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Preface

Hard Lessons: The Iraq Reconstruction Experience appears virtually upon the 
five-year anniversary of my appointment as Inspector General in Iraq. Shortly 
after that appointment, I met with Secretary of Defense Donald Rumsfeld, to 
whom I reported, to discuss the mission. His first words were: “Why did you 
take this job? It is an impossible task.” I began to understand why he offered so 
startling a “welcome” during the following week, when I made my first trip to 
Iraq to begin setting up oversight of the Coalition Provisional Authority (CPA), 
then in charge of Iraq’s reconstruction. My office in the Republican Palace, which 
housed the CPA—and would later house the U.S. Embassy—was adjacent to 
the CPA Comptroller’s. What I saw was troubling: large amounts of cash mov-
ing quickly out the door. Later that same day, walking the halls of the palace, I 
overheard someone say: “We can’t do that anymore. There is a new inspector 
general here.” 

These red flags were the first signs of how challenging executing oversight 
in Iraq would be. But it has not been impossible, chiefly because of the profes-
sional, productive, and courageous conduct of the many auditors, inspectors, and 
investigators who have worked diligently to fulfill the mission of the Office of the 
Special Inspector General for Iraq Reconstruction (SIGIR). 

SIGIR’s oversight jurisdiction covers about $50 billion in U.S. funds appro-
priated by the Congress for Iraq—the largest relief and reconstruction effort 
for one country in U.S. history. This sea of taxpayer dollars flowed to a wide 
spectrum of initiatives, ranging from training Iraq’s army and police to building 
large electrical, oil, and water projects; from supporting democracy-building ef-
forts to strengthening budget execution by provincial councils; and from funding 
rule-of-law reforms to ensuring that the Iraqi government sustains what the U.S. 
program provided. Some of these initiatives succeeded, but, as this report docu-
ments, many did not. 

Hard Lessons reviews the Iraq reconstruction experience from mid-2002 
through the fall of 2008. Like SIGIR’s previous lessons learned reports, this 
study is not an audit. Rather, it arises from our congressional mandate to provide 
“advice and recommendations on policies to promote economy, efficiency, and 
effectiveness” in programs created for Iraq’s relief and reconstruction. 

The report presents a chronological history of the reconstruction program, 
threading together a number of themes including: 

•  the enormous challenges that security problems posed for 
rebuilding efforts
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•  the dramatic and frequently reactive course-changes in 
reconstruction strategy

•  the turbulence engendered by continual personnel turn-
over at every level

•  the waste caused by inadequate contracting and program 
management practices

•  the poor integration of interagency efforts caused by weak 
unity of command and inconsistent unity of effort.  

The text of this report—through vignette, interview, and factual detail—ex-
plicates these themes by, in turn, laying out the blinkered and disjointed prewar 
planning for postwar Iraq; the CPA’s large and ultimately too ambitious expan-
sion of the reconstruction program; the security-driven reprogrammings required 
by the exploding insurgency; the strongly resourced response of the surge; and 
the rise of Iraq’s role in its own reconstruction. 

Hard Lessons answers some important questions about the U.S. relief and 
reconstruction program in Iraq: 

•  Did the program meet the goals it set for itself? Generally no 
on the infrastructure front, but generally yes regarding the 
development of Iraq’s security forces. Electricity and oil out-
puts remain below goals set by the CPA more than five years 
ago, and the number of successful project completions in the 
key water and health sectors fell far short of hopes.  But after 
several false starts and greatly increased U.S. investment, 
Iraq’s security forces have achieved substantial operational 
capabilities, despite remaining doubts about overall unit 
readiness and potential performance levels. 

•  Was the program grossly burdened by waste and fraud? 
Regarding waste, yes; regarding fraud, no. The overuse of 
cost-plus contracts, high contractor overhead expenses, ex-
cessive contractor award fees, and unacceptable program 
and project delays all contributed to a significant waste of 
taxpayer dollars. Although SIGIR and other law enforcement 
agencies have uncovered egregious examples of fraud, the 
size of the total criminal wrongdoing known to date amounts 
to a relatively small percentage of the overall reconstruction 
investment, and the number of individuals involved was 
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relatively low. The vast majority of those who served the U.S. 
reconstruction program—soldier, civilian, and contractor—
did so honorably.  

•  Why did reconstruction efforts so often fail to meet their mark? 
Security. That single explanation has been offered up thou-
sands of times since the 2003 invasion as the prevailing 
reason for shortfalls, large and small, in the U.S. program. 
But this explanation leads to a further question. Why was an 
extensive rebuilding plan carried out in a gravely unstable 
security environment? This question underscores an over-
arching hard lesson from Iraq: beware of pursuing large-scale 
reconstruction programs while significant conflict continues. 
But beyond the security issue stands another compelling and 
unavoidable truth: the U.S. government had neither the es-
tablished structure nor the necessary resources to carry out 
the reconstruction mission it took on in mid-2003. As Under 
Secretary of Defense for Policy Douglas Feith said, “Every 
time the United States has had a substantial stabilization 
and reconstruction project, pretty much from World War 
II forward, we’ve [had to] improvise.”

The research for Hard Lessons comprised interviews with hundreds of in-
dividuals and the review of thousands of documents. SIGIR reached out to 
virtually every major player in the Iraq reconstruction experience and almost all 
agreed to be interviewed or provide useful responses. Among others, Secretaries 
Powell, Rumsfeld, Gates, and Rice; USAID Administrator Natsios and Deputy 
Administrator Kunder; Deputy Secretaries Wolfowitz, England, Armitage and 
Negroponte; Under Secretary Feith; Ambassadors Bremer, Khalilzad, Crocker, 
Jeffrey, Satterfield, Speckhard, Taylor, and Saloom; and Generals Garner, 
Abizaid, McKiernan, Strock, Eaton, Sanchez, Casey, Petraeus, Odierno, Chiarelli, 
Dempsey, and McCoy were all interviewed by SIGIR or gave helpful information 
or advice. We also interviewed Iraqi leaders, including former Prime Ministers 
Allawi and Ja’afari, Deputy Prime Ministers Chalabi and Salih, Ambassador 
Sumaida’ie, Judge Radhi, and Minister Baban. 

Equally important to the study, SIGIR staff interviewed hundreds of mili-
tary members, government officials, and civilian contractors who carried out the 
“brick and mortar” work of Iraq’s relief and reconstruction.  The report also draws 



• Preface •

• x •

on the body of SIGIR audits, inspections, and investigations, as well as reports 
from other investigative bodies.

 Finally, a somber note. Although this oversight mission has not been “impos-
sible,” it has been dangerous. During 2007, five SIGIR staff members were injured 
by indirect fire in Iraq. And on March 24, 2008, SIGIR auditor Paul Converse 
died from wounds he received during the Easter Day rocket barrage of the Green 
Zone. This report is dedicated to him and to all who gave their lives in Iraq in 
service to our country.

Stuart W  Bowen, Jr  
Inspector General 
February 2, 2009
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Chapter 1
Planning Begins

I have no idea what CENTCOM was planning, and I 
have absolutely no idea what the Joint Chiefs of Staff were 
planning. I do know that the political guidance they were 
getting from Rumsfeld, the NSC, and the White House 
was, ‘You got about three months to get [the postwar Iraqi 
government] up and running.’*

General Colin Powell  
Secretary of State (2001-2005)

The origins of U.S. reconstruction policy in Iraq are rooted in a series of de-
bates that occurred during the fall of 2001, when President Bush ordered the 
Pentagon to revise its plans for deposing Iraqi dictator Saddam Hussein.1 From 
the outset, Secretary of Defense Donald Rumsfeld believed that, after Saddam’s 
fall, power should rapidly transfer to an interim Iraqi authority. Reflecting this 
belief, Pentagon officials conceived of U.S. forces as liberators who would leave 
Iraq within months of toppling the regime. In this scenario, the United States 
would not need to administer the functions of Iraq’s government after major 
combat operations ceased. 2

A different view of regime change developed at the State Department. Some 
senior officials in Foggy Bottom believed that Iraq, with its history of sectarian 
violence, could not be easily reshaped. They concluded that invading Iraq and 
replacing its totalitarian regime would require a U.S. commitment of enormous 
scope, carried out over a period of years, engaging everything from Iraq’s judiciary 
to its electrical grid. Secretary of State Colin Powell pointedly told the President 
that “when you hit [Iraq], it’s like a crystal glass. It’s going to shatter. There will be 
no government. There will be civil disorder. You’ll have 25 million Iraqis standing 
around looking at each other.”3 

The tense interplay between these competing visions fundamentally shaped 
the process of prewar planning for postwar Iraq in the fifteen months that pre-
ceded the March 2003 invasion. As planning moved forward, experts inside and 
outside government—including some at the Department of Defense—warned 
that failing to prepare for a more extensive engagement after regime change ex-
posed the United States to extraordinary risks. Although the NSC agreed that 

* SIGIR interview with General (Ret.) Colin Powell, former Secretary of State, February 4, 2008.
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Iraq should be liberated from Saddam’s tyranny, the disagreements about the 
postwar plan remained unresolved right up to the invasion. They arose from 
differing assessments of prewar conditions in Iraq and what the consequences 
of deposing Saddam would be.

A Brief History of Modern Iraq

Shortly after World War I, Winston Churchill, then head of Britain’s War 
Office, told the commander of British forces in Iraq: “The fate of the 
province depends entirely upon whether a reasonable scheme for main-
taining order can be devised at a cost which is not ruinous.”4 Creating a 
“reasonable scheme,” however, proved exceedingly difficult. 

The British shaped and laid claim to modern Iraq through the 1916 Sykes-
Picot agreement, negotiated by the United Kingdom, France, and Russia 
in anticipation of the fall of the Ottoman Empire at the end of World War 
I. By 1920, Iraqis living under British military occupation had compiled 
a list of grievances against their foreign rulers. Shi’a clerics in the south 
demanded an independent Islamic government. The Kurds in the north 
wanted autonomy. Tribesmen throughout the country opposed the 
British-imposed tax system and forced labor. Eventually, senior Sunni 
and Shi’a clerics joined together to issue a fatwa calling for rebellion. 
An insurgency started in Baghdad and quickly spread across the coun-
try, forcing the British to move up their timetable for granting Iraq full 
sovereignty.5 

In their efforts to build an independent state, British officials faced the 
challenge of melding three distinct social structures (tribal, clerical, urban), 
three ethno-religious groups (Sunni Kurds, Sunni Arabs, Shi’a Arabs), and 
three territorial regions (north, central, south).6 The solution they ulti-
mately settled on, undertaken with the advice of British Arabists Gertrude 
Bell and T.E. Lawrence, was to install a king, Emir Faisal, to lead the new 
country. The 1921 investiture of Faisal—a Sunni—entrenched a pattern 
of volatile sectarian politics that would burden Iraq for decades.7 

The exercise of power by the minority Sunnis over the majority Shi’a 
produced instability: 58 separate governments ruled Iraq in the 37 years 
between 1921 and the 1958 revolution that overthrew the monarchy.8 
In 1963, the Sunni-controlled Ba’ath party took power in a coup.9 By the 
mid-1970s, a middle class had emerged in Iraq that was a model for its 
neighbors. High oil prices briefly pushed the country’s per capita gross 
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domestic product past that of Spain’s. A secular state with an excellent 
education system and a thriving economy, Iraq seemed poised to break 
with its turbulent past. But this relative renaissance was not to last. 

In 1979, a law school dropout named Saddam Hussein seized power. He 
would rule Iraq for the next 24 years at ruinous cost. In 1980, Saddam 
launched his country on a disastrous eight-year war with Iran that left 
a half million Iraqis dead. The war ended the country’s brief period of 
prosperity, decimated a generation of young men, and roiled tensions 
between the regime’s Sunni Arab elite and their Shi’a and Kurdish coun-
trymen. In 1990, Saddam invaded Kuwait and the United States quickly 
responded, leading to the 1991 Gulf War.10 Saddam was badly defeated 
by a broad coalition of forces, and his regime became an international 
pariah. By the year 2000, the impact of multiple wars, severe international 
sanctions, and repressive rule had left Iraq a broken country. 

Iraq Under Saddam
In 2003, Iraq’s population of around 27 million people lived in an area about the 
size of California. The land between the Tigris and Euphrates Rivers, known as the 
cradle of civilization, had given birth to remarkable innovations in writing, farm-
ing, law, medicine, and governance. But Iraq suffered under a brutal tyrant whose 
destructive policies had led to the imposition of harsh United Nations (UN) 
sanctions. The deterioration of the country’s physical infrastructure stemmed, 
to varying degrees, from these sanctions, Saddam’s neglect, the Iran-Iraq War, 
and the 1991 Gulf War. 

During the Gulf War, Iraq inflicted significant damage on Kuwait. Under the 
supervision of then-Secretary of Defense Richard Cheney, Kuwaiti and U.S. of-
ficials planned the reconstruction of Kuwait in advance of its liberation. Kuwait’s 
quick recovery largely resulted from work carried out by the U.S. Army Corps of 
Engineers (USACE) and private contractors, including Bechtel, and Brown and 
Root, both of which would later play major roles in Iraq’s reconstruction.11 

Although Saddam restored some essential services after the Gulf War, the 
larger recovery of Iraq proved more daunting. United Nations-imposed sanc-
tions and an international trade embargo, aimed at preventing the regime from 
acquiring ballistic missiles and weapons of mass destruction, limited the country’s 
capacity to recover.12 Iraq’s non-oil economy was especially hard hit. By the mid-
1990s, unemployment and under-employment exceeded 50 percent.13 Iraq’s 
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gross domestic product, which peaked in 1990 at $74.9 billion, remained below 
$20 billion throughout most of the decade.14 

Under Saddam, Iraq had plunged from a gradually advancing middle-income 
country to a poor and underdeveloped one. In its shift “from relative affluence to 
massive poverty,” 60 percent of Iraq’s population was left heavily dependent on 
the government-provided food ration for their livelihood.15 By the mid-1990s, 
these rations, delivered through the country’s public distribution system, provided 
only 1,100 calories per person per day, causing widespread malnutrition.16 

Faced with rising social and economic instability, Saddam acceded in 1995 
to a UN proposal, on the table since 1991, to allow the use of proceeds from 
controlled oil and gas sales to purchase food and medicine.17 Under the new 
“Oil-for-Food Program,” the UN managed monthly distributions of 450,000 
tons of flour, clarified butter, peas, lentils, beans, sugar, tea, salt, and soap through 
a network of 44,000 privately owned corner stores. At one level, the program 
worked, effectively doubling the population’s per capita caloric intake.18 But 
beneath the sanctions and authorized oil sales, an illicit economy flourished. 
Institutionalized corruption infected both the government and the supporting 
UN programs, spawning powerful criminal elements within Iraq.19 

The reversal in U.S.-Iraqi relations during Saddam’s rule—with Saddam first 
an ally and then an enemy—increased Iraqi suspicion that the West had designs 
on its territory and oil wealth. These suspicions—together with the effects of 
internal political violence, Saddam’s ceaseless propaganda, a corrupt public sec-
tor, regular shortages of food, medicine, and everyday goods, and frequent U.S. 
bombing of air-defense installations in the no-fly zones—led to a siege mentality 
among many Iraqis. 

The peculiar mix of charity and harsh sanctions that defined the international 
community’s relations with Iraq in the years following the Gulf War presented a 
paradox. Saddam’s brutal secrecy and intrigue shrouded the inner workings of the 
Iraqi state, while the UN’s distribution scheme for goods and services provided 
the international organization with extensive connections in the country.20 Thus, 
in 2003, the UN sanctions committee had a list of every good it had permitted 
Iraq to import for about a decade, down to fuses in power plants.21 Although the 
UN’s records were not organized as a needs assessment of the infrastructure, a 
diligent review of them could have revealed how much cement a particular Iraqi 
factory produced or what spare parts an Iraqi electricity plant had ordered. 
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Initial Planning
On September 29, 2001, Secretary Rumsfeld ordered a review of existing Iraq 
war plans.22 Shortly thereafter, General Tommy Franks, Commanding General 
of the U.S. Central Command (CENTCOM)—the combatant command with 
responsibility for the Middle East and Central Asia—removed a small group of 
key planners from the Afghanistan campaign and directed them to revise plans 
to attack Iraq.23 At the outset, Secretary Rumsfeld did not advise the planners to 
prepare for a lengthy occupying military administration after Saddam’s regime 
fell.24 He presumed that others in the government, probably the Department of 
State, would handle the governance aspects of “Phase IV,” military parlance for 
operations after the end of major combat.25 

The concept of operations Rumsfeld and Franks devised in four videocon-
ferences between Thanksgiving and late December 2001 focused chiefly on the 
combat phase. The war plan Secretary Rumsfeld briefed to President Bush on 
December 28, 2001, anticipated a rapid postwar handoff to a provisional Iraqi 
government and a minimal continuing military footprint.26 

In early 2002, the State Department’s Bureau of Near Eastern Affairs launched 
the “Future of Iraq Project” to assess postwar requirements. Six days after the 
President named Iraq as part of the “Axis of Evil” in his January 29, 2002 State of 
the Union address, project director Thomas Warrick submitted an outline of sub-
jects to Ambassador Ryan Crocker, then serving as Deputy Assistant Secretary of 
State for Near Eastern Affairs. The outline anticipated seventeen working groups, 
composed primarily of Iraqi exiles, that would evaluate post-invasion needs in 
areas ranging from rule of law and public finance to oil, energy, and anticorrup-
tion.27 The project would serve both as a means to expand postwar planning and 
as a vehicle to consolidate competing Iraqi exile groups, who were involved with 
the project from its earliest days.

White House coordination of nascent planning for Iraq began in the spring of 
2002 during twice-weekly meetings of the National Security Council’s Deputies 
Committee, which comprises the second-in-command officials—or their rep-
resentatives—from the Departments of State and Defense, the CIA, and the 
military’s Joint Staff.28 Ideas about how to handle the postwar phase took shape 
during these meetings. The Deputies Committee focused on three concepts: a 
liberation model in which Iraqis would quickly take charge through a provisional 
government; a military administration led by CENTCOM; or a civilian transi-
tional authority, perhaps run under UN auspices. Irrespective of which concept 
or combination of concepts would apply, policymakers addressed three linked 
issues: how to secure public order, what relief and reconstruction operations 
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would be necessary, and how to promote U.S. interests in Iraq’s longer-term 
economic and political stability.29 

“One of our main themes was liberation rather than occupation,” Under 
Secretary of Defense for Policy Douglas Feith said. “There was this constant de-
bate between those of us who said we’ve got to push the Iraqis forward,” Feith 
recounted, and others who judged that the Iraqis would be ready to govern them-
selves only after several years.30 Reflecting the views of Secretary Rumsfeld, Feith 
advocated a rapid transition to Iraqi control. Drawing lessons from past nation-
building efforts, he and Rumsfeld believed that minimizing the military’s presence 
would force local populations to rely more rapidly upon their own leaders to 
resolve problems. They were convinced that by limiting the military’s postwar 
role in Iraq, the United States could avoid the “culture of dependency” that had 
taken root in other post-conflict interventions.31 

The U.S campaign in Afghanistan appeared to support the rapid-transfer ap-
proach.32 After a small U.S. force achieved military victory, political authority 
passed to Hamid Karzai, an Afghan exile leader selected by a loya jirga—a grand 
assembly of Afghan tribal leaders—and subsequently appointed president of 
Afghanistan at an international conference in Bonn. Per capita reconstruction 
expenditure in Afghanistan had remained modest. Officials viewed this seemingly 
successful postwar transition as a vindication of the Administration’s break with 
conventional wisdom about nation building, buttressing arguments of Defense 
officials that Afghanistan should serve as the model for Iraq.33

The State Department argued against applying the Afghanistan model to Iraq. 
State experts believed that Iraqi exile leaders were unlikely to garner the same 
level of support from their countrymen as Karzai had enjoyed from Afghans. 
Moreover, State’s analyses suggested that Iraq would need a longer transitional 
period because of the need to reconcile Iraq’s competing ethnic and sectarian 
groups. The State Department advocated a U.S.-led “Transitional Civil Authority” 
that would govern postwar Iraq during a “multi-year transitional period to build 
democratic institutions.”34 This approach ultimately was embodied by the 
Coalition Provisional Authority, which ruled postwar Iraq from May 2003 to 
June 2004 ostensibly under the Defense Department’s aegis.

Interagency Planning Accelerates
By mid-2002, an invasion of Iraq remained in the realm of speculation for all 
but a handful of senior officials in Washington. The machinery of interagency 
planning in the National Security Council largely sat idle, leaving open the fis-
sure between planning for war and planning for war’s aftermath. The differences 
among the three underlying policies for a postwar framework—rapid transfer to 
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Iraqi control, military administration, or civilian transitional authority—had yet 
to be seriously addressed, much less resolved. Nor had officials reached consen-
sus on the public order and reconstruction requirements for each scenario.35

In August 2002, the President and his advisors enlarged the Iraq planning 
effort to include civilian agencies that ostensibly would administer the postwar 
phase. Iraq: Goals, Objectives, Strategy, a national security document signed by 
President Bush on August 29, 2002, articulated an evolving strategy that would 
employ “all instruments of national power” to free Iraq from Saddam. The docu-
ment stated that the United States would “work with the Iraqi opposition to 
demonstrate that we are liberating, not invading Iraq, and give the opposition a 
role in building a pluralistic and democratic Iraq, including the preparation of a 
new constitution.” As for rebuilding, the U.S. strategy would:

…demonstrate that the United States is prepared to play a 
sustained role in the reconstruction of post-Saddam Iraq 
with contribution from and participation of the international 
community, that rapidly starts the country’s reconstruction, 
that preserves but reforms the current Iraqi bureaucracy and 
reforms Iraqi military and security institutions.36

Secretaries Powell and Rumsfeld and Vice President Cheney met with Iraqi 
exile leaders to show support and to express the seriousness of U.S. intentions.37

To help execute the ambitious mission envisioned by the August 29 docu-
ment, the Joint Staff instructed CENTCOM that it should begin planning to 
administer Iraq for an interim period after the invasion. This order appeared to 
counter the earlier Rumsfeld presumption that the Defense Department would 
not bear principal responsibility for managing the country after the combat phase 
concluded. Despite the Joint Staff order, “there wasn’t a whole lot of intellectual 
energy being focused on Phase IV,” one of CENTCOM’s key planners said.38 
While most of CENTCOM’s staff focused on Phases I, II, and III, Major Thomas 
Fisher and Major Ray Eiriz, two mid-level officers who had served in Bosnia and 
Kosovo, took charge of Phase IV.39

To jump-start postwar planning efforts across the government, National 
Security Advisor Condoleezza Rice established a National Security Council 
(NSC) Executive Steering Group on Iraq in August 2002 and asked Frank 
Miller, an NSC senior director, to chair it. The Joint Staff had already formed a 
political-military team to link detailed operational planning at CENTCOM with 
interagency planners in Washington. An energy infrastructure working group, a 
diplomatic working group, a global communications office, and a humanitarian 
working group eventually joined the planning effort.40 
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Under Secretary Feith also enlarged the Pentagon office responsible for Iraq 
policy planning. Until then, only four people in Defense’s Near East and South 
Asia Office had worked full-time on Iraq.41 Feith brought together a staff of about 
a dozen under a new “Office of Special Plans” to engage in large-scale planning for 
war. Later, officials working on the management of postwar Iraq would discover 
that this office had produced relevant analyses and concept papers that were not 
shared during interagency consultations or with those who eventually played a 
leading role in postwar Iraq—emblematic of the extensive compartmentalization 
of prewar planning for postwar Iraq.42

NSC’s Humanitarian Working Group
Assessing how the war might disrupt the provision of food, water, and shelter fell 
to an interagency Humanitarian Working Group led by Elliot Abrams, an NSC 
senior director, and Robin Cleveland, associate director of the White House Office 
of Management and Budget (OMB).43 The working group, which began weekly 
meetings in Cleveland’s office in September 2002, included officials from the CIA, 
United States Agency for International Development (USAID), the Joint Staff, 
and the Departments of Defense, State, Treasury, Justice, and Commerce.44 

One nightmare scenario loomed above all others—the possibility that Saddam 
would use chemical or biological weapons against an invading force or his own 
people. In the wake of such a disaster, hundreds of thousands or even millions of 
Iraqis might flee. Very large refugee flows were thought by Pentagon analysts to be 
the most likely challenge the United States would face in the aftermath of an inva-
sion.45 Accordingly, Cleveland and Abrams focused their working group on how 
the U.S. government would respond to large-scale humanitarian contingencies.

They also considered the role of the UN. Several officials initially resisted 
continuing the Oil-for-Food Program—which partially financed Iraq’s public 
distribution system, through which 25 million Iraqis received a monthly food 
staple—on grounds that it ceded too much control to the UN. But USAID and 
State officials argued that the program would help prevent starvation if food be-
came scarce. A related question was how to administer oil revenues accruing 
under the Oil-for-Food Program. Several working group members again argued 
against continuing UN control, with State and USAID officials again urging that 
the international body was best suited to serve as custodian of Iraq’s oil wealth. 
Several rounds of adjudication through the Deputies Committee left the UN in 
control of the Oil-for-Food program and its revenues.46 

Under the leadership of Elliot Abrams, the Humanitarian Working Group 
quietly coordinated with the international aid community to develop a “no-strike” 
list of civilian infrastructure, such as hospitals and power plants. To separate the 
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regime’s military command and control facilities from known civilian sites, the 
UN and NGOs familiar with Iraq nominated locations that the military would 
then cross-walk through an intelligence-community database.47 

Although the working group had been chartered to evaluate only humani-
tarian contingencies, its participants soon realized that Iraq’s infrastructure and 
ministries would play essential roles in postwar operations.48 Ambassador Wendy 
Chamberlin and Ross Wherry of USAID thus began a reconstruction assessment 
that considered what it would take to get the infrastructure and ministries up and 
running after the invasion.49 This raised a fundamental strategic question: how 
extensive should postwar reconstruction be? Reconstruction geared to repair war 
damage would differ greatly from attempting to reverse the deleterious effects of 
the Iran-Iraq war, sanctions, and Saddam’s own destructive policies.50 

The lack of information about Iraq’s infrastructure and government insti-
tutions made it difficult to determine what was necessary to restore essential 
services. “We never had anything more than a PowerPoint briefing,” a Defense 
official later commented. “We might have had some financial estimate papers, 
but it was a lot of back-of-the-envelope, ‘what will it take to fix the Ministry of 
fill-in-the-blank.’ It was all guesstimates made on top of suppositions.” 51 The few 
detailed reports reviewed by the working group suggested that sanctions had 
significantly limited Iraq’s recovery from the first Gulf War. For example, a UN 
assessment of the electrical sector concluded that a lack of spare parts left the 
system remarkably fragile. In light of Iraq’s substantial oil wealth, however, the 
scope of expected infrastructure repairs seemed manageable. The group assumed 
that long-term repairs could be undertaken and funded by the Iraqis.52

With military, political, and democratization plans developed out of sight of 
the Humanitarian Working Group, its members could consider only in general 
terms how reconstruction might help legitimize a new Iraqi state. The group 
asked for but never received a briefing on how public-order requirements would 
be met. It was also not permitted to examine the potential role of reconstruc-
tion in civil administration. Department of Justice proposals to employ police 
trainers were dismissed as falling outside the group’s mandate.53 The Defense 
Department asserted that it had plans for postwar security well in hand.54 As one 
working group member said, it appeared that “a lot of things were decided but 
never discussed.”55 

In the absence of direction from above, the working group’s co-chairs, Abrams 
and Cleveland, developed a set of core judgments about postwar Iraq. “It was 
taken as an assumption,” one participant said, “that the war would be brief, war 
damage would be minimal, and oil revenues would finance almost all of recon-
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struction.”56 They also assumed that the political people would somehow “pull a 
Karzai out of the hat,” and that the Iraqis would take care of the rest.57 

Towards the end of 2002, with time running out and war a few months away, 
working group officials were putting in eighteen-hour days to make sure their 
parts of the plan came together. General Franks at CENTCOM did not seriously 
question the approach developed under Abrams’s and Cleveland’s leadership. 
Briefed twice by the working group’s members on their findings, General Franks 
reacted favorably. “On both occasions, he said this was good,” an official recalled. 
Franks said that the reconstruction and humanitarian planning “basically jibes 
with what we’re thinking.”58 

Structuring Postwar Administration
On October 15, 2002, Under Secretary Feith briefed the National Security 
Council on a proposed structure for CENTCOM’s military administration 
of postwar Iraq. The structure consisted of a military headquarters, known as 
Combined Joint Task Force-Iraq (CJTF-I), headed by a three-star general, and 
a civil administration, headed by a civilian “Iraq coordinator.” Both would fall 
under CENTCOM’s command. 

The briefing recommended that the Secretary of Defense be placed in charge 
of the entire effort, reflecting Rumsfeld’s view that political, economic, and secu-
rity activities in postwar Iraq should not be managed by separate institutions.59 
This proposed structure touched off a vigorous debate among interagency plan-
ners. Lieutenant General George Casey, who would command military forces 
in Iraq from 2004 to 2006, later said, “We lost, in my view, two months while we 
fought over who was going to be in charge.”60

CENTCOM divided Phase IV into three overlapping stages—Alpha, Bravo, 
and Charlie.61 During Alpha, the military would have the lead; during Bravo, a 
U.S. civilian authority would move to the forefront; during Charlie, the Iraqis 
would take charge. “None of this was exclusive,” CENTCOM’s chief of war plans 
explained. “It was who dominated and who had the lead during those phases.”62 
The “A-B-C” approach was a way for the military to conceptualize what and when 
certain tasks would have to be performed, given that planners did not yet know 
whether U.S. policy ultimately would call for a rapid handoff to Iraqi leaders or 
to a civilian transitional authority of longer duration. The phases were set; their 
duration was not. 

On October 18, 2002, Secretary Rumsfeld asked Feith to stand up the 
postwar planning office that would prepare for the civil administration of Iraq. 
But Rumsfeld canceled that order just a few days later. Feith later learned from 
Deputy National Security Advisor Steven Hadley that the reversal came from a 
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Presidential decision that the U.S. government should not engage in highly vis-
ible postwar preparations while in the middle of international efforts to defuse 
the threat posed by Iraq without war.63 

These decisions reflected a strategic resistance to bringing postwar planning 
into the open. All the interagency Iraq planning groups worked in secret. Few 
knew the others existed. Officials justified the extreme secrecy on the grounds 
that ongoing diplomatic negotiations would be undercut if Saddam knew that 
postwar planning was well underway. “There was a reluctance to pull that all to-
gether,” Feith explained, “because, while you’re saying that you want to resolve 
this dispute through non-military means, there’s a sense that you’re contradicting 
yourself if you’re not only planning for the war but planning for the postwar.”64 
While postwar planning efforts progressed under strict secrecy, the build-up of 
troops and materiel around Iraq’s borders continued—a necessary threat to 
make diplomatic negotiations credible in the eyes of Saddam.

The structure of postwar administration and the mechanics of political tran-
sition remained undecided through the fall. A revised version of the strategy 
paper, Iraq: Goals, Objectives, Strategy, issued in late October 2002, reflected 
the lack of a clear decision on these matters. Rather than articulating a detailed 
timetable for transition to Iraqi control, the memorandum spoke only of an 
interim administration that would provide for “external and internal security,” 
“humanitarian assistance,” and “the country’s political, economic, and security 
reconstruction.”65 

Early Warnings
As planning for the invasion moved forward, the Departments of Defense and 
State produced assessments of what could go wrong. In October 2002, Secretary 
Rumsfeld, Chairman of the Joint Chiefs of Staff General Richard Myers, Vice 
Chairman General Peter Pace, Deputy Secretary Wolfowitz, and Under Secretary 
Feith developed a “Parade of Horribles” memo that presented 29 possible catas-
trophes the invasion of Iraq might engender. In retrospect, the memo proved 
remarkably prescient. Number thirteen was not finding weapons of mass destruc-
tion. Other fears included sectarian and ethnic strife among Sunnis, Shi’a, and 
Kurds; the failure to capture Saddam Hussein; Iraq fracturing into two or three 
pieces; U.S. postwar involvement lasting ten years, rather than two to four; the cost 
of the postwar effort being too high; and a turnabout in world opinion.66 Rumsfeld 
shared the memo at an NSC meeting with the President, the Vice President, the 
Secretary of State, the National Security Advisor, and the CIA Director.67

In mid-December, Secretary Powell received a twelve-page warning—co-
authored by Ryan Crocker, eventual Ambassador to Iraq—titled “The Perfect 
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Storm.” This memo accurately warned that the struggle for dominance after the 
fall of Saddam would inspire violent clashes among Iraq’s sects, tribes, and ethnic 
factions, possibly leading to the country’s fragmentation.68 Deputy Secretary 
of State Richard Armitage believed that this memo was shared with the NSC, 
although members of Frank Miller’s Executive Steering Committee were not 
privy to it or to Rumsfeld’s “Parade of Horribles” memo.69 

Caveats about what lay ahead could also be found in the history of nation 
building.70 Of the sixteen countries in which the United States attempted to 
implant institutions of democratic government over the past century, only 
four—West Germany, Japan, Panama, and Grenada—remained democratic a 
decade after U.S. forces ended their active involvement in governance. In three 
countries—Cuba, Haiti, and Nicaragua—intervention led to worse misrule and 
greater economic decline.71 Some political scientists and historians noted that 
Iraq’s social and political attributes could make the country inherently resistant 
to political reform by outsiders, and that any effort there would be unlike the U.S. 
occupation of Germany and Japan.72 Both Germany and Japan were highly de-
veloped societies with homogeneous populations and established bureaucracies. 
Operational planning for their occupation began within months of the bombing 
of Pearl Harbor, and thousands of native speakers were trained.73

The potential difficulty in remaking Iraq’s political system was underscored 
in January 2003 by a then-classified National Intelligence Council assessment, 
Principal Challenges in Post-Saddam Iraq, which predicted that establishing a 
democratic system in Iraq “would be a long, difficult, and turbulent process.”74 CIA 
Director George Tenet and his deputy, John McLaughlin, did not highlight the find-
ings of the assessment to interagency planners or ask that it be briefed to the NSC’s 
Executive Steering Group on Iraq or to the NSC’s Deputies Committee.75 

Several other studies outlined how the expected difficulties of regime change 
would affect the military and civil missions in Iraq.76 The most comprehensive was 
by Conrad Crane and Andrew Terrill of the Army War College Strategic Studies 
Institute. In coordination with the Army Deputy Chief of Staff for Operations, 
Crane’s interdisciplinary team began work on their study in October 2002. Two 
dozen officials from the Joint Staff, Joint Forces Command, and the Departments 
of Defense and State vetted its interim findings in mid-December. Published 
February 1, 2003, the report identified 135 tasks that military and civilian agen-
cies would need to perform across 21 categories of activity.77 

The Congress also examined postwar scenarios. On August 1, 2002, the 
Senate Foreign Relations Committee held a hearing at which members heard 
warnings from scholars about potential challenges an invasion of Iraq could bring. 
It would be the only congressional examination of postwar scenarios before the 
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Congress authorized the President to “use the Armed Forces of the United States 
as he determines to be necessary and appropriate” to defend the United States 
against the threat from Iraq and to enforce UN resolutions regarding Iraq.78 
Although six committees and two subcommittees held more than a dozen hear-
ings subsequent to the vote in Congress to approve the use of force, most of the 
hearings focusing on post-Saddam Iraq did not occur until just before hostilities 
began in March 2003.79 

The Future of Iraq Project
By late 2002, participants in the State Department’s Future of Iraq Project began 
formulating their own vision of postwar administration. Working independently 
of other planning teams, fourteen of the project’s seventeen working groups met 
between July 2002 and April 2003, bringing some 200 Iraqi exiles together with 
government and international experts.80 The project identified a range of issues 
that an invading army inevitably would confront, from the possibility of politi-
cal violence to the decrepit electricity, oil, and water infrastructures. The richly 
developed reports constitute the single most rigorous assessment conducted by 
the U.S. government before the war. Although the findings of each working group 
did not amount to an operational plan, their reports contained facts and analysis 
that could—and in some cases did—inform operational planning. 

