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· Greetings

· Thank you all for coming here to Abu Dhabi.  It is gratifying to see so many friends and neighbors who continue to recognize the importance of reconstruction and rehabilitation in Iraq.

· Thanks especially to our host, the government of the United Arab Emirates, who have gone to such trouble to make us feel welcome.

· Finally I want to thanks the United Nations Development Group, the World Bank and the other members of the Core Group who helped organize this meeting.

· The Past and Future of Iraq

· Vision of Iraq
· What we are engaged in is a truly vital task of historic consequences.  The nations and international organizations here should be commended for their role in helping to set Iraq on a road to freedom, democracy, justice, prosperity, and lasting peace.

· The changes we are working to create in Iraq are profound, even revolutionary.  Our vision is of an Iraq that uses its great resources to ensure that the most vulnerable are protected: to make sure that children—especially girls—are schooled; that the sick are cared for.  Our vision of Iraq is of a country where a dynamic private sector creates opportunity: a country where a person’s efforts are rewarded.  Our vision of Iraq includes a dynamic civil society.  It is a country where human rights are protected, where we exercise care in our stewardship over the environment and where a dynamic civil society helps people learn to represent their interests and helps governments—from local to national—learn to accommodate them.

· Legacy of Saddam
· Five months ago, many of us assembled in Madrid to discuss the state of Iraq and to discuss how you, our international friends, were willing to assist in bringing about this new Iraq that I am describing.  The UN and World Bank had worked with Iraq to assess the situation and give an idea of the scope of the project.  We talked much about how many challenges Iraq faces and about how great are our needs.

· The legacy of dictatorship weighs heavily upon Iraq.  Decades of politicized and heavy-handed economic mismanagement left a terrible legacy.  Productive sectors suffered from systematic under investment, while debt, largely for arms, mounted.  The standard of living for the average Iraqi, despite the country’s tremendous resources, has lagged behind neighbors.

· Each of you may recall that estimates of the capital necessary to return Iraq to its pre-1991 economic state ran as high as $120 billion dollars.  The UN and World Bank found in their needs assessment that Iraq would need over $55 billion before 2008.  These are truly immense sums that we owe to Saddam’s brutality.

· Changes to Date
· Much has changed since these studies.  Iraq still faces great challenges, but normality is returning day by day.  GDP is increasing, inflation is still high, but coming down.  The United States has enacted its $18.6 billion spending bill for the Iraq Relief and Reconstruction Fund and has worked to create a detailed program of capital spending and to put in place the organization, headed by my friend Admiral Dave Nash, to carry it out.  It is a tremendous enterprise and a tremendous boon to us.

· Iraq has also taken on its own challenges.  We have worked hard to improve the investment climate and create an environment in which private enterprise can flourish.  We now have one of the most liberal trade regimes in the world.  We are instituting a flatter, more transparent tax system.  A corporate registration law is just around the corner.  Foreign banks are being licensed to provide credit and competition sorely lacking in our financial sector.  Interest rates are being liberalized so that they may compete on price.  We have a new law to combat corruption.  Iraq’s economic policies are moving in the right direction.

· So I want to make clear to you: as I lay out to you Iraq’s priorities I am not here today to repeat a description of all of the problems and to summarize the quantitative studies on how large the needs are.  I am here to tell you how we in the Interim Iraqi Administration are working to fix these problems.  I am here to discuss our plans.  We all know that the road to the vision of the new Iraq is long.  I am here to tell you that we have identified a path and that we know what the next steps to begin are to begin this journey—the steps we need your help to take.

· UN, World Bank, Trust Funds

· I also look forward to the other discussions that will take place here in Abu Dhabi that will complement our Iraqi priorities.  I have a keen interest in hearing presentations on the UN and World Bank work plans and your reactions to those plans.

· We have consulted closely on some parts of these plans.  In others, time and security constraints have allowed less coordination.  Following our discussions here, we will be in a better position to make clear how needs and priorities seen from Iraq compare with these plans.

· I also look forward to the organization of the Trust Fund committee.  This is an important development in converting the discussions so long ago in Madrid, and all the planning that has taken place since, into a reality on the ground.  The needs are pressing, we felt them yesterday, we wait patiently but attentively to see funds move and projects implemented.

· Process

· In Iraq, we have also spent the months since Madrid working to set priorities and make plans on how to move forward.  We have consulted closely with the CPA, Japan, the US, the World Bank and other friends and advisors.

