Otherwise, they are generally seen as “somewhat beneficial” or, in the case of
Basra, “not beneficial” (41%).

Business owners and managers in Baghdad have entirely mixed responses, with a
plurality (38%) saying chambers of commerce are somewhat beneficial. Half of the
businesspeople surveyed in Kirkuk (50%) share this moderate view.

The total percentage of respondents saying that chambers of commerce are beneficial or
essential -- 61% -- is substantially lower than last year’s figure, 72%. The number who
consider them rarely or never beneficial (22%) is exactly the same as last year’s. As we
have seen elsewhere, the difference may lie in the 17% who say they are not sure. The
security situation has likely discouraged some businesspeople from seeking advice in a
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chamber of commerce, especially in Baghdad, where 25% of owners and managers have
no experience to share.

Unlike last year, this year does not find any particular attachment to chambers of
commerce in Hilla. A total of 47% say Hilla’s chambers of commerce are beneficial or
essential, substantially down from last year’s 80%.

In keeping with last year’s findings, newer companies are far more likely than older firms
to find chambers of commerce essential. Otherwise, however, opinion does not vary
between newer and older companies.

38. Do you visit your local chamber of commerce?

Table 36. Utilization of Chambers of Commerce

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Frequently 16 14 5 54 8 3
Sometimes 31 43 16 33 12 28
Rarely 27 28 32 6 24 45
Never 19 7 40 4 40 22
Not sure 7 8 6 2 16 2

Nationwide, a total of 48% of business leaders visit their local chamber of commerce
frequently or occasionally. Another 26% say they rarely make use of their chamber, and
18% say they never do.

Chambers of commerce are most enthusiastically utilized in Arbil, where 54% visit
frequently and most of the remainder (33%) visit on occasion. Businesspeople in Hilla
and Basra are the most likely to ignore their local chamber altogether (40% each),
followed by Kirkuk, where 22% never visit and another 45% rarely visit.

Owners and managers of the newest firms are the most likely to say they visit their

chamber of commerce frequently (15-21% of those founded since 1990). Otherwise,
utilization does not vary between older and newer firms.

39. What are the most important services you feel that your local chamber of commerce
should provide?

Table 37. Desired Chamber of Commerce Services

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk

Provide members with
information they can 20 12 7 63 9 16
use

Short seminars and

workshops on business 16 1 24 13 28 11
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development

Lobby to accomplish

objectives of industry 15 21 27 1 > 6

Disseminate
information on state 9 8 11 7 9 10
and nat’] regulations

Establish standards of
performance for the 9 15 1 2 7 9
profession

Design studies to
improve members’ 7 6 11 2 6 10
products and services

Publish neyvsl@tters/ ‘ 3 1 2 1 4 3
membership directories

None 9 16 7 - 4 8

Not sure 13 11 6 - 28 26

Respondents are quite enthusiastic about the possibilities for chambers of commerce. One
in five would simply like practical information (20%). Many express an interest in
seminars and workshops on business development (16%), including one-quarter of
business leaders in Basra (28%) and Hilla (24%)..

Owners and managers in Baghdad would most like to see chambers of commerce lobby

the government on their behalf (21%). This view is shared by a plurality of respondents

in Hilla (27%). Another 15% in Baghdad would like to see standards of performance for
the business profession.

Not surprisingly, the newest firms are the most likely to ask for practical information:
28% of those founded since 2000 and 21% of those founded in the 90s.

40a. Are there any business associations in Iraq that are doing a good job representing
the needs of business to government?

Table 38. Effective Business Associations

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Yes 7 7 21 4 3 2
No 67 64 60 94 84 36
Not sure 26 29 19 2 13 62

More than two-thirds of business leaders say there is no effective lobbying group to speak
of (67%), and most of the rest (26%) are not sure. Only 7% say an effective organization
does exist, and these responses come almost entirely from Hilla (21%) and Baghdad
(7%).
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40b. Please specify business associations in Iraq that are doing a good job representing

the needs of business to government.

Only 23 businesspeople nationwide responded to this question, 17 of them in Hilla. Of
these 23, seven (30%) cited the Merchants’ Association.

41. Do you feel that a democratic and diverse government would be good for the
business community?

Table 39. Democratic and Diverse Government: Good for Business?

% Iraq Baghdad Hilla Arbil Basra Kirkuk
Yes 82 79 73 100 75 90
No 10 8 16 -- 19 6
Not sure 8 13 11 -- 6 4

An overwhelming 82% of Iraqi business leaders feel that a democratic and diverse
government would benefit Iraq’s business community. This sentiment is strong in all five
regions surveyed, but particularly in Arbil (100%) and Kirkuk (90%).

42. Do you feel that it is possible for the business community to influence government

policy?
Table 40. Influence of Business Community on Government Policy

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Yes 62 59 66 92 83 18
No 16 17 26 7 9 21
Not sure 22 25 9 1 8 61

62% of business leaders feel that it is possible for Iraq’s business community to influence
government policy. This is especially true in Arbil (92%) and in Basra (83%), where
overwhelming majorities share this confidence. The sentiment is more moderate in Hilla
(66%) and Baghdad (59%), but in Kirkuk it is nearly absent: just 18% feel they can
influence government policy, while 61% say they are not sure.