Several factors—particularly timing—kept most project findings from in-
fluencing interagency deliberations. Of the fourteen working groups that did 
meet, many carried their deliberations into 2003—too late to influence pre-
war planning.81 Moreover, the completed reports proved of varying utility. The 
Transitional Justice Working Group, for example, offered a detailed analysis of 
Iraq’s political-military establishment. The specific suggestions it contained came 
close to constituting an action plan on the legal front. Others, such as the Public 
Health and Humanitarian Needs Working Group, offered only a generalized set 
of recommendations drawn from previous international crises. 

The NSC’s Executive Steering Group invited the project’s director, Thomas 
Warrick, to brief the group shortly before the invasion, but the project’s unwieldy 
reports—which in toto ran more than 1,000 pages—could not be easily reduced 
to a set of slides that policymakers could absorb.82 Warrick’s briefing did not 
raise a single issue for decision and was not viewed as useful at the time. To plan-
ners preparing for war and a short postwar operation, the Future of Iraq Project 
did not look like a coherent operational plan.83 Only when Warrick produced 
an edited volume of findings after the war began could the project be seen as a 
comprehensive guide to issues the United States could face—and, by then, was 
already facing.84 
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Perhaps most critically, the project’s reports did not capture the attention of 
the State Department’s senior decision-makers. Secretary of State Colin Powell 
and his Deputy Secretary Richard Armitage did not use them to bolster their 
cautionary views or to push for more detailed planning on worst-case scenarios. 
Without a high-level patron, the project’s reports lacked the visibility and clout 
to reach key decision-makers in time.85 “I never felt that the Future of Iraq Project 
was embraced or connected to the actual planning effort for regime change,” 
Ambassador Ryan Crocker said, “and the farther we went into the calendar, the 
more noticeable that became.”86

Fragmented Planning
The divergence Crocker noticed was the consequence of a planning process that 
had been fragmented from its beginning. For nearly a year, the NSC exercised 
loose coordination over separate efforts by State and Defense and did not seek 
the participation of post-conflict experts at USAID. The marked separation be-
tween civilian and military preparations, which had existed since late 2001, was 
followed by further fragmentation within the interagency planning process, which 
had begun in earnest in August 2002. Even as officials thought they were moving 
toward an integrated master plan, the building blocks of that plan were being 
developed in a piecemeal fashion that rendered risks and needs less visible. 

The reasons for the fragmentation were in part bureaucratic, but, in an im-
portant sense, they were also the product of higher-level strategic judgments. 
Calls for better-integrated planning and greater capacity to address worst-case 
scenarios were subordinated to the views of Defense Department officials who 
were committed to a rapid transfer of power. The liberation approach they and 
others backed became the operative strategy, with the White House elevating it 
to official U.S. policy by late fall 2002.87 

As the fall turned to winter, NSC officials moved to integrate this vision of 
regime change into operational plans being prepared by the government’s civilian 
agencies. USAID was among the first to be mobilized.
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Essential Services Overview: Prewar Levels in Iraq

Metric88
Pre-

invasion

Electricity Production 
Megawatts 4,075

Oil Production 
Million Barrels per Day 2.58

Iraqi Security Forces
Soldiers and Police 1,300,00089

Telecommunications
Landline Subscribers 833,000

Mobile Subscribers 80,000

Iraq’s electricity sector suffered from years of inadequate maintenance and poor 
management under Saddam.90 According to the International Monetary Fund 
(IMF), Iraq’s monthly electricity production, from March 2002 to March 2003, 
averaged 4,075 megawatts per day.91 The distribution of power under Saddam 
heavily favored Baghdad, which received between 16 and 24 hours of power per 
day, while the average Iraqi household outside the capital received power for just 
4 to 8 hours per day.92 

The U.S. Department of Energy estimated that Iraq’s oil production fell to 2.0 
million barrels per day (MBPD) in 2002, but increased to 2.58 MBPD just before 
the war.93 Although oil production itself is not an essential service, oil feeds the 
refineries that produce petroleum products for domestic consumption, is critical 
to electricity generation, and provides Iraq with much of the revenue that sup-
ports other services.
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Chapter 2 
The Agencies Engage

We needed to be thinking at a much different order of magnitude 
of what is required to reconstruct a failed state, in the context of a 
U.S. military invasion.

James Kunder 
USAID Deputy Assistant Administrator for 

Asia and the Near East (2002-2004)*

In 2002, the United States Agency for International Development administered 
nearly $7.5 billion in foreign aid programs.1 Its 2,000 employees and 5,000 con-
tractors worked in more than 100 developing countries across the world.2 Many in 
government nonetheless viewed USAID as a minor player running small projects 
in faraway places. Despite its relative lack of capacity, USAID was fast becom-
ing an essential player in the late 2002 planning for postwar Iraq. The National 
Security Council assumed that USAID’s disaster response teams could help 
contain humanitarian crises that might follow the invasion, and that its develop-
ment know-how could help repair Iraq’s infrastructure and support the country’s 
transition to democracy. Some Pentagon planners—particularly those unfamiliar 
with USAID’s missions in Bosnia, Kosovo, and Afghanistan—imagined that 
the agency had vast powers to rush in civilians behind the troops and establish 
conditions that could lead to the soldiers’ deployment home.

USAID officials first learned of their expected role in Iraq well after war 
planning had begun. Notably, USAID Administrator Andrew Natsios was not 
formally consulted in the early planning phases.3 Ross Wherry, who ultimately 
directed much of the agency’s reconstruction preparations, began to learn about 
Iraq planning in mid-2002 through a series of chance encounters, cryptic notes, 
and indirect suggestions that the agency should develop contingency scenarios.4 
The agency did not become formally involved until August 2002, when USAID 
Assistant Administrator Wendy Chamberlin was asked to serve on the NSC’s 
Humanitarian Working Group. 

White House officials would ask several USAID officials to join the planning 
efforts over the next month.5 The agency’s Asia and Near East Bureau soon took 
charge of reconstruction planning, while the Bureau for Democracy, Conflict and 
Humanitarian Assistance prepared for humanitarian relief operations.6 In early 
October 2002, Administrator Natsios formed USAID’s Iraq Task Force, chairing 

* SIGIR interview with James Kunder, USAID Acting Deputy Administrator, February 15, 2008.
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its weekly meetings thereafter to coordinate the agency’s efforts. Several hundred 
USAID employees eventually would work full time on Iraq plans.7

When it came to mobilizing resources for possible humanitarian disasters in 
Iraq, USAID officials proceeded with full Administration support.8 Mobilizing 
reconstruction resources, however, was a different matter. The NSC conceived of 
reconstruction primarily in terms of brick-and-mortar work, but USAID viewed 
such rebuilding as only part of a long-term social and political transformation 
necessary to achieving a fully democratic Iraq.9 This divergence reflected larger 
disagreements among the President’s advisors over what the postwar mission in 
Iraq demanded, making for a difficult and tense planning process.10 In every as-
pect of the effort—in both the humanitarian and reconstruction areas—complex 
contracting regulations and time pressures pushed USAID’s capacities to the 
limit, exposing structural weaknesses in the U.S. government’s capacity to mo-
bilize for contingency relief and reconstruction operations.11 

USAID’s Vision for Post-Conflict Iraq, first drafted in October 2002, stated 
the Administration’s emerging policy that “reconstruction will aim to bring Iraqi 
facilities back to a modestly improved pre-conflict level.” It also included this 
pointed—and, in retrospect, markedly accurate—assessment: “complete recon-
struction to the economic and institutional capacity of 1980 (conditions prior to 
the Iran-Iraq war) will require years of public investment.”12 

Planning to Prevent a Humanitarian Disaster
The fear that Saddam would severely damage his own country in response to a 
U.S. invasion drove much of USAID’s humanitarian planning. “What happens 
if Saddam blows up the dikes, the dams, floods the country?” Natsios asked.13 
Refugees also were a paramount concern. In response, USAID mobilized its cadre 
of U.S.-based and international NGOs that carry out the agency’s humanitarian 
missions. The agency’s disaster relief expert, Jonathan Dworken, chaired regular 
meetings in the USAID crisis room to plan their deployment. 

USAID’s Office for Foreign Disaster Assistance built the largest Disaster 
Assistance Response Team in the agency’s history.14 USAID’s Office of Transition 
Initiatives (OTI), which works to stabilize countries making the transition from 
violence to peace, also mobilized much of its staff to work on Iraq planning.15 
Programs to prevent or minimize acts of reprisal and to maximize high-visibility 
projects that would symbolize U.S. goodwill were geared toward best-case, worst-
case, and middle-range scenarios.16 

Food was also a top priority.17 The World Food Program, the food-aid branch 
of the UN, was deemed best suited to manage the logistics; it had the capacity to 
rush in 600,000 metric tons of food to feed 25 million people each month.18 In 
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the early fall of 2002, the Director of USAID’s Office of Food for Peace alerted 
World Food Program officials in Rome that hostilities in Iraq might be immi-
nent. Robin Cleveland, co-chair of the NSC’s humanitarian working group, then 
authorized up to $200 million for the World Food Program to survey roads, 
identify warehouses, and preposition trucks, supplies, and staff.19 It was the first 
U.S. down payment on postwar Iraq. 

Success in Iraq would depend significantly upon synchronizing civilian relief 
efforts with military combat operations. In early November 2002, a contingent 
from the NSC’s Humanitarian Working Group spent two days at CENTCOM 
headquarters in Tampa, Florida.20 The Humanitarian Planning Team, as this 
contingent came to be known, worked to improve coordination between plan-
ners at CENTCOM and USAID.21 In Tampa, the planning team and its military 
counterparts walked through what each agency and the military would do in the 
event of mass civilian casualties, refugee flows, and disruptions in the water and 
food supply. 

Institutional differences made this joint planning difficult.22 In the view of 
some USAID officials, CENTCOM planners had a circumscribed view of post-
war operations. Military planning naturally emphasized the combat phase. “They 
were very focused on operations orders: take this hill by this date, take this cross-
roads,” Wherry said. USAID planners realized that meeting humanitarian needs 
would fall almost entirely on their shoulders.”23 

Planning for Reconstruction
The evolving postwar plan called for a shift to reconstruction efforts once hu-
manitarian needs were met. The scope of reconstruction would depend upon the 
amount of damage.24 The Humanitarian Working Group developed reconstruc-
tion plans for various sectors and assigned an agency to lead each one. USAID 
would bear responsibility for most sectors, including health, water and sanitation, 
electricity, education, transportation, telecommunications, and agriculture/rural 
development. It also would complement governance efforts by the Department 
of State. Officials at Treasury would handle plans for financial recovery and eco-
nomic development. Oil was assigned to the Pentagon.25 

Wendy Chamberlin, Ross Wherry, and Christopher Milligan managed 
USAID’s reconstruction planning.26 The agency’s institutional culture embraced 
a concept of development that went beyond merely rebuilding what war de-
stroyed. Physical rehabilitation of damaged infrastructure would be one step in 
a larger democratic transition. Neighborhoods would need to elect their own 
governing councils to restore civil order. Teachers and civil servants would have 
to stay on the job. Employment programs, micro-lending, and other economic 
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stimuli would be offered alongside programs that fostered reconciliation. This 
conflict transformation framework had informed international peacekeeping 
missions in Somalia, Haiti, Bosnia, and Kosovo.27 USAID officials proposed that 
it should also be adopted in Iraq. 

White House officials were skeptical. This was exactly the kind of nation build-
ing the Administration had wanted to avoid. Robin Cleveland, co-chair of the 
NSC’s Humanitarian Working Group, articulated a more limited view of U.S. 
objectives, insisting that only war damage would be repaired; the new Iraqi state 
would do most of the rebuilding, paying for it with Iraqi oil revenues. USAID 
planners, however, warned that achieving a stable and economically prosperous 
Iraq would require significant U.S. investment.28 

The postwar policy for Iraq envisioned a democratic state that would threaten 
neither its regional neighbors nor U.S. interests. “Security, humanitarian assis-
tance, and reconstruction aid,” National Security Advisor Condoleezza Rice 
stated, would be deployed “in support of this vision.”29 How much reconstruc-
tion aid would be enough to achieve these goals was a matter of dispute between 
White House and USAID officials. 

The U.S. postwar strategy had a two-phased approach. USAID would at-
tend first to providing food, water, public health, and emergency electricity. 
Once Iraq stabilized, it would expand its focus to improving basic infrastructure, 
including electricity, roads, irrigation systems, hospitals, markets, and schools. 
The overarching goal of infrastructure repair was to return service delivery to 
pre-conflict levels. 

Alongside physical reconstruction, USAID planned to promote economic 
renewal by bolstering Iraq’s private sector, improving its banking system, and 
modernizing its agricultural economy. One of the primary goals was to establish 
a regulatory regime favorable to private enterprise that would, in time, make 
Iraq competitive in the world market. USAID put forth its plans, recognizing 
that fostering democratic governance in Iraq based upon the rule of law would 
be an enormous challenge. 

The Department of State had the lead on developing a specific governance 
strategy, with USAID participating by preparing assistance programs that would 
help reform Iraq’s local governance. USAID expected State to provide guidance, 
but in the absence of a detailed framework from the Department, the agency de-
veloped its own plan in which authority over funding many civic services would 
devolve to local governments, which had no previous experience in managing 
the delivery of essential services or administering the rule of law.30 This proposed 
radical restructuring of Iraqi governance institutions was meant to promote a 
clean break from Saddam’s highly centralized control.
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USAID’s approach to reconstruction embraced the Administration’s transfor-
mational ambitions for Iraq, but also revealed the gulf between those ambitions 
and the limited resources that White House officials were willing, at the time, to 
commit. These differences came into stark relief when USAID’s Vision for Post-
Conflict Iraq contrasted the goals for each sector with the status of Iraq’s dilapidated 
infrastructure. In the electricity sector, for instance, restoring service to prewar levels 
depended on finding enough portable generators and securing adequate supplies of 
fuel, substantial logistical challenges in a country with minimal refining capacity.31 

A similar gap between goals and resources existed in the agricultural sector, 
Iraq’s largest industry after oil. Fostering “commercial processes and a market-
based food economy” would require repairing irrigation systems on more than 
two million acres of land, engaging in extensive technology-transfer programs, 
and immediately providing assistance for upcoming rice and barley harvests.32 
To meet the education sector’s goal of reopening schools for the new term, the 
United States would need to repair 3,000 schools and provide supplies and in-
structional kits to 12,500 more.33 

Conflicted Planning
Planners framed reconstruction policy for postwar Iraq by setting benchmarks in 
each sector at one month, three months, six months, and twelve months. These 
benchmarks developed through a sustained back-and-forth debate between White 
House officials and those at USAID and other agencies. For example, OMB’s 
Robin Cleveland argued that the number of schools rehabilitated would be a good 
indicator for progress in the education sector. But the idea of counting buildings 
was anathema to USAID, whose subject-matter experts insisted that the percent-
age of children in school would be a more accurate measure of progress toward 
primary-education goals. The number of schools became the benchmark.

Cleveland’s demands often pushed planners beyond what they believed they 
could reasonably deliver. Missing from the intelligence, according to USAID’s 
Wherry, were assessments of the economy, governance, agriculture, and other “soft” 
aspects of Iraq’s condition. “If it couldn’t be got by a satellite, we just didn’t have it,” 
he said.34 At one point, Chris Milligan was directed to establish indicators for the 
transportation sector. “I had a turn-around time of four hours to determine how 
many miles of roads would be re-opened or repaired,” he said. To meet the deadline, 
he went to the USAID reference library, researched the available data on Iraq’s road 
networks, and provided his “best estimate” based upon limited information.35 The 
estimate went directly into USAID’s Vision for Post-Conflict Iraq. “A targeted 50 
percent, or about 2,200 kilometers, of economically important roads and bridges 
open to high speed traffic,” was the sector goal.36 
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USAID Reconstruction Sector-Goals Timeline
Immediate Post Conflict 60 Days 6 Months 12 Months 18 Months

W
at

er
 a

nd
 S

an
ita

tio
n

Rubber water bladders 
and purification 
equipment for up to 
one million displaced 
persons. Generators will 
be provided to power 
water systems pumps as 
required. 

Repairs will begin on up to 
10 urban water systems, 
assuming secure access 
to them.

Dependable minimum 
water supply will have 
been re-established in 
15 cities.

Water systems will 
begin to be returned 
to local control. 
Revenue generation 
will be an issue at that 
point.

Dependable 
minimum water 
supply will have 
been re-established 
in all cities greater 
than 25,000 persons. 
Primary sewage 
treatment will have 
been restored in ten 
urban centers.

Pu
bl

ic
 H

ea
lth

Delivery of medicines 
and consumable surgical 
supplies to treat injured 
civilians and operate 
medical facilities. 

Basic health services will 
be available to a targeted 
25% of the population, and 
maternal/child health up 
to 50% of the populations, 
in secure areas.

Basic health services will 
be available to a targeted 
50% of the population, and 
maternal/child health up to 
100% of the populations, in 
secure areas

The reformed 
Ministry of Health will 
begin operating the 
health care system. 
Referral hospitals will 
be functioning in 21 
urban locations.

Basic Health services 
available to the entire 
population. Advanced 
surgical services 
available.

Tr
an

sp
or

ta
tio

n

Damage assessments will 
be reviewed to prioritize 
reconstruction efforts. 
Repairs to Umm Qasr 
and Basra International 
proceed.

Port of Umm Qasr and 
Basra International Airport 
reopened for humanitarian 
traffic. Flour mills 
connected to seaport.

A targeted 50%, or about 
2,200 kilometers, of 
economically important 
roads and bridges are open 
to high-speed traffic. Ports 
of entry for highways are 
appropriately controlled.

Reconstruction of 
roads, rail and barge 
landings completed 
to minimal level.

The Ministry of 
Public Works will 
be restructured, 
and furthered 
transportation 
assistance will make 
a transition to being 
the responsibility of 
the Ministry and local 
governments.

El
ec

tr
ic

ity

Install emergency 
generators at hospitals, 
pumping stations, other 
priority sites.

A targeted 550 diesel-
driven emergency 
generators will be installed. 
Rapid assessments 
conducted as security 
permits, and a power 
restoration plan prepared.

15% of the high voltage 
(132Kv and 33Kv) 
distribution net repaired, 
including rehabilitation of 
a targeted 50 substations 
and 5 generation plants 
in key urban areas. 40% 
of the previously served 
population has electricity.

Generation of 6,750 
MW achieved.

An additional 60 
substations and 
another 5 generation 
plants operational. 
Total electric supply 
a targeted 75% of 
pre-1991 level, with 
electricity reaching 
most, if not all, of the 
urban population.

Lo
ca

l D
ev

el
op

m
en

t

Prevent destruction of 
land records, ration lists, 
public documents.

Identify key local leaders 
and councils; connect 
them to opportunities for 
relief and reconstruction 
assistance, using small 
grants for immediate 
assistance as appropriate. 
Radio stations operating in 
secure areas.

Reconstruction offices 
established in all 18 
provinces to coordinate 
projects and facilitate 
service provision. Interim 
local assemblies have clear 
roles and responsibilities.

Local governments 
counterbalance 
recentralization 
tendencies; 
interim democratic 
institutions 
demonstrate 
representative and 
transparent local 
governance.

Local administrations 
have responsibility for 
revenue generation 
for local services.

Ec
on

om
ic

 G
ov

er
na

nc
e

Technical assistance 
teams will begin work 
outside Iraq to prepare 
for the needs of the 
Finance Ministry and 
the banks. 

Technical teams ready to 
move into Iraq to assist 
a vetted Iraqi financial 
leadership team. Small 
business lending facility 
prepared to open.

Central Bank and MOF 
operating. Central Bank 
and SOMO cooperate on 
oil sales and food imports. 
Permissive environment 
for private banks. If a new 
currency is needed, ready 
for issuance. Programs 
promote competitiveness 
and global trade

MOF handles all 
government payrolls. 
Legal framework is 
hospitable to private 
business.

Privatization of state-
owned businesses 
is occurring. 
Widespread access to 
private commercial 
banks.

Source: USAID, Vision for Post-Conflict Iraq, February 19, 2003.

Although some USAID officials had taken part in interventions in Bosnia, 
Kosovo, and Haiti, the agency had not had a role in large-scale contingency relief 
and reconstruction operations since the Civil Operations and Revolutionary 
Development Support (CORDS) program in Vietnam.37 USAID’s office com-
puters were not even outfitted to email the classified plans agency officials were 
developing. Each time its planners completed a new draft, they had to hand-carry 
copies to the White House.38 
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Navigating between agency views and White House demands proved dif-
ficult. Realizing that he could not bridge some of the divides, USAID’s Milligan 
decided to “jump through hoops” to get as many resources as possible to mobilize 
contractors and agency personnel in advance of the invasion. “Just tell me what 
I need to do to secure the money so we can be reasonably prepared,” Milligan 
remembers thinking.39 Although members of the Humanitarian Working Group 
had disagreements along the way, at no point did they take these issues to the 
level of Frank Miller’s Executive Steering Group on Iraq or to Stephen Hadley’s 
Deputies Committee.40

By December 2002, USAID had arrived at a picture of what the agency 
thought it would take to reconstruct Iraq within the policy guidelines set by the 
NSC. Officials consolidated humanitarian and reconstruction plans in a huge 
spreadsheet that became known as the “horse blanket.”41 The horse blanket 
showed the order in which USAID would mobilize its workforce and the many 
contractors it employed. It was a checklist of what would need to happen inside 
the agency to get ready for postwar Iraq. 

In a briefing to the NSC Deputies Committee on December 10, 2002—with 
war just over three months away— Robin Cleveland and Elliot Abrams presented 
the Humanitarian Working Group’s final recommendations. Most of the brief-
ing slides detailed humanitarian preparations; a few dealt with reconstruction 
and the complex Iraqi political situation that would emerge after the invasion.42 
The presentation listed the assumptions on which the group had based its plans. 
A secure environment was first.43 The briefing also made clear that the working 
group had planned for only a modest intervention. After the meeting, USAID 
was “instructed to go full bore with detailed planning,” including drawing up the 
contracts to carry it out.44 

USAID Mobilizes Contractors
Like most U.S. civilian agencies, USAID had little in-house surge capacity. Almost 
all of its mission in Iraq would be executed by NGOs and the small circle of com-
panies that traditionally bid on the agency’s contracts. By early 2003, six in ten of 
the personnel running USAID’s overseas missions were contractors, the result of 
a 37 percent cutback in government staff in the decade following the Cold War.45 
“We lost a third of the Foreign Service and a third of the civil service in the mid-
90s,” Administrator Natsios said, “and we never got them back.”46 

Mobilizing USAID’s contractors was complicated. By law, U.S. agencies must 
follow the Federal Acquisition Regulation (FAR), an encyclopedic compendium 
of rules governing federal contracting.47 The FAR values procedural fairness and 
transparency over expediency.48 Its mandatory reviews and restrictions would 



• 25 •

• The Agencies Engage •

later rankle officials in Baghdad, who thought its provisions were not well-suited 
for contingency contracting in a war-zone. A number of FAR exemptions allowed 
for flexibility in unusual circumstances.49 One of the most important was the 
“notwithstanding authority” clause, which permitted USAID’s Office of Foreign 
Disaster Assistance to award grants to relief organizations outside normal FAR 
processes, if international disaster relief demands required it.50 

USAID had existing contracts for frequently used services, which enabled it to 
set up some postwar contingency programs for Iraq rapidly. These “indefinite de-
livery, indefinite quantity” (IDIQ) contracts were held by firms that maintained 
ready-response capabilities. As planners identified needs, agency officials would 
issue “task orders” under an IDIQ contract, which the contractor would then 
carry out. Pre-authorization letters also enabled USAID to mobilize contractors 
and emergency-relief organizations before specific task orders were written or 
grants awarded.51 In extraordinary situations, agency officials could waive the 
FAR’s “full and open competition” requirement. 

On January 16, 2003, with war looming, USAID Administrator Andrew 
Natsios did just that, waiving the FAR’s full and open competition requirement 
for all war-related contracts. USAID’s late entry into planning, Natsios argued, 
made it impossible to use the normal bidding processes.52 The agency’s Inspector 
General later certified that USAID properly justified the waivers for each contract 
it let with less than full and open competition.53

A number of USAID’s contractors received urgent phone calls during this pe-
riod. The day after Christmas 2002, Bruce Spake, Vice President at Development 
Alternatives, Inc. (DAI), heard from USAID official Rob Jenkins: “Bruce, we’re 
interested in talking to you about some possible work in a place in the Middle 
East. You read the newspapers, don’t you?” Jenkins asked Spake to write a con-
cept paper for working in a destabilized country in the Middle East “without 
using that country’s name.” Spake turned in a paper the next day, and DAI was 
awarded a contract shortly thereafter. In February 2003, the company dispatched 
an advance team to begin operations in Kuwait, weeks before senior U.S. civilian 
leadership arrived in the region.54 

USAID also awarded a total of $41 million in international disaster assistance 
to a broad array of NGOs, including Mercy Corps, Save the Children, and the 
International Rescue Committee.55 By the end of February, the agency had pro-
vided $17.3 million for prepositioning relief commodities in theater.56 

Contracting was more complicated on the reconstruction side, in part because 
USAID’s development ethos had long since moved away from viewing large 
infrastructure projects as catalysts for economic growth. Although the agency 
activated several of its standing IDIQ contracts, it still needed new contracts 
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for the large-scale construction tasks looming ahead.57 Crafting their language 
was a crucial step in the mobilization process. To ensure that reconstruction 
policy formulated by the NSC translated into the right assets on the ground, 
contracting officers from USAID’s management bureau had begun working with 
experts across the agency in the late fall of 2002 to write the necessary “statements 
of work,” which are basic—but critical—descriptions of a project and what is 
required to implement it. Many of the statements of work mirrored the goals 
outlined in USAID’s Vision for Post-Conflict Iraq and the indicators developed 
by the NSC’s Humanitarian Working Group.58 

Eleven teams finalized the statements of work in early December and wrote 
requests for proposals during the last two weeks of the year.59 “The instruction 
was…get in, get it [done], get out,” Ross Wherry recalls. But because USAID’s 
experts believed rebuilding would take longer, its contracting officers added op-
tions to extend each contract.60 

From February through May 2003, USAID awarded eight major contracts 
worth $1.3 billion, the largest short-term burst of contracting in the agency’s 
history.61 This was just the beginning. The agency would soon let many more 
contracts, and it would dramatically increase the value of those already awarded.62 
The contracting surge put the agency in a cash crunch. Officials drew $110 million 
from existing accounts on an emergency basis, “mortgaging the fourth quarter of 
AID’s budget in order to do what we had to do in January, February, and March,” 
Wherry said.63 The Iraq Relief and Reconstruction Fund (IRRF 1), which the 
Congress created in April 2003, ended up funding most of these contracts.64 
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USAID’s Initial Reconstruction Contract Awards 

Date 
Awarded Contractor & Sector

Original 
Contract 
Amount  
($ Millions) 

Original Contract 
Ceiling or Current 
Obligation  
($ Millions)

Contract 
Length

Contract  
Type & 
Procurement 
Method

02/07/03

International 
Resources Group 
(IRG): Personnel 
Services Contract

 $7.000  $27.10 3 month, with 
2 option years

CPFF:  
Sole Source

03/17/03 AFCAP: Logistics  $26.00  $91.50 2 years
CPAF: Inter-
agency  
agreement

03/21/03 SkyLink Air: Airport 
Administration  $10.200  $27.20 

18 months, 
with 2 option 
years

CPFF: Less than 
full and open

03/07/03 SSA Marine: Iraq 
Seaport Assessment  $4.800  $14.32 1 year with no 

option year
CPFF: Less than 
full and open

04/11/03
Research Triangle 
Institute: Local 
Government I

 $168.000  $241.91 I year, with 2 
option years

CPFF: Less than 
full and open

04/11/03 Creative Associates, 
Inc. (CAI): Education I  $62.628  56.50 1 year, 2 

option years 
CPFF: Less than 
full and open

04/17/03 Bechtel National: 
Infrastructure  $680.000  $1,029.83 18 months CPFF: Less than 

full and open

04/30/03 Abt Associates: 
Health Systems  $43.800  $23.03 1 year CPFF: Less than 

full and open

06/01/03

Army Corps 
of Engineers: 
Architecture and 
Engineering Services

 $3.00  $38.09 1 year, 2 
option years 

Interagency 
agreement

06/25/03

Management 
Systems International: 
Monitoring and 
Evaluation

 $5.038  $15.12 
1 base year 
and 2 option 
years

Task Order:  
RFP to all 
holders of IQC

07/24/03 Bearing Point: 
Economic Recovery I  $79.583  $79.58 1 year with 2 

option years
CPFF: Less than 
full and open

10/15/03

Development 
Alternatives, 
Inc.: Agricultural 
Development

 $36.900  $106.70 
1 year with 
two option 
years

CPFF:  
Full and Open

Source: SIGIR, “Iraq Reconstruction: Lessons Learned in Contracting and Procurement,” July 2006, 32.

By far the most substantial IRRF 1 contract during this period—and the larg-
est single contract ever let by USAID—went to Bechtel International on April 
17, 2003: $680 million for major infrastructure reconstruction. The expedited 
bidding process shortened the procurement time normally required for so large 
a contract from seven months to three.65 Of the seven contractors invited to 
compete, only two submitted bids.66 

The Bechtel contract’s statement of work reflected the planners’ beliefs that 
rebuilding Iraq’s infrastructure would help achieve U.S. foreign policy goals. “The 
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U.S. government envisions a postwar reconstruction effort,” the statement read, 
“as a highly visual symbol of good faith toward building trust for economic, social 
and cultural benefits as well as for political stability in the region.”67 Five months 
later, USAID would increase the Bechtel contract’s value to $1.03 billion.68

Defense’s Oil Sector Plan
As USAID planned for its sectors, the Department of Defense prepared for the oil 
sector, while Treasury focused on financial and economic recovery plans. Senior 
officials believed that a rapid post-invasion restoration of Iraq’s oil sector was cen-
tral to achieving U.S. strategic goals. The prospect that oil revenues could finance 
Iraq’s reconstruction led the Administration to assert in March 2003 that total 
costs to the American taxpayer would be limited.69 With 115 billion barrels of 
known reserves and potentially 100 billion more lying in wait—the world’s third-
largest reserves—Iraq, in theory, could rely exclusively on oil to provide not only 
electricity, gasoline, and cooking fuel, but also most of the revenue it needed for 
reconstruction.70 But Iraq’s dilapidated oil infrastructure stood in the way. 

During the 1991 Gulf War, the U.S. bombing campaign severely damaged 
the country’s refineries and oil distribution networks.71 The lack of proper main-
tenance during the sanctions era further degraded the oil sector to the point that 
Saddam was unable to make use of a 1998 UN authorization that allowed oil sales 
to double.72 Despite the import of more than a billion dollars in spare parts and 
equipment under the Oil-for-Food program, Iraq’s production capacity only 
marginally improved during the latter half of the 1990s. 

On September 20, 2002, Under Secretary Feith established the Energy 
Infrastructure Planning Group inside the Department of Defense, placing it under 
the leadership of Michael Mobbs.73 Representatives from the Departments of State, 
Energy, and Defense, and the Central Intelligence Agency eventually joined.74 
Formal meetings began in November, with draft plans due by mid-December.75 

The task of determining how to revitalize Iraq’s oil sector far exceeded the U.S. 
government’s in-house expertise. The need to turn to a specialized private sector 
company led to the first significant—and the most controversial—contract in 
Iraq reconstruction. Although a number of firms could repair oil infrastructure, 
the decision to classify the oil cell’s planning restricted the universe of support-
ing contractors to those with security clearances.76 Mobbs thought that the 
Houston-based firm of Kellogg Brown and Root (KBR), the prime contractor 
for the U.S. Army’s massive Logistics Civil Augmentation Program (LOGCAP), 
was a logical choice.77 LOGCAP is the Army’s standing IDIQ contract for the 
worldwide support of military operations, chiefly providing troops in the field 
with food, fuel, and billeting. 
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Just as USAID had outsourced much of its work in the years after the Cold 
War, the military also had turned to the private sector to perform work once done 
by its own personnel. Under the LOGCAP contract, which KBR held for all but 
a few years since the program’s inception in 1985, contractors provide services 
ranging from building bases to cooking food and doing laundry. LOGCAP grew 
out of the post-Vietnam downsizing of the armed services, reflecting the govern-
ment-wide growth of outsourcing, which would dramatically affect the war and 
reconstruction efforts in Iraq.78 In World War II, one contractor was deployed 
for every seven soldiers.79 During the 2003 invasion, that number had increased 
to one for every 2.4.80 By 2006, contractors outnumbered soldiers in Iraq.81

KBR’s responsibilities under LOGCAP meant that it was already working in 
support of the Defense Department’s Iraq war plans. Mobbs wanted to capitalize 
on this existing relationship. Hiring KBR, though, could create the appearance of a 
conflict of interest, because Vice President Cheney was the former CEO of KBR’s 
parent company Halliburton.82 Under Secretary Feith raised this issue at a Deputies 
Committee meeting and even alerted the Vice President’s office. According to 
Mobbs, White House officials said the mission took priority over whatever political 
fallout might occur from granting a sole-source contract to KBR.83 

A second possible conflict arose. The General Counsel of the Army Materiel 
Command ruled that asking KBR to assist the oil cell was outside the scope of 
activities permitted under the LOGCAP contract. The legal opinion acknowl-
edged that a contract for the logistical support of military operations was not an 
appropriate vehicle for funding plans to repair a foreign country’s oil infrastruc-
ture. The matter was forwarded up the chain, first to the Army General Counsel, 
and then to the Department of Defense General Counsel, who settled the matter 
on November 8, 2002.84 So long as the job did not extend to actual repair work, 
the opinion stated, the contract could go forward under LOGCAP.85 A task order 
for $1.9 million was issued to KBR the same day.86 

The link between planning and executing oil sector repairs, however, could 
not be easily severed. On March 8, 2003, just three months after KBR had re-
ceived its planning contract and one week before the invasion of Iraq, the U.S. 
Army Corps of Engineers (USACE) awarded KBR a $7 billion sole-source con-
tract for repair work on Iraq’s oil sector.87 As the contracting documents reveal, 
part of the basis for this award was the previous task order issued to KBR.88 This 
would be the single largest reconstruction contract in Iraq and the largest known 
sole-source contract in U.S. history. 

