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Trade Policy 

Virtually no trade policy data for Iraq is available in 
internationally comparable databases and the country’s 
trade policy stance has yet to be formally and 
comprehensively assessed by international 
organizations. In 2003, the UN Security Council lifted 
civilian trade sanctions on Iraq, under which it was 
allowed only to export limited amounts of oil and 
import food and humanitarian supplies under close 
supervision. Following the opening of trade, the 
Coalition Provisional Authority established a 
reconstruction tax, which, as of the beginning of 2004, 
imposed a 5 percent tariff on all imported goods 
except food, medicine and medical equipment, 
clothing, books, and goods delivered as humanitarian 
aid. The levy was kept in place by Iraq’s transitional 
government.1 In 2004, Iraq adopted a stabilization 
program supported by the International Monetary 
Fund and submitted a request for full membership in 
the World Trade Organization (WTO). The working 
party met for the second time in April 2008 to review 
Iraq’s trade regime,2 but the accession process has yet 
to make much progress. However, in the long term, 
the process is expected to expedite reforms in both 
the goods markets and in the services sectors and help 
improve the trade regime and business climate. 

Iraq has recently implemented a ban on imports of 
vegetables. The temporary ban, which began on May 
1, 2009, would be in effect anytime there is sufficient 
domestic supply.3 
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External Environment 

The simple average of the overall rest of the world 
tariff (including preferences) faced by the country’s 
exports is 10.5 percent. When its trade flows are taken 
into consideration, it is apparent that Iraq’s exports 
have very good access to international markets, 
especially in comparison to its comparators. Iraq’s 
weighted rest of the world tariff (including 
preferences) is 0.3 percent, much lower than the 
regional and income group averages of 1.6 and 2.9 
percent, respectively. Iraq mainly exports oil, which 
explains the low rest of the world tariff for non-
agricultural goods of 0.3 percent. In 2008, on average 
annual basis, the Iraqi dinar appreciated by 4.9 percent 
against the U.S. dollar,4 making exports more 
expensive in foreign currency terms. 

Behind the Border Constraints 

In terms of the conduciveness of its institutional 
environment to business, Iraq remained in the bottom 
20 percent, being ranked 153rd out of 183 countries in 
the 2010 Ease of Doing Business index. However, it 
ranks in the bottom 5 percent within the Trading 
Across Borders subcategory, which incorporates the 
countries’ average export and import per container 
costs and processing times. With relatively high cost 
and the longest time required to export and import 
Iraq ranked 180th out of 183 countries in the Trading 
Across Borders subcategory.  

Trade Outcomes 

Iraq is a major exporter of oil, which accounted for 98 
percent of Iraq’s total export earnings in 2006, making 
Iraq vulnerable to fluctuations in fuel prices.5 As such, 
in 2008, it benefited from high oil prices in the first 
half of the year and the rise in its oil production. Based 
on partner countries’ aggregate import data collected 
by the IMF, this led to an increase of 64.2 percent in 
its exports in 2008 as compared to 2007.6 However, 
the trend reversed in the fourth quarter of 2008 as 
Iraq’s major trading partners (the United States and 
the EU) saw their economies slow and oil prices 
declined from their peak of US$147 per barrel in July 
2008 to around US$40 in early 2009.7 Exports 
dropped by 6.6 percent in the fourth quarter of 2008 
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year-on-year, and further plummeted by 56.1 percent 
in the first quarter of 2009 compared to the same 
period in 2008.8 However, since the price of oil 
climbed back to US$70 by the end of June, it is 
projected that in 2009 Iraq’s oil revenues will be only 
about 25 percent lower than in 2008.9  

High commodity prices in 2008 also led to an increase 
in Iraq’s import bill. Based on partner countries’ 
aggregate export data collected by the IMF, nominal 
imports in 2008 were 36.8 percent higher than in 
2007.10 With lower commodity prices in 2009 it is 
projected that the import bill will contract,11 and in the 
first quarter of 2009 the growth rate had fallen to 4.6 
percent year-on-year.12 
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