· In December, the Governing Council endorsed and Ambassador Bremer put into effect an Iraqi-led process to coordinate the international assistance in rebuilding Iraq and reforming its institutions.  The regulation created the Iraqi Strategic Review Board to provide overall policy guidance in this area and to review proposals coming from my Ministry with regards to any international assistance.  I chair this board, which includes the Finance Minister, a CPA representative and two appointees of the Governing Council.

· The various ministries have worked to define what they should do in rebuilding Iraq, as well as what they can do and how to do it  Many of them have been in contact with donors and international organizations directly.  This type of interaction is clearly critical to proper project development.

· The important point is that there is a process of coordination and reconciliation among these competing needs to assure that resources are directed to the most important and urgent areas.

· I have managed this process within the Ministry of Planning and Development Cooperation by assembling a strong team to do technical analysis and consult with ministries.  Many of them have come here to Abu Dhabi to make themselves available to you to discuss the various sectoral programs we have in mind.  This team has carried out consultations with the other ministries to ensure that projects being put forward for your consideration

· fit into a coherent plan both within and across various segments of the economy,

· have been reconciled with our own capital spending plans, and

· take into account the initiatives being funded through the U.S. Iraq Relief and Reconstruction Fund.

· The results of these consultations were reviewed by another technical group comprising representatives of my ministry, the CBI, the Board of Supreme Audit, and the Ministries of Finance and Foreign Affairs.  This structure provided a means for appraising all the most salient effects of the proposed projects.

· Finally, the outcomes of this intensive cycle of consultations were forwarded to the Iraqi Strategic Review Board.  We met together several times to provide guidance on the planning.  In addition, some of the board members met individually with my ministry’s technical staff to provide more intensive and extensive help in identifying our priorities and matching them to projects that will help us achieve our goals.

· It has been a lot of work, but I believe in the plans that you see before you.  I believe we have truly captured the most important Iraqi priorities where donors can be of assistance over the next 12 months in a series of concrete proposals that we are ready to begin acting upon.

· Outcomes and Selection Criteria

· The aggregate set of proposals that we have presented totals some $3.9 billion over the next twelve months.  This amount of money would not accomplish anything like meeting the real, pressing needs of Iraq.  Unfortunately, years of neglect and mismanagement by a dictator have left us in much worse shape that $4 billion can resolve in one year.

· This amount, spent in the ways that we have indicated, would be a sound beginning, however.  It also represents a set of activities that Iraq realistically has the capacity to implement in a twelve month time frame.

· In our discussions throughout the government to determine just what are the most important priorities, we identified several criteria to promote in the overall program:

· It is important to address essential needs.  Access to healthcare must be widespread.  Electricity must be available.  All children must have the opportunity to attend a decent school with a decent teacher.

· With food security relatively assured, the most essential need is employment.  Unemployment in Iraq is about 28%.  Underemployment is an additional 22%.  We have a comparative advantage in labor right now.  We must take advantage of it to help create a dynamic economy providing opportunities for our people to contribute to Iraq’s future.

· In line with this thought, we want to focus much of our effort on sectors that impact productivity throughout the economy.  Infrastructure, health and education all have significant positive externalities that we want to provide.

· Given the potential for social disruption and the expected high impact of donor assistance, we wanted to focus on projects that could begin quickly and that could be implemented within 12 months.

· Some of the program that you see in front of you will look unorthodox from a development standpoint.  But this is not your typical development scenario.  We have planned for carefully targeted strategic interventions to provide support to SOEs and to improve their capital stock.  In the medium term we are working towards converting many of these into the private sector, but in the present circumstances this is impossible.  We have chosen a strategy of minimal capital provision to get enterprises that provide critical inputs up and running.

· We have sought to ensure that projects are not all clustered in the center.  Out proposed work plan is geographically dispersed.

· It also addresses cross cutting themes such as human rights, the environment, and gender equality.  We must ensure that such themes are built into programs throughout our work program.

· We recognize that it is important to maintain a conservative fiscal stance.  We do not want to go on a capital spending spree that will build in excessive recurrent costs in the future.

· Social sector issues:

· Education:

· Where to begin?  With the future.  The future of Iraq lies in its young people.  For this reason, education is of fundamental importance.

· Our program in education focuses on solving four challenges: rebuilding neglected buildings; training teachers; reforming the curriculum; and building management capacity.