A subsequent review by the Government Accountability Office (GAO) found 
that the original November task order was beyond the scope of the LOGCAP 
contract and that the Army Field Support Command should have prepared a 
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written justification to authorize the work without competition.89 But Defense 
officials later justified their use of LOGCAP by citing overriding national security 
interests in getting planning started. “We certainly did not have time to run a 
competition to see who was going to support us,” Mobbs said.90 

USACE mobilized to help with the oil sector work. General Robert Crear, 
commander of the Corps’ Southwest Division, established Task Force Restore 
Iraq Oil (RIO) as part of the plan to rush engineers into theater. Task Force 
RIO’s projected strength was 129 personnel, 90 of whom would be civilians.91 By 
February 2003, a Task Force RIO advance team had deployed to Kuwait. 

As Task Force RIO and the Energy Infrastructure Working Group proceeded, 
Frank Miller and NSC staffer Pamela Quanrud developed a longer-term plan for 
moving control of Iraq’s oil infrastructure back to Iraqis. Avoiding the perception 
that the United States would annex Iraq’s oil wealth for its own purposes was a 
crucial goal. Miller and Quanrud devised a way to manage downstream and up-
stream production while also assembling a governing board of Iraqis. Decisions 
about Iraq’s oil wealth were not to be seen as made by the United States alone. 
Their plan was approved by the President—who came to call Quanrud “the pe-
troleum lady”—in January 2003, when war with Iraq was two months away.92

Treasury’s Financial Reconstruction Plan
The NSC gave the Treasury Department a unique mission for postwar Iraq—
preserving and restoring the country’s financial system—that Treasury ultimately 
executed with success in the chaotic months after Saddam’s fall. Treasury officials 
recognized that the financial recovery of Iraq depended upon the simultaneous 
accomplishment of two interdependent feats: maintaining confidence in the 
country’s currency and restoring operations at Iraq’s financial institutions, in-
cluding its central and commercial banks and the Ministry of Finance. Without 
a functioning financial system and a stable currency, commerce in Iraq—and 
thus much of ordinary life—would grind to a halt.

Addressing these and other economic challenges fell to Treasury Under 
Secretary John Taylor, who, beginning in September 2002, led the agency’s 
Iraq planning efforts, along with Van Jorstad, George Mullinax, and David 
Nummy.93 Taylor established the Treasury’s Task Force on Iraq Financial 
Reconstruction, setting up offices in the Treasury Department’s Market Room. 
Taylor and his team soon found that reliable information about Iraq’s economy 
was almost nonexistent. 

The International Monetary Fund had not done a technical analysis of Iraq’s 
economy for twenty years, and Iraqi data-collection entities had atrophied under 
Saddam. Almost no bank in Iraq transferred money electronically, and the regime 
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had co-opted the once-functional Central Bank to “lend” money to Saddam’s 
cronies. There was also the issue of dealing with Iraq’s dual system of currency—
the “Swiss” dinar used in the Kurdish region in northern Iraq and the “Saddam” 
dinar used everywhere else.94 

Taylor worked with Iraqi participants drawn from the Future of Iraq Project 
and experts across the government to draft contingency plans to prevent a mone-
tary collapse and stabilize Iraqi assets.95 The plan focused on securing key financial 
institutions after Saddam’s regime fell and then using seized Iraqi assets to pay 
the government’s employees and pensioners until a permanent system could be 
established. In support of this planning, the President issued an executive order 
on March 20, 2003—the day the war began—authorizing the freezing of Iraqi 
funds held in U.S. banks. The United States ultimately vested about $1.9 billion 
of these assets in the Treasury Department for—among other things—paying 
Iraqi salaries.96 

NSC’s Asymmetry
A striking asymmetry resulted from the NSC-led planning process: the U.S. 
government planned for the worst-case humanitarian scenario while it simulta-
neously planned for the best-case reconstruction one. Humanitarian planning for 
postwar Iraq advanced smoothly because the humanitarian disaster contingen-
cies involved were straightforward, and the President had backed the effort from 
the beginning. Consequently, humanitarian planners could mobilize any part of 
the government and were free to reach out to international institutions to obtain 
help in formulating what became a robust multilateral approach. By contrast, 
irreconcilable views of how extensive the U.S. financial and administrative role 
in Iraq might become impeded reconstruction planning. Repairing war damage 
ultimately became the policy goal, but little connection was made between how 
the rebuilding would—or even could—bring about a democratic transition.97 

The reality was that most policymakers considered reconstruction a relatively 
minor issue. They saw USAID’s contract with Bechtel as a “standby” measure—
for emergency use only.98 USAID officials—who, in 2002, had privately predicted 
a $90 billion rebuilding scenario over three to five years—could not have gotten 
“traction” for a large reconstruction plan with the officials to whom they reported 
in the interagency planning group.99

The responsibility for reconstruction, along with all the other bureaucratic 
and administrative duties playing out in the fragmented planning process, would 
soon fall under the Department of Defense, which, at Secretary Rumsfeld’s re-
quest, would be given full responsibility for administering postwar Iraq.
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The Department of Defense Takes Charge

It has long been a concern of mine that the U.S. Government 
lacks a standing capability in the area of reconstruction and 
that there is no long-established team of civilians, let alone an 
experienced joint civilian-military team, to handle the challenges 
of major post-conflict tasks.*

Donald Rumsfeld 
Secretary of Defense (2001-2006)

In the wake of the October 2002 decision to delay establishing a civilian office in 
the Department of Defense to coordinate interagency planning for postwar Iraq, 
the existing planning groups pressed on independently.1 USAID created a de-
tailed plan for humanitarian relief and reconstruction operations. A Department 
of Defense team prepared to restore Iraq’s oil infrastructure, and a team at the 
Department of the Treasury planned to restore Iraq’s financial infrastructure. 
An interagency humanitarian planning team, with representatives from agencies 
across the government, worked at CENTCOM headquarters. But the absence of 
a single coordinating office meant there was no management locus around which 
postwar planning could coalesce. “What was lacking,” Under Secretary Douglas 
Feith would later say, “[was] the integration.”2 

The postwar structure briefed to the National Security Council in mid-Octo-
ber—a three-star military headquarters and a parallel civilian administration—still 
existed only as a diagram on a briefing slide. The Administration lacked a consen-
sus policy on key matters, such as the formation of an interim Iraqi authority and 
a timeframe for transferring power to it. “Liberation” had become the dominant 
assumption, but whether liberation could be easily achieved and stability secured 
was viewed differently by defense, diplomatic, and development officials. All the 
while, troops and materiel flowed to the Gulf. 

At CENTCOM headquarters in Tampa, Florida, the small building that 
housed Iraq war planners was a beehive of activity. Every week seemed to bring 
a new major event requiring action. First was the President’s speech to the UN 
in September 2002, then the war resolution before the Congress in October. 
Next came the issue of obtaining basing rights in the region. Periodically, yet 
another Rumsfeld-directed revision of the war plan would arrive, triggering 

* Donald Rumsfeld, former Secretary of Defense, letter to SIGIR, April 4, 2008.
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commanders’ conferences, new iterations of deployment schedules, and a bliz-
zard of briefing slides.3 

Through all of this activity, Phase IV got short shrift—but not without notice. 
Since late August 2002, the Joint Staff had worried that Phases I through III had 
swamped CENTCOM and that planning for Phase IV had fallen behind.4 The 
Joint Staff recognized that CENTCOM had devoted insufficient resources to in-
tegrate government-wide postwar planning within Phase IV and to coordinate it 
with phases I through III.5 Majors Thomas Fisher and Ray Eiriz, the CENTCOM 
planners working on Phase IV, had other responsibilities that pulled them from 
their postwar planning work.6

On December 11, 2002, the Phase IV planners, spurred by the Joint Staff, 
started catching up. Major Fisher quickly initiated an intense postwar plan-
ning session with a 40-person interagency team. Three days later, he briefed 
the Joint Staff on the draft Phase IV plan. It predicted rough going ahead. “We 
were assuming that there would be no government that moves in, so we were 
anticipating chaos,” Major Fisher said. “We did make the assumption that at 
some point there would be an international mandate, either of the Coalition or 
of the United Nations.”7 After Fisher’s briefing, the Director of the Joint Staff, 
Lieutenant General George Casey, realized that CENTCOM needed to augment 
the Phase IV effort, so he created a joint task force—designating it JTF-4—to 
supply 58 more personnel to help with postwar planning.8 

Defense Leads Postwar Planning
On December 18, 2002, the President used the phrase “war is inevitable” at an 
NSC meeting.9 The remark prompted Secretary Rumsfeld to launch the long-
awaited civil-administration office that would help manage postwar Iraq. Soon 
thereafter, the President resolved the question of its chain of command. 

At Secretary Rumsfeld’s request, and with Secretary of State Colin Powell’s 
concurrence, the President placed the Defense Department in charge of all post-
war activity.10 “State does not have the personnel, the capacity, or the size to deal 
with an immediate postwar situation in a foreign country that’s eight thousand 
miles away from here,” Secretary Powell explained.11 Lodging oversight of both 
military and civilian functions in the Defense Department, Rumsfeld had argued, 
would ensure a seamless transition from combat to reconstruction. A unified 
chain of command, running from the Secretary down through CENTCOM, 
would prevent the split between the military and civil reconstruction seen in 
Bosnia and Kosovo.12 

The President formalized the decision on January 20, 2003, by issuing National 
Security Presidential Directive 24 (NSPD 24), consolidating responsibility for 
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managing postwar Iraq in a new organization, the Office of Reconstruction and 
Humanitarian Affairs (ORHA), housed within the Defense Department.13 With 
a stroke of his pen, the President superseded the existing system for interagency 
postwar planning inside the NSC. This dramatic shift shocked some Iraq plan-
ners. “Within a 24-hour period all of a sudden Robin and Elliot go away,” USAID 
Administrator Natsios said, referring to the Humanitarian Working Group led 
by Robin Cleveland and Elliot Abrams.14 “We were just stunned,” the agency’s 
acting Deputy Administrator James Kunder said. “It was our first insight into the 
fact that there were big processes going on that we were oblivious to.”15 

As Defense officials consolidated control, the period of adjustment that 
followed was turbulent. Some compared the implementation of NSPD 24 to 
a hostile takeover. “You don’t need to worry about the nuts and bolts of basic 
reconstruction,” NSC Senior Director Frank Miller remembers two Defense 
officials saying. “It’s now an [Office of the Secretary of Defense] operation.” 
“Thereafter,” Miller said, “it was ‘you guys stay out, we don’t need your help.’”16 

NSPD 24’s new arrangements directly affected CENTCOM’s Phase IV plan-
ning. “There were two phases to the plan we had developed,” Major Eiriz said. 
First, the Humanitarian Planning Team would ensure that the rest of the govern-
ment be “in synch” with CENTCOM’s plans for humanitarian contingencies. 
“Then there was going to be the reconstruction planning team,” to address the 
restoration of Iraq’s civil institutions and infrastructure. But after NSPD 24 was 
issued, CENTCOM stood down the Humanitarian Planning Team and assigned 
the reconstruction mission to JTF-4.17 

Strategy and Force Levels 
The standing war plan for Iraq, developed by General Franks’s predecessors at 
CENTCOM, called for a half million troops—a number Secretary Rumsfeld and 
his aides thought much too high in light of advances in war-fighting technology 
and service integration.18 Relying on a large force would bring more troops into 
theater than needed, Rumsfeld argued, and would also constrain the President’s 
ability to respond quickly to any other provocations.19 “We got told that it was 
old think, too big, wasn’t innovative, and to readdress the planning using a dif-
ferent set of assumptions,” said Colonel Mike Fitzgerald, CENTCOM’s chief 
of war plans.20 

Secretary Rumsfeld pushed General Franks to develop a more flexible plan, 
one that would rely on fewer troops. “It was clear to the planners, over time,” 
Fitzgerald said, “that some of the assumptions we had made were not going to 
be accepted very well unless they went the way the Office of the Secretary of 
Defense was thinking.”21 The revised war plan significantly reduced aggregate 
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force levels. General Franks ultimately recommended to the President that he 
send only 160,000 combat soldiers, two-thirds less than the number initially sug-
gested by CENTCOM planners.22 

The President questioned whether this lower troop level would affect security 
after the invasion. “In the area of law-and-order, the President and Rice asked 
Tommy Franks if it was covered,” Frank Miller recalled. “He said it was—‘every 
village will have a mayor, a lieutenant, captains, a structure.’ He was asked again 
if he was sure—he emphatically answered, ‘It’s covered.’”23

The Coalition ground forces commander, Lieutenant General David 
McKiernan, “really felt strongly about the inadequacy of the force,” said Colonel 
Mike Fitzgerald.24 The idea of fewer troops similarly unsettled CENTCOM Phase 
IV planners, as Major Fisher explained:

The thing we kept going back to was we’ve only got so many 
people. Do you want them on the streets protecting people? 
Do you want them on the borders keeping WMD from get-
ting away and keeping terrorists from getting in? Do you want 
them on the oil pipelines to keep the oil flow flowing? Do you 
want them handing out food to people that need food? Do 
you want them securing bank vaults and things of that nature? 
Do you want them conducting [medical programs] to build 
good will? I would sit there and talk to these people from [the 
office of the Secretary of Defense] and they’d say, ‘You know, 
we need to improve security on the borders.’ And I’d say, ‘Do 
you know when you stretch the border of Iraq out, it’s longer 
than our border with Mexico? How many divisions would 
you have to put in Arizona, New Mexico, California, Texas 
to secure our border?’25 

Building ORHA
On Thursday, January 9, 2003, Jay Garner, a retired Army Lieutenant General 
and president of the defense contractor SY Technology, was lunching at a res-
taurant in New York when Under Secretary Douglas Feith called his cell phone. 
Garner had successfully led Operation Provide Comfort, a humanitarian mission 
in Northern Iraq, after the 1991 Gulf War. “We just got out of the Secretary’s 
office,” Feith said, “The Secretary would like for you to consider coming in and 
helping us put together a postwar organization.”26 

Garner and Rumsfeld had served together on a federal advisory panel, and 
the Secretary thought it would be easier for a former military man—especially 
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one who knew Iraq—to work with CENTCOM.27 Garner met with Feith and 
Rumsfeld the following week. When he agreed to lead ORHA, Lieutenant General 
Garner could not have known he was “embarking on mission impossible,” as one 
national security aide described his job.28 Just 56 days after ORHA moved into 
its empty Pentagon offices, the United States would be at war.29

Created by NSPD 24, ORHA started with no staff, was barely integrated into 
the military command structure, and—from day one—encountered hostility 
from the very parties whose activities it was asked to coordinate. Three military 
commands, two civilian agencies, and the circle of White House officials expect-
ing to oversee postwar administration learned of Garner’s appointment after 
the fact.30 “Rumsfeld pulled the rug out from under them,” Garner recalls. “They 
never forgave us for that.” 31

The success of ORHA was premised on the idea that Garner would “opera-
tionalize” plans that had already been well developed through the interagency 
process. But when Lieutenant General Garner arrived at the Pentagon, no master 
civilian plan was there to greet him. “They hadn’t lined up anybody to brief us…
we really had to find out what they were doing by word of mouth.” Garner later 
learned about the Office of Special Plans—Feith’s Pentagon unit dedicated to 
postwar planning—but its products, Garner said, were “never given to us, we 
never saw it, didn’t know about it.” Garner learned of the office’s existence just 
before the invasion, when one of his aides happened across it by chance.32 

The logistical and staffing challenges inherent in starting ORHA from scratch 
were overwhelming. “We didn’t have a desk, we didn’t have an office, we didn’t 
have a telephone, we didn’t have anything,” Garner recalls. Arabic linguists, re-
gional specialists, and military planners were nowhere in evidence. Garner himself 
started work on a volunteer basis when the Pentagon was unable to process his 
hiring as a temporary employee.33 

Lieutenant General Garner moved quickly to build a team. He brought in 
retired Lieutenant General Ron Adams as his deputy and hired retired Lieutenant 
General Jerry Bates and Colonel Paul Hughes as senior advisors. Colonel Thomas 
Baltazar was assigned by Feith’s office, and Chris Milligan came over from 
USAID. USACE sent Major General Carl Strock to be ORHA’s seventh mem-
ber. National Security Advisor Condoleezza Rice meanwhile urged government 
agencies to provide more personnel to support the fledgling organization.34

Garner organized ORHA into three pillars: humanitarian assistance, civil 
administration, and reconstruction.35 When Chris Milligan moved into the 
Pentagon the week of January 20, 2003, he helped Garner and Bates flesh out 
the pillar structure.36 The reconstruction and civil administration pillars would 
oversee Iraq’s 22 ministries. To get the ministries back on their feet, an American 
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“senior advisor” assigned to each would serve as the liaison between ORHA and 
the new Iraqi government.

Garner wanted a U.S. government agency in charge of each pillar. “Adams and 
I sat down,” he remembers, “and we put State Department over humanitarian 
affairs, and we put State Department over civil administration, and we put USAID 
over reconstruction.”37 It was a division that reflected each agency’s expertise, as 
well as existing interagency plans. But Rumsfeld objected to Garner’s decision, 
demanding that a Defense official control all three pillars. “I had a running gun 
battle with the Defense Department on who were the leaders of each of these 
pillars,” Garner recalled.38 

Secretary Rumsfeld eventually relented, claiming only the civil administration 
pillar as Defense’s own, but he still questioned the appropriateness of several of-
ficials selected by State and USAID. “The White House,” Rumsfeld later wrote, 
“believed [the selections] would not be a good fit within ORHA.”39 Garner named 
Ambassador George Ward to lead the humanitarian pillar, with Dick Owen, a 
USAID official, as his deputy. USAID official Lew Lucke took charge of the re-
construction pillar, with Christopher Milligan in the deputy slot.40 

Finding a lead for civil administration proved difficult.41 Feith eventually 
nominated Michael Mobbs, who had overseen the department’s oil-planning 
cell.42 The State Department immediately protested the appointment of a lawyer 
rather than a professional diplomat to such a key position. Under Secretary of 
State Marc Grossman told Garner that Mobbs was unqualified for the job. Garner 
brokered a compromise in which Ambassador Barbara Bodine, an experienced 
Arabist who had previously served in Baghdad, would join ORHA to support 
civil administration and provide experience that Mobbs lacked.43 

Unable to assemble a large civilian support staff quickly, Garner filled much 
of the rest of his staff with military personnel. When he asked the Joint Chiefs 
for 90 military personnel, Lieutenant General Casey, Director of the Joint Staff, 
initially refused. “No, too many people,” Casey said, telling Garner that ORHA 
would not be operating 24 hours a day. “If you think we’re not going to have a 
24/7 operation over there,” Garner thundered, “where the hell have you been in 
your career?”44 Only after Garner scheduled a meeting with Secretary Rumsfeld 
to protest the refusal did Casey relent.45 

The staff Garner cobbled together was an ad hoc team—a portent of things 
to come in post-invasion Iraq. Many of the leadership positions were filled by 
officials pulled from retirement or outside government. Senior State Department 
officials were conspicuously absent. “There was not a lot of participation or en-
thusiasm for the mission even at senior levels at the State Department,” George 
Ward said. “It was ‘if you don’t want us, we’re not going to play the game.’”46
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Struggling for Resources and Control 
As ORHA organized itself at the Pentagon, JTF-4, the Joint Staff’s Phase IV task 
force, was doing the same thing at CENTCOM headquarters in Tampa. In mid-
December, Casey had tapped Brigadier General Steven Hawkins, his subordinate 
from operations in Bosnia, to command JTF-4. Hawkins arrived at CENTCOM 
the same day Garner was asked by Secretary Rumsfeld to lead ORHA.47 Phase IV 
planning was transferred from the CENTCOM planning cell to JTF-4 during the 
third week of January 2003, about two months before the invasion would begin.48

The division of duties between ORHA and JTF-4 was ambiguous. Hawkins 
saw JTF-4 as more than just an organization to assume control of CENTCOM 
Phase IV planning. Casey, who launched JTF-4 before ORHA’s formation, had 
intended it to become the command center for postwar operations in Iraq, led 
by a three-star general.49 In this formulation, JTF-4—not ORHA—would have 
the postwar operational lead after the fall of Saddam’s regime. Dozens of area 
specialists and the best military planners would help it work directly with USAID, 
the Department of State, USACE, and the Coalition Forces Land Component 
Command (CFLCC).50 ORHA’s creation fundamentally altered this vision, but 
the new arrangement was anything but clear. 

CENTCOM’s leadership was not happy with either ORHA or JTF-4. Although 
Rumsfeld envisioned ORHA as a “module that fit within the CENTCOM struc-
ture,” military commanders viewed it as an unwanted interloper. “I was getting 
phone calls from Jay Garner, even after he deployed,” Feith said. “CENTCOM was 
referring to ORHA as ‘they’ and ORHA would refer to CENTCOM as ‘they.’”51 

JTF-4 received the same arms-length treatment from CENTCOM. “I couldn’t 
even get office supplies back [at CENTCOM headquarters in] Tampa,” Brigadier 
General Hawkins remembered. “I went to the craft trade show at the Officers’ 
Club and took office supplies off of every display table,” he said. “That’s how I put 
the first pads of paper on the desk to put the task force together.”52 

The cold receptions Garner and Hawkins received reflected the frustration 
within CENTCOM over the ever-shifting management of Phase IV. “What we 
had asked for was a Corps Commander and staff that was already developed,” 
Colonel Fitzgerald said in reference to the three-star command the Joint Staff en-
visioned for postwar Iraq. “What we got [with JTF-4] was General Hawkins—a 
one-star general—and 50 great Americans trying to do great work, but with no 
guidance, no headquarters to accept them, no resources available. They were just 
orphan children.”53 

Others at CENTCOM viewed ORHA and JTF-4 as the long-promised “inter-
agency cavalry” riding to the post-invasion rescue. ORHA and JTF-4 personnel, 
however, had an opposite view, seeing CENTCOM as subject to their direction 
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on postwar matters and obligated to furnish the military resources they needed to 
manage postwar Iraq. Each side tried to have its way. CENTCOM Commander 
General Tommy Franks cited an operational order that placed ORHA under his 
control. In response, Garner asserted his independence by invoking his reporting 
relationship to the Secretary of Defense and the Presidential charter for ORHA. 
“It was a continual battle on who worked for whom,” Fitzgerald said.54 

In a period of three weeks, the Pentagon’s military and civilian leadership 
had launched what became competing postwar organizations. This failure in 
organizational unity hobbled the efforts of both ORHA and JTF-4 to mobilize 
for the mission. The resulting “confusion-of-command” dynamic foreshadowed 
problems that would afflict the Iraq reconstruction program in various ways over 
the next six years.55 

Two Chains of Command
ORHA’s Garner tried to broker a solution to the crossed lines of postwar au-
thority. He asked that ORHA and JTF-4 be merged, with Hawkins becoming 
commander of “ORHA’s operational arm.” When this was rejected, Garner ad-
vocated placing General John Abizaid, CENTCOM’s Deputy Commanding 
General, in charge of the Iraq theater, with McKiernan and Garner as co-equal 
subordinates.56 McKiernan would oversee security and troop movements, and 
Garner would handle civil administration, reconstruction, and humanitarian 
relief.57 It seemed logical to have a “military guy” in charge, Garner reasoned. 
“I didn’t own any helicopters, and I didn’t own any fuel, and I didn’t own any 
trucks,” he said.58 

The Department of Defense weighed this option, but, on the eve of war, 
Rumsfeld backed away from it as well. Garner made one last phone call to 
Rumsfeld from Kuwait. “He finally got so mad at me, he said, ‘We’re not dis-
cussing this anymore,’ and hung up.”59 General Franks also opposed a major 
postwar military command and told his planners he did not see a headquarters 
commanded by a four-star general—which the military would eventually create 
in June 2004—as necessary.60

Ironically, this chain-of-command confusion was exactly what Secretary 
Rumsfeld had hoped to avert by placing postwar administration under the con-
trol of the Department of Defense. Yet, by establishing ORHA in parallel to 
JTF-4, and then not having the CENTCOM commander effectively arbitrate 
between them, Rumsfeld created the very situation he had sought to prevent. “I 
pointed out to the President and to Dr. Rice,” Secretary Powell said, “that they 
authorized and set up two chains of command.” “They said ‘no we didn’t,’” but 
then “checked and realized that’s what they had done.”61
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ORHA Prepares
While Lieutenant General Garner navigated through the colliding chains of 
command, his staff focused on preparing for postwar Iraq. The humanitarian 
pillar took charge of the food program and the disaster relief that the NSC’s 
Humanitarian Working Group had planned. Food, water, medicine, and shelter 
were being positioned in Kuwait and Jordan.62 The reconstruction pillar began 
using the new USAID contracts, especially the International Resources Group 
(IRG) contract for technical experts.63 

Tom Wheelock, IRG’s chief of party, arrived at the Pentagon in February 
2003 to augment ORHA’s reconstruction staff, which now numbered more than 
30. He reviewed the reconstruction targets previously established by the NSC, 
and immediately noted that they went well beyond what could be accomplished 
with the level of funding provided. The $680 million Bechtel reconstruction con-
tract, according to Wheelock, would be “a drop in the bucket.”64 

The arrival of more USACE personnel into ORHA reignited debates about 
what reconstruction should accomplish. USACE saw physical rebuilding as 
reconstruction’s primary goal. “When [USACE] said reconstruction,” Major 
General Strock said, “[those at USAID] were not thinking of bricks and mortar 
and concrete. They were thinking of governance and human rights and those 
kinds of softer aspects of reconstruction, which are very important,” Strock said. 
“But at the end of the day, the laws of physics apply, and if you’re going to get 
water to people you need to understand Bernoulli’s equation.”65

The civil administration pillar was the least developed.66 Finding reliable 
information about Iraq was a challenge. CIA briefings on public services and 
ministry functions were of limited use. “Nobody could tell how many ministries 
currently existed in the Iraqi government,” an ORHA official said. Garner kept 
asking, “Where is my list of ministries?”67 

Iraq’s Postwar Politics
Ordinarily, a political-military plan would have clearly articulated a detailed strat-
egy for engaging with the leaders of Iraqi factions in postwar Iraq. But because 
Defense officials intended to transfer control rapidly to an interim Iraqi authority, 
ORHA was told it would not need such a plan.68 “The expectations derived from 
policy set in Washington were that the establishment and devolution of authority 
to an Iraqi entity would proceed quickly,” an ORHA planner wrote, obviating 
the need for a governance strategy.69 

Garner wanted a second opinion on how to approach the politics of Iraq. In 
late February, one of his staff placed a call to Len Hawley, a former NSC staffer 
with expertise in political-military planning. After evaluating ORHA’s staffing 
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structure, Hawley advised Garner that—at a minimum—he needed a politi-
cal deputy and a political intelligence section.70 Trying to govern Iraq with the 
civil-administration staff he had, Hawley said, would be akin to “running Fairfax 
County [a major suburban area in northern Virginia] with eight people.” Failure 
to move immediately to control the struggle for power would permit powerful 
criminal constituencies to develop. “In this kind of work,” Hawley said, “the clock 
ticks. Nothing can wait.”71

ORHA’s Resource Problem 
Iraq’s postwar politics was only one of many worries. At the end of February, just 
three weeks before the invasion, Garner was still trying to hire enough staff. The 
President authorized agencies to “detail” personnel temporarily to ORHA, but 
they were not compelled to do so—and few did.72 ORHA secured some person-
nel through defense contractors, but these personnel were prohibited by law 
from formulating policy or managing government resources.73 To help solve its 
personnel shortfalls, Garner exploited a temporary-appointment category within 
U.S. law that is normally used to staff boards and commissions.74 These “3161 
appointments” enabled ORHA and later the CPA to bypass the cumbersome 
hiring procedures required by civil service regulations.75 

ORHA also needed administrative, logistics, and other operational sup-
port. Colonel Robert Costello, detailed by the Department of Defense to serve 
as ORHA’s logistics chief, joined the team on January 27, 2003. With Garner’s 
approval, Costello immediately began using the LOGCAP contract to meet 
ORHA’s support needs. Costello developed a statement of work that envi-
sioned an ORHA contingent in Baghdad of 200, with 50 more in three regional 
offices.76 Although the military staff ORHA needed was forthcoming, Garner 
ultimately had to rely on a commercial contract to supply the organization’s com-
munications support because his request for dedicated military communications 
assistance was denied. This denial proved to be a consequential decision. Rather 
than being seamlessly integrated into the secure communications systems used 
by war planners at CENTCOM as well as McKiernan’s theater ground com-
mand, ORHA had to rely on commercial services, such as Internet connections 
and personal email accounts. Unable to send or receive classified information, 
ORHA’s staff, at a critical juncture, would effectively be cut off from both war 
planners in Kuwait and officials in Washington. 

Securing resources for postwar relief and reconstruction was yet another 
battle. In several meetings with National Security Advisor Condoleezza Rice, 
Garner presented anticipated requirements for reconstruction funding.77 At each 
successive meeting, he brought Rice an ever-expanding list of requests, but few 
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were granted.78 “I needed $28 million up front for judicial reform, indigenous 
media, food, refugees, internally displaced persons, and energy,” Garner recalls. 
“Never did get any of those.”79 

Garner also approached Rumsfeld for reconstruction funding, but the 
Secretary was similarly unpersuaded by Garner’s long list. Garner laid out four 
rebuilding scenarios for Rumsfeld, from “do what absolutely needs to be done 
and no more” to “redo the whole country of Iraq.” 

“What do you think that’ll cost?” Rumsfeld asked. 
“I think it’s going to cost billions of dollars,” Garner said. 
“My friend,” Rumsfeld replied, “if you think we’re going to spend a billion 

dollars of our money over there, you are sadly mistaken.”80 
In the five years following that remark, the United States appropriated nearly 

$50 billion for Iraq’s relief and reconstruction.

The “Rock Drill”
One month before combat operations began, representatives from all military 
and civilian agencies involved in postwar administration met together for the 
first time. The occasion was a “Rock Drill,” an interagency rehearsal convened 
by Garner. In a packed conference room at the National Defense University, 
ORHA’s staff joined officials from the NSC, the Vice President’s office, the Joint 
Staff, the Office of the Secretary of Defense, USAID, and the Departments of 
Treasury, Commerce, and State. Admiral James Robb, head of policy and plan-
ning at CENTCOM, flew in. From Kuwait, Lieutenant General McKiernan 
dispatched Major General Albert Whitley, his British deputy, whom he had 
put in charge of Phase IV planning. JTF-4’s Brigadier General Hawkins was 
also there.81

Not everyone made it to the Rock Drill, and some of those who came had or-
ders not to participate fully. Senior State Department officials were conspicuously 
absent.82 Officers from CENTCOM, CFLCC (CENTCOM’s ground combat 
arm), and JTF-4’s Hawkins arrived with instructions that limited the extent of 
their cooperation with ORHA. These “red lines,” an ORHA planner wrote, “re-
lated both to the supporting/supported commander issue and to the feelings of 
inadequate force structure to address post-conflict planning requirements.”83 
Most worrying, General Abizaid—who Garner assumed would be named the 
overall commander in Iraq—was absent.84 

During the two-day conference, key ORHA officials briefed six aspects 
of their evolving strategy: planning assumptions; requirements; high-impact 
actions; measures of effectiveness at 30, 90, 180, 270, and 360 days; policy deci-
sions required; and “showstoppers.” Security was the number-one showstopper. 
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Official meeting notes state that “current force packages are inadequate for the 
first step of securing all the major urban areas, let alone for providing an interim 
police function.”85 

Ambassador George Ward, head of ORHA’s humanitarian pillar, asked, “How 
am I going to protect humanitarian convoys, humanitarian staging areas, humani-
tarian distribution points?” A flag officer who had flown in from CENTCOM 
said, “Hire war lords.” “Wait a minute,” Ward thought, “folks don’t understand 
this. There are warlords in Afghanistan, not in Iraq. There were no warlords to 
rent.” “At that point,” Ward said, “I thought this was going to fail because no one 
is paying serious attention to civilian security.”86

Dick Mayer, a former police officer and deputy director of the Department 
of Justice’s International Criminal Investigative Training Assistance Program, 
proposed that 5,000 international police advisors be rushed into Iraq to bolster 
rule-of-law efforts after the military victory. But no plans were made for such a 
deployment. “What happens to law and order in the meantime?” the meeting 
notes say. “We risk letting much of the country descend into civil unrest and chaos 
whose magnitude may defeat our national strategy of a stable new Iraq.”87 

The lack of adequate reconstruction budgets was the second showstopper. “It 
seems likely that we will begin military action before we know whether sufficient 
Phase IV funds will be available,” the notes read. Everyone was desperate for 
skilled interpreters. Participants were told to expect “economic-related violence.” 
“We should expect to see the economically disadvantaged residents of Saddam 
City [the Shi’a slum in Baghdad, renamed Sadr City after Saddam’s fall] do a bit 
of Robin Hooding…in short, civil unrest will be the rule, not the exception.” The 
absence of a governance plan also concerned Rock Drill participants. “What sort 
of future Government of Iraq do we have in mind,” the summary notes read, “and 
how do we plan to get there?”88 

The Rock Drill exposed problems created by the disjointed postwar prepa-
rations. “It became clear,” said one participant, “that not everything was going 
to be as well organized by the civilians as it was by the military. In part the civil-
ians either weren’t fully on board, or didn’t take [planning and preparation] 
seriously, or didn’t throw their best people at [the subjects]—but the civilians 
weren’t prepared.”89 

Lieutenant General Garner noticed a man seated near the front who asked 
tough, insightful questions. It was Thomas Warrick. When Garner pulled him 
aside during a break, he learned that Warrick had led a year-long State Department 
study on postwar Iraq.90 Dumbfounded that no one had told him about the Future 
of Iraq Project, Garner asked Warrick to join ORHA on the spot.
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Briefing the President
On March 10, 2003, just over a week before the bombing started, Garner briefed 
President Bush in the White House Situation Room on ORHA’s postwar plan. 
Rice, Rumsfeld, Powell, CIA director George Tenet, and General Franks sat 
around the table. Vice President Cheney joined by video link. 

Garner’s briefing slides outlined ORHA’s pillars, the gaps the Rock Drill re-
vealed, and what remained to be done. He told the President that a tremendous 
amount of work was still necessary to make the interagency postwar plans opera-
tional. Garner outlined his major concerns, including some of the “showstoppers” 
identified at the Rock Drill. He focused on the need to fund Iraq’s public servants, 
police, and army; to rush in international stability forces after Saddam’s fall; and 
to employ the Iraqi army for reconstruction.91 

The President authorized Garner’s proposal to use the Iraqi army on re-
construction projects. Envisioning something like the Depression-era Civilian 
Conservation Corps, Garner hoped to help demobilize the army and use it to 
populate a large labor force for reconstruction efforts. The plan, first developed by 
USACE’s Major General Strock, anticipated marching the disarmed soldiers into 
camps, forming 200-man construction units, and putting them immediately to 
work.92 Everyone in the situation room agreed that this was an excellent idea. 

The President was receptive to Garner’s briefing, asked a few questions, and 
thanked him for his service. The meeting was over in less than an hour.93 On the 
same day, Frank Miller presented the President with an overview of postwar politi-
cal strategy, specifically addressing de-Ba’athification and recommending that it be 
undertaken lightly, so as to preserve Iraqi administrative capacity. The President 
approved Miller’s recommendation for a “light” de-Ba’athification policy. 