The fall of Saddam Hussein’s regime has brought some changes. Proprietors and
managers of newer firms are far more likely to feel that they can make their voices heard:
73% of firms founded in the 1990s and 70% of firms founded since 2000 take this view.
The percentage drops to 44% of firms founded in the 1980s, 20% of those founded in the
“70s, and 14% of those founded in the ‘60s.

43. Are you optimistic or pessimistic about your country’s economic future?
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Table 41. Outlook: Iraq’s Economic Future

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Optimistic 69 72 70 99 92 9
Pessimistic 6 3 13 -- 3 19
Neutral 22 23 12 1 4 69
Not sure 3 3 5 -- 1 3

The percentage of business leaders who declare optimism about their country’s economic
future is unchanged since last year: 69%. Optimism is more evident in Arbil, where

virtually all business leaders (99%) look on the bright side economically. Outlooks are
almost as positive in Basra (92%), and are positive or neutral in Baghdad (72%) and Hilla

(70%).

Business leaders in Kirkuk take a dimmer view. Just 9% express optimism, while 69%
are neutral and 19% are pessimistic.

In contrast to last year’s results, proprietors and managers of newer companies are now

extremely optimistic: 78% of those at firms founded in the 1990s take a bright view, as

do 74% of those at firms founded since 2000. The same is true of the oldest firms: more
than 80% of proprietors of firms founded in the ‘50s and ‘60s feel good about Iraq’s

possibilities.

44. Are you optimistic or pessimistic about your country’s political future?

Table 42. Outlook: Ira

’s Political Future

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Optimistic 60 58 73 93 71 7
Pessimistic 9 3 13 2 11 24
Neutral 26 35 7 4 9 55
Not sure 6 4 6 1 9 14

Respondents are slightly less confident about Iraq’s political future than they are about
the economy. 60% say they feel good about the prospects, while 26% are neutral and 7%

are not sure.

Optimism runs highest in Arbil (93%), followed by Hilla (73%) and Basra (71%).
Business leaders in Basra and Baghdad show the largest gap in optimism between their
thoughts on the economy and their sense of the political future. Just 58% of business
leaders in Baghdad feel solidly optimistic about the political future, while a significant
35% are neutral.

In Kirkuk, few are optimistic about the political scene (7%). 55% are neutral and 24% are

pessimistic.
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As with the economy, owners and managers of companies founded since 1990s are the
most strongly optimistic about Iraq’s political future.

45. Do you strongly agree, somewhat agree, somewhat disagree, or strongly disagree

that the recent election of a government will result in long-term stability in Iraq?

Table 43. Will Election of Government Bring Long-Term Stability?

% Iraq | Baghdad Hilla Arbil Basra | Kirkuk
Strongly agree 27 33 38 16 35 6
Somewhat agree 44 39 47 80 38 26
Agree 71 72 85 96 73 32
Somewhat disagree 16 13 4 1 10 55
Strongly disagree 3 2 6 1 2 7
Disagree 19 15 10 2 12 62
Not sure 9 13 4 2 15 6

Opinion is somewhat mixed on the prospects for long-term stability following the

election of a new government in January 2005. 71% of respondents agree that Iraq will
achieve stability (71%), and 27% agree strongly. A plurality agree somewhat (44%), and

9% are not sure.

Optimism runs highest in Arbil (96%) and lowest in Kirkuk (32%). Almost two-thirds of
business leaders in Kirkuk (62%) say they do nof think the election of a new government
will result in long-term national stability.

46. Do you strongly agree, somewhat agree, somewhat disagree, or strongly disagree
that Iraq’s elections will lead to greater economic stability in the region?

Table 44. Will Election of Government Bring Regional Economic Stability?

% Iraq | Baghdad | Hilla Arbil Basra Kirkuk
Strongly agree 32 31 28 48 37 20
Somewhat agree 52 55 53 45 40 62
Agree 84 86 81 93 77 82
Somewhat disagree 4 7 1 -- 6 2
Strongly disagree 1 1 5 -- 1 --
Disagree 5 8 6 0 7 2
Not sure 10 6 13 7 16 16

While some have doubts about long-term stability in Iraq itself, business leaders have

more confidence in the ability of Iraq’s elections to increase regional economic stability.
An overwhelming majority agree with this likelihood (84%), and 32% agree strongly. A
majority agree somewhat (52%).
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Optimism runs highest in Arbil (93%) but also, notably, in Baghdad (86%).