· The Ministry of Education is looking to international donors to meet its most pressing needs.  Realistic targets for 2004, allowing us to re-establish a fully functioning education system in four years, depend on you.

· Other essential needs must be addressed: early childhood education does not exist in Iraq; we need to begin it.  We need computers and science labs and textbooks.  These are all critical ways in which a caring world can help.

· In addition to primary education, we are seeking to reestablish vigorous exchange programs for students and faculty at the university level and to establish a nation-wide information and computing infrastructure.

· Health:

· Prior to the Iran-Iraq War, Iraq’s health care was unsurpassed in the Middle East.  However, decades of oppression, neglect, mismanagement, and Saddam’s cynical manipulation of United Nations sanctions led to steady decline.  In 2002 Saddam’s budget for the entire national health care system was $16 million.

· Fortunately, we have a strong pool of human capital to implement rapid and effective reforms with the proper assistance.  We have reestablished the Ministry of Health.  Under its leadership, Iraq is shifting its priorities from a hospital-based, curative model to a primary care, preventive model and to focus on previously neglected elements of the populace, namely mothers and children.  We are aiming to halve infant mortality by the end of 2005.

· Significant assistance is required from the international donor community to help get Iraq’s health care system back on its feet.  The U.S. has provided generous funding to the health system, which means our priority needs for additional funding look a bit smaller, but do not think the needs are not urgent and great.

· Social and Labor Affairs:

· The plight of the sick brings to mind the importance of assisting and protecting its most vulnerable citizens as well as its workers.

· Social care programs we have planned in Iraq will provide much-needed care to the disabled, elderly, orphans and more.

· Through training and employment services, we are seeking to ensure that the Iraqi workforce possesses the necessary skills and training to meet the demands of a growing market economy.

· Infrastructure

· While our vision of Iraq is a vision of prosperous modernity, the image most likely to come to mind today is of savaged infrastructure.  When we Iraqis look to the future, restoring this infrastructure is our primary focus.
· Electricity

· There is no secret that among our highest priorities is restoring the electrical system.  Electricity is a crucial input for much of a modern economy.  Right now Iraqi factories sit idle for lack of power.  Children do not read at night because the lights are not on.  This situation must be remedied immediately.

· Current generation capacity covers less than 50% of demand, forcing us to rely on measures such as load shedding about twelve hours per day.  We aim to reduce this to a minimum by the end of 2004 while increasing the efficiency of the system.

· Our efforts span generation—both rehabilitating existing capacity and creating new capacity, transmission and distribution.

· While the U.S. has allocated considerable resources to this task, the job left to us by years of underinvestment and war is truly monumental and there are ample opportunities for other donor assistance.

· Water/sanitation

· Diarrhea from drinking contaminated water is a killer of children worldwide, and this situation is no different in Iraq.  Treated drinking water and proper sewage disposal will improve the health of all Iraqis and especially those in rural areas where health care and medication availability is also limited. 

· Much progress has already been made in provision of potable drinking water.

· However, the largest proportion of the Iraqi people who do not have access to potable water live in rural and smaller communities.  We need to expand our activities to smaller cities and rural areas, however, with emphasis on wastewater and solid waste disposal which the previous regime neglected.

· We intend to address these issues by a series of projects aimed first at refurbishing existing water and sewage trunk lines, new transmission lines to areas without service, extension of existing treatment plants and construction of new treatment plants.

· Iraq’s water policy strives to balance the competing demands of irrigation, municipal and industrial water supply, hydropower, flood control and environmental requirements including marsh restoration. 

· The former regime’s indifference to science and engineering, combined with 12 years of sanctions, deprived gifted engineers and scientists of opportunities to collaborate and apply emerging technologies.  We must remedy this.

· Finally, the destruction of the Mesopotamian Marshes is an environmental and humanitarian travesty of large proportion.  Restoring this national treasure, to the extent possible, is a key priority.

· Transport

· A robust transportation network is an imperative for the efficient movement of essential products such as food, fuel, water, and other staples to areas which have historically been neglected.

· Rehabilitating key elements of the transportation sector—such as roads, bridges, ports, airports and the rail system—promises benefits for the entire economy.

· Telecom

· Communications form the backbone of a modern market economy.  Iraq desperately needs to improve on its telecommunications infrastructure.

· At the same time that we are modernizing our postal system, we are seeking to repair damaged telecommunications systems, and to open the voice and internet services to ordinary Iraqi people, with the aim of increasing the teledensity from 3% to 5% by expanding the restored network and building new exchanges.