Two days later, Under Secretary Feith, echoing Garner, briefed the President 
that the Iraqi Army would not be demobilized.94 Feith also presented a plan to 
transfer governance authority shortly after Saddam’s fall to a new entity called the 
“Iraqi Interim Authority.” The President previously had decided against forming 
a provisional Iraqi government in advance of the invasion, a decision conveyed 
to the Iraqi opposition by Zalmay Khalilzad, the President’s Ambassador to Free 
Iraqis, in late February 2003 at the Salah al-Din political conference in Kurdish 
Iraq. Feith proposed brokering a formal power-sharing agreement between the 
new Iraqi Interim Authority and the U.S.-led Coalition shortly after Saddam 
was deposed. The leadership committee formed at the Salah al-Din conference, 
comprising Iraqi exiles and Kurdish leaders, would serve as the core group for 
the new authority, which would work in partnership with the Coalition’s tran-
sitional authority.95 This concept would allow Iraqis to exercise some political 
control from the outset, with the Coalition controlling the pace at which power 
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was transferred. The President endorsed Feith’s proposal. Because it was pre-
mised on the notion that Iraqi governmental institutions would emerge from 
the war reasonably intact, the plan’s actual implementation would depend on 
the course of the war.

The Eve of Departure
Garner’s last week before deploying was a tough one. Shortly before his briefing 
to the President, Secretary Rumsfeld asked him to remove two key members 
of his staff—Thomas Warrick, head of the Future of Iraq Project, and Meghan 
O’Sullivan, a young State Department employee who worked in the agency’s 
Office of Policy Planning.96 Rumsfeld eventually permitted O’Sullivan to return, 
but Warrick was gone for good. A separate “hold” by the Department of Defense 
was placed on Garner’s request for seven ambassadorial-level appointments from 
the State Department, three of whom were Middle East experts. In exasperation, 
Secretary Powell told Secretary Rumsfeld, “Don, we’re trying to help.”97

The final surprise came on March 14, 2003, two nights before deployment. 
Late in the evening an aide called to say that Rumsfeld wanted to see Garner at 
eight the next morning.98 Rumsfeld told Garner that he was not comfortable with 
the people selected as ORHA ministerial advisors, and that he would rather make 
the appointments himself.99

“I’m going to give you a new set of ministry officials,” Rumsfeld said.100 Garner 
was incredulous. 

“It’s too late. I’m leaving tomorrow. In a month from now we’ll be doing this.” 
“No,” Rumsfeld shot back. “I want [Defense] to run all these.” 
Garner asked, “Is [Defense] going to run Agriculture? [Defense] is going to 

run Health?”
Rumsfeld requested that Garner send a list of advisors essential to keep. 

“I never told anybody about this,” Garner said, figuring that “if they show up, 
we’ll give them the job.”101 

Garner’s frustration led him to reflect on lessons learned just before he deployed. 
“The Administration started way too late,” Garner said. “We’ve only really been in 
business six weeks, and we only began to get people three weeks ago.” Garner nev-
ertheless was hopeful that ORHA would overcome its late start. “We’ll get there,” 
he said. “It will look like hell, but we’ll all come together on the objective.”102
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The funding was too little, it was too late, and it was too damn 
hard to get. *

Lieutenant General Jay Garner 
Director of ORHA (2003)

In the six weeks since Jay Garner started work as coordinator of postwar relief 
and reconstruction, 167 military and civilian personnel had joined ORHA. On 
the morning of March 16, 2003, they gathered in a parking lot at the Pentagon to 
begin their journey to Baghdad. Secretary Rumsfeld stepped outside the building 
to wish the men and women of ORHA well. They then took buses to Andrews 
Air Force Base, where they boarded a chartered plane bound for Kuwait.1 In less 
than a week, the invasion would begin.

Jay Garner had barely arrived in Kuwait before a second round of sparring 
broke out over senior advisors. Now the Office of the Secretary of Defense was 
calling to say that the candidates Rumsfeld was in the process of selecting had 
been superseded by new White House selections. The 23 senior advisors on 
board the flight—Garner’s original picks—would arrive in Kuwait unaware there 
had been two attempts to strip some of them of their positions. As he had done 
with Rumsfeld’s candidates, Garner decided he would ignore the White House 
appointees until they arrived—if they ever did.2 

The start-up of ORHA had turned into a tug of war between cabinet secretar-
ies. Ten of thirteen USAID contracts had yet to be signed. ORHA had no directive 
authority over military resources. Only about a dozen passengers on the flight 
knew any Arabic.3 So much of Garner’s time had been spent arguing over who was 
to deploy that he was still developing basic plans for managing postwar Iraq. 

Camp Villa
General Franks placed ORHA under the operational control of the Coalition 
Forces Land Component Command (CFLCC), Lieutenant General McKiernan’s 
ground command in Kuwait. Garner wanted to co-locate with McKiernan’s head-
quarters at Camp Doha, one of several U.S. military bases outside Kuwait City, 
but the advance party he dispatched found there was no room left at the base.4 
ORHA would have to find its own place to stay. 

* ORHA/CPA Historian interview with Lieutenant General (Ret.) Jay Garner, former Director of 
ORHA, April 22, 2004.
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Garner turned to the LOGCAP contractor KBR, which quickly arranged quar-
ters for ORHA at the Kuwaiti Hilton Resort. Locating the Coalition’s postwar 
headquarters at a four-star hotel seemed extravagant at first, but few alternatives 
existed, and the Hilton’s perimeter walls gave a measure of security. McKiernan’s 
soldiers, who slept in tents and portable trailers, dubbed it “Camp Villa.”5

ORHA’s staff members from USAID did not remain at the Hilton long, mov-
ing instead to the Radisson, some 30 miles away, where the NGOs they worked 
with were staying. Garner’s logistics chief argued with USAID’s mission director, 
Lew Lucke, urging that it was important for all of ORHA’s staff to stay together, 
but Lucke saw advantages to the Radisson. Garner sided with Lucke, deciding 
that it was acceptable for USAID to co-locate with its implementing partners.6 

This left ORHA, JTF-4, and CENTCOM’s postwar planners scattered among 
five places: on three sides of Kuwait City, at CENTCOM rear in Tampa, and 
CENTCOM forward in Qatar. Sophisticated military networks are set up to 
allow “real-time” communication of classified material, but without a supporting 
military communications unit, ORHA was unable to tap into these networks. 
Passing classified plans through the hotel’s Internet network would have been a 
criminal offense. Nor could the plans be discussed on unsecure phones. When 
Rumsfeld could not reach Garner on a protected line his first night in Kuwait, 
two aides brought a secure satellite phone on the next flight.7 The rest of the staff 
bought phone cards at the poolside gift store and did what they could with their 
personal email accounts.

Garner soon found he could not buy much, either. The Army contracting 
command serving as ORHA’s purchasing department refused to “warrant” the 
officers sent to Kuwait with letters authorizing them to sign contracts on the 
government’s behalf.8 Without this crucial authority, ORHA could not purchase 
the resources it needed. The Defense Contract Management Agency stepped 
into the breach, but by the time Lieutenant Colonel Steve Elliot arrived in late 
March 2003 with a minimal staff, a long list was waiting.9 The $146 million 
ORHA had in its account, hardly enough for staff and supplies, was supposed to 
pay for interpreters, translators, start-up funds for a new Iraqi media, seed money 
for demobilizing the Iraqi military, and Iraqi expatriates to serve as subject-
matter experts.10 

Coordination in Chaos
ORHA had barely unpacked its bags in Kuwait before war was unleashed in Iraq. 
Operation Iraqi Freedom began on March 20, 2003 (Iraq time).11 Shortly there-
after, Garner’s deputy, Ron Adams, flew to Qatar to meet with General Abizaid, 
only to discover a large parallel universe of planners and plans at the CENTCOM 
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forward command. “I felt frustrated, betrayed,” Adams said, “that we were having 
access to this kind of material and this kind of energy so late in the game.” “Why,” 
Adams wondered, “weren’t they co-located with us in February?”12 

McKiernan’s staff at Camp Doha had its hands full. To the great displeasure 
of its commander, Brigadier General Hawkins, JTF-4 had been subsumed at 
Doha into the staff of Major General Albert Whitley, the British two-star gen-
eral whom McKiernan had deputized to lead Phase IV planning for CFLCC.13 
By the end of March, little of JTF-4 remained intact. Whitley and McKiernan 
supported Garner, at least rhetorically, but in the end they did not meet ORHA’s 
needs—not the least of which was the implementation of a unified Phase IV ef-
fort. CENTCOM treated ORHA’s requests as low priority, setting many of its 
incoming communications in a pile that remained untouched until April 19.14 

Garner was one of the few go-betweens among the four postwar-planning 
factions—ORHA, JTF-4, CFLCC, and CENTCOM. He demanded that every-
one meet.15 On March 27 and 28, representatives from each staff convened at 
the Hilton, but no unified mission plan emerged, as Garner had hoped. With the 
war underway, all that could be done was de-conflict the separate plans in places 
where the execution of one would interfere with another. By the time two ORHA 
staffers managed to produce a unified plan, it was largely overcome by events.16 

As Garner made last-ditch efforts to coordinate plans on the ground in 
Kuwait, the fight over personnel continued. Determined to keep as many of his 
senior advisors as possible, Garner contacted Secretary Rumsfeld by commercial 
email from the Hilton. “Sir, on Saturday you questioned the Agency leads for 12 
of the 23 Iraq Ministries…We might not agree with State’s nominees, but they 
did step up to the plate a month ago and began nominating people,” Garner 
wrote. An enclosed chart outlined who among his senior advisors should stay and 
whom he could permit to go. “Of greater concern,” Garner noted, were vacancies 
in ministries for which the Defense Department assumed responsibility. Five of 
them still had no assigned senior advisor.17

Two days later, a briefing slide from the Office of the Secretary of Defense 
arrived. It listed a star-studded mix of former cabinet members, senators, and 
governors, both Republican and Democrat, as ministerial advisor candidates. 
Harvard President Larry Summers was listed for Finance; the former head of 
General Electric, Jack Welch, for Electricity; Bill Bennett for Education; and 
Senator Rick Santorum (R-PA) for Trade.18 Few had ever worked in develop-
ing countries. None spoke Arabic.

Secretary Powell reacted immediately. “We have identified qualified people 
to fill all eight positions that Garner assigned us. All have regional, functional 
management experience, several of them speak Arabic,” Powell wrote Rumsfeld. 



• 49 •

• Staging in Kuwait •

“We have frozen these assignments until you and I deal with this at an early op-
portunity.”19 Powell’s intervention helped. Garner kept his State Department 
senior advisors.

USAID Efforts
As the invasion got underway, USAID accelerated its humanitarian assistance 
preparations. Dozens of NGOs and hundreds of workers were in position. Tens 
of thousands of hygiene kits, plastic sheeting, and blankets were at the ready.20 The 
UN World Food Program mounted the largest relief operation in its history, filling 
warehouses in Kuwait, Jordan, and Turkey with food, water, and medicine.21 

To coordinate its army of relief workers, USAID set up a Humanitarian 
Operations Center in Kuwait. This meeting place for USAID and its NGO part-
ners was about ten miles away from the Radisson in a compound donated by the 
Kuwaiti government.22 Maps, communications equipment, and computers were 
spread among the buildings. After USAID entered Iraq, it established similar 
Humanitarian Operations Centers across the country. Together with their mili-
tary equivalent—Civil-Military Operation Centers—the humanitarian centers 
coordinated delivery of aid in each of Iraq’s regions.23 

Behind the army of soldiers and the army of relief workers came a third orga-
nized force—the army of contractors. They were the last to arrive. Because the 
order to begin the long and complicated contracting process was not issued until 
December 2002, most reconstruction contracts were not awarded until late April 
2003. The compressed timetable meant that, at war’s start, many companies had 
yet to receive word on their bids.24

The gap was the inevitable result of a contracting cycle begun only ten weeks 
before war started—a consequence of excluding USAID from the planning 
process for an entire year. As soon as USAID and ORHA made the awards, 
contractors began mobilizing. But this usually entailed an extended process of 
activating staff and recruiting the “muddy boots” operators who know how to get 
things done.25 Notably, USAID did not award its major infrastructure contract to 
Bechtel until April 17—over a week after Baghdad fell—and the company did 
not deploy personnel into Iraq in any strength until May. Contractors working 
for the USAID’s Office of Transition Initiatives arrived sooner. The office used 
its IDIQ contract (SWIFT I) to mobilize its contractors immediately, including 
Development Alternatives, Incorporated, which had established a Kuwait office 
more than two weeks before ORHA arrived.26 
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Governance Questions Answered
How military units would administer Iraqi territory under their control remained 
an open question as late as mid-March 2003. With no political-military plan formu-
lated in Washington, CENTCOM moved ahead with its own ad hoc plan, deciding 
to establish Governorate Support Teams (GSTs) primarily from civil affairs units, 
whose reservist soldiers frequently brought applicable civilian skills. The GSTs 
would follow closely behind the invasion force, taking charge of towns once they 
fell under Coalition control. They would serve as the point of contact with town 
mayors and municipal governments across Iraq, helping to bring order by standing 
up town councils in places where none existed. The eventual transition to civilian 
control under ORHA and then to an interim Iraqi authority would open the door 
for the military’s exit.27 CENTCOM officers had presented a rough version of the 
GST strategy at Garner’s March 27-28 meeting at the Kuwait Hilton.28 

CENTCOM’s GST plan was compatible with USAID’s Local Governance 
Program (LGP), which assumed that a national political process, overseen by 
the Department of State, would quickly shift the deposed regime’s centralized 
authority to local democratic entities. USAID proposed a “transfer” of central-
government civil servants to the local level, paring back national ministries to 
their essential functions.29 Teams of experts funded by USAID’s LGP would 
arrive shortly after the invasion to help newly elected town councils improve 
education, health, water, markets, and roads. By devolving control directly to 
local officials and empowering them to spend U.S. reconstruction money, plan-
ners hoped to quickly break Iraq from the pattern of centralized authoritarianism 
that had gripped the country for decades.30 

Implementing these loosely coordinated local governance plans yielded a 
number of unanticipated consequences. Saddam’s regime had been like a giant 
octopus with tentacles reaching down into every village in Iraq through a sys-
tem of ministry “directors general.” Through these directors general, ministries 
controlled the disbursal of resources in each Iraqi province. Coalition plans su-
perseded the director general system, shifting authority to town councils created 
by GSTs or USAID’s LGP teams.31 This radical and rapid restructuring of local 
government would shape debates about Iraqi federalism for years to come.

Governance plans at the national level were equally loose. Garner planned 
on using the “big tent” method to bring Iraqi leaders together to form a national 
interim government.32 This approach had worked reasonably well with the loya 
jirga process in Afghanistan, which had quickly named Hamid Karzai the leader 
of postwar Afghanistan. Garner hoped to use his good relations with the Kurds to 
help move quickly to the appointment of an Iraqi interim authority, as approved 
by the President on March 10, 2003. 
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ORHA Expands
In early April 2003, as ORHA continued postwar planning at the Hilton, its staff-
ing needs kept growing. The Office of the Secretary of Defense estimated that 
the staff of ORHA might reach 1,268, plus a 600-person military police battalion 
provided for security.33 Even this estimate—many time higher than originally 
expected—would prove too small. 

After ORHA arrived in Baghdad on April 21, its staff quickly increased, even-
tually peaking at 2,500—about eight times its original estimate of 350.34 Back 
at the Pentagon, the comptroller’s office was asked why there was such a huge 
rise in ORHA’s staffing. Dov Zakheim, the Defense Department Comptroller, 
responded: “ORHA projected staffing levels and budget requirements will vary 
greatly as they get a better grip on the requirements of their mission.”35 

ORHA’s rapid expansion unsettled its contracting staff. Lieutenant Colonel 
Elliot, ORHA’s contracting officer from the Defense Contract Management 
Agency, had only three officers on staff with warrants to write contracts.36 As needs 
mounted rapidly and the details of contracts were often left unspecified, Elliot 
found he was forced to make policy decisions. “I’m making the decision as to what’s 
prudent. And that shouldn’t be my job. That should be the customer’s job,” Elliot 
said. From his perspective, “There [was] no planning”—it was all reaction.37 

Views From Washington
As ORHA struggled to carry out its mission, several Administration officials 
gave hopeful briefings. During an interview on April 23, USAID Administrator 
Natsios predicted that the cost of reconstruction to American taxpayers would 
be minimal. “The American part of this will be $1.7 billion. The rest of the 
rebuilding of Iraq will be done by other countries…and Iraqi oil revenues.”38 
But National Security Advisor Condoleezza Rice offered a more cautious as-
sessment in an April 4 press briefing. “Our goals are clear,” she said. “We will 
help Iraqis build an Iraq that is whole, free and at peace with itself and with its 
neighbors; an Iraq that is disarmed of all WMD; that no longer supports or 
harbors terror; that respects the rights of Iraqi people and the rule of law; and 
that is on the path to democracy.”39

The National Security Advisor was circumspect about the details of 
Administration plans. “Specific means of achieving these goals are being worked 
out now. Many can only be developed once Saddam’s regime is gone. To a large 
extent, the means to these goals will depend on things outside our current con-
trol.” She further noted that the Administration did not know what conditions 
it would find inside Iraq. “We do not know, for instance, what damage Saddam 
Hussein’s regime may inflict on the Iraqi people in the regime’s last gasps. We do 
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not know what we’ll find on the ground once the regime is gone—for instance, 
the condition of Iraqi natural resources or its infrastructure.” 

Rice pointedly observed that a long-term occupation was far from the minds 
of the President’s advisors. “ORHA is not a provisional government for Iraq, civil-
ian or military. The goal is to transition responsibilities to the Iraqi people as soon 
as possible,” she said.40 Within weeks, this approach would be superseded when 
the Coalition Provisional Authority was installed to occupy and rule Iraq. 

Saddam’s regime fell the week after Rice’s briefing. Soon looting and chaos 
began to engulf Baghdad and many provincial capitals. As ORHA’s senior advi-
sors watched their ministries burn on CNN, a fatalistic mood took hold at the 
Hilton. Garner had been so hopeful that things would all come together, but now 
he had grave doubts. ORHA was about to face a far greater challenge than harness-
ing the interagency system. They were about to cross the berm into Iraq.
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At the end of this there is [a] real simple truth. If you don’t plan 
and organize and rehearse together, you end up with ad hoc 
solutions during execution. [Iraq] is a classic case of not having 
done it all together.*

Lieutenant General David McKiernan 
Commander of Coalition Forces  

Land Component Command (2002-2003)

As the Coalition prepared for war, so did Saddam Hussein. In the fall of 2002, 
he declared a general amnesty, freeing thousands of violent criminals.1 As U.S. 
troops massed along the Iraqi border in the spring of 2003, Saddam deployed 
Iraqi military units both to defend against the invasion and to prevent a coup 
in the rebellious Shi’a south. Ministers made contingency plans, just as they 
had in 1991, to weather the conflict and repair damage once hostilities ceased.2 
Saddam sent a memorandum instructing state agencies to sabotage infrastruc-
ture, shoot dissident Shi’a clerics, and burn the regime’s records if U.S. troops 
entered Baghdad.3 

As the country braced for impending attack, Saddam’s workers moved furni-
ture out of his main palace and removed the palace doors to minimize damage 
caused by the concussion of bombing.4 Bank managers personally safe-guarded 
the financial data of customers at 170 branches across Iraq.5 The director of com-
puter services at the Ministry of Trade secured in his home the list of every Iraqi 
household eligible for food rations.6 After the official Oil-for-Food ration list 
vanished amid looting, this copy was later used as a basis for registering voters in 
Iraq’s first democratic election.7

The Iraqi people also prepared.8 Shopkeepers boarded up their stores, women 
stockpiled food and water, and men headed to gun shops.9 Tens of thousands of 
families fled Baghdad and its suburbs for safety in the countryside. 

The reckoning began on March 17, 2003. In an Oval Office address, 
President George W. Bush gave Saddam Hussein and his two sons, Uday and 
Qusay, an ultimatum to leave the country within 48 hours. But they did not 
leave. Bombing started on March 20 (Iraqi time), and U.S. ground units rolled 
into Iraq the next day. 

* SIGIR interview with Lieutenant General David McKiernan, former Commander of Coalition Forces 
Land Component Command, December 5, 2006.
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Invasion
The experience of the invasion force differed by region. In the north, a small num-
ber of U.S. Special Forces troops linked with Kurdish Peshmerga, the armed force 
of Iraq’s autonomous northern region, which opposed Saddam. Together they 
pushed south against Iraqi Army units dug into defensive positions. In Baghdad, 
Iraqis had such confidence in the accuracy of American “smart weapons” that 
many watched the bombing from their rooftops, but the precision targeting had 
serious second-order effects. Telephone service ceased. Explosions broke pipes 
all over the city, causing sewage to contaminate what water still flowed out of 
the tap. Then, on April 4, power surges shorted out most of Baghdad’s electrical 
infrastructure. Much of the city went dark.10

Because Turkey and Saudi Arabia had denied U.S. troops passage, the main 
invasion force came through Kuwait. Special operations units captured oil fields 
and dams almost immediately, and oil engineers from Halliburton extinguished 
the few oil-well fires that were set. Thousands of troops with the Third Infantry 
Division and First Marine Expeditionary Force then pushed north. Rather than 
advancing methodically to capture and hold territory, the war plan called for a 
daring sprint to the capital.11 The idea was to put the regime down before it could 
deploy chemical weapons. Lieutenant General McKiernan’s troops sped by most 
population centers, avoiding combat in favor of pushing to Baghdad. 

The fast-moving U.S. invasion force meant that troops engaged Saddam’s 
forces only briefly in many towns. Some cities were occupied quickly, but in the 
west and north, U.S. troops did not arrive until weeks after Baghdad fell. Many 
Iraqis were left listening to conflicting accounts of the invasion’s outcome on 
regime and foreign radio broadcasts, never seeing troops from either side.12 The 
uniformed Iraqi military largely abandoned their posts after little or no fight, but 
sustained resistance materialized in many southern towns. Sandal-clad fighters in 
civilian garb, both foreign and Iraqi, used rocket-propelled grenades and pick-up 
trucks to organize ambushes that frequently turned deadly for the attackers as 
they encountered first-hand the lethal power of the invading force.13 

“The enemy we’re fighting is different from the one we’d war-gamed against,” 
said Lieutenant General William S. Wallace, commander of V Corps, one of the 
main ground units.14 To General John Abizaid, the only Arabic-speaking senior 
commander in theater, the signs were ominous. Garner remembers Abizaid tell-
ing him the first week in April: “I’ve been listening to everything they’re saying 
on the radio. I’ve been reading Al Jazeera, and I’m looking at what’s happening. 
I’m telling you. We’re going to have a guerrilla war on our hands.”15 
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Initial Assessments
Sixty-two people from USAID’s Disaster Assistance Response Team (DART)—
the largest ever fielded—followed quickly upon the heels of the invading force.16 
On March 27, DART members crossed into Iraq to assess the humanitarian 
situation in the port town of Umm Qasr, a major supply node in Iraq where 60 
percent of Iraq’s Oil-For-Food imports were offloaded. British commandos had 
seized the port after sustained fighting. Elements from the U.S. Army’s 354th Civil 
Affairs Brigades began repair work after British troops took control.17 

USAID’s DART team found the port in poor but working condition. Team 
members identified two back-up generators that, with minor repairs, could power 
the entire facility. Three grain vacuums were operational, and the port’s 24 silos 
were available for storage once swept for explosives. A day later, the Sir Galahad, 
a British relief ship carrying more than 230 metric tons of food, medicine, and 
blankets, was able to dock.18 

All seemed to be going reasonably well. There were no major signs of hu-
manitarian crisis, and no chemical weapons had been used. But worrisome news 
soon arrived from USACE, which had embedded Forward Engineering Support 
Teams (FESTs) in U.S. combat brigades.19 Traveling in Humvees equipped with 
a satellite link to their headquarters, these highly mobile military and civilian 
engineer teams quickly assessed the state of the power plants and other civil in-
frastructure they came across during their advance into Iraq.20 The dilapidated 
infrastructure reported everywhere by FEST personnel confirmed USACE’s 
prewar assessment that a major reconstruction effort—on the order of $35 billion 
for a “middle-range” damage scenario—would be necessary.21 

To augment the information from the FEST reports, Garner asked USAID’s 
DART team to shift its role and begin conducting infrastructure assessments. 
At first they refused.22 The team members were reluctant to take on activities 
that fell outside the mandate of a normal DART mission, which is to assess hu-
manitarian conditions—such as food supply availability and likelihood of disease 
outbreak. Their leadership, at USAID’s Office of Foreign Disaster Assistance in 
Washington, was also averse to allowing the unarmed teams to operate in an 
environment where residual fighting continued.23 By the first week of April, the 
DART team’s failure to carry out Garner’s request threatened to unravel the frag-
ile cooperation between the military and civilian communities inside ORHA.24 

Garner was seething. “They refused to come in,” he said, “because it wasn’t 
permissive. You know, I have this civilian organization in this not-permissive 
environment in Suburbans, which are not hardened. Yet you [the DART com-
mander] have $350,000 hard Mercedes. You have body armor, which these 
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people [ORHA personnel] don’t have, and your people refuse to come in here, 
and they’re staying in very expensive hotels.”25

Ambiguity about lines of authority aggravated the situation. Did a USAID asset, 
the DART team, report to its agency headquarters in Washington or was the team 
now under operational control of ORHA, an office of the Department of Defense? 
Instead of appealing to the NSC for arbitration, Secretaries Donald Rumsfeld and 
Colin Powell had a “war of memos” trying to settle the issue. 26 Relations between 
the Departments of State and Defense had become increasingly tense in the late 
winter and early spring of 2003.27 Only when Garner phoned Powell and threatened 
to oust the DART teams did they agree to comply with Garner’s direction.28 

ORHA Enters Iraq
ORHA personnel first crossed into hostile territory on April 1 at the port of Umm 
Qasr, where the situation had deteriorated rapidly since the DART team’s first 
forays four days before. Coalition soldiers, who cautioned that they did not have 
enough troops to stop the looting, reported, on April 2, 2003, that more than 
200 residents had carried off every useful piece of equipment at the port. Looters 
took desks and chairs, electrical generators, conveyor belts, and even a forklift. 
“Anything not nailed down” was gone, the DART team reported on its second 
visit.29 Work to rehabilitate the port was set back by weeks. The looting itself—the 
first major episode reported in Iraq—presaged a period of extraordinary difficulty 
that the Coalition would face in the weeks ahead. 

ORHA used Umm Qasr as a testing ground to calibrate its approach to the 
post-invasion environment. “We thought of Umm Qasr as a laboratory where 
we could see what worked and what didn’t,” an ORHA official explained. “It gave 
us a chance to get some real work done as opposed to just theorizing and writing 
position papers.”30 

Restoring Umm Qasr presented three significant challenges. First was simply 
performing the brute physical work of reconstruction. The port was badly in need 
of dredging. Sunken obstacles and unexploded ordnance posed a danger to ap-
proaching ships.31 The second was luring Iraqis back to work. Port workers who 
encountered Coalition soldiers were understandably skittish.32 The third was 
coordinating civil and military authorities, which proved extremely difficult, a 
precursor to similar problems that would burden the U.S. relief and reconstruc-
tion endeavor in Iraq for years to come.33

On April 11, 2003, Lieutenant General Garner crossed into Iraq at Umm 
Qasr. He visited the port, delivered a speech before a newly formed town council, 
inspected a school, and was briefed by his staff. 34 He and his team then began 
making plans to move to Baghdad, which had fallen four days before. 
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Baghdad Falls 
British troops took control of Basrah on April 6. Baghdad began to capitulate the 
next day, after armored columns made “thunder runs” into the city center. As U.S. 
troops took over Saddam’s presidential palace on the Tigris River’s west bank, ju-
bilant Iraqis, with the help of U.S. Marines, toppled the statue of Saddam Hussein 
in Firdos Square. Looting on a wide scale began that day, first on the fringe of the 
fighting and then later in plain view of American military patrols.35 In response, 
protective Iraqi militias sprang up in neighborhoods across the city, putting men 
with AK-47s atop makeshift barricades. Gunfire could be heard throughout the 
night as robberies and revenge killings took place.36

Deteriorating conditions on the ground began to supersede Coalition plans. 
The rush to the capital meant that fewer than two divisions—about 25,000 
soldiers—occupied the capital, a city of about six million, amounting to an ap-
proximate ratio of one U.S. soldier to every 250 residents. “That’s not enough to 
control a city of six million people,” Lieutenant General David McKiernan said.37 
With U.S. troops scattered across Baghdad, looting seemed almost impossible to 
prevent. Patrols had no appetite or mandate to stop it, and McKiernan had orders 
to continue pushing troops north to carry out the search for weapons of mass 
destruction that were assumed to be in central Iraq. One option was to impose 
martial law and shoot looters on sight, but McKiernan could not bring himself 
to issue the order. “This is not just the Saddam Feyadeen that are in there looting 
the stores, it’s the population,” McKiernan explained. “It’s children and women. 
What are you going to do? What’s a soldier on the street going to do? Fire warning 
shots around them? The answer is, and I’ll accept full responsibility, I said ‘we are 
not going to shoot to kill. We’re not going to do that.’”38 

Laith Kubba, a prominent Iraqi exile who helped found the Iraqi National 
Congress, later observed that the lack of an effective media organization from day 
one hamstrung the Coalition, which might have been able to calm the public had 
it communicated a clear message. “Iraqis are used to military coups. When they 
take place, they tune in to their radios,” Kubba said. “They wait for an announce-
ment, number one, to tell them, ‘All important personnel working in electricity 
and water, report back to work, and you’ll be given access. Everybody else is 
under curfew from so-and-so hours.’ Instead there was a day, two days and three 
days of no authority.”39

The interactions between occupier and occupied were aggravated by the way 
troops were assigned to patrol zones. “We had divided the city up into target 
areas that didn’t have any relevance to political boundaries,” Lieutenant General 
Strock said. Some brigade commanders were spread across four neighborhoods. 
To Strock, the arrangement was far from ideal. “I remember saying, you know, 
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it would be really nice if we could align up our security zones with our political 
boundaries and then you would have much more synergy.”40 

The frequent movement of units from one zone to the next undermined the 
incipient personal relationships developing between commanding officers and 
community leaders. Yet another complication arose when civilians entered the 
mix. The military used a specialized system of grid coordinates to plot patrol zones, 
but civilians in ORHA, and the NGOs with whom they worked, normally used 
longitude and latitude to mark locations.41 The Coalition was literally not working 
off the same maps, adding unnecessarily to the confusion on the ground.

ORHA Arrives in Baghdad
Garner was eager to get to Baghdad, but the military leadership had a different 
view of when ORHA should deploy. “Tommy Franks didn’t want us to be there 
for 60 to 90 days,” Garner recalled.42 The CENTCOM Phase IV plan called for 
the military to secure Iraq for six to eight weeks before beginning the transition 
to civil administration. It was all part of the three stages of Phase IV. But Garner 
believed conditions were right for ORHA to start its operations, even if the timing 
was in advance of what military planners had expected.43 

On April 17, Garner flew to meet Franks in Qatar. “I got in a big argument, 
pretty tense argument,” Garner said. “Look, Jay,” Franks told him, “there’s still 
fighting going on in Baghdad. The last thing I need is a bunch of damn civilians 
running around there and me having to worry about taking care of them. Dave 
McKiernan doesn’t have the force to do that.” “I realize that,” Garner replied, 
“but what’s happening is vacuums are being created and they’re being filled up 
with what you and I don’t want them filled up with, and the only way to prevent 
that is to get us in there.”44 

“He was exasperated with me,” Garner remembered. “He finally just, kind of, 
shook his head and shrugged his shoulders.” The next day, Franks called to say 
that ORHA could go in. “We don’t have the force in there to give you the proper 
amount of security,” Franks said. “God bless you and good luck.”45 

Garner immediately dispatched a small advance party. He followed two 
days later, on April 21, flying with his senior staff aboard a C-130 to Baghdad 
International Airport and traveling from there to the Republican Palace, one of 
Saddam’s grand edifices on the banks of the Tigris, which would house ORHA 
for its brief tenure.46 Most of the rest of ORHA’s staff drove up from the south in 
several convoys over the next week. 

During ORHA’s first days in Baghdad, achieving effective communications 
was again a debilitating problem. Some ORHA officials had Thuraya commercial 
satellite phones, but they were unable to receive calls inside the palace without an 
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outside antenna. No phone system was yet established, so the staff had to walk 
from office to office to communicate.47 With the Baghdad telephone exchange 
down, it was impossible to reach Iraqis. Commercial communications equipment 
acquired by ORHA had also failed to operate, leaving the Baghdad team out of 
touch with its regional offices in Erbil, Hilla, and Basrah.48 After an urgent call from 
Garner, Lieutenant General McKiernan dispatched a communications unit to the 
Republican Palace to connect ORHA to SIPRNET, the military’s classified network. 
Even with this support system, bottlenecks still impeded communications.49

Looting and its Consequences
Two weeks had passed since Saddam’s regime had fallen. Outside the gates of the 
Republican Palace where ORHA was trying to set up shop, anarchy reigned. “We 
found the city in utter chaos,” said Richard Miller, one of six police advisors sent 
by the Justice Department. In some places, “corpses littered the streets, AK-47 
fire was near constant, and looters operated with impunity.”50 Many government 
buildings had been destroyed. 

“A lot of the ministries turned out to be blasted cinders,” noted Ambassador 
Tim Carney, senior advisor for the Ministry of Industry and Minerals.51 “They 
not only took everything out of there, but they stripped the electrical wires out 
of the wall, and they stripped most of the plumbing out, and then they set the 
buildings on fire,” Garner said.52 Fires burned so hot that concrete in many build-
ings exploded.53 ORHA advisor Christopher Spear waded into ransacked rooms 
filled three feet deep with paper debris. Clean-up crews hauled away six tons of 
scattered documents from the Ministry of Health alone. “We would say they took 
everything but the kitchen sink, [but] they took that, too,” Spear said.54 

The looting quickly changed into organized theft by gangs of Iraqi criminals 
and insurgents trying to destabilize the country. In a military compound under 
nominal guard by U.S. soldiers, one of these gangs smashed through a rear wall and 
used a crane to remove valuable precision milling equipment used to manufacture 
Scud missiles. “They knew exactly what they were going for,” Spear said.55 

Millions of dollars in cash stored in Rafidain and Rasheed bank branches 
and at the Central Bank were looted or destroyed, as were the contents of safety 
deposit boxes.56 “Organized crime found its golden opportunity,” the Iraqi poli-
tician Samir Sumaida’ie said.57 Some government officials joined in the melee. 
In Mosul, a prison guard sold all the prison beds for scrap.58 In time, ORHA’s 
senior advisors would learn that the theft of Iraq’s assets had, in truth, started 
years before, when corrupt government officials began regularly selling ministry 
property “to pad their own pockets.”59 
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The looting went on for several weeks. “In a lot of cases,” Garner said, “after we 
began to try to reoccupy buildings, they still got set on fire. The Health Ministry 
got set on fire two or three times after we occupied it, because there just wasn’t 
enough force to provide security on everything.”60 The Oil Ministry was the only 
ministry to escape major damage. It was protected by Coalition troops as soon as 
they entered Baghdad, minimizing but not preventing looting. The ministry was 
reopened on May 2, in advance of others.61 To ORHA senior advisors, it stood 
as a symbol of what might have been. 