47. What do you see as the major sources of corruption? (Choose all that apply)

Table 45. Major Sources of Corruption

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Weak property rights 29 33 25 34 29 25
Govemment dlscretlon / 26 2 29 31 20 33
extraction of bribes
Too many/opaque 16 14 20 23 13 13
regulations
Complicated accounting 10 14 1 5 10 4
rules / tax system
Weak judicial system 8 7 7 3 8 17
Privatization anq 5 7 9 1 5 1
procurement projects
Licensing requirements / 3 1 3 1 7 3
customs documentation
Other 1 6 0.4 7 4
Not sure 1 1 1 0.4 1 0.4

More than one in four Iraqi business leaders complain about two chief sources of

corruption: weak property rights (29%) and the extraction of bribes by civil servants

(26%).

These feelings are shared throughout the country. Businesspeople in Arbil and Baghdad
are particularly concerned about property rights (33—34%). Many owners and managers
in Hilla (20%) are frustrated by regulations.

48. How much do you think corruption adds to the cost of doing business (both physical

resources and time)?

Table 46. Added Costs of Corruption

% Iraq | Baghdad Hilla Arbil Basra Kirkuk

0% 1 - 2 -- 2 -
0-10% 13 16 12 1 28 2
10-20% 21 32 28 7 15 2
20-30% 8 12 6 5 9 2
30-40% 10 1 15 23 14 9
More than 40% 38 31 32 64 7 65
Not sure 11 8 5 - 25 20
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Respondents believe corruption wastes money and time. A plurality of 38% say

corruption adds more than 40% to their cost of doing business; another 18% say it adds

20-40% to their costs.

In Kirkuk two in three (65%) say corruption adds more than 40% to their costs, and one
in five (20%) are not sure. Almost all businesspeople in Arbil (87%) say corruption adds
at least 30% to their costs.

49. What is your general attitude towards corruption?

Table 47. Attitudes Towards Corruption

% Iraq

Baghdad

Hilla

Arbil

Basra

Kirkuk

Corruption is a serious
problem, and more
needs to be done to
combat it

62

60

68

74

71

42

Corruption is a serious
problem, and there is
no improvement in
sight

32

38

21

21

14

56

Corruption is not a
problem

Corruption is a
problem, but we can
live with it

2

2

7

Not sure

3

4

4

1

Very few business leaders are complacent about corruption in Iraq. More than half say
corruption is a serious problem, and more needs to be done to combat it (62%). Most of
the remainder agree that corruption is a serious problem, but hold out little hope for
change (38%). This pessimism is most strongly observed in Kirkuk (56%), while those in

Arbil, Basra, and Hilla are still inclined to fight corruption.

Owners of newer businesses are inclined to feel that corruption needs to be fought.
Owners of older firms generally do not anticipate an improvement.

50. How would you describe the committee in charge of formulating the constitution?

Table 48. Views on Constitutional Committee

% Iraq | Baghdad Hilla Arbil Basra Kirkuk
Very trustworthy 15 14 7 29 23 3
Trustworthy 27 28 32 21 46 8
Fair 42 45 42 33 12 70
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Not trustworthy

5

2

3

14

3

5

Not sure

12

11

15

3

16

14

Four out of ten Iraqi business leaders say the constitutional committee is “fair” (42%),

and a total of 42% describe the committee as “trustworthy” or “very trustworthy.”

Owners and managers in Basra are particularly trusting, while those in Kirkuk (70%) and
Arbil (33%) generally rate the committee as “fair.”

51. What are the three (3) main clauses you would like the new constitution to include?

(Choose three)

Table 49. Desired Constitutional Clauses

% Iraq | Baghdad | Hilla Arbil Basra | Kirkuk
Iraq is an Arab country 18 28 9 -- 26 7
Iraq is a multinational 16 17 11 2 ) 27
country
Isl:fln? is the official 13 13 25 9 19 4
religion
Islam is one source of
legislation among 12 8 23 4 10 23
others
Adoption of Plural
Republican Federal 10 10 4 6 11 18
Regime
Adoptlog of multi- 9 17 4 0.4 3 3
party regime
Admittance of a
government of the 9 -- -- 35 1 12
Kurdistan sector
Islam is thp only source 6 3 18 1 18 )
of legislation
Adoption of United
Republican Regime > > 4 2 ? 4
Do. not state an official 4 1 3 1 1 )
religion
Adoption of one-party 0.2 1 . . . .

regime

The most popular constitutional clause among business leaders is one that would make
Iraq officially an Arab nation (18%). This sentiment is particularly strong in Baghdad

(28%) and Basra (26%).
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Equally popular, however, is a clause making Iraq a multinational country -- an idea that
particularly resonates in Kirkuk (27%) and Arbil (22%), for more Kurdish businesspeople
(22%) than Arabs (12%) overall.

Only slightly less popular (13%) is a clause that would make Iraq an officially Islamic
country. Business leaders in Hilla (25%) and Basra (19%) are particularly keen on this
prospect, and these groups agree in equal numbers (18%) that Islam should be the only
source of national legislation. Many others in Hilla and Kirkuk (23% each) would like to
see Islam named one source of legislation among others. 21% of businesspeople in Arbil
would like the constitution to refrain from naming an official religion.

Many in Baghdad would like the constitution to guarantee a multi-party regime (17%).
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