· Agriculture

· In agriculture, Iraq is forced with difficult decisions and is seeking your help to meet critical input needs—especially the need for fertilizer that has developed as a result of the transition from the previous OFF funding arrangements.

· We have other important and innovative programs in the area as well, however.  Donor funding would allow us to move forward with an excellent integrated pest management program that would simultaneously improve yields and significantly reduce the amount of pesticide being used.

· Public Finance and SOEs

· I have told you that the vision of the new Iraq is driven by a dynamic private sector.  In order to achieve this goal we will need to modernize and strengthen the capacity to manage public finances and economic policy development.

· We have skilled and hard-working people in the Finance Ministry, the Central Bank, the Ministry of Planning—throughout the government, as with the rest of Iraq.  But these people have not been allowed to keep their skills current for many, many years.  We have plans to invest in training them, rethink poor processes that were shaped under the Ba’athists, and upgrade an infrastructure worn down by years of neglect.

· You will see that among Iraq’s priorities are capital projects for selected SOEs.  These firms are carefully chosen because their outputs are critical inputs to other reconstruction efforts—for example cement—and for their potential to make a profit quickly, to utilize the cash flow to maintain subsequent operations and thereby lower their drain on the budget.

· This is only a temporary solution.  We recognize the importance of moving to a private system.  These investments were also selected to make it easier to attract private investors in the future.

· De-Mining

· SOEs may be one of the more pervasive legacies of the former regime, but there is a more dangerous one that needs urgent action: mines.

· Iraq's National Mine Action Authority is ready to handle strategic planning and budgeting, project coordination, donor relations, mine risk education, setting national mine action standards, and maintenance of the national mine action database.

· However, we would like to see additional assistance to help build the infrastructure necessary to carry out a thorough mine clearance program.

· Cross-cutting themes

· We all recognize that a process of social change and development will not fit neatly into categories so that we can add them up like a math problem.  There are interactions among many of the goals and programs we are trying to pursue.

· Some profoundly important themes cut across boundaries of all the work we are planning for Iraq.  You will see in our projects a real desire to promote and preserve women’s rights.  We need your help to investigate atrocities from the previous regime and to promote the protection of human rights in the future.  You will see we have plans to strengthen and enforce environmental policies.  These are concrete work programs, but they need the resources you can make available to bring them to fruition.

· Moving Forward

· As you know and as I have mentioned, our needs are great and urgent.  What you see reflected in these project lists is not everything that the administration believes needs to be done—it is, rather the most important of those projects that need to be done and that we believe we can implement over the next twelve months if there are sufficient resources.  If you can make more resources available, we have many other sound and even urgent projects for you.

· So, it is time to being really carrying out promises made in Madrid.  Iraq is ready.  We have the capacity.  We have thought through what comes first and how to do it.

· More work remains on our side, and we know this.  Many of these figures you will see in our database are rough and will need to continue to be refined.  We are working to ensure that proper safeguards, procurement procedures, accounting and financial standards are in place.  We also need to put in place a well thought out system of project tracking to remain fully accountable.  We need to continue technical analysis on budget implications and how to deal with these.  But we are still quite ready to begin implementation of many of these programs now: today.

· NGOs will play an increasing role in the development of Iraq.  As many of you no doubt know, my Ministry is charged with managing the relationship between the government and the NGO community.  We have established an NGO center and a registration process.  They are valuable partners and we welcome them.  We need their expertise, their enthusiasm, their ideas and resources.

· I think you will find that Iraqi officials are flexible and capable.  My staff is very interested in pursuing innovative project design ideas in order to maximize the additionality of foreign assistance we receive.  While we cannot allow such ideas to slow us down in meeting the urgent and essential needs of the country, I think it is vital to pursue them in the near term.  We need to squeeze every penny for the maximum benefit.

· Work has already begun on a unified 2005 budget, and understanding the flow of foreign assistance will be an important part of forming that budget.  We look forward to working with you to develop plans for the next year and beyond.  This year we have focused on projects that can be implemented quickly, but clearly we need to expand this scope in our next round of planning.

· Iraq has been on its back.  It has suffered terribly under Saddam’s regime and it shows.  But we are strong, resilient, and resourceful.  We are beginning now to walk towards our goal of being a dynamic, modern, free and prosperous nation: an exemplar to our neighbors and a responsible member of the international community.  We will need much help for many years.  I look forward to working with you to help build this future.
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