The oil infrastructure seemed to have emerged from the invasion largely in-
tact. Fewer than ten oil well fires were set. But post-invasion looting in the oil 
sector went on for ten weeks, from March 20, 2003, through the end of May.62 
Of the oil sector damage the Coalition had to repair, only one-third resulted 
from the war. The remaining two-thirds of the damage—amounting to $943 
million—was caused by looting.63 

The contours of post-Saddam political life could be seen taking shape in the 
patterns of destruction. Eleven of Baghdad’s thirty-three hospitals were protected 
by a Shi’ite militia. These hospitals survived completely intact but others left un-
protected were stripped clean.64 Shi’ite militias also took control of the city of 
Amarah, preventing looting before it could get started.65 In isolated cases, loyal 
staff at public institutions held looters at bay. Thirty engineers secured the Basrah 
refinery by using heavy equipment to block the gates.66 

The looting had three major effects. The first was its high cost. Estimates vary, 
but looting clearly caused billions of dollars in damage, greatly adding to the total 
cost of relief and reconstruction.67 The second—the looting of conventional mu-
nitions depots—had severe long-term consequences for U.S. forces in Iraq. The 
war plan assumed that some elements of Iraq’s security forces would be used to 
“provide internal security,” including guard duty at the hundreds of arms caches 
across the country.68 This assumption did not hold. Thousands of tons of muni-
tions were looted in the weeks after Baghdad fell, and some of it doubtlessly was 
later used to build improvised explosive devices that would be employed against 
U.S. personnel.69 

The third effect—the lost opportunity to restore government services 
quickly—also had long-term consequences. With public institutions and criti-
cal infrastructure reduced, in some cases, to smoldering rubble, ORHA’s senior 
advisors would have to rebuild ministries, not just restart them. The unexpected 
extent of the destruction dealt a critical setback to Administration plans for a 
rapid transfer of power and would eventually force a significant course change.
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Troop Strength
On April 21, the day Lieutenant General Garner arrived in Baghdad, Secretary 
Rumsfeld—following the advice of CENTCOM Commander General Franks—
canceled the deployment of 50,000 additional combat troops scheduled to arrive 
in the region and ordered the withdrawal of the Third Infantry Division as soon 
as the First Armored Division arrived.70 Rumsfeld’s decision shocked some com-
manders on the ground, including CFLCC Commander Lieutenant General 
McKiernan, who were counting on the additional manpower to provide a se-
cure environment for post-conflict stabilization. The reversal also dumbfounded 
McKiernan’s CFLCC staff, that had just sat through two video conferences with 
senior Pentagon officials who had affirmed the decision to continue deploying 
forces.71 Garner called Rumsfeld and said, “You’ve got to stop this. You can’t pull 
troops out. In fact, we probably need more right now.”72 

Paying for Reconstruction
The widespread looting and the damage it wrought meant that the reconstruction 
funds the Congress had just appropriated would be inadequate to quickly restore 
Iraq’s essential services to prewar levels. On April 16, 2003, President Bush had 
signed Public Law 108-11 creating the Iraq Relief and Reconstruction Fund.73 The 
$2.475 billion congressional appropriation funded the program of humanitarian 
relief and reconstruction planned by the NSC, which had assumed that an extensive 
reconstruction would not be needed because Iraq’s infrastructure would remain 
largely intact after the war and that Iraqi oil revenues would fund most reconstruc-
tion. On the same day, General Franks issued his “Freedom Message,” declaring the 
Coalition’s intention to “exercise powers of government temporarily, and as neces-
sary.” Franks’s message also identified an entity, called the Coalition Provisional 
Authority (CPA), that would be responsible for the governance of Iraq.74 

USAID was the largest recipient of IRRF 1 money, receiving just over 70 
percent of the appropriation. A separate provision of the bill established an $800 
million Natural Resources Risk Remediation Fund (NRRRF) to support emer-
gency fire fighting, repair damage to oil facilities and related infrastructure, and 
preserve oil distribution capability. NRRRF funds were used to help pay part of 
the costs of Task Force Restore Iraqi Oil (RIO), administered by USACE.75 

New Iraqi Politics
Chaos on the ground threw the plan for a rapid political transfer to an interim Iraqi 
authority into confusion. On April 15, Garner and Presidential Envoy Zalmay 
Khalilzad assembled more than a hundred key Iraqi leaders in the southern city 
of Nassriya.76 To encourage leaders within Iraq to step forward, the United States 
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excluded the heads of exile opposition groups, who had formed the Leadership 
Committee from the Salah al-Din conference. Although the Nassriya meeting was 
boycotted by several clerics and the Supreme Council for the Islamic Revolution 
in Iraq, a larger follow-on gathering was planned for Baghdad later in April.77 

On April 22, Garner flew to meet with Kurdish leaders he knew from the hu-
manitarian operation he led in 1991. He undertook this trip and other meetings 
with Iraqi politicians to further the process of forming an interim Iraqi authority, in 
accord with the President’s approved plan. “He was really pushing them both pretty 
hard,” Lieutenant General Strock said of Garner’s interaction with Ahmed Chalabi 
and Jalal Talabani. “He was playing hardball with them, saying, ‘Look, you guys got 
to stand up and come together and set aside your differences,’” Strock said.78 

Secretary of State Colin Powell then dispatched Khalilzad and Ambassador 
Ryan Crocker to southern Iraq for talks on political transition, but there were 
intense disagreements over how to proceed.79 Garner was trying to carry through 
the standing plan for a rapid transfer.80 But in Washington, officials were con-
cerned that conditions were not right for creating the interim authority. The next 
step would come on April 28, when more than 250 Iraqi leaders would convene 
a second political conference in Baghdad. 

ORHA’s Goals
On April 24, 2003, Garner briefed CFLCC Commander Lieutenant General 
McKiernan on eleven goals he wanted ORHA to help accomplish. McKiernan 
and Garner both assigned a member of their senior staff to the leadership of each 
task. The goals were:

1. Security

2. Salaries Paid Nationwide

3. Return Police to Work and Train Them

4. Return Ministries to a Functional Level

5. Restore Basic Services to Baghdad

6. Prevent a Fuel Crisis

7. Purchase Crops

8. Solve Food Distribution Challenges

9. Install Town Councils Nationwide.

10.  Deploy and Integrate Government Support 
Teams With Local Government

11. Prevent Cholera and Dysentery81
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The goals Garner had set for himself were enormous, as were the obstacles to 
accomplishing them. For example, adequate and reliable power was unavailable. 
“It is a Catch-22,” senior oil advisor Gary Vogler explained.82 Without fuel oil, 
electric plants cannot produce electricity, yet without a steady supply of electric-
ity, crude cannot be refined into fuel oil. 

In Basrah, Coalition personnel trying to restart essential services faced a simi-
lar conundrum. “The circle was amazing,” JTF-4’s Lieutenant Colonel Joseph 
Morgan said. “Just in that one area, just looking at how we could turn on power, 
so we could turn on water, so we could turn on electricity.”83 

Many of Garner’s other goals fell under the purview of the civil administration 
pillar, where plans were less developed and leadership weakest.84 The part of the 
mission that Rumsfeld told Garner would be least essential was now crucial, and 
ORHA was not well staffed to carry it out.

ORHA’s Early Departure
In the last week of April 2003, Baghdad was descending into further disorder. 
ORHA’s limited resources were consumed with finding ministerial staff members 
who had fled, reconstituting records, and locating workspace for almost the entire 
central government. Garner could not arrange enough military security escorts 
for his staff to move unfettered around the city. As for the rest of the country, 
ORHA had not established formal mechanisms for coordination with the military 
units occupying towns and villages across Iraq, much less with Iraqi leadership 
at the provincial level. Coordination was in short supply everywhere: between 
ORHA and Washington, ORHA and the military, and ORHA and the Iraqis.85 
Suddenly Iraq seemed very large, and ORHA’s staff seemed very small.

In this chaotic atmosphere, more than 200 Iraqi leaders arrived in Baghdad 
for the “big tent” meeting on April 28, 2003. Garner presided, with Ambassadors 
Khalilzad and Crocker in support. The political conference was attended by all 
the key Iraqi players, including representatives from the major Shi’a political 
party, the Supreme Council for the Islamic Revolution in Iraq. Under Garner’s 
guidance, the Iraqis at the conference resolved to create an interim government 
at their next meeting in four weeks. After the meeting, Garner announced this 
decision through the Iraqi and U.S. media. It appeared to some in Washington 
that the concept of an interim Iraqi authority might still be realized.86 But out of 
view, a significant change in strategy was developing.

On May 6, just fifteen days after Jay Garner had arrived in Baghdad, President 
Bush announced that L. Paul Bremer III, a former ambassador and career Foreign 
Service Officer, as his new Presidential Envoy to Iraq. Bremer also would lead 
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the Coalition Provisional Authority, the civil authority that General Franks an-
nounced in his April 16 freedom message.87 

Ambassador Bremer had first been approached at the beginning of April by 
senior officials in the Defense Department and the Office of the Vice President.88 
Although Garner had been told when first appointed to lead ORHA that he would 
eventually be followed by a person with a diplomatic or political background, he 
did not learn of Bremer’s selection until Rumsfeld phoned him with the news on 
the evening of April 21, Garner’s first night in Baghdad. “I never saw CPA coming,” 
Garner said.89 He did not immediately tell his staff of the impending change.

Bremer’s arrival would reflect a sea change in U.S. policy. ORHA was designed 
as a short-term holding mechanism, to be followed by a rapid shift to an interim 
Iraqi authority, mirroring the swift transition that occurred in Afghanistan. But 
the deteriorating situation in Iraq apparently had caused the White House to 
change plans. Zalmay Khalilzad, the President’s envoy to the Free Iraqis, re-
called: “The idea that I was working on initially, with support from everyone in 
Washington, was to form an interim authority that we could work with. A deci-
sion was made not to pursue that option until later, and therefore the Coalition 
Provisional Authority was established.”90 

During the summer of 2003, the U.S. role in Iraq, under Bremer’s leadership, 
rapidly and massively expanded, far eclipsing the minimalist liberation vision that 
had set planning for war in motion a year and a half earlier, and superseding the 
quick transfer to an interim Iraqi authority that the President had approved at 
the March 10, 2003 NSC meeting.
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Essential Services Overview: The Effects of Invasion

Metric91
Pre-

invasion
Post-

invasion

Electricity Production 
Megawatts 4,075 711

Oil Production 
Million Barrels per Day 2.58 0.30

Iraqi Security Forces
Soldiers and Police 1,300,000 7,000-9,00092

Telecommunications
Landline Subscribers 833,000 0

Mobile Subscribers 80,000 0

Human Toll
U.S Troop Fatalities - 139

Civilian Contractors93 - 1
U.S. Civilians - ~9

Iraqi Civilians - 7,413

Financial Cost ($ billions) 
U.S Funding - $3.45

Iraqi Funding - $0.00
International Funding - $0.00

Total Funding - $3.45

Production of electricity came to a near-complete halt during the 2003 invasion. 
By mid-April 2003, the grid was generating an average of just 711 megawatts of 
electricity per day.94 Postwar looting and sabotage had destroyed nearly 1,000 
electrical towers, and the loss of numerous electrical control systems caused fre-
quent blackouts in Baghdad.95 

Without electricity, oil production also came to a standstill. Many oil facilities 
were safely shut down, but some oil stocks were destroyed by fire. Although pro-
duction restarted fairly quickly, it averaged only 300,000 barrels per day—about 
one-eighth of prewar levels—in May 2003.96 

Already in a state of severe disrepair, Iraq’s essential services declined precipi-
tously after the March 20 invasion due to war damage, looting, and sabotage. 
ORHA had neither the time nor the resources to fix these problems. Thus, the 
CPA took them on, shouldering the responsibility for restoring broken essential 
services and distributing them more fairly among all Iraqis. 
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Charting a New Course

But the President’s instructions to me…when I had lunch with 
him alone on May 6th, were that we’re going to take our time 
to get it right…The President had effectively, though perhaps 
not formally, changed his position on the question of a short or 
long occupation, having before the war been in favor of a short 
occupation. By the time I came in, that was gone.*

Ambassador L  Paul Bremer III  
CPA Administrator (2003-2004)

Ambassador L. Paul Bremer III landed in Baghdad on May 12, 2003, less than two 
weeks after President Bush appointed him Presidential Envoy to Iraq and desig-
nated him to lead the Coalition Provisional Authority (CPA). Just under a month 
had passed since the first members of ORHA had settled into Saddam’s Republican 
Palace. But ORHA’s days were numbered. Bremer’s arrival and Garner’s quick de-
parture marked the beginning of a significant shift in U.S. reconstruction policy. 

The new envoy, then 62 years old, enjoyed a solid reputation as a diligent, 
intelligent public servant. He had enjoyed a long career at the State Department, 
followed by distinguished private- and public-sector stints.1 But the choice of 
Bremer raised some eyebrows. Neither his Foreign Service background nor his 
private-sector work included experience in post-conflict peacekeeping, con-
tingency operations, or reconstruction. He had never participated in a joint 
civilian-military operation, had little experience in international development, 
had never served in the Middle East, and did not speak Arabic.2

Ambassador Bremer was first contacted about leading the CPA in early April 
2003, when the Vice President’s chief of staff, Lewis “Scooter” Libby, called to 
ask whether he would consider serving in Iraq.3 Meetings at the Pentagon soon 
followed, and, by the end of April, he was preparing to deploy to Iraq. All of 
this occurred just as Jay Garner was settling into Baghdad with his ORHA staff.4 
Secretary Powell recalled that Rumsfeld telephoned him about this time to say 
that the White House wanted to remove Garner because he did not seem to be 
the right man for the job. When Rumsfeld asked Powell if he knew Bremer, Powell 
said yes and that he “didn’t have any reason to object.”5 Rumsfeld later said that 
the Administration always intended that Garner’s position within CENTCOM 

* SIGIR interview with Ambassador L. Paul Bremer III, former CPA Administrator, March 18, 2008.
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would be eliminated, and that a senior diplomat outside the military chain of 
command would be appointed to head the CPA.6

On May 6, the President appointed Bremer as envoy to Iraq, directing him to 
“oversee Coalition reconstruction efforts and the process by which the Iraqi people 
build the institutions and governing structures that will guide their future.”7 In a May 
13, 2003 memo, Secretary Rumsfeld informed Bremer that he, as Administrator of 
the CPA, would be “responsible for the temporary governance of Iraq.” Rumsfeld 
directed Bremer to “oversee, direct and coordinate all executive, legislative, and judi-
cial functions necessary to carry out this responsibility, including humanitarian relief 
and reconstruction and assisting in the formation of an Iraqi interim authority.”8 

Ambassador Bremer took charge of a country in political and economic 
chaos, with no government, no electricity, and no functioning security forces. 
Not a single drop of oil flowed to export spigots. He now faced the daunting task 
of restoring virtually every aspect of Iraqi life, from reopening ministries to paying 
government salaries, from restarting essential services to providing healthcare, 
and from collecting garbage to cleaning sewage from the streets.

The CPA quickly subsumed ORHA, retaining many of its members. 
Ambassador Bremer reported to the President through the Secretary of Defense. 
But, as a Presidential envoy, Bremer also reported directly to the President. “I 
was neither Rumsfeld’s man nor Powell’s man. I was the President’s man,” said 
Bremer.9 These parallel chains of command would create problems for the Iraq 
program. CENTCOM was tasked by Rumsfeld to “directly support the Coalition 
Provisional Authority by deterring hostilities; maintaining Iraq’s territorial in-
tegrity and security; searching for, securing and destroying weapons of mass 
destruction; and assisting in carrying out U.S. policy generally.”10 Despite this 
order, unity of effort in Iraq proved elusive during the CPA’s early days because 
Ambassador Bremer and General Franks reported to the Secretary of Defense 
through separate channels.

The Occupation Begins
Within days of arriving in Baghdad, Ambassador Bremer issued three important 
directives. The first established the CPA as an occupying authority. The second 
banned certain Ba’ath Party members from public service. The third dissolved 
Iraq’s military and other security forces.

CPA Regulation Number 1: Liberation to Occupation
On May 16, 2003, Ambassador Bremer signed and issued CPA Regulation 
Number 1, establishing the CPA’s mission, authority, and responsibilities.11 
The regulation provided that the CPA “shall exercise powers of government 



• 71 •

• Charting a New Course •

temporarily in order to provide for the effective administration of Iraq” for an 
undefined transitional period. The CPA would work: 

…to restore conditions of security and stability, to create con-
ditions in which the Iraqi people can freely determine their 
own political future, including by advancing efforts to restore 
and establish national and local institutions for representative 
governance and facilitating economic recovery and sustain-
able reconstruction and development.12

This order also vested Ambassador Bremer with “all executive, legislative and 
judicial authority necessary to achieve [CPA’s] objectives.” Iraqi law would con-
tinue in effect unless it was “suspended or replaced by the CPA.”13

The new regulation signaled a developing shift in U.S. policy. The postwar 
strategy for Iraq—approved by the President on March 10, 2003—assumed 
that the country’s governing institutions would survive the invasion and remain 
sufficiently intact to continue to administer the offices of government and pro-
vide the Iraqi people with essential services. The President’s policy anticipated 
establishing an interim Iraqi authority with which the CPA would work to de-
velop a political process for the eventual permanent transfer of sovereignty to a 
new, democratically elected government. The March 10 NSC Situation Room 
briefing to the President, however, did not define how the members of the new 
interim Iraqi authority would be chosen and what its authority would be during 
the postwar period.14 On April 28, 2003, the Office of the Secretary of Defense 
produced a briefing book on the development of the Iraqi Interim Authority, stat-
ing that the Department and “the U.S. government interagency process have yet 
to decide upon a final structure for the IIA, and have not announced an approach 
or timetable for implementing the concept.”15

When Bremer arrived in Iraq on May 12, the United States did not have a 
well-developed plan in place for transferring political power to an interim Iraqi 
authority, despite operative orders anticipating a fairly imminent withdrawal 
of most U.S. forces. The unexpected complete collapse of Iraq’s governing in-
stitutions, widespread and debilitating looting, and disagreements among U.S. 
government officials about the composition of the interim authority prevented 
the Coalition from promptly effecting the hoped-for quick transition. The 
absence of clarity on the way forward amid Iraq’s evolving post-invasion condi-
tions was underscored in Under Secretary of Defense Douglas Feith’s May 15, 
2003 congressional testimony, given the day before the CPA issued Regulation 
Number 1. He said: “We are pursuing [our] goals with a two-part determination: 
a commitment to stay and a commitment to leave.”16 
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Ambassador Bremer said that, by the time he was appointed, senior 
Washington officials had agreed that the political transition would take much 
longer than initially anticipated at the March 10 briefing. On May 6, President 
Bush told Bremer “to take the time necessary” to set Iraq on the path to democ-
racy. Two days after Bremer’s meeting with the President, Secretary Rumsfeld 
presented a paper at his morning staff meeting stating that the transition from 
despotism to a democracy will not happen fast or easily. It concluded that it 
could not be rushed.17 

The rapid policy change in Washington was slow to filter to Iraq, where both 
civilian and military leadership assumed that the March 10 strategy still con-
trolled. When Ambassador Bremer arrived, ORHA’s Jay Garner and Zalmay 
Khalilzad, the President’s envoy to Iraqi exile groups, were actively engaging 
with Iraqi leaders, primarily from the exile community, to quickly form an in-
terim authority. Bremer’s issuance of Regulation Number 1 effectively ended 
this initiative. 

On May 22, Bremer proposed a new political plan under which the Iraqis 
would form a governing council, produce a new constitution, and then hold elec-
tions for a permanent government. On that same day, he submitted his first report 
to the President through Secretary Rumsfeld, stating that he had “re-launched the 
political dialogue with Iraqi leaders” and that “full sovereignty under an Iraqi gov-
ernment can come after democratic elections, which themselves must be based 
on a constitution agreed by all the people.” The President wrote back, “You have 
my full support and confidence. You also have the backing of our Administration 
that knows our work will take time.”18

Meanwhile, CENTCOM was still following its original strategy. General 
Franks had issued orders in April—pursuant to prewar plans—to move much of 
the initial invasion force out of Iraq by the end of July. He anticipated a U.S. mili-
tary presence in Iraq of “fewer than 30,000 troops by the first of August.”19 By May 
1, 2003, CENTCOM had dismantled its forward command-and-control center 
in Qatar. Two weeks later, the Defense Department announced that Lieutenant 
General David McKiernan’s command (CFLCC) would soon leave Iraq and 
that his large headquarters would be replaced by a much smaller Combined Joint 
Task Force 7 (CJTF-7), led by Lieutenant General Ricardo Sanchez.20 During 
this period, Lieutenant General Sanchez repeatedly expressed concern to General 
John Abizaid about the ongoing troop withdrawals, while Ambassador Bremer 
also warned Washington that security was deteriorating.21 

General Abizaid assumed command of CENTCOM on July 8. Three days 
later he issued orders halting the U.S. troop withdrawal. Forces withdrawn 
during that early summer included U.S. Army Engineer units that could have 
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supported the incipient reconstruction mission. The loss of these units hampered 
the Coalition’s capacity to carry out quick-impact rebuilding projects during the 
CPA’s first weeks.22 

CPA Regulation Number1, which made the CPA the occupying author-
ity of Iraq and Bremer—in effect—a proconsul, “completely flabbergasted” 
many Iraqis, according to senior exile leader Ali Allawi, who would serve as the 
Minister of Trade, Defense, and Finance in successive Iraqi governments. Allawi 
was shocked that, “within the space of a few days, the entire process that was to 
lead to a provisional Iraqi government had been abruptly stopped, and then up-
ended.”23 The change raised suspicions among Iraq’s indigenous tribal, political, 
and religious leadership, who chafed at the idea of an occupation by foreigners, 
after suffering under Saddam’s dictatorship for decades.

On May 22, 2003, the UN Security Council approved Resolution 1483, rec-
ognizing the CPA as the temporary governing authority in Iraq, directing it to 
work to “promote the welfare of the Iraqi people,” and advising it to “comply 
fully” with all obligations under international law.24 

CPA Order Number 1: De-Ba’athification 
On the same day that he signed CPA Regulation Number 1, Ambassador Bremer 
issued CPA Order Number 1, a de-Ba’athification directive that stripped cer-
tain former members of Saddam’s Ba’ath Party of political influence in Iraq. In 
his April 16 Freedom Message, General Franks already had done away with the 
Ba’ath Party, which had about two million members in 2003.25 

Conceived in Washington and promulgated with little Iraqi involvement, the 
de-Ba’athification order eliminated all Ba’ath Party structures and banned “Senior 
Party Members”—those in the top four ranks of the party—from serving in Iraq’s 
public sector.26 The order also provided for the immediate dismissal of anyone in 
the top three layers of management in any government institution (including min-
istries, state-owned enterprises, universities, and hospitals) if he or she had been a 
“full member” of the Ba’ath Party.27 Because the vast majority of senior officials in 
Saddam Hussein’s regime were Ba’ath Party members, the order effectively fired 
most senior leaders in Iraq’s government, severely depleting the bureaucracy of 
key personnel. The order also allowed for exceptions and waivers.

Before the war began, interagency planners debated the delicate trade-off be-
tween the need to eliminate the Ba’ath Party and the need to retain an effective 
administrative bureaucracy in postwar Iraq. A consensus developed favoring a 
policy to remove the Ba’ath Party’s most-senior ranks; but the meaning of “most-
senior ranks” was left undefined.28 The intelligence community estimated that 
implementing the order down to the Party’s fourth level would affect “only about 
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one percent of all party members or approximately 20,000 people, overwhelmingly 
Sunni Arabs.”29 Many in the Shi’a and Kurdish communities believed that a strong 
de-Ba’athification policy was crucial to prevent a Ba’athist return to power. 

Some senior U.S. officials opposed the de-Ba’athification order. They argued 
that it would strip Iraq’s governance institutions of key senior management and 
thus jeopardize the Coalition’s primary goal of stabilizing the country. For exam-
ple, ORHA’s Jay Garner and the CIA station chief in Baghdad urged Ambassador 
Bremer to modify the order, believing the policy needlessly would create enemies 
for the Coalition and undercut national reconciliation.30 Bremer refused, saying 
he had his instructions from Washington.31

Most Iraqis agreed that some de-Ba’athification was necessary, but many 
believed that the CPA order had gone too far. For example, Nazar Janabi, the 
Director General for Defense Policy and Requirements in Iraq’s Ministry of 
Defense from 2004 to 2006, thought that only the top three levels of the Ba’ath 
Party should have been subject to the order. It would have had a far “less disen-
franchising impact” if it had been restricted to just those levels, he said.32 

The de-Ba’athification order arguably reached beyond what President Bush 
had approved on March 10, 2003, when the NSC’s Frank Miller had briefed 
him on the policy. The President had then determined that “we ought to re-
move what we understood to be the top layer” of the Ba’ath Party (although no 
further definition was given to what the top layer comprised). Whether “the top 
layer” reached down to the fourth rung is subject to dispute. Miller believed that 
“the Ba’athist regime ought to [have been] dealt with in truth and reconciliation 
panels. Membership in the Ba’ath Party ought not to [have been] an immediate 
disqualification for office.”33 

Whatever its reach should have been, the consequences of the de-
Ba’athification order quickly became clear: it reduced the ranks of Iraq’s capable 
bureaucrats and thus limited the capacity of Iraqi ministries to contribute to re-
construction. “The impact of this de-Ba’athification order was devastating,” said 
Lieutenant General Sanchez, Commander of Coalition forces in Iraq at the time. 
“Essentially, it eliminated the entire government and civic capacity of the nation. 
Organizations involving justice, defense, interior, communications, schools, uni-
versities, and hospitals were all either completely shut down or severely crippled, 
because anybody with any experience was now out of a job.”34

Some of Iraq’s Sunnis equated the order with a “de-Sunnification” of the gov-
ernment. Samir Sumaida’ie, a Sunni who became a member of the Iraqi Governing 
Council (IGC) and then served as Iraq’s Minister of Interior, criticized the order for 
focusing on removing people rather than getting rid of an outmoded ideology. “The 
whole thing was applied in a very negative way,” he said. “It was far too wide-ranging, 
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and as a result, created a backlash. There were a lot of people who were just ordinary 
people who [joined the party simply because they] wanted to survive.”35

On May 25, 2003, Bremer signed CPA Order Number 5, creating an Iraqi 
De-Ba’athification Council to “investigate and gather information” on “the extent, 
nature, location and current status of all Iraqi Ba’ath Party property and assets” as 
well as “the identity and whereabouts of Iraqi Ba’ath Party officials and members 
involved in human rights violations and exploitation of the Iraqi people.” The 
council, composed entirely of Iraqis, was tasked to help the CPA Administrator 
identify and classify former Ba’ath Party members, eliminate Ba’ath Party struc-
tures, and reclaim Ba’ath Party assets. Importantly, it also advised Bremer about 
who should be exempted from de-Ba’athification.36 

The CPA gave the council responsibility for de-Ba’athification, but “did 
not provide enough authority, resources, or oversight for them to manage 
the process.”37 It eventually turned the de-Ba’athification process over to the 
Iraqi Governing Council.38 In November 2003, the Supreme National De-
Ba’athification Commission replaced the Iraqi De-Ba’athification Council; 
Ahmed Chalabi, the Shi’a expatriate politician, served as its first chairman.39 

CPA Order Number 2: Disbanding the Military
One week after issuing the de-Ba’athification order, Ambassador Bremer handed 
down another momentous order that also had unanticipated and significant con-
sequences. CPA Order Number 2, titled “Dissolution of Entities,” abolished seven 
institutions: the Ministry of Defense, the Ministry of Information, the Ministry of 
State for Military Affairs, the Iraqi Intelligence Service, the National Security Bureau, 
the Directorate of National Security, and the Special Security Organization. 

The order put every member of Iraq’s army, air force, navy, and air defense 
force, as well as the Republican Guard, the Special Republican Guard, the 
Directorate of Military Intelligence, and the Emergency Forces—some 500,000 
men—immediately out of work, many without any compensation. Although 
the roughly 300,000 conscripts could receive a small termination payment, no 
soldier with the rank of colonel or above was eligible for either a termination 
payment or a pension.40

This CPA order surprised some policymakers in Washington. The NSC had 
not vetted the decision, and NSC Iraq coordinator Frank Miller said that the 
President had expected the army to continue after regime change because the 
Coalition could not “afford to put 300,000 men with guns in their hands on the 
street.”41 Secretary Powell first learned of the order at a May 22, 2003 NSC meet-
ing at which Bremer, via secure video-teleconference from Iraq, announced his 
intent to issue the order the following day.42 
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“When the Army was disbanded,” Secretary Powell recalled, “I called Dr. Rice 
and said, ‘What happened?’ Nobody seemed to know about this and [her] answer 
was, ‘We have to back Jerry [Bremer].’ There was no meeting on it; there was no, 
‘Gee, is this a good idea?’ You couldn’t even tell who had decided it…I saw Peter 
Pace, the Vice Chairman, a little later and I said, ‘Peter, did you guys know about 
this?’ He said, ‘Hell, no!’”43

The order was drafted by the CPA’s senior advisor for national security, Walt 
Slocombe, in consultation with the Office of the Secretary of Defense and cir-
culated to senior military leaders, including the Chairman of the Joint Chiefs of 
Staff.44 Under Secretary Feith later acknowledged that it was an error in judgment 
for the Pentagon not to have discussed disbanding the army with senior-level of-
ficials of other agencies before formally approving the issuance of the order. But 
he maintains that it was the right decision substantively because the Iraqi army 
was top-heavy with generals, otherwise badly organized, corrupt, and had been 
an instrument of oppression in Iraq.45 Slocombe later said that the order merely 
reflected facts on the ground because Iraq’s forces had essentially disbanded in 
the wake of the invasion. Moreover, the Kurdish and Shi’a leaders objected to 
any reconstituted version of Saddam’s army.46 

Key U.S. generals in Iraq expressed concerns about the order before it was 
issued.47 CENTCOM’s Phase IV plan, approved by the President, anticipated 
using the Iraqi army to help stabilize the country and assist with reconstruction. 
To this end, the military had dropped leaflets across Iraq before the invasion 
urging soldiers not to fight and promising no reprisals against those who laid 
down their arms. Some U.S. ground commanders argued that the army had not 
“dissolved,” but that Iraq’s soldiers had gone home, awaiting direction. In each 
region across the country, U.S. brigade commanders had contacted Iraqi military 
leaders and, through them, had begun to reconstitute army units.48

To replace the disbanded forces, Bremer and Slocombe proposed creating 
a small volunteer Iraqi army.49 The plan called for the Coalition to train about 
40,000 Iraqi soldiers, divided into three light infantry divisions, over the next 
two and a half years. The first division would be ready for deployment in the fall 
of 2004, the second division in the fall of 2005, and the third in early 2006.50 The 
plan would allow the “New Iraqi Army” to draw on carefully vetted officers from 
Saddam’s old force, but it had to exclude the top ranks of the Ba’ath Party and 
anyone from the inner circle of the old security forces.51 

Leading Iraqis disagreed with the CPA’s decision to disband the army. Ali 
Allawi said Iraqi attitudes toward the army were far more complicated than 
Americans understood. The police (which were not disbanded) and other inter-
nal security forces were “detested,” but the armed forces “generated considerable 
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sympathy and respect throughout Iraq.” According to Allawi, the public at large 
saw the army “as an integral part of the identity of the state of Iraq,” and it was 
difficult, “even for the Shi’a, to accept a wholesale dissolution of the armed forces 
and to leave the country bereft of an army.”52

Laith Kubba—one of the founding members of the Iraqi National Congress, 
an advisor to the Future of Iraq Project, and later a spokesman for the Iraqi gov-
ernment—said, “the measure to dissolve the Iraqi army was not a smart one.” 
Kubba believed that Ambassador Bremer needed the old army to help Iraq make 
the transition to democratic governance. “Now if that means you need to utilize 
some of the people who were in the bureaucracy, in the army, in the regime, and 
if they’re vital and crucial to make that transition, then you take them on board.” 
He added, “Alienating large numbers of people…was not a smart move.” 53

Within days of the announcement of the “Dissolution of Entities,” crowds of 
former soldiers gathered outside the CPA’s palace gates in Baghdad and around 
U.S. military compounds across the country, demanding the restoration of their 
salaries and pensions. In Mosul, where Major General David Petraeus was com-
manding the 101st Airborne Division, disbanded military members demonstrated 
for several days in front of the city hall. Iraqi policemen shot and killed one of the 
protestors and wounded three others, sparking a riot. Over the next two days, 
eighteen of Petraeus’s soldiers were wounded, and two Humvees were burned. 
Riots in Baghdad and elsewhere claimed American and Iraqi lives. Ten days later, 
Bremer modified the policy, announcing that the CPA would pay salaries and 
pensions to members of the disbanded army.54 

Major General Petraeus later said that the order to disband the army sparked 
an anti-Coalition sentiment that fueled the nascent insurgency in Iraq, igniting 
nationalist impulses against “the occupiers.” Petraeus believed that the order 
created “tens of thousands, if not hundreds of thousands, of additional enemies 
of the Coalition.”55
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Jerry [Bremer]—God bless him—he was never given a set of 
coordinated instructions from the Administration. He went in 
pretty much on his own.*

General Colin Powell  
Secretary of State (2001-2005)

When Ambassador Bremer arrived in Iraq, he ostensibly had at his disposal 
both U.S. appropriated funds and Iraqi money that he could use to fund gov-
ernment operations and reconstruction programs. In April 2003, the Congress 
had approved $2.4 billion for the newly created Iraq Relief and Reconstruction 
Fund, which would become the primary U.S. funding account for Iraq’s 
reconstruction. 

The Office of Management and Budget apportioned the first appropriation 
to the Iraq Relief and Reconstruction Fund (IRRF 1) among five implement-
ing agencies, with USAID receiving more than 70 percent.1 USAID already 
had marked these IRRF 1 funds for use before the CPA’s creation, and thus 
Ambassador Bremer had limited influence over how this money was spent.2 The 
CPA’s advisors, however, sought to shape specific job orders under the various 
IRRF 1 contracts USAID managed. Disagreements over these job orders marked 
the beginning of a disputatious relationship between the CPA and USAID.

Unlike IRRF 1, Ambassador Bremer had virtually complete control over Iraqi 
money, which came from three sources: vested funds in U.S. bank accounts fro-
zen by an executive order shortly before the March 2003 invasion; seized funds 
that Coalition forces had recovered in Iraq; and oil and gas revenues controlled 
by the UN under the Oil-for-Food program. The CPA would expend about $20 
billion of these Iraqi funds by the end of its fourteen-month tenure.3 

U.S. Funding 
In the April 2003 IRRF 1 legislation, the Congress directed that the funds be used 
to pay for “humanitarian assistance” and “rehabilitation and reconstruction in 
Iraq.” The Congress identified twelve humanitarian and reconstruction sectors 
for fund use, with the OMB apportioning the money among the agencies shown 
on the following chart.4

* SIGIR interview with General (Ret.) Colin Powell, former Secretary of State, February 4, 2008.
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Breakdown of Iraq Relief and Reconstruction Fund Apportionments by Agency  
($ Millions)

Source Agency Apportioned

IRRF

USAID $1,820.3

Department of Defense $518.3

Department of State $125.4

Department of the Treasury $6.0

U.S. Trade and Development Agency $5.0

Total $2,475.0

Source: Data as of September 30, 2004; CPA-IG, Quarterly Report to the United States Congress; October 2004, 55.

USAID had initiated contracting for Iraq’s reconstruction in early 2003 and, 
by early May, it had awarded twelve contracts, obligating about $1.5 billion in 
IRRF 1 dollars. The agency divided the contracts between “hard” projects to re-
store infrastructure and “soft” programs to support health, education, agriculture, 
and economic reform initiatives. Bechtel received the largest single contract, $680 
million, for infrastructure projects in Iraq.5 

After the March 2003 invasion, USAID quickly began to establish a presence in 
Iraq, and, by mid-summer, the agency had 30 offices open in 15 of the country’s 18 
provinces, staffed by more than 400 people. Reflecting USAID’s transformation 
over the previous fifteen years into an agency heavily reliant on contractors, only 
about a dozen of the deployed personnel were full-time agency employees.6 

Iraqi Funds
In May 2003, the U.S. government, the Coalition, and the United Nations took 
several important steps to give the CPA access to Iraqi funds for reconstruction 
programs and to fund government operations. An executive order issued on the 
eve of the invasion permitted Ambassador Bremer to use $1.7 billion in vested 
Iraqi assets, which had been drawn from various banks and deposited into the U.S. 
Federal Reserve Bank of New York.7 During the invasion, U.S. forces seized about 
$900 million from various locations across Iraq, finding much of it in Saddam’s 
palaces. Bremer generally used the vested funds to pay Iraqi government salaries 
and the seized funds to support reconstruction projects. The U.S. military carried 
out many of the first reconstruction projects using seized funds, which marked 
the beginning of a critical program that Bremer would soon formalize in a CPA 
order as the Commander’s Emergency Response Program (CERP). Vested and 
seized Iraqi funds alone, however, could not cover the mounting costs of admin-
istering and rebuilding Iraq. For that, the CPA depended on the Development 
Fund for Iraq (DFI). 
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The DFI
On May 22, 2003, the UN Security Council passed Resolution 1483 (UNSCR 
1483), creating the DFI as the new repository for Iraq’s oil and gas revenues.8 The 
resolution required the deposit of 95 percent of these funds into the DFI account 
at the Federal Reserve Bank of New York, from which the CPA could draw to 
pay for “the economic reconstruction and repair of Iraq’s infrastructure, for the 
continued disarmament of Iraq, for the costs of Iraqi civilian administration, and 
for other purposes benefiting the people of Iraq.” The remaining five percent was 
deposited in the UN Compensation Fund for victims of Saddam Hussein’s 1990 
invasion of Kuwait.9 

UNSCR 1483 also created the International Advisory and Monitoring Board 
(IAMB) to provide oversight of the DFI and to ensure that the CPA used Iraqi 
revenues for the benefit of the Iraqi people. The IAMB’s membership included 
representatives from the UN, the World Bank, the International Monetary Fund, 
and the Arab Fund for Social and Economic Development. Notwithstanding the 
importance of the IAMB’s mission, the UN failed to appoint its members until 
October 24, 2003, and the board did not have its first meeting until December 
5, 2003, more than six months after the CPA started using the DFI.10 

At the end of May 2003, the UN transferred a billion dollars into the DFI 
account “to provide for immediate reconstruction needs,” and the CPA immedi-
ately began using it to pay Iraqi governmental salaries and pensions and to finance 
initial reconstruction projects.11 Ambassador Bremer created a Requirement 
Review Board (RRB) to manage the DFI, and the RRB quickly started approv-
ing projects, ranging from a $600 water pump to a $4 million radio system for 
the railroads.12 “For lack of a better [term],” noted Ambassador James Warlick, 
the CPA’s point person on the Oil-for-Food program, the DFI became CPA’s 
“bank account” for Iraq.13

On June 15, 2003, the CPA issued two regulations governing the DFI.14 One 
gave Ambassador Bremer complete control of the DFI funds, providing that he 
alone could direct their disbursement.15 The other replaced the RRB with the 
Program Review Board (PRB), directing it to use the DFI in a transparent man-
ner to meet Iraq’s humanitarian needs, support the economic reconstruction, 
fund projects to repair Iraq’s infrastructure, continue disarmament programs, 
and pay for the costs of the country’s civilian administration.16

Program Review Board
Bremer named his new director of economic policy, Peter McPherson, as chair-
man of the PRB.17 Under McPherson’s guidance, the PRB reviewed numerous 
reconstruction project proposals, making recommendations to the Administrator 
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on which the CPA should pursue.18 Ambassador Bremer instructed McPherson to 
“promote the CPA’s objective of actively involving Iraqis in the financial planning 
process, and transferring to the Iraqi interim administration the responsibility for 
budgeting Iraq’s financial resources”—but only one Iraqi representative was on 
the board.19 The PRB was also supposed to develop a comprehensive funding plan 
for the “relief and reconstruction of Iraq,” but it never produced such a plan.20 

Because the CPA was legally deemed an “international organization,” Iraqi 
funds under its control were not subject to U.S. contracting regulations. The CPA 
thus developed its own contracting regulations, embodied in CPA Memorandum 
Number 4, which detailed the rules for using the DFI. Among other things, Memo 
4 established conditions for the award of DFI-funded contracts and defined the 
documents required for each contract file. Notably, it put the CPA’s Head of 
Contracting Activity (HCA) in charge of executing all CPA contracts.21 

The HCA also was directed to manage Iraqi ministry contracting unless 
the CPA’s Administrator had exempted a ministry after certifying that it had 
established capable contracting systems “adequate to ensure the transparent 
use and management of Iraqi funds.”22 By the end of the CPA’s tenure, Bremer 
had certified just two ministries. Nevertheless, Iraqi ministries regularly engaged 
in independent contracting, in breach of Memo 4, throughout the CPA’s du-
ration. U.S. and international auditors later raised serious concerns about the 
CPA’s weak oversight of the DFI and its failure to enforce its own contracting 
procedures.23

Commander’s Emergency Response Program
On June 16, 2003, Ambassador Bremer authorized the use of DFI funds for 
CERP, an important new program that enabled U.S. military combat units to 
use Iraqi funds for small-scale reconstruction projects to meet Iraqi needs. Three 
days later, Lieutenant General Ricardo Sanchez, Commander of CJTF-7, issued 
Fragmentary Order 89, outlining the regulations governing CERP and defining 
eligible projects as those for “the building, repair, reconstitution, and reestablish-
ment of the social and material infrastructure in Iraq.”24 CERP grew into a key 
U.S.-funded reconstruction program in Iraq, ultimately receiving more than $3.5 
billion in U.S. appropriations by the end of 2008.25

Shortly after creating the program, the CPA expanded CERP’s limits on proj-
ect spending and strengthened its regulations, requiring commanders to appoint 
trained purchasing agents to document their use of CERP funds. General officers 
in charge of regional commands could receive $500,000 in CERP money for 
projects; brigade commanders could receive $200,000. The PRB approved ad-
ditional tranches upon depletion of these allotments.26 
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The CERP made it possible for U.S. commanders to improve life in Iraqi com-
munities by quickly repairing roads and bridges, rebuilding schools, improving 
health care, and removing trash.27 The program would later play a critical role in 
U.S. counterinsurgency efforts in Iraq.

Staffing Problems
Soon after arriving in Baghdad, Ambassador Bremer replaced ORHA’s pillars, 
organizing the CPA into political, economic, administrative, budgeting, and plan-
ning sections, which roughly resembled the traditional embassy structure with 
which Bremer was familiar. The CPA absorbed 600 ORHA staff members but 
was still far short of what it needed to manage its burgeoning relief and recon-
struction program.28 

On May 21, 2003, Deputy Secretary of Defense Wolfowitz moved to ad-
dress the CPA’s shortfalls by directing the Department of the Army to meet its 
administrative, logistical, and contracting needs.29 The Army promptly opened a 
contracting office at CPA headquarters in the Republican Palace in Baghdad, ap-
pointing an Army colonel to lead the new office. When he arrived at the end of June 
2003, he found that there were just three contracting officers on staff to manage 
all of the CPA’s work.30 He desperately needed more qualified personnel to help 
produce statements of work—the key element in defining a contract’s scope—and 
more lawyers to review contracting documents. Throughout the CPA’s tenure, the 
contracting office was grievously understaffed.31 

These personnel problems were symptomatic of those afflicting the entire 
CPA. With no formal recruiting process in place, the CPA resorted to a “pull sys-
tem” in which senior advisors determined their staffing needs on an ad hoc basis 
and then sent the requests to the CPA’s human resources office in Baghdad. The 
Baghdad office would then send the request to the CPA’s Pentagon office. 32 This 
procedure was too slow, so CPA officials in Iraq began recruiting staff directly 
from federal agencies and presenting them to human resources for immediate 
processing. 33 The CPA also suffered from a very high personnel turnover rate. 
Part of the cause was that, in the summer of 2003, the U.S. still expected a short 
stay in Iraq, and so most people signed up for three-month tours.34 

Because of the CPA’s myriad personnel problems, the White House sent 
Katja Bullock, special assistant to the President for presidential personnel, to 
assist in developing a Joint Manning Document (JMD). Bullock promptly pro-
duced a JMD that included personnel needs from federal agencies, contractors, 
and Coalition partners. Submitted to the Joint Staff by July 2003, the JMD called 
for a CPA staff of around 1,200 people, which would double its size.35 The Joint 
Staff quickly filled the military slots, but ignored the civilian ones because it 
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had no mechanism in place for forwarding staffing requests to the civilian agen-
cies.36 Colonel Dennis DeGraff, CPA’s personnel director, said that “the civilian 
[personnel] piece…just sat on somebody’s desk in [the Office of the Secretary 
of Defense].”37 

At the end of 2003, Secretary Rumsfeld deployed a team to Iraq to assess the 
CPA’s personnel situation. Its report concluded that the CPA was “a pick-up 
organization [seeking] to design and execute the most demanding transforma-
tion in recent U.S. history.”38 A CPA Inspector General audit of the organization’s 
personnel management system also found problems, noting that “CPA staffing 
needs changed constantly in terms of the number of required personnel,” and 
that the CPA could not keep an accurate count of its personnel.39 

Throughout its tenure, the CPA operated with about one-third fewer people 
than it needed and turnover was constant.40 Retired Lieutenant General Jeffrey 
Oster, who served as the CPA’s deputy administrator and chief operating officer 
during 2004, observed: “If you couldn’t get somebody for 90 days, you’d take 
somebody for 60 days.” When the CPA dissolved on June 28, 2004, only seven 
people had served for the CPA’s entire fourteen-month duration.41

The 3161 Provision
During mid-summer 2003, it became apparent that the CPA was going to be in 
Iraq longer than the few months the Pentagon’s leadership had hoped. Meeting 
personnel needs to support the occupation thus quickly moved up on the list 
of priorities. U.S. civilian agencies were failing to provide enough personnel, so 
the Pentagon established a new recruiting team within its White House Liaison 
Office to find and employ staff. Like ORHA, the new team used a special federal 
law designed for temporary organizations—Section 3161 in Title 5 of the United 
States Code—to fill CPA positions quickly. The 3161 provision permitted federal 
hiring free of the usual position classifications and competition requirements.42

Although the Pentagon’s recruiting team had an efficient and effective hiring 
tool, it still needed a pool of candidates with the right skills and experience to 
support a contingency relief and reconstruction operation. Because a ready pool 
did not exist, many of the personnel that the team recruited were poorly qualified 
for the jobs to which they were assigned.43 Furthermore, using the Pentagon’s 
White House Liaison Office as the locus for senior official recruitment exposed 
the effort to charges of politicization. 

By the spring of 2004, more than twenty percent of the CPA’s staff had been 
hired under the 3161 provision. Coalition partners contributed another thirteen 
percent, and around five percent were contractors. Only 149 of the CPA’s 1,196 
staff were detailed from the civilian agencies. Most of these came from the State 
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Department, USAID, and the U.S. Treasury. The Defense Department drew 
on its military assets to provide the rest.44 The civilian agencies in the federal 
bureaucracy failed to muster more staff for Iraq because they had neither the 
financial nor personnel resources to support a contingency operation.45 Also, 
the worsening security situation in Iraq proved a deterrent. 

Matching Skills to Jobs
The CPA’s Office of Management and Budget staff exemplified the CPA’s per-
sonnel problems. When Retired Rear Admiral David Oliver, the first Director of 
CPA’s OMB, started in June 2003, he requested 31 people to meet his enormous 
mission. When he left five months later, in November 2003, only four of his posi-
tions were filled.46 Rodney Bent, who worked for OMB in Washington, replaced 
Oliver, finding severe shortages in staff numbers and skills. Bent discovered that 
none of his employees had ever worked on a budget before being deployed to 
Iraq. “I had a relatively young staff that was completely inexperienced and had 
no particular training either in the Middle East or on budget matters,” said Bent. 
“I would think, if we’re ever in this kind of situation again, that we’d want to draw 
on some of the professional staff that does exist” in Washington.47

The Iraq Reconstruction and Development Council 
Deputy Secretary Wolfowitz and Under Secretary Feith created the Iraq 
Reconstruction and Development Council (IRDC) to bolster cultural aware-
ness and Iraqi outreach. First ORHA and then the CPA used the IRDC’s 150 
members as technical advisors to Iraq’s ministries and provincial offices. These 
Iraqi exiles—most of whom were American citizens—had an ambiguous status 
that set them apart from their CPA colleagues (as well as from Iraqi nationals).48 
Some CPA officials had concerns that some IRDC members brought potentially 
troublesome political baggage with them, including ties to factions controlled by 
exile politicians.49 

A few IRDC members achieved success. For example, Dr. Sinan al-Shabibi 
later became the governor of the Central Bank of Iraq.50 But the IRDC program 
was far from an overall success. It suffered from severe attrition. In the waning 
days of the CPA, only 27 IRDC members still remained on CPA’s roster.51 

A post-mortem of the IRDC effort found that it was poorly planned and 
inadequately managed.52 The difficult IRDC experience underscores the need 
for a preplanned, well-prepared cadre of experts who understand the culture, 
history, and economic foundations of a country undergoing a major relief and 
reconstruction operation.53 
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Although the United States was generally unprepared to take on a large-scale 
occupation and rebuilding mission in Iraq in 2003, one agency notably stepped 
up and performed its mission admirably. The U.S. Department of the Treasury, 
having dispatched a well-staffed and well-qualified team, worked first with ORHA 
and then CPA in 2003 to help prevent the collapse of Iraq’s economy.
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Treasury’s Triage

The banking system [in Iraq] was in shambles. Electronic 
transfer of funds, widely made to people in developed countries, 
was virtually non-existent, making Iraq’s payment system the 
equivalent of a Model-T Ford.*

John B  Taylor 
Under Secretary of the Treasury for International Affairs (2001-2005)

When the first group of U.S. Treasury experts arrived in Baghdad in April 2003, 
they found Iraq’s financial system in ruins. Looters had ransacked the Rafidain 
and Rasheed banking chains and pillaged safe-deposit boxes. Just two of the 170 
Rafidain branches, the largest bank chain in the country, were open.1 The vault 
of the Central Bank of Iraq contained only $350 million in gold and waterlogged 
bank notes. 2 Nearly a billion dollars in foreign currency had been withdrawn from 
the bank before the war. In early May, Iraq’s ministries were bankrupt, unable to 
pay salaries and pensions, and the country’s currency was dangerously unstable.

The U.S. Treasury team worked through the spring and summer of 2003 to 
battle these devastating problems, shoring up Iraq’s banking system, resuming 
civil servants’ payments, stabilizing the currency, and securing a moratorium on 
repayment of Iraq’s international debts. Negotiations that began later in the year 
would significantly reduce this debt. These efforts, among the most successful and 
most important during the early CPA period, prevented the country’s financial 
collapse. But the larger goal of transforming Iraq’s statist economy into one pow-
ered by free-market principles would prove much more difficult.

Paying Iraqi Salaries
In May 2003, the CPA began paying Iraqi governmental salaries and pensions, 
using vested and DFI funds. To end the inequities of Saddam’s payment system, 
Ambassador Bremer approved a four-tier monthly pay scale that permitted civil 
servants, based on their grade, to receive $50, $100, $150, or $250 per month.3 
Treasury officials in Baghdad worked with the Iraqi Ministry of Finance to de-
velop a roster of eligible civil servants and pensioners. Ministry officials, who had 
secured their payroll records when the war started, turned them over to the CPA, 
and Bremer’s senior advisors used them to develop employee registers for each 

* John B. Taylor, Global Financial Warriors: The Untold Story of International Finance in the Post-9/11 
World (New York: W.W. Norton, 2007), 200.
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ministry.4 The senior advisors then requested budgets to pay salaries based on 
the new payroll grades. Some professions received instant pay raises. Teachers, 
for example, received $50 per month under the new system, a tenfold increase.5 

The CPA initially used the $1.7 billion in vested Iraqi funds to pay salaries.6 
The cash was packaged at the Federal Reserve Bank in New York, put on pal-
lets, and flown to Baghdad for distribution. These money flights would occur 
continually over the next year, transporting more than $12 billion—or 237.3 
tons of cash—from the United States to Baghdad to fund Iraqi budgets and re-
construction projects.7 

Ged Smith, the director of Treasury’s Office of Technical Assistance, remem-
bered calling the New York Federal Reserve Bank to order the first shipment of 
$20 million in small bills: “The guy just laughed and asked, ‘How many planes 
do you have?’”8 When the money arrived, CPA’s senior advisors loaded bricks 
of cash—nicknamed “footballs”—into trucks and Chevy Suburbans, delivering 
them personally to their respective ministries to pay salaries and other costs. 
Senior Iraqi officials distributed the money to ministry employees.9 Although 
the payment process lacked the controls necessary for proper accountability, 
it met the urgent need to provide salaries, inject money into the economy, and 
prevent a political crisis. 

Treasury advisors to Iraq’s Ministry of Finance and the Central Bank moved 
quickly to establish a more controlled payroll system. By late June 2003, proce-
dures were in place to pay government salaries through the Rafidain Bank, whose 
branches were quickly reopening. Forty-six branches were operating by August 
in Baghdad, with another 85 branches across the country.10 

More than 90 percent of the salary payments during the CPA’s tenure—all 
paid with either vested or DFI funds flown from the United States—went from 
the CPA Comptroller to the Central Bank and then out to recipients through 
the Rafidain Bank chain.11 John Taylor, the Under Secretary of the Treasury, 
testifying before the Senate Foreign Relations Committee during the first week 
of June 2003, reported that more than 1.5 million workers and pensioners had 
already started receiving regular payments. He described the payments as an 
“initial financial life-line to the Iraqi people.”12 

Although the CPA’s payments and new pay-scale provided a “life-line” for 
many Iraqis, they nearly caused a revolt among oil workers. “In the one-product 
economy that Saddam’s disastrous economic policies had developed for Iraq,” 
said Admiral Dave Oliver, Director of CPA’s Office of Management and Budget, 
“the oil workers were accustomed to being specially pampered and not reluctant 
to express their displeasure.” The CPA promised to come up with a new pay-
scale by September, which “kept the oil and electrical ministries working without 



• 88 •

• Chapter 8 •

significant protest.”13 CPA Order Number 30 created thirteen civil-service clas-
sifications, each divided into ten steps on a career ladder that mirrored that of 
the U.S. civil service.14 

Flying Billions to Baghdad

The CPA relied on the DFI to fund the operations of Iraq’s ministries and 
to pay for reconstruction projects. Held in a Federal Reserve Bank account 
in New York, DFI cash was flown to Baghdad in very large sums whenever 
the CPA requested. These shipments—the largest airborne transfer of 
currency in history—proved an enormous logistical challenge. A typical 
pallet of DFI cash had 640 bundles, with a thousand bills in each bundle. 
Each loaded pallet weighed about 1,500 pounds. The pallets were flown 
into Baghdad’s airport at night and were then driven to the Central Bank 
of Iraq for deposit.15 

The first emergency air-lift of money to Iraq was for $20 million, but the 
shipments rapidly grew in size. In December 2003, the CPA requested a 
$1.5 billion shipment, at the time the largest single payout of U.S. currency 
in Federal Reserve Bank history.16 But that record was soon broken when, 
in June 2004, more than $4 billion was flown to Iraq, just before the CPA’s 
transfer of sovereignty to the Iraqi Interim Government. 

The Currency Exchange
Before the war, U. S. Treasury officials were concerned about the two different 
currencies in circulation in Iraq. In northern Iraq, the Kurds used the old Iraqi 
currency, known as the “Swiss” dinar, so named because the currency’s original 
plates were made in Switzerland. In the south, Iraqis used the “Saddam” dinar, 
which bore Saddam Hussein’s picture. The fact that the Saddam dinar was em-
blazoned with the dictator’s portrait was just one of its problems. It was also easy 
to counterfeit, had only two denominations in circulation, and had plunged in 
value since the 1991 Gulf War. 17 

Treasury officials knew that a stable and unified currency system would be 
essential to Iraq’s long-term economic health, so they developed a currency ex-
change program as part of the agency’s prewar strategy.18 In July 2003, Bremer 
announced the currency exchange plan, noting that the CPA would print and 
distribute new Iraqi banknotes and make them available to the Iraqi public in 
mid-October.19 The Central Bank of Iraq, with Treasury’s support, would manage 
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the exchange and the “New Iraqi Dinar” would replace both the Swiss and the 
Saddam dinars.20 

“Currently everyone in Iraq carries a reminder of Saddam in their pockets—
on the banknotes they’re using,” Bremer said. “Shortly after October 15, the first 
batch of Saddam notes will go into the incinerator. At close of business January 
15, 2004, Saddam notes will no longer be legal tender.”21 Between October 2003 
and January 2004, the CPA carried out the exchange with armed convoys deliver-
ing the new Iraqi dinars to 243 banks across Iraq. Insurgents attacked fifteen of the 
convoys, wounding eleven people.22 But the attacks did not stop the conversion. 
Iraqis exchanged their old dinars for new ones at banks across the country, with 
the old notes shipped to Baghdad for burning.23 

President Bush hailed the exchange program as an important achievement: 
“A stable currency, a new currency, a currency without the picture of the dictator 
or tyrant, or the torturer, however you want to define him, is important for the 
future.”24 The new dinar was stable enough by the end of 2006 to begin appreciat-
ing against the dollar.25 

Relieving Iraq’s Debt
Estimates of Iraq’s external debt in 2003 ran as high as $130 billion.26 Fearing 
that interest payments on the debt alone could consume most of the country’s 
income, Treasury made it a priority to persuade Iraq’s international creditors 
to forgive or restructure Iraq’s mammoth debt.27 It secured an initial agreement 
with the G-8—comprising the world’s top eight industrialized democracies—to 
give Iraq eighteen months before seeking interest payments on any Iraqi debt. 
Treasury then embarked on an intense negotiation process which eventually 
secured extraordinary debt relief for Iraq.28 

In December 2003, President Bush appointed former Secretary of State and 
Secretary of the Treasury James Baker as his special envoy for Iraq’s debt to lead 
the negotiations. Baker heavily engaged with the Paris Club, a debt forum com-
prising the world’s nineteen richest countries, eventually securing a commitment 
from Club members to write down Iraq’s foreign debt.29 

At their economic summit in June 2004, the G-8 endorsed an IMF finding 
that Iraq’s debt should be reduced by 90 to 95 percent. Iraq’s new Minister of 
Finance Abdul al-Mahdi then asked the Paris Club creditors to reduce Iraq’s debt 
by 95 percent and to reschedule payments of the remaining debt over a 23-year 
period. The United States, Canada, and Britain supported the request. Baker’s 
negotiations over the next five months produced a hugely beneficial outcome: 80 
percent of Iraq’s $38.9 billion debt to Paris Club creditors was forgiven.30 More 
significant debt forgiveness would follow over the next few years, which helped 
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the country’s foundering economy to stabilize and begin to grow. The extraordi-
nary elimination of much of Iraq’s debt since 2003 amounts to one of the most 
generous acts of collective international debt-forgiveness in modern times.

CPA’s Economic Reform Agenda
In May 2003, Peter McPherson, the CPA’s Director of Economic Policy, over-
saw the CPA effort to pay Iraqi government salaries, restart the banking system, 
and manage the currency exchange program, he began to implement reforms 
to open Iraq’s economy to the free market.31 Some in the CPA contended that 
these reforms should be implemented gradually; others urged letting Iraqis re-
solve their own issues regarding the country’s economic structure after the CPA 
left.32 The IMF warned that in transition economies like Iraq, “implementation of 
these reforms has typically been difficult and time consuming, reflecting the need 
to build political support for reforms to ensure that they are durable, and that 
adequate institutional capacity exists to ensure effective implementation.”33 But 
McPherson pointed to the IMF’s report on economic reform efforts in Eastern 
Europe, which concluded that the earlier reforms are made, the faster economic 
growth will occur.34 McPherson and his economic team moved briskly ahead, 
focusing much of the CPA’s reformist effort on Iraq’s state-owned enterprises 
and the country’s banking system.

State-owned Enterprises 
After the March 2003 invasion, most of Iraq’s SOEs shut down because of loot-
ing. Three wars and a decade of international sanctions had left them “seriously 
de-capitalized, asset-starved, obsolescent, inefficient, saddled with high pro-
duction costs, over-staffed, and—as a result of looting—in a state of physical 
degradation.”35 But Iraq’s 192 SOEs were the “sole providers of essential public 
utilities and the leading providers of a large number of public goods and services 
as well as of consumer and industrial products.” They accounted for 90 percent 
of the country’s industrial capacity. Eleven different ministries oversaw various 
SOEs, which employed an estimated 500,000 people, or roughly one-eighth of 
the country’s workforce.36 

The CPA considered three separate but related issues regarding the SOEs. 
First, how much budget support should it provide to these state businesses? 
Second, should the SOEs be able to draw upon their deposits held by state banks? 
And third, should the debt between the SOEs be cancelled?37

Regarding budgetary support, McPherson and the ministry advisors differed 
on the degree to which the CPA should assist the largely inefficient and outdated 
state-run businesses. The CPA did continue to pay all SOE salaries and, in the early 
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days, gave some financial support to a number of SOEs in the electricity, oil, water, 
and health sectors. But McPherson, who saw the SOEs as vestiges of Saddam’s 
statist economy, did not want to risk wasting additional money on businesses 
about which the CPA had little knowledge. He demanded proof that support for 
the SOEs would stimulate the economy and, in time, create viable companies.38 
Some of CPA’s senior advisors, however, pushed to have more money allocated 
immediately to the SOEs, which they saw as vital to Iraq’s economy.39 

As to SOE bank accounts, McPherson made the controversial decision in July, 
when the two largest government banks began opening branches, to freeze all 
SOE deposit accounts at these banks. The move prevented individual SOEs from 
drawing on their accounts to purchase supplies, make needed capital improve-
ments, or pay debts. McPherson was concerned about the viability of the state 
banks, which had recorded deposits amounting to about $2 billion but had only 
about $1 billion on hand.40 He feared that any attempt by the SOEs to withdraw 
their money could spark a run on the banks.41 

At the same time that the CPA froze the SOE bank accounts, it also cancelled 
all of their debts. McPherson contended that the “maze of obligations between 
government entities” was so complicated and that so many records had been de-
stroyed by looting, that it would take more than a year to sort them out and “even 
then you would not have an accurate record.”42 He concluded, with Bremer’s 
concurrence, that “we should clean the slate and move on.”43 McPherson said that 
many of the SOEs could not survive without huge subsidies, and that he wanted 
to fund only “those that could make practical use of CPA money.”44 

Some members of the Treasury’s economic team and senior advisors to the 
ministries objected to these decisions. They contended that debt cancellation 
could weaken the Iraqi government’s long-term credit standing. Moreover, they 
argued that freezing the bank deposits and cancelling all the debt among the SOEs 
hurt the most viable companies—those with money in their accounts—and 
risked leaving Iraq without a manufacturing base and with a huge unemployment 
problem.45 There were also legal concerns about the CPA’s authority under inter-
national law to effectively shut down much of Iraq’s manufacturing base.46 

Timothy Carney—the CPA’s senior advisor to the Ministry of Industries and 
Minerals, which supervised a number of SOEs—urged that Iraqis should have a 
say in this significant economic decision. In a June 15, 2007 memo to McPherson, 
Carney warned that the proposed SOE policy “risks [undermining the] assets of 
the Iraqi people” and “was drawn up without adequate Iraqi participation.”47 

The CPA changed course at the end of July, and started to provide additional 
operating budgets for those SOEs, such as the cement and fertilizer companies, 
that could produce goods and services needed to support reconstruction. By the 
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end of August, about one-third of the SOEs had reopened.48 Dr. Sami al-Araji, an 
American-trained mechanical engineer who had been working for the Ministry 
of Industry and Minerals, criticized the policy on SOEs, because he believed they 
“would have been able to support the [reconstruction] work in the electrical, oil, 
health, water and sewerage, and transport sectors.”49 

Banking Reforms
During Saddam’s rule, banks functioned as “vehicles for storing and moving cash 
around the country and—in some cases—outside the country.” They were not 
commercially viable institutions that promoted economic growth.50 The CPA 
economic team and USAID agreed that Iraq’s banking sector needed modern-
izing, but disagreed on how to do it.51 

The CPA promulgated three orders to reform the Iraqi banking system. The 
first, issued on July 7, 2003, suspended the country’s old banking laws, which 
had allowed only the Ministry of Finance to authorize loans to government 
ministries, and gave the Central Bank of Iraq the “authority to determine and 
implement monetary and credit policy without the approval of the Ministry of 
Finance.”52 The second order, issued on July 14, 2003, created the Trade Bank 
of Iraq to manage DFI funds and to help Iraqi businesses finance the imports 
of goods. Noting that Iraq lacked “financial institutions capable of facilitating 
imports and exports of goods and services to and from Iraq,” the CPA autho-
rized the Trade Bank’s capitalization at $100 million.53 The Trade Bank, one 
the CPA’s more important achievements, would issue letters of credit worth 
more than $16 billion over the next five years.54 The third banking order, issued 
on September 19, 2003, established rules for bank licensing, capitalization, 
and management.55

These orders collectively effected two major economic changes simultane-
ously. They modernized the banking system—making it more structured and 
stable—and changed the credit system, giving more Iraqis greater access to 
capital. Under Saddam, Iraqi banks required hard collateral, such as houses, 
jewelry, gold, or property, to secure a loan. The CPA wanted the banks to make 
credit more available, hoping that increased access to financing would spur 
economic growth.56 

The CPA’s banking reforms, however, did not have a significant effect on 
credit practices because the bank branches continued to require 100 percent 
collateral for loans. They could not quickly break their Saddam-era habits, even 
though the Finance Ministry had provided a written guarantee of 50 percent 
against possible losses made on small business loans.57 
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The Limits of Economic Change
A number of factors constrained the CPA’s ability to make sweeping economic 
reforms in post-invasion Iraq.58 Disagreement within the Coalition’s ranks over 
the scope of economic reform measures, together with Iraqi opposition, stalled 
ambitious attempts to create a more open economy in Iraq and sidetracked SOE 
reform. There was never any serious discussion about the privatization of electric-
ity, and the oil industry was considered off limits from the beginning. 

The deteriorating security situation and the November 15, 2003 decision 
to accelerate the return of sovereignty to Iraq made it all but impossible for the 
CPA to tackle other significant economic issues, like the state subsidies for food, 
electricity, and fuel.59 By the beginning of 2004, the CPA had set aside its free-
market reform agenda, focusing instead on planning the political transition and 
implementing a wave of new reconstruction projects. According to Ali Allawi, 
who served as Minister of Trade during 2003, “there was not one [Iraqi] voice 
raised in support of the CPA’s economic plans.”60
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Bremer’s Grand Vision

We seem to have transitioned from a cautious beginning 
to requesting funding for everything without a plan or a 
thorough justification. And not only have the cost estimates 
been unrealistic, the entire postwar experience appears to have 
taken us by surprise. We were told that we would be welcomed 
with open arms by the Iraqi people and that Iraqi government 
institutions would be restored after a short hiatus. The vision of 
postwar reconstruction presented to Congress at that time was for 
many of us either hopelessly naive or grossly incompetent. *

Representative Nita Lowey (D-NY) 
Chair, House Appropriations Subcommittee on State and Foreign Operations 

During mid-2003, several U.S. agencies and international organizations trav-
elled to Iraq to conduct assessments on the country’s reconstruction needs. The 
resulting surveys projected rebuilding costs ranging up to $60 billion, far higher 
than prewar estimates. In the wake of these assessments, Dave Oliver, Director 
of CPA’s Office of Management and Budget, observed: “Our invasion seemed 
to have occurred just as the condition of the entire infrastructure teetered on the 
edge of the cliff of disaster.”1 

The assessments also caused Ambassador Bremer to push the CPA to develop 
a new and much more ambitious reconstruction plan. His new vision embraced a 
rebuilding program many times larger than any previously proposed, which would 
require enormous increases in U.S. funding for Iraq’s relief and reconstruction. 

2003 Assessments of Iraq
Four organizations conducted major reviews of Iraq’s infrastructure and econ-
omy during the CPA’s first three months: Bechtel, USACE, the UN, and the 
Center for Strategic and International Studies. Their reporting helped shape the 
next phase of the U.S. relief and reconstruction effort.

* Representative Nita Lowey, Statement before the House Appropriations Subcommittee on Foreign 
Operations, Export Financing and Related Programs Hold Hearing on FY2004 Supplemental: Iraq 
Reconstruction Funds, September 24, 2003.
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The USAID/Bechtel Infrastructure Assessment
Bechtel’s first job under its $680 million contract with USAID was to assess Iraq’s 
infrastructure in six areas: surface transportation, aviation, buildings, water, elec-
tricity, and the Umm Qasr Port in southern Iraq. During late April and May 2003, 
Bechtel teams surveyed dozens of sites across the country. What they found dis-
turbed them. Iraq’s infrastructure had collapsed. They estimated rehabilitation 
costs at about $16 billion.2 

Bechtel’s assessment identified five challenges then confronting the U.S. 
reconstruction program: (1) worsening security, (2) poor interagency coordi-
nation, (3) limited access to information, (4) confusing contracting regulations 
(5) the prevalence of unexploded ordnance. The report predicted that Iraq’s 
deteriorating security situation would cause reconstruction costs to skyrocket. 

The ultimate success of the reconstruction program, Bechtel further noted, 
demanded improved coordination among the U.S. government agencies 
involved.3 Bechtel urged the CPA to adopt a new systemic approach to reha-
bilitating Iraq’s infrastructure because: “Power, water, airports, rail, and the port 
are all integrated systems, and each has to be understood as critical components 
of an overall infrastructure network to arrive at the most economic and effective 
implementation plan.”4 

The USACE Oil Sector Assessment
In May 2003, USACE, working with Task Force Restore Iraqi Oil, KBR, and 
the Iraqi Ministry of Oil, surveyed Iraq’s oil infrastructure. USACE’s report ap-
proximated oil sector damage at $457 million from the war and $943 million from 
postwar looting, estimating reconstruction funding requirements at $1.7 billion. 
But USACE advised that this figure could vary by as much as 40 percent.5

USACE’s assessment underscored the need to sequence and integrate oil 
facility repair with infrastructure work in other sectors. The electrical power grid 
depended on fuel from the oil sector, and oil production facilities required a 
steady supply of electricity. Power plants and oil facilities needed water to cool 
generators. The assessment found that “[a] failure of one component in the sys-
tem [created] a related problem elsewhere in the system.”6

 Systemic interdependence demanded a high degree of coordination between 
the Iraqi ministries of oil and electricity—coordination that would be missing 
for most of the next five years. USACE emphasized the importance of obtaining 
Iraqi input at every step of the rebuilding process, highlighting the need to build 
capacity so that Iraqis could properly operate and maintain the new parts of their 
infrastructure. Like Bechtel, USACE flagged the growing security problem as a 
major obstacle to further progress.7
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The UN Assessment 
A joint assessment team from the UN and the World Bank spent the summer of 
2003 in Iraq evaluating the country’s development needs, in part to prepare for 
a donors’ conference scheduled for October 2003 in Madrid. The team’s report 
documented the severe consequences of Saddam’s neglect of and under-invest-
ment in Iraq’s infrastructure, economy, and social institutions.8 

The UN calculated that rebuilding Iraq would cost at least $56 billion over 
three years, with $36 billion needed for health, education, agriculture, private-
sector development, government capacity building, and the rule of law. The 
assessment addressed neither oil nor security, opting instead to include CPA’s 
$20 billion estimates for these sectors.9 Like Bechtel and USACE, the UN report 
warned that, unless the Coalition restored security across Iraq, the economic and 
political transformation of the country could not proceed:

Security concerns are paramount to the Iraqi population, 
influencing their ability to move freely, engage in work and 
education, and participate in the burgeoning political process. 
Without security, progress in rebuilding the critical infrastruc-
ture, health and education systems, and access to electricity 
and clean water that have been degraded and destroyed by 
years of corruption, conflict, neglect, and sanctions may be too 
slow to provide a noticeable improvement in the quality of life 
and reassure the Iraqi people of the benefits of a transition to 
an open and democratic society.10

The UN also emphasized the need to strengthen government institutions and 
to restore “core human services.” It identified factors that could impede Iraq’s 
recovery. High on the list was the requirement to restore the almost nonexistent 
executive and administrative capacities of Iraq’s public institutions, most acutely 
revealed in the absence of an effective financial management system.11 

The CSIS Assessment
In June 2003, at the request of Secretary Rumsfeld, John Hamre, president of 
the Center for Strategic and International Studies (CSIS), led a delegation of 
post-conflict reconstruction experts to Iraq to determine the country’s rebuild-
ing needs. Hamre and his team visited nine of the country’s eighteen provinces 
and met with the CPA’s senior leadership. The CSIS report concluded that the 
United States faced an “enormous task” in Iraq, would have “to stay the course” 
for several years, and would need to provide significant initial funding for recon-
struction programs.12 
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CSIS also pointedly warned that the CPA had to address immediately the 
deteriorating security situation in Iraq. Hamre recommended engaging more 
Iraqis at every level of the reconstruction effort, expanding programs that could 
provide Iraqis with employment opportunities, and decentralizing political power 
to the provinces. The CSIS report advised that “[the] CPA must be given rapid 
and flexible funding,” adding that “business as usual” was “not an option for op-
erations in Iraq, nor can it be for the funding.”13 

A New Strategic Vision
Concurrent with the outside assessments, the CPA’s Office of Strategic Planning 
drafted CPA’s Vision for Iraq, which supplanted ORHA’s Unified Mission Plan.14 
Dayton Maxwell, a former USAID official who had served with JTF-4 during 
prewar planning, was the senior civilian in CPA’s policy planning office, and 
Lieutenant Colonel Robert Polk was the senior military officer.15 They both had 
helped craft ORHA’s Unified Mission Plan before the war.16

The Vision for Iraq defined the CPA’s mission as working to achieve “the con-
ditions for a free, sovereign, democratically elected representative government.” 
The document outlined, in general terms, five “core foundations” that CPA would 
lay to support Iraq through its democratic transformation: security, essential ser-
vices and civil society, economy, governance, and strategic communications. 

The highest priority, according to the Vision, was “to create a secure and safe 
environment, without which the CPA recognized there could be little progress 
on other goals.” The CPA would work to restore security across the country by 
recruiting and training Iraqi police and military forces. Other goals included 
promoting a rapid transition to a market economy and establishing an effective 
rule-of-law system. The document called for new programs to develop democ-
racy, to create equitable criminal justice processes, to implement a new and fair 
penal code, and to construct new courthouses and prisons. The success of the 
Vision depended upon a “coherent and coordinated information campaign” that 
would explain the scope and nature of U.S. programs to all Iraqis.17 

In mid-July, Ambassador Bremer sent the Vision for Iraq to the Pentagon. “I 
am confident,” he wrote, “that this will put us on course for success.”18 By July 18, 
2003, senior Pentagon officials had approved it.19 

In the meantime, Ambassador Bremer had tasked Maxwell and Polk to ex-
pand the Vision for Iraq by identifying specific tasks aimed at implementing the 
five core foundations, and they quickly completed a new detailed framework, 
entitled Achieving the Vision to Restore Full Sovereignty to the Iraqi People. In late 
July, Bremer took the framework to Washington for briefings with the Congress, 
senior Administration officials, and the press. The 30-page document was the 
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CPA’s first attempt to develop, in some detail, the litany of actions required to 
achieve the core foundational goals of the Vision for Iraq.20

The CPA’s Achieving the Vision suffered from some serious flaws. First, Iraqis 
were not sufficiently consulted on it. The Iraqi Governing Council, which was 
appointed on July 13, was never given a chance to provide advice on it. Maxwell 
and Polk expressed concern at the time that the CPA was handing the Iraqis a 
fait accompli—a plan they were “just going to have to eat.”21 The CPA also had 
established overly ambitious infrastructure outcomes before ascertaining baseline 
conditions and before determining costs. Moreover, the outcomes had unrealistic 
completion dates, some by October 2003, just three months later. 

The ambitious goals contained in Achieving the Vision included deploying 
30,000 trained Iraqi police, re-establishing the Iraqi Border Guard, reopening 
all courthouses, building eleven new prisons and detention centers, reforming 
the ministries, improving electricity generation capacity to 4,000 megawatts, 
restoring basic health care services to prewar levels, rehabilitating 1,000 schools, 
and reopening the airports and railroads.22 Even under the best of conditions, 
achieving these outcomes on a short timetable was virtually impossible. 

Developing Iraq’s Budget
In early July 2003, the CPA published a budget to fund ministry needs for the 
rest of calendar year 2003. CPA’s senior advisors, then serving as the de facto 
ministers for each ministry, compiled what data they could find and developed a 
budget totaling $6.10 billion. The CPA predicted oil revenues for the rest of 2003 
to be $3.46 billion and expected $432.7 million from taxes and the state-owned 
enterprises, leaving a deficit of $2.2 billion. Bremer planned to cover the differ-
ence with vested and seized Iraqi funds, the DFI, and new U.S. appropriations. 

The new Iraqi budget provided only $609.5 million for reconstruction and 
capital improvements.23 This could not begin to meet Iraq’s many reconstruc-
tion needs. The CPA’s economic team knew that without a major infusion of 
additional funds, it would not be possible to realize any of the objectives listed 
in Achieving the Vision.

On adoption of the 2003 budget, Ambassador Bremer ordered his senior advi-
sors to develop, with their Iraqi counterparts, a 2004 budget. This effort produced 
more than $35 billion in ministerial requests, but Iraq’s projected 2004 revenues 
amounted to less than $13 billion, leaving a projected deficit of $23 billion.24

“No matter how we pared the list,” said Oliver, “we needed [over] $20 billion 
more than we had available.”25 Faced with a huge shortfall, Ambassador Bremer 
decided to ask the Congress for a dramatic increase in funding to support Iraq’s 
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relief and reconstruction. He would also look to the international community 
for significant contributions. 

In July and August 2003, Oliver and the CPA’s economic team developed a 
new supplemental funding request for Iraq reconstruction that would go to the 
Congress in September. They also shaped the U.S. proposal for the International 
Donors Conference planned in October.26

Asking Congress for Money
In late July 2003, Dave Oliver directed the CPA’s senior advisors involved with in-
frastructure to contribute to a new reconstruction plan, which would provide the 
basis for the new supplemental request. Oliver charged Dave Nash, a retired rear 
admiral recently arrived in Baghdad as the deputy senior advisor to the Ministry of 
Transportation and Communications, to coordinate the plan’s development.27 

Just a few months earlier, Nash had been working as a construction man-
ager in Birmingham, Alabama, for Parsons Brinckerhoff (a large U.S. contractor 
that would later receive sizable Iraq reconstruction contracts). He had made his 
career as a Navy engineer, rising to command the Naval Facilities Engineering 
Command and serving as Chief of Civil Engineers. Like many of the CPA’s early 
recruits, he was in Iraq on a 90-day contract. With a wealth of experience in large 
public-works projects, Admiral Nash arrived at the Republican Palace just as 
CPA’s leadership needed someone with significant construction expertise to 
develop an expansive strategy to rebuild Iraq’s infrastructure.28 

After briefly considering asking the Congress for $5 billion, Nash and his plan-
ners developed a much larger request. Working with CPA’s senior advisors, Nash 
pulled together a long list of infrastructure projects that would cost about $27 
billion. After whittling it down to $20.3 billion, Bremer approved the proposal 
in early August and sent it to Washington. 

On August 15, 2003, Joshua Bolten, Director of the White House OMB, 
wrote Secretary Rumsfeld, objecting to the size of the CPA’s request. The White 
House had already told the Congress that it would not ask for additional funding 
for Iraq and Afghanistan in 2003. Bolten said the CPA would have to provide a 
detailed justification before the Administration would consider going back to the 
Congress to argue for more money for Iraq reconstruction.29 

The CPA had hired Tom Korologos as a senior counselor. Korologos, a vet-
eran lobbyist, addressed Bolten’s concerns in a memo to Bremer on August 17, 
2003. “To delay getting our funds will be a political disaster for the President,” 
he wrote. “His election will hang for a large part on show of progress in Iraq and 
without the funding this year, progress will grind to a halt.” Korologos added that 
he did not believe that the Congress would turn down the supplemental request 
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because “the faster the Iraq CPA succeeds, the quicker ‘our 150,000 boys over 
there’ will start coming home.”30

By the end of August, the CPA had answered Bolten’s demand for more 
data, producing a “Program/Integration Management Plan for Recovery, 
Reconstruction and Redevelopment of Iraq.” The plan’s stated objective was 
to “assist in restoring the stability of Iraq and the Iraqi economy by means of 
infrastructure and development.” It emphasized that U.S. funds were essential to 
meet Iraq’s critical infrastructure needs because oil production and revenues were 
stagnant.31 “These needs are immediate and urgent,” the plan asserted, adding that 
the CPA would “begin execution of these funds before the end of 2003.”32 

The CPA’s answer satisfied Bolten. On September 6, 2003, OMB submitted 
a $20.3 billion supplemental request to the Congress. President Bush announced 
the next day that he had asked the Congress for a total of $87 billion to support Iraq 
and Afghanistan, including the $20.3 billion for Iraq’s reconstruction, noting: 

This budget request will support our commitment to helping the 
Iraqi and Afghan people rebuild their own nations, after decades 
of oppression and mismanagement. We will provide funds to 
help them improve security. And we will help them to restore 
basic services, such as electricity and water, and to build new 
schools, roads, and medical clinics. This effort is essential to the 
stability of those nations, and, therefore, to our own security.33 

USAID’s Complaints
USAID officials were perturbed by both the process and the substance of the 
CPA’s supplemental request, having been shut out from its development. They 
believed Bremer had acted “in a non-transparent way” and expressed grave con-
cerns about the plan’s failure to include sufficient money for capacity building, 
democracy programs, agriculture efforts, and economic development.34 USAID 
Administrator Andrew Natsios sharply disagreed with the CPA’s premise that a 
large-scale infrastructure program would quickly create jobs and help solve Iraq’s 
most pressing problems. “Development is not building things,” he said. “It’s not 
engineering. It’s institution building.”35 

USAID was particularly concerned about underinvestment in the agricultural 
sector, which, at the time of the 2003 invasion, was the country’s second-largest 
employer. Natsios was shocked to find that the supplemental had zero for ag-
ricultural programs, which he said are essential “to stimulate the economy and 
keep all the young men in the rural areas,” rather than have them stream into the 
cities where they could be recruited as insurgents.36
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In August 2003, before the submission of the supplemental, USAID’s 
Baghdad office sent a memo to Oliver outlining its objections and encouraging 
him to revise the request so that it addressed Iraq’s long-term needs for capacity 
building and sustainability. Oliver responded that the Congress would not fund 
“soft” projects and that the request would not be changed.37 

The dispute between the CPA and USAID intensified when USAID discovered 
that the CPA, a Defense Department organization, would manage all of the IRRF 
2 funds. Lewis Lucke, USAID’s Mission Director in Iraq, complained to Oliver:

To exclude us—especially considering the success we have 
achieved and are achieving to date in our programs, and the 
fact that we are a professional development organization that 
is by nature operational overseas—seems short-sighted and 
territorial in the extreme to the detriment of the overall U.S. 
mission in Iraq.38

USAID then developed its own $5 billion supplemental funding request, em-
phasizing public health and education, the economy, government accountability, 
and technical support. It called for $3.25 billion to restore essential electricity, 
transportation, irrigation, and water infrastructure.39 The proposal gained no 
traction, either within the Administration or on Capitol Hill. Relations between 
USAID and CPA officials continued to deteriorate during and after the submission 
of the 2003 supplemental request. These breakdowns, both personal and bureau-
cratic, would continue to affect the reconstruction program for years to come.40 

Congressional Debates on the Supplemental
During the last two weeks of September 2003, the Congress held seven hearings 
on the supplemental, during which members from both parties demanded to 
know why Iraq was not shouldering more of the reconstruction program’s finan-
cial burden. Some argued that the United States should provide support through 
loans, while others saw CPA’s request as an extravagant “wish list.”41 

“When I look at some of these justifications and when I look at some of 
the postwar planning in general, two thoughts strike me,” said Representative 
David Obey (D-WI), the ranking member of the House Committee on 
Appropriations. “It looks like it was put together by the president of an 
Optimists Club, rather than someone with an understanding of the world; and 
secondly, it looks like the execution plans have been put together more like an 
MBA term paper than a document that reflects a realistic understanding of the 
society that we’re wishing to operate in.”42
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Senate and House committee members peppered the CPA with written 
“questions for the record” about contracting, management, and oversight. Some 
legislators were struck by the fact that the CPA request contained more than $15 
billion for construction, but provided virtually no information about the contracting 
process. Others raised concerns that the CPA had failed to prioritize the sectors or 
projects within sectors and had not provided timetables for program completion.43 
One member observed that a construction program of the size and scope proposed 
by the CPA would take five to seven years to complete in the United States. 

The CPA brushed off all objections: “Our estimates differ. While some of the 
most complex projects may take several years to complete, we anticipate that the 
majority of construction can be completed much sooner.”44 

The Congress also raised concerns that the huge appropriation would serve as 
a disincentive to international donors. The CPA countered that Iraq would need 
between $50 billion and $75 billion for reconstruction—well above the supple-
mental request—and that it planned on presenting a “rich package of projects 
that should appeal to the donors” at the Madrid conference in October.45 

The Madrid International Donors Conference
Creating that “rich package” fell to CPA’s Council for International Coordination. 
CPA Regulation Number 5 created the council on June 18, 2003, “to be the 
CPA’s focal point and coordination body for international assistance in the re-
lief, recovery and development of Iraq.”46 Bremer tasked the council, chaired by 
Marek Belka—an economics professor who had served as Poland’s deputy prime 
minister and minister of finance—to coordinate assistance from governments as 
well as international and nongovernmental organizations, make recommenda-
tions to the PRB on international assistance efforts in Iraq, coordinate with the 
IMF and the World Bank, and—most important—prepare for the October 2003 
Madrid Donors Conference.47

As he organized for Madrid, Belka faced two significant challenges. First, 
he had to put together a plausible list of projects that interested donors might 
support. Second, he had to overcome the lack of interest on the part of certain 
countries, such as Germany, France, and Russia, that had opposed the Iraq inva-
sion and thus might be disinclined to support Iraq’s economic recovery. 

Planning for Madrid suffered a devastating blow when, on August 19, 2003, 
a truck bomb destroyed the UN headquarters in Baghdad, killing the Secretary-
General’s Special Representative, Sergio Vieira de Mello, and 21 others.48 This 
tragedy caused the UN to pull out of Iraq, and cast a pall over Belka’s efforts.49 
The attack eventually led many countries to conclude that security was so bad in 
Iraq that contributing funds could have little positive effect in the near term. 
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On October 16, 2003, the UN issued Security Council Resolution 1511, 
which aimed to assuage international concerns about America’s expanding role 
and lengthening stay in Iraq. The new resolution stressed the temporary nature 
of the Coalition’s occupation and encouraged the United States to transfer sov-
ereignty to the Iraqis as soon as practicable. Issued shortly before the Madrid 
Donors Conference, UNSCR 1511 was crafted in part to calm the concerns of 
donor nations about U.S. plans for Iraq and thereby persuade them to contribute 
to Iraq’s reconstruction.50 But it did not have this effect.

On October 23 and 24, 2003, a total of 76 countries, 20 international orga-
nizations—including the IMF and the World Bank—and 13 nongovernmental 
organizations participated in the Madrid Donors Conference. The United States 
pledged $18.4 billion (the amount of the pending supplemental), and the other 
countries combined pledged a total of $13.5 billion in grants and loans. Fewer 
than half of the attendees announced contributions. Germany, France, and 
Russia pledged nothing. Japan offered the most, contributing more than a third 
of the total non-U.S. amount pledged—$1.5 billion in grants for 2004 and $3.4 
billion in loans.51 

To help manage international donations, the UN created the International 
Reconstruction Fund Facility, which the UN Development Group and the World 
Bank would oversee. All qualified companies from any country could bid on 
contracts for projects paid for by the fund.52 

Congress Passes IRRF 2
The Congress debated the CPA’s supplemental request during October 2003, 
and, on November 6, it passed the “Emergency Supplemental Appropriations Act 
for Defense and for the Reconstruction of Iraq and Afghanistan for Fiscal Year 
2004,” allocating $18.4 billion to the Iraq Relief and Reconstruction Fund (IRRF 
2). The Congress made the money available for two years, meaning that it had to 
be fully contracted by September 30, 2006. Notably, the Congress required the 
CPA to provide an accounting for all revenues—domestic and foreign, includ-
ing Iraqi—used for Iraq’s reconstruction.53 The Act also created a new oversight 
office—the Inspector General for the Coalition Provisional Authority—which 
became SIGIR in October 2004.

Although the Congress approved the CPA’s funding request almost intact, 
the legislators imposed greater controls and more oversight for IRRF 2, divid-
ing the money among ten sectors and giving the CPA limited authority to make 
adjustments. The Congress provided that the CPA could shift up to ten percent 
from one sector to another, but no sector could be increased by more than twenty 
percent without congressional approval. 
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Iraq Relief and Reconstruction 2 Sector Allocations ($ Billions)

Sector Allocation

Electricity $5.56

Water Resources and Sanitation $4.33

Security and Law Enforcement $3.24

Oil Infrastructure $1.89

Justice, Public Safety Infrastructure, and Civil Society $1.32

Health Care $0.79

Transportation and Telecommunications $0.50

Roads, Bridges, and Construction $0.37

Education, Refugees, Human Rights, and Governance $0.28

Private Sector Development $0.15

Total $18.44

Source: P.L. 108-106, Emergency Supplemental Appropriations Act for Defense and for the Reconstruction of 
Iraq and Afghanistan for Fiscal Year 2004, November 6, 2003. Numbers may not add up due to rounding.

The IRRF 2 legislation stipulated that, in addition to the CPA, only five 
agencies could use the funds to implement reconstruction programs—the 
Department of Defense, the Department of State, the Department of the 
Treasury, the Department of Health and Human Services, and USAID. The 
Congress encouraged each to “provide significant financial resources, technical 
assistance, and capacity building to counterpart organizations led by Iraqis.”54 

Section 2207 of the legislation required the OMB, in consultation with the 
CPA’s Administrator, to submit quarterly reports to the Congress on the status 
of IRRF 2 projects. The first Section 2207 Report was due on January 5, 2004, and 
it had to contain a complete list of proposed projects.55 The CPA now had less 
than two months to compile the list of projects, develop a spend plan, and build 
an office to manage what quickly had become the largest foreign reconstruction 
program for a single country in U.S. history.
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They [CPA] sat down in a four-day period and came up with a 
list of projects of what they wanted to do. And they were all high-
end capital expenditures: build the big this, build the big that.*

Lieutenant General Peter Chiarelli  
Commander, Multi-National Corps-Iraq (2006)

In early November 2003, the Congress appropriated $18.4 billion to the Iraq 
Relief and Reconstruction Fund (IRRF 2). The CPA had established the Program 
Management Office (PMO) to oversee the burgeoning reconstruction program, 
and Bremer had appointed Dave Nash, the man who had helped develop the 
new reconstruction plan, as the PMO’s first director. Nash quickly shaped a new 
management structure for the CPA’s reconstruction efforts and began developing 
a program of projects. In the IRRF 2 legislation, the Congress required the CPA 
to produce a “spend plan”—a comprehensive list of projects, including estimated 
costs and timelines for completion by early January 2004. 

The $18.4 billion IRRF 2 program would included $12.6 billion for construc-
tion projects and another $4 billion for procurement, including everything from 
personal protective gear, weapons, and vehicles for Iraq’s security forces to con-
struction materials for the oil, water, and electricity sectors. The remaining $1.8 
billion was for capacity development, governance, and economic reform pro-
grams.1 Almost all of the IRRF 2 was designated as Defense Department money, 
meaning that the Pentagon was ultimately responsible for the use of this recon-
struction money.

Creating the Program Management Office
The CPA created the PMO because USACE and USAID—the two U.S. agencies 
with established systems for managing large construction and international assis-
tance programs—reported that they did not have the resources in Iraq to manage 
an $18.4 billion rebuilding effort. USAID said it did not have the staff or organi-
zational capacity to manage more than a $5 billion program. USACE was just 
starting to establish its new office in Iraq—the Gulf Region Division (GRD)—to 
manage infrastructure projects, and it would not open until January 2004.2 

* SIGIR interview with Lieutenant General Peter Chiarelli, former Commander of MNC-I, February 
19, 2008.
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Ambassador Bremer had to move rapidly on his mammoth new reconstruc-
tion plan to demonstrate the U.S. commitment to restoring Iraq’s essential 
services and promoting the country’s economic development. The question 
was how to do so. With USACE and USAID out of the picture, Admiral Nash 
persuaded Bremer that, by consolidating management of the entire program 
under the PMO and staffing it largely with contractors, the CPA could launch 
the IRRF 2 program by the end of 2003. To meet this timeline, Nash proposed 
outsourcing most of the management to private contractors.

Steve Browning, who headed the CPA’s Office of Iraqi Infrastructure, warned 
Ambassador Bremer that it would be impossible to begin so large a program that 
quickly because contracting regulations demanded a rigorous bidding process. 
“You can’t get contracts in place by that time,” Browning told Bremer. But Nash 
had assured Bremer that, given the importance of the mission, the CPA could 
get special dispensation from the Defense Department to accelerate contracting 
processes.3 Although the Defense Department did expedite the process, it was 
not able to award contracts as quickly as Nash predicted.

Dov Zakheim, the Under Secretary of Defense (Comptroller) and chief fi-
nancial officer for the Department of Defense, initially opposed the creation of 
the PMO, which he saw as a form of “empire building.”4 He thought it a duplica-
tion of existing USAID and USACE expertise. But Nash met with Zakheim at 
the Pentagon in mid-September and “convinced him that no entity in Iraq or 
Washington was going to take on this work with existing resources and using 
current procedures.”5 

At the beginning of September 2003, the PMO had a staff of one—Admiral 
Nash—and no money. On September 9, Zakheim—despite his reservations 
about the office—allocated $10 million to it for “personnel, logistics and con-
tractor support for approximately six months.”6 A week later, the Department of 
the Army authorized USACE to spend another $9 million to support the PMO.7 
USACE then provided Nash with fifteen people from two private firms, Stanley 
Consultants and Michael Baker Corporation.8

Outsourcing Oversight
Nash created a four-tiered organization to oversee the Iraq reconstruction effort: 
the PMO, the PMO Support Office, six Sector Program Management Offices 
(SPMOs), and twelve design-build contractors.9 Although the organizational 
structure included government supervision of contractors (as required by the 
FAR), Nash’s plan ultimately outsourced to private contractors much of the 
program-management and oversight responsibilities, thus diluting the govern-
ment’s authority.
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Staffed by a small group of government employees at the top, the PMO nomi-
nally oversaw the entire operation. Immediately under it (on the organizational 
chart) was a private management company that worked with USACE in the PMO 
Support Office to supervise the six SPMOs, which were run by private contractors 
who supplemented a handful of government employees. Each of the six SPMOs 
supervised two design-build construction contractors that carried out projects 
in a specific reconstruction sector.10 

Major General Ronald Johnson, the USACE Director of Military Programs, 
was Nash’s deputy director, and he supervised the overall reconstruction 
operation. USACE engineers provided much of the quality assurance for 
IRRF 2 contract execution. In January 2004, Major General Johnson became 
Commanding General of USACE’s Gulf Region Division and continued to sup-
ply most of the manpower for reconstruction quality-assurance programs.11 

To staff the management offices, Nash proposed hiring 100 government 
personnel to perform the inherently governmental management and oversight 
functions required by government regulations.12 But the PMO was never able to 
hire more than half the government staff it needed. Thus, it relied heavily—per-
haps excessively—on the contractors in the SPMOs to oversee reconstruction. 
This unprecedented outsourcing of traditionally governmental responsibilities 
raised concerns on Capitol Hill.13

The six primary infrastructure sectors under the PMO’s aegis were: electricity; 
public works and water; security and justice; communications and transportation; 
oil; and buildings, education, and health. The SPMOs wrote construction require-
ments and worked with the design-build firms to develop projects. USACE oversaw 
construction after project designs were completed and work had commenced.14 
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 Source:  SIGIR, Iraq Reconstruction: Lessons in Contracting and Procurement, July 2006, 54.
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The twelve “design-build” construction contractors were awarded indefinite 
delivery, indefinite quantity (IDIQ) cost-plus contracts for design, engineering, 
and physical work in the sectors. To prevent conflicts of interest, contractors could 
not win management and design-build contracts in the same sector. The govern-
ment also reserved the right to restrict any company to a total of four contracts.15

Start-up Problems
At the end of October 2003, just before the Congress passed the IRRF 2 sup-
plemental, the PMO had insufficient funds and too few personnel to operate 
effectively. Although Pentagon Comptroller Zakheim had authorized $10 million 
for the PMO, it took two months for the money to wend its way through the bu-
reaucracy. The PMO did not receive this operating capital until mid-November 
2003. According to Zakheim, OMB acted slowly in allocating the money. “The 
problem was that the OMB insisted on approval,” Zakheim said, “and OMB 
became kind of a black hole, from which funds would emerge on what appeared 
to be a whimsical basis.”16 The OMB demanded detailed descriptions from the 
CPA on how it planned to spend IRRF 2 dollars before it would release them.17 
It released no IRRF 2 funds until after the CPA submitted its spend plan in early 
January 2004. 

When the Congress passed the IRRF 2 supplemental in early November 2003, 
the PMO consisted of Admiral Nash, two government employees detailed from 
USACE, and thirteen USACE contractors. Of the 100 government employees 
Nash requested, only 8 had arrived by January 2004.18 

Staff shortages were not the only problem; the skills the new PMO employ-
ees brought to the job were frequently not the right ones. A year after the PMO 
was created and just before the Program Contracting Office subsumed it in the 
summer of 2004, a frustrated Admiral Nash would have just half the number 
of people he needed—roughly one government employee for every $400 mil-
lion the PMO was overseeing, or about ten times more than the average State 
Department contracting officer managed.19 

The Contracting Plan
In early September 2003, Admiral Nash notified Tina Ballard, Deputy Assistant 
Secretary of the Army for Policy and Procurement, that the CPA would need a 
major acquisition plan to award the IRRF 2 contracts. Ballard quickly assem-
bled a joint Department of Defense team, which included contracting personnel 
from USACE and the Navy, to develop a Single Acquisition Management Plan 
(SAMP) for IRRF 2.20
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The SAMP established procedures for the award of twelve large IRRF 2 
design-build contracts and six reconstruction management contracts. It created 
selection boards and developed guidelines to prevent conflicts of interest. To 
maximize flexibility, the SAMP provided that all contracts would be IDIQ con-
tracts. These contracts allow for the provision of an indefinite quantity of supplies 
or services during a fixed period of time; they are used when the government 
cannot determine in advance the precise construction requirements.21 

The SAMP team issued requests for bids in mid-December 2003.22 Only com-
panies from the United States, Iraq, and force-contributing nations could bid.23 
All proposals—except for those in the oil sector, which USACE had solicited dur-
ing summer 2003—had to be submitted by February 5, 2004. The government 
received 53 bids on the contracts but made no awards until late March.24

Several factors caused the IRRF 2 contract-award process to be slower than 
Ambassador Bremer wanted. Because of concerns raised by the Congress about 
prewar sole-source contracting and IRRF 1’s many limited-competition awards, 
the SAMP source-selection boards scrupulously complied with the requirements 
of the Federal Acquisition Regulation. But complying with the FAR’s complex 
procedural requirements meant that more time was needed to review the bids.25 

The Program of Projects
The PMO built its project list based on the ten sectors defined by the IRRF 2 leg-
islation. Nash and his fifteen USACE contractors, in consultation with the CPA’s 
senior advisors, developed the first master project list. The senior advisors had al-
ready developed reconstruction proposals with their ministers, as part of the 2004 
budget process, and they incorporated many of these into the IRRF 2 project list. 
The PMO tracked the projects by using Project Identification Forms (PIFs), which 
described the justification, scope, and estimated cost of each proposed project and 
gave it a priority.26 The information from 5,000 PIFs was entered into a “monster 
Excel spreadsheet,” from which the PMO derived its final project list.27

The quality of the project list was uneven. Some ministries, such as Water 
Resources, had complete designs sitting on the shelf that had been “waiting for 
Saddam to go away so they could build these projects.”28 But others had nothing. 
Moreover, some ministries disagreed with the CPA’s decisions. For example, the 
Ministry of Health favored building large hospitals, but the CPA wanted to focus 
on small primary-care clinics. Although Iraqis were accustomed to providing 
and receiving medical services through a hospital system, the senior advisor to 
the Ministry of Health believed that a network of clinics focusing on preventive 
and primary health care would most effectively and efficiently help Iraq meet 
nationwide health care needs.29
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To estimate the costs for each project, the PMO took the base cost of each 
project and added fixed charges for security, transportation, procurement, pro-
gram management, and award fees. The PMO estimated that security costs would 
add seven percent, a figure provided by Bechtel. Bechtel developed this figure, as-
suming that the environment would be, in military parlance, “semi-permissive.”30 
But by late 2003, Iraq’s security environment had drastically deteriorated.31 

On December 1, the PMO presented a list of 1,706 prioritized projects to 
Ambassador Bremer and representatives of USAID, the military, and CPA’s 
senior advisors. This was the first time that most of the participants, including 
USAID, had seen a comprehensive project list.32 The group had nine days to 
review the plan and comment on it before Bremer sent it to Washington. “It 
was like a grocery list,” said Nash, “You could go down so far, draw a line, and 
that’s how much money you had, and then we took the rest of the projects 
and we said, ‘We’ll give those to the Iraqis.’” Projects that fell below the fund-
ing cut-off for each sector were assigned to Iraq’s Ministry of Development, 
Planning, and Cooperation.33 The ministry was expected to find other donors 
to fund them.34

In mid-December 2003, after receiving the CPA’s program of projects, 
the OMB convened an interagency meeting to discuss it, inviting USAID 
Administrator Andrew Natsios to attend. Other participants included National 
Security Advisor Condoleezza Rice; her deputy, Stephen Hadley; Robin 
Cleveland, associate director of the OMB; the Pentagon Comptroller, Dov 
Zakheim; and Deputy Secretary of Defense Wolfowitz. According to Natsios, 
Cleveland—who had been skeptical about the CPA’s planned use of the IRRF 2 
allocations—wanted him in the room because she knew he would make a strong 
argument against certain aspects of the proposed plan.35

Cleveland was right. Natsios told the group: “If this thing gets approved, 
you’ll have no money for elections, no money for rebuilding local governance, 
no money for building the university system, no money for the health system.” 
Calling the plan “a recipe for disaster,” he recommended reserving some of the 
money for non-construction projects and contingencies.36 Natsios strenuously 
objected to the CPA’s big infrastructure approach, arguing that it flouted the les-
sons learned from decades of international development experience. Wolfowitz 
and Hadley responded to Natsios’s concerns by directing that $4 billion in IRRF 
2 funds be held in reserve, preventing the PMO from immediately allocating or 
obligating that money.37 

Two weeks later, Natsios received an angry call from Ambassador Bremer, 
accusing him of destroying the IRRF 2 plan. Natsios countered that CPA had put 
together an unrealistic and excessively optimistic construction timeline. Bremer 
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believed that, under his original plan, the CPA could have begun construction 
by March. But Natsios, who had managed Boston’s “Big Dig,” one of the largest 
and most problem-ridden construction projects in American history, viewed the 
CPA’s timetable as “utterly ridiculous.”38

On January 5, 2004, the OMB delivered the CPA’s project plan in the first 
Section 2207 Report, to the Congress. The submission included the first of what 
would become many requests for re-allocations of IRRF 2 funds. In this initial re-
alignment, the OMB shifted funds within the security sector to allocate additional 
funds for democracy-building efforts, a step driven in part by the November 15, 
2003 decision to transfer sovereignty to Iraq by June 30, 2004.39 Other readjust-
ments included taking $150 million from the budget for the New Iraqi Army to 
augment the border enforcement program and moving $25 million from the wit-
ness protection program to support democracy projects.40 The OMB observed that 
maintaining “flexibility in the allocation of resources among projects and for new 
projects” was critical, given the evolving security and political situations in Iraq.41 

Managing Project Information
The Congress authorized $50 million as part of the IRRF 2 supplemental to 
help the CPA meet its reporting and monitoring obligations. The OMB ap-
portioned the money to the Department of Defense for the CPA’s operating 
expenses, but the PMO did not get any of this money until May 2004, a month 
before the CPA expired.42 

The PMO’s leadership decided against adopting any existing project in-
formation management systems, because none offered “the full complement 
of integrated capabilities” they believed they needed.43 The PMO developed a 
hybrid system, combining an asset-management program with off-the-shelf soft-
ware, but the hybrid system did not work well.44 The PMO needed an integrated 
program management system from the start in order to stay on top of the pro-
gram, track contracts, prevent overspending, and measure progress. But it would 
be many months before it had a usable system. 

“You lose track of a program, a big program like this with 3,000 projects, you 
never get it back,” observed Nash.45 The delay in creating an integrated informa-
tion system that could track projects had long-term consequences, hampering 
program and project management for years to come.

The “Bridging” Contracts
When it became clear in late 2003 that the Defense Department would take lon-
ger than hoped to award the IRRF 2 design-build contracts, USAID and PMO 
took innovative steps to implement projects by other contractual means. 
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The Bechtel Contract
In October 2003, USAID solicited proposals for Phase II of its infrastructure 
program to bridge the period between the end of IRRF 1-funded operations and 
the time that IRRF 2 design–build contractors could mobilize to Iraq. USAID 
had awarded its original contract to Bechtel without full and open competition. 
This time three firms, including Bechtel, submitted bids. 

On January 4, 2004, USAID awarded Bechtel another large Iraq reconstruc-
tion contract, this one for $1.82 billion. Upon award, Bechtel quickly bolstered 
its Iraq staff, anticipating an array of new projects from the PMO. But the PMO 
made little use of this contract, issuing just four task orders to Bechtel—for a total 
of $180 million of work—between January and March 2004.46 

The reason for PMO’s minimal use of the Bechtel bridge contract may have 
stemmed from the increasingly fractious relationship between USAID and the 
CPA. USAID officials believed that, after Natsios’s successful fight to put a hold 
on $4 billion in IRRF 2 money, Admiral Nash reacted by limiting the number of 
task orders issued to Bechtel.47 Nash denies this was the case.48 He said his prob-
lems with USAID boiled down to a simple power struggle. Describing it as a great 
“harangue,” Nash said the “argument was over who is in charge” and “how things 
will be run.” He insisted that the CPA needed one central organization, in this 
case the PMO, to manage the program, but that USAID “did not understand—or 
agree with—this concept.”49 

The simmering enmity between the CPA and USAID weakened reconstruc-
tion progress at this critical juncture. With no new work forthcoming during the 
winter of 2004, USAID’s Mission Director James “Spike” Stephenson confronted 
Nash in March about the lack of task orders and “reminded him of the Bechtel con-
tract’s purpose.” Nash demurred, saying that he wanted all the work to move ahead 
in unison. Stephenson took his complaints to Bremer but nothing changed.50 

At the end of March 2004, Stephenson met with Tom Gibb, Nash’s deputy 
for programs, and they worked out a truce that resulted in a trickle of task orders. 
The Bechtel contract, however, would not be fully utilized until after the CPA 
dissolved in June 2004. During this period of relative inactivity, USAID still had 
to pay Bechtel’s entire overhead costs, ultimately reducing the amount available 
for reconstruction projects.51

The Air Force Center for Environmental Excellence
The CPA’s reconstruction priorities in December 2003 included renovating Iraqi 
military facilities for the New Iraqi Army by June 2004. Realizing that the design-
build contracts would be awarded later than hoped, Nash looked for existing 
contracts that he could use for construction projects. 
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The Air Force Center for Environmental Excellence (AFCEE) in San Antonio, 
Texas, had an existing IDIQ contract—called the Worldwide Environmental 
Restoration and Construction Contract—for a wide range of construction ser-
vices at U.S. military bases around the world. In January 2004, the U.S. Air Force 
Chief of Staff approved the CPA’s request to use the AFCEE contract to accom-
plish construction projects in Iraq.52 

The IRRF 2 supplemental had allotted $745 million for the construction of 
New Iraqi Army facilities. By the end of May 2004, the PCO had awarded AFCEE 
fifteen task orders valued at $481.2 million. Three of these, totaling $42.3 million, 
went to non-military projects, such as the reconstruction of schools, government 
buildings, and pumping stations. These appeared to be beyond the scope of the 
CPA’s original request. A CPA Inspector General (CPA-IG) audit of the con-
tracts subsequently found that “AFCEE’s role in awarding task orders on behalf 
of the CPA was not clearly defined, and the continued use of AFCEE’s contract 
vehicle provided less than necessary transparency to the public.”53 

IRRF 2 Contract Awards 
In March 2004, the Defense Department announced the award of the major IRRF 
2 design-build construction and program management contracts for Iraq’s recon-
struction. Over $5 billion in new contracts had been approved in less than 90 days. A 
typical contracting process involving awards of this size could take over a year.54

AECOM Technology Corporation won the umbrella services management 
contract, valued at $50 million, to support PMO’s program management. The 
following two tables show the program management contracts and design-build 
construction contracts that were awarded:

IRRF 2 PMO Program Management Contracts

Sector Contractor(s)
Maximum Value 
($ Millions)

Electricity Iraq Power Alliance Joint Venture (Parsons Energy and 
Chemical Group, Parsons Brinckerhoff – USA/UK) $55

Water and 
Public Works CH2M Hill and Parsons Water Infrastructure (USA) $55

Communications 
and Transportation

Berger/URS Joint Venture (Louis Berger 
Group & URS Group – USA) $15

Building, Education 
and Health

Berger/URS Joint Venture (Louis Berger 
Group & URS Group – USA) $15

Security and Justice Berger/URS Joint Venture (Louis Berger 
Group & URS Group – USA) $30

Oil Foster Wheeler (UK) $30

Source: SIGIR, “Iraq Reconstruction: Lessons Learned in Contracting and Procurement,” July 2006, 59-60.
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IRRF 2 Design-Build Construction Contracts

Sector Contractor(s)
Maximum Value 
($ millions)

Electricity, 
Generation Fluor-Amec Joint Venture (USA/UK) $500

Electricity, 
Transmission and 
Distribution (North)

Washington Group International (USA) $500

Electricity, 
Transmission and 
Distribution (South)

Perini Corp. (USA) $500

Public Works (North) Fluor-Amec Joint Venture (USA/UK) $600

Public Works (South) Fluor-Amec Joint Venture (USA/UK) $500

Water Resources Washington Group International & Black and Veatch (USA) $600

Communications Lucent Technologies (USA) $75

Transportation Contrack/AICI/OIC/Archirodon Joint Venture 
(USA/Egypt/Netherlands/Panama/UAE) $325

Building, Education, 
and Health Parsons Delaware (USA) $500

Security and Justice Parsons Delaware (USA) $900

Source: SIGIR, “Iraq Reconstruction: Lessons Learned in Contracting and Procurement,” July 2006, 59-60.

USACE already had awarded two design-build contracts for the oil sector 
in January. The one for northern Iraq went to Parsons Iraq Joint Venture ($800 
million); the one for the oil-rich southern region went to Kellogg, Brown and 
Root ($1.2 billion).55

Nash demanded that the IRRF 2 contractors move quickly, giving them 
30 days to deploy to Iraq and directing that each be prepared to execute $500 
million dollars in work. This proved an expensive demand. The contractors did 
quickly mobilize significant numbers of personnel and equipment, putting large 
construction forces on the ground in very short order. But most contractors 
did not receive task orders for reconstruction work until months later because 
of the PMO’s slow management practices, the worsening security situation, 
and the widespread uncertainties that accompanied the CPA’s administrative 
transition, as well as the program review by Ambassador John Negroponte after 
he took over from Bremer. 

By the time the CPA closed its doors at the end of June 2004, the PMO had 
spent only $366 million of the $18.4 billion IRRF 2 appropriation.56 Bremer was 
never able to realize his grand reconstruction vision.
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Restoring Iraq’s Capacity to Govern

The CPA came and they were obsessed [with] decentralized 
government…I kept telling them, before you devolve power, you 
have to have power to devolve. We don’t have power to devolve.* 

Samir Sumaida’ie 
Iraqi Governing Council Member (2003-2004) 

The CPA, the military, and USAID adopted different approaches to restoring 
Iraq’s national, regional, and local governments. The CPA initially concentrated 
on finding suitable candidates for the new Iraqi Governing Council and on re-
starting the national ministries. Ambassador Bremer issued a series of orders to 
improve governance by reforming Saddam-era institutions and creating new or-
ganizations to combat corruption. At the same time, the U.S. military and USAID 
launched an array of projects to establish regional and local councils across Iraq 
and to encourage community participation in governance.

Local Governance Needs
In Saddam Hussein’s Iraq, Baghdad firmly controlled all aspects of governance. 
The Ba’ath Party appointed provincial governors—known as “mini-Saddams”—
and Saddam’s directors general extended ministry control into the provinces, 
exerting authority over local budgets, administering essential services, and 
managing state-owned enterprises. The provincial councils possessed nomi-
nal power, while local councils protected Saddam’s interests at the district and 
neighborhood level.1 

The 2003 invasion shattered this repressive system, with most senior Ba’ath 
Party officials fleeing as local bureaucracies dissolved.2 Remnants of provincial 
councils and a handful of directors general continued minimal operations, but 
virtually all connections between Baghdad and local governments collapsed.3 
Ambassador Bremer arrived in Iraq to find governance in disarray. Several ini-
tiatives—some led by the U.S. military, some by USAID—were underway, all 
seeking to fill the post-Saddam governance vacuum. 

* SIGIR interview with Samir Sumaida'ie, Iraqi Ambassador to the United States and former Iraqi 
Governing Council Member, March 11, 2008.
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The Military Builds Local Governments 
Coalition military commanders entered Iraq with, among other duties, a general 
mission to establish regional and local councils with whom they could work to 
develop governance in their areas of operation. They did not, however, have any 
specific guidance on how to establish new councils. Consequently, each com-
mander devised a political process as he saw fit.

In early May 2003, Major General David Petraeus—then commanding 
the 101st Airborne Division in northern Iraq—assembled a new city council in 
Mosul, the capital of Ninewa province, establishing qualifications for council 
members and deciding how the local populace would select them. Over a 10-
day period, Petraeus and his team organized a city-wide convention where some 
270 delegates, representing all of Mosul’s religious and ethnic groups, elected a 
new 24-member city council and a mayor.4 “We had to hammer all this out, and 
obviously all of it was very torturous and bloody battles, and nobody thought 
they had enough representation,” said Petraeus. “I think it was the ten toughest 
days of my life because everybody wanted something more than what they had. 
Everybody had a grievance.”5 

Lieutenant General James Conway, Commander of the 1st Marine 
Expeditionary Force, which controlled Najaf in central Iraq, took a different ap-
proach. He scheduled province-wide elections so that Iraqis could directly choose 
a new provincial council. Conway, who would later become the Commandant 
of the Marine Corps, set the elections for July 4, 2003. By mid-June, the Marines 
had registered political parties and were printing ballots. When Scott Carpenter, 
CPA’s Director of Governance, found out about Conway’s plan, he told him that 
Iraq had neither a constitution nor an electoral law upon which to base such an 
election.6 Ambassador Bremer also said he was concerned that Shi’a Islamist 
parties “would clamor for them across the south since they were most likely to 
win in those early days.”7 At the last moment, the CPA persuaded Conway to 
cancel the elections.8 

As the U.S. military established provincial and local Iraqi councils, they ex-
pected civilian agencies to rush in with resources to support the new councils. 
USAID had awarded three contracts to support local governance, to develop 
community-based organizations, and to provide local grants for reconstruction 
projects. The largest governance contract—valued at $168 million—went to the 
Research Triangle Institute (RTI) for the creation of transparent and account-
able local and provincial governments, the provision of training to strengthen 
civil society, and the restoration of basic services.9
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USAID’s Local Governance Program
On April 22, 2003—eleven days after receiving its contract—RTI sent an advance 
team to Kuwait, expecting to have about a month to organize before entering Iraq. 
But USAID ordered RTI to move out immediately.10 The first group of RTI con-
tractors promptly crossed the border and headed for Basrah, while the second 
set out for Baghdad to help create the capital’s new city council.11 

Within days of getting the “go order,” the first RTI team—driving Chevy 
Suburbans loaded with tents, fuel, food, satellite phones, and office supplies—
pulled into Basrah, the largest city in southern Iraq. What they found was a disaster: 
public offices stripped of all furnishings, widespread looting, and no basic services.12 
The British forces controlling the city asked RTI to engage with the city’s provincial 
council, and so Aaron Williams, RTI’s team leader, consulted with the local Shi’a 
leaders on the councils “to determine what their priorities and needs were.”13 

The team sought out Iraqi technocrats to identify projects the city urgently 
needed for essential services.14 By mid-May RTI had hired about two dozen Iraqis 
and was working with the local council to implement emergency water and elec-
tricity projects. The Basra office was the first of what would become 22 offices that 
RTI opened across Iraq during the spring and summer of 2003.15 

Money for the provinces usually came from the Central Bank in Baghdad, 
but with the collapse of governing institutions, not a single dinar from the bank 
could make its way to the provinces. In the absence of funding from the capital, 
the U.S. military supported local councils by providing money through the fledg-
ling CERP program. USAID also provided grants to assist councils with small 
infrastructure projects.16 

Clarifying roles, responsibilities, and working relationships among the mili-
tary, the CPA, and USAID and its contractors proved a major challenge. The 
military perceived USAID and its contractors as “relief in place” and “expected 
to rapidly hand over [to them] public services restoration, infrastructure recon-
struction planning and coordination, and managing relationships with newly 
formed local councils throughout Iraq.” But neither USAID nor its contractors 
had sufficient resources to sustain this mission.17 

The Community Action Program
In April 2003, USAID began a Community Action Program (CAP) in Iraq, 
awarding contracts worth$120 million to five contractors.18 Unlike other USAID-
funded activities in Iraq, the CAP required local groups to contribute to projects. 
Implementation depended upon local facilitators and contractors, and “commu-
nity action groups” composed of Iraqis elected by their neighbors. 
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The CAP used small amounts of reconstruction funding as a catalyst for local 
capacity-building initiatives. During the CPA’s tenure, CAP contractors started 
more than 1,700 projects, costing about $61.7 million, ranging from sewage-sys-
tem repair to rehabilitating schools and health clinics. A USAID Inspector General 
audit found that CAP generally achieved its intended goals, including citizen par-
ticipation, local government cooperation, and local employment generation.19 

The National Ministries
To help restart the looted and broken national ministries, USAID contrac-
tor Development Alternatives Incorporated (DAI) created a package called 
“Ministry in a Box.” Each kit cost $122,000 and provided furniture and supplies 
for 100 civil servants. USAID employed dozens of small Iraqi companies across 
Baghdad to manufacture and assemble all the elements that went into each pack-
age. The ministries soon demanded more of them, and DAI had delivered 132 
“Ministries in a Box” by the fall of 2003.20

The CPA depended chiefly on its senior advisors for hands-on capacity de-
velopment. Among other things, the senior advisors assisted new Iraqi ministers 
in implementing the de-Ba’athification order, appointing and developing new 
ministry leadership, devising new budgets, identifying reconstruction projects, 
and securing sufficient CPA funding for ministry operations. But these efforts fell 
far short of meeting ministry capacity-development needs.

The CPA used the DFI to fund ministry budgets, which included paying for 
salaries, operating expenses, and capital projects. By April 2004, the CPA had 
authorized the expenditure of about $20 billion in DFI funds for Iraq’s national 
budget. When the CPA transferred sovereignty to Iraq at the end of June 2004, the 
ministries had received $8.8 billion dollars to pay for administrative operations. 
But this money was poorly controlled, as a SIGIR audit would later find.21 

The Iraqi Governing Council
Soon after his arrival in Baghdad, Ambassador Bremer directed his governance 
team to create a new Iraqi Governing Council as the first step in a process to 
transfer political power back to Iraqi control. The IGC would be the initial post-
invasion Iraqi authority, although it would serve only in an advisory capacity. The 
IGC’s creation also would satisfy UNSCR 1483’s requirement that CPA form 
an Iraqi transitional administration (to work in partnership with the CPA) until 
the Iraqi people elected a new government.22 

To find candidates for the IGC, the CPA’s governance team canvassed 
the country, meeting with economic, religious, and tribal leaders.23 Under the 
CPA’s plan, the IGC would appoint a committee to draft a new constitution 
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for Iraq. This would pave the way for national elections and a democratically 
elected government. 

At the end of June 2003, while the CPA was still evaluating potential IGC 
members, Iraq’s most respected Shi’a religious leader—the Grand Ayatollah Ali 
Husaini al-Sistani—issued a fatwa declaring that a council chosen by occupying 
authorities could not be charged with drafting the constitution. Grand Ayatollah 
Sistani said there was no guarantee that such a committee would write a constitu-
tion reflecting the true interests of the Iraqi people and expressing the nation’s 
Islamic identity. Sistani demanded immediate elections for a new national assem-
bly to draft a new constitution and present it to the people for a vote.24 Bremer 
rejected Sistani’s demand, pressing forward with his plans to form the IGC and 
have that body name a constitutional drafting committee. 

The CPA named 25 Iraqi leaders of different religious and ethnic backgrounds 
to the IGC in mid-July. By early September 2003, the IGC had appointed new 
ministers to run the country’s 25 ministries. The ministers reflected the religious 
and ethnic balance of the council. Although the diversity was commendable for 
its pluralist aims, it was also controversial because it laid the foundations for 
sectarian strongholds that would later develop in some ministries.25 With the 
appointment of new ministers, the role of the CPA’s senior advisors changed. 
They had been serving as the de facto ministers of Iraq, but they now took on 
an advisory capacity, serving the new Iraqi ministers. The senior advisors still 
greatly influenced ministry policy, but this shift signaled that the slow process of 
transferring governance authority back to Iraqi control had begun. 

On September 8, 2003, Ambassador Bremer published a transitional road-
map for Iraq in a Washington Post opinion piece.26 The article—a framework 
for an extended occupation by the CPA—set off alarm bells in Washington. 
Secretary Rumsfeld said it was the first time he realized that “Bremer was not 
ready to hand over responsibilities for governance of Iraq to Iraqi leadership” as 
quickly as originally envisioned and was instead “taking a route somewhat dif-
ferent than what we had believed would be the approach.”27 Bremer said that the 
op-ed contained nothing new, and that the Pentagon had approved the transition 
plan. He added that he spoke regularly with Rumsfeld and had sent the opinion 
piece to the Pentagon three days before it was published.28

Washington reacted quickly to the perception that the CPA was planning a 
long occupation. The White House formed an Iraq Stabilization Group under 
National Security Advisor Rice’s aegis, and a push began to return full sovereignty 
to Iraqis more quickly than Bremer perhaps had anticipated.29 Secretary Rumsfeld 
also convened strategic review meetings with Ambassador Bremer and General 
Abizaid to discuss the ramifications of Bremer’s proposed transition plan.
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Accelerating Sovereignty’s Return
In late September 2003, Iraqi leaders, representatives of the international commu-
nity, and senior officials in Washington began to pressure the CPA to announce a 
new timeline for returning sovereignty to Iraqis. Pentagon officials, in particular, 
pushed for a shortened timeline. Rumsfeld expressed “enthusiasm for the concept 
of granting sovereignty as soon as possible to the Council or some other group of 
Iraqis.” Bremer replied that Iraqis should quickly be given more responsibility, but 
urged that it be done “in a manner that [has] a fair chance of success.”30

On October 6, Bremer learned that President Bush had put National Security 
Advisor Condoleezza Rice in charge of the newly created White House Iraq 
Stabilization Group to coordinate Iraq policy and speed up reconstruction ef-
forts.31 Secretary Rice said the new organization was to support the Pentagon, 
not supplant it, but the move reflected growing tensions among agencies in 
Washington, between agencies and the White House, and between Washington 
and Baghdad.32 Rice asked Ambassador Robert Blackwill, who had become dep-
uty national security adviser for strategic policy in August 2003, to manage the 
new group. According to Blackwill, there was an “estrangement, [a] very serious 
estrangement, between the Pentagon and the State Department. The interagency 
process was essentially not working.”33

Deputy Secretary of State Richard Armitage recalled an exchange illustrating 
the estrangement of which Blackwill spoke:

One day, in the fall of 2003…we were coming out of the 
[White House situation] room and Dr. Rice turned to 
Rumsfeld and I was between the two of them—but she kind 
of leaned over…and said, ‘Don, would you call Jerry [Bremer] 
and have him do X, Y, or Z?’ And [Rumsfeld] said, ‘No, he 
doesn’t work for me.’ [Rice] said, ‘Yes, he does. Who does 
he work for?’ And [Rumsfeld] said, ‘He works for the NSC.’ 
And this is because Rumsfeld found out that Jerry was at least 
communicating with—if not taking instructions from—the 
National Security Advisor.34

Blackwill travelled to Iraq in September 2003 and quickly concluded that the 
United States would not be able to sustain its position there on Bremer’s timetable 
because “the occupation would become more and more intolerable to the Iraqis.”35 
In close collaboration with Dr. Rice and senior officials at the Defense and State 
Departments, Blackwill helped implement a major course correction for the oc-
cupation. This change was driven in part by the fact that some at the Pentagon and 
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at the NSC believed that Bremer had been making momentous decisions about the 
future of Iraq that had not been “debated seriously at the principals level.”36

On October 16, 2003, the international community joined in by formally 
pushing for a speedier return to full Iraqi sovereignty. UN Security Council 
Resolution 1511 stated that “the day when Iraqis govern themselves must come 
quickly,” and asked the Iraqi Governing Council, in conjunction with the CPA, to 
provide the Security Council with “a timetable and a program for the drafting of a 
new constitution for Iraq and for the holding of democratic elections under that 
constitution.” It further called on the CPA to “return governing responsibilities 
and authorities to the people of Iraq as soon as practicable.”37 

One month later, on November 15, 2003—barely a week after the U.S. 
Congress passed the $18.4 billion IRRF 2 reconstruction package—the CPA 
announced an agreement to pass sovereignty to an interim Iraqi government by 
the end of June 2004, just seven months later.38 

The agreement required a series of predicate events. By the end of February 
2004, the IGC had to approve the Transitional Administrative Law (TAL), 
which would define the laws for the interim government. Three months later, 
local caucuses in each of Iraq’s eighteen provinces would elect delegates to an 
Iraqi Transitional National Assembly, which would then elect leaders of the new 
government. On June 30, 2004, the CPA and the IGC would dissolve, and the 
Iraqi Interim Government would take power. Provincial elections would occur 
on January 30, 2005, the constitution would be written and approved by referen-
dum on October 15, 2005, and national elections would be held on December 
31, 2005. The agreement further stipulated that “Coalition forces will continue 
to work side-by-side with new Iraqi police and security institutions to ensure a 
peaceful transition to a sovereign, democratic and secure Iraq.”39 

This was an extraordinary timetable: provincial and national elections—and 
a constitutional referendum—all to be held in a violence-stricken Iraq within 
thirteen months. 

Supporting Provincial and Local Governments
The CPA divided Iraq into four administrative regions—north, central, south 
central, and south. It also appointed coordinators and established offices in each 
provincial capital.40 Because of its gradual expansion into the provinces, most of 
the CPA’s coordinators arrived after the military and USAID contractors had 
established relationships with their Iraqi counterparts.41 The ensuing confusion 
over roles and responsibilities made for a mix of government employees, contrac-
tors, and troops whose plans and programs often worked at cross-purposes. 
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Mark Etherington, the CPA’s coordinator in Wasit province, said he had 
assumed that USAID would help form councils and establish their rules of pro-
cedure. Instead, the USAID team in his area “consisted of specialists in subjects 
such as women’s rights, agriculture, and water supply” who “knew nothing about 
Councils or any of the fields that were pressing priorities for us at the time.” 
Etherington noted that USAID’s private contractors made his job more difficult. 
As he put it, “one was left with a raft of largely unaccountable companies with their 
own sets of rules and security procedures, arriving at intervals, whose roles had 
never been properly defined or harmonized with CPA’s political objectives.”42 

A SIGIR audit of USAID’s local governance program noted a lack of clear 
policy guidance, and criticized both USAID and its contractor for failing to define 
the program’s goals. USAID’s contractor was supposed to submit quarterly work 
plans, but failed to do so, producing instead an implementation plan in August 
2003 that simply listed the core activities planned for the year.43

In December 2003, Ambassador Bremer convened a “Commanders and 
Leaders” conference in Baghdad to address the implications of the November 
15 sovereignty transfer agreement. At the conference, Bremer announced that 
the CPA would triple spending over the next three months to create jobs and 
foster stability, which would help facilitate the transfer of power.44 

The CPA created two new DFI-funded programs—the Rapid Regional 
Response Program (known as R3P) and the Accelerated Iraqi Reconstruction 
Program (AIRP)—to funnel money into provincial reconstruction projects. The 
CPA’s provincial offices received $120 million in R3P funds to support projects to 
improve essential services, create jobs, and stimulate the economy.45 In addition, 
the CPA approved $277 million for the AIRP to fund high-impact, high-visibility 
projects in ten strategic cities: Baghdad, Ba’quba, Falluja, Mosul, Ramadi, Samarra, 
Tikrit, Najaf, Diwaniya, and Kerbala.46 AIRP projects aimed to improve access to 
potable water, sanitation, health, education, and transportation. 47

In April 2004, after ten months of governing Iraq, Ambassador Bremer 
promulgated CPA Order Number 71, strengthening the powers of local and 
provincial governments. The order specifically spelled out the powers of local 
officials, from mayors to police chiefs, and provided that the provincial councils 
were to be “funded from national budget allocations that are separate from the 
budgets of the ministries and other national institutions,” and were to “perform 
their responsibilities independently from the control or supervision of any min-
istry.” The provincial councils could even “approve or veto” the appointment of 
directors general and “local ministerial officials for positions designated as ‘senior 
positions,’” a dramatic departure from Saddam-era practices.48
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The order’s radical decentralization of power was not well received by many 
Iraqi political parties, who differed about how much control should remain in 
Baghdad. Thus, the CPA—which had two months left in power—made little 
attempt to implement the order. 

The Iraqi budgets for 2004 did not allocate any money directly to local and 
provincial governments.49 Consequently, with no budget and no real authority 
over any other financial resources, the provincial councils were unable to do 
much for their constituent populations. By the time the CPA dissolved in June 
2004, the Iraqi public had little faith in the appointed provincial councils, seeing 
them as creations of the occupation authorities.50 

As the Coalition struggled to assemble local, provincial, and national govern-
ments, it also tried, with too few resources, to rebuild Iraq’s police and army. 
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Reconstructing Iraqi Security Forces

[The U.S.] Army was absolutely focused in May [2003] 
on wrapping up the fight…They had just finished combat 
operations, and then we went through this terrific problem of 
social mayhem, looting, the lawlessness that occurred, so the 
Army was absolutely focused on its mission of bringing order to 
the country…There was zero thought on what the Army could 
do to develop security forces—zero.*

Major General Paul Eaton 
Commander of CMATT and OSC (2003-2004)

The CPA planned to create a new security force—the New Iraqi Army—
accountable to Iraq’s civil authorities and capable of maintaining national 
security. But the CPA’s efforts in this regard foundered because of poor plan-
ning, insufficient resources, and the failure to effectively counter the growing 
insurgency. However, mounting violence and the November 15, 2003 decision 
to return sovereignty to the Iraqis forced acceleration of plans to rebuild and 
deploy Iraq’s security forces.

Although a spirit of liberation briefly prevailed in Baghdad after it fell, post-
invasion Iraq quickly descended into a maelstrom of looting and violence as Iraqi 
military and police personnel fell from view and the paramilitary and intelligence 
services dissolved.1 CPA Order Number 2 exacerbated matters by essentially “fir-
ing” the entire Iraqi military, with—at least initially—no compensation. Amid 
the ensuing chaos, the CPA sought to rebuild Iraq’s security forces, aiming to 
inculcate Western concepts of accountability and rule of law. Critical resource 
shortages, a dearth of qualified trainers, and the violent environment finally forced 
major U.S. policy changes on the security front as the CPA era ended.

The Iraqi Police Service
Contingency operations—particularly in post-conflict situations—usually occur 
in environments characterized by broad insecurity and unpredictable violence, 
with indigenous security forces too weak or too corrupt to maintain order.2 A 
prewar assessment by the U.S. Department of Justice’s International Criminal 
Investigative Training Assistance Program (ICITAP) recommended that 5,000 

* ORHA/CPA Historian interview with Major General Paul Eaton, former Commander of CMATT and 
OSC, December 27, 2004.
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international police advisors be deployed to Iraq to reform the country’s police 
system.3 But NSC planners believed that postwar security in Iraq would not be 
a significant problem and that the Iraqis would be able to maintain public order, 
concluding that ICITAP’s proposal for police training was unnecessary. 

“With the police, we recommended that we leave the administration of justice 
and law and order in Iraq in Iraqi hands, because we didn’t understand the culture, 
we didn’t understand the language, we didn’t have a corps of people we could rush 
there,” recalled Frank Miller, who headed the NSC’s Iraq group. “We didn’t want 
Americans enforcing the Iraqi law. We did not envision occupation.”4

Unlike the Ministry of Defense, Iraq’s Ministry of Interior with its large Iraqi 
police force was not dissolved by CPA Order Number 2. The MoI was expected 
to take on the civil security mission, as part of a quick handover of internal se-
curity responsibilities to Iraqi police.5 “We had bad intelligence,” Miller later 
conceded. “We believed that the Iraqi police were a corrupt, but generally ef-
ficient police force. It turns out they were both corrupt and not a particularly 
efficient police force.”6

Soon after the invasion, an assessment team comprising personnel from 
ICITAP and the State Department’s Bureau of International Narcotics and Law 
Enforcement Affairs (INL) travelled to Iraq to assess the Iraqi Police Service 
(IPS), judiciary, and prison system. By the time this team of 25 experts arrived 
in May 2003, looters had destroyed most of the Ministry of Interior, as well as 
many police stations across the country, leaving the police force infrastructure 
in tatters. Gerald Burke, a member of the six-person team assigned to assess the 
police, said their conclusions could be summed up in one sentence: “The police 
need everything.”7 

The assessment team submitted its report to the CPA at the end of May 2003. 
Its conclusions were troubling: the Iraqi police were incapable of restoring public 
order and, unless quickly reformed, they could “not constitute a suitable, viable, 
and sustainable police service that can engender public trust and confidence.”8 
The assessment recommended the immediate deployment of 2,500 international 
police officers to restore order and the recruitment of 360 professional police 
trainers and 6,600 international police advisors to reform the Iraqi police.9 But 
the NSC again rejected these recommendations, viewing them as too ambitious 
and too expensive. Ultimately, Ambassador Bremer requested IRRF 2 funding 
for 1,500 police advisors—of whom 1,000 would be American.10 
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Training Iraq’s Police
Bernard Kerik became the first senior advisor to the Ministry of Interior in May 
2003. The controversial former New York City police commissioner faced dual 
challenges: quickly reconstituting Iraq’s police forces so they could restore public 
order and reforming an institutional culture in which respect for human rights 
and community policing was unknown. 

The rapidly worsening security environment increased the tension between 
the need to provide short-term security and the goal of long-term institutional 
reform. Moreover, criminal looting had gutted law enforcement’s public in-
frastructure. To address these myriad problems, Kerik put six members of the 
ICITAP/INL assessment team in charge of rebuilding police stations and training 
academies, retraining the police forces, and improving ministerial capacity.11

Although Kerik, according to his own estimates, reopened 35 police stations 
in Baghdad and recalled 40,000 police officers in three months, some contend he 
spent too much time conducting tactical operations—leading teams of recalled 
Iraqi police on nighttime raids in Baghdad—and not enough time on developing 
a workable strategy to train, equip, and employ Iraqi police across the coun-
try.12 Lieutenant General Sanchez considered Kerik’s efforts “a waste of time 
and effort.” He thought they were too Baghdad-centric and neglected critical 
equipment needs.13

Lieutenant General Scott Wallace, Commander of the Army’s V Corps, tasked 
the 18th Military Police Brigade with organizing and mentoring the residual po-
lice force. Joint U.S.-Iraqi patrols were policing the streets of Baghdad by May 
9, 2003.14 But when Ambassador Bremer arrived on May 12, only 4,000 poorly 
trained, pistol-wielding police were on duty in Baghdad, a city of more than 7 
million people.15 Determined to bolster these numbers, Bremer issued a directive 
in June 2003 that police who failed to return to work by July 3 would be fired; 
about 38,000 former police returned by the deadline. Their ranks were further 
strengthened by an additional 30,000 new officers recruited across the country by 
Lieutenant General Sanchez’s Combined Joint Task Force 7 (CJTF-7) staff.16 

Finding a facility large enough to train tens of thousands of Iraqi police was an 
important priority. According to John Meiklejohn—the CPA advisor in charge 
of police academies and curriculum—the Ministry of Interior’s infrastructure 
had been “totally ransacked.” USACE began reconstructing police academies 
by the end of May, and instruction started as classrooms were finished. With the 
help of U.S. Military Police instructors, the first four classes of 25 to 30 students 
began on June 28, 2003.17 

The CPA needed to expand Iraq’s police training capacity quickly. Security con-
ditions were deteriorating rapidly, so the CPA looked abroad, first contemplating 
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using an air base in Hungary. Meiklejohn scrapped the idea in late September 2003, 
when the Jordanians agreed to train 1,500 Iraqi police per month.18 He flew to 
Amman in October to manage the rapid construction of and logistics for the new 
International Police Training Center in Muwwaqqar, Jordan.19 In late November 
2003, the first class of 456 Iraqi cadets began an eight-week training course in 
makeshift facilities while construction continued on permanent facilities.20 

The CPA’s police training program was constrained by funding and staffing 
shortfalls. Its various initiatives depended almost entirely on Iraqi funds because 
no U.S. money was appropriated for this purpose. The 2003 Iraqi national budget 
initially provided just $2.4 million for police operations. Although 2004 Iraqi 
funding increased to $122.4 million, chiefly to pay police salaries, the capital 
budget for police infrastructure remained low.21

During the fall of 2003, crime continued to rise in Iraq, forcing CJTF-7 to 
increase the training rate of Iraqi police. Ambassador Bremer feared that it was 
doing little more than rearming elements of Saddam’s abusive and ineffective po-
lice force, so he had INL design a three-week Transition and Integration Program 
that CJTF-7 could use.22 Despite marginal improvements brought about by the 
new curriculum, military trainers still had little understanding of Iraq’s police 
methods or existing Iraqi criminal justice procedures.23

Border Enforcement and Facility Protection
The CPA established the Department of Border Enforcement (DBE) on August 
24, 2003, but allocated scant resources for training.24 New recruits had little ex-
perience, and previous immigration officials were excluded from employment 
because of their connection to Saddam’s secret police. 

After the 2003 invasion, Iraq’s borders were porous, subject to easy infiltration 
by foreign fighters. U.S. soldiers tried to fill gaps, but they had no interpreters, could 
not read Arabic passports, and were unfamiliar with reviewing customs papers. The 
soldiers were soon overwhelmed by masses of people trying to enter Iraq; border 
traffic “backed up literally for miles.”25 By June 2004, only 255 members of the Iraqi 
DBE had received training from the Coalition.26 Iraq’s porous borders remained 
an egregious security problem for several years after the 2003 invasion.

The Facilities Protection Service (FPS) was the last major security force to 
stand up under the Ministry of Interior. It provided site security for ministry 
facilities and provincial government buildings.27 By 2004, the FPS ranged from 
80,000 to 100,000 personnel, but its members received just three days of training 
and light equipment, putting it at “the lower end of the spectrum of capabili-
ties.”28 Most notably, some ministers used the FPS to mask militia and sectarian 
elements within their ministries.29
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New Iraqi Army
On May 23, 2003, CPA Order Number 2—the order dissolving Saddam’s military 
structures—announced the formation of the New Iraqi Army.30 Whatever the 
negative consequences of Order 2, it provided a clean break from the old force and 
a new slate for the systematic rebuilding of Iraq’s army. It failed to address, how-
ever, what resources the CPA should use to accomplish this enormous mission. 

CPA Order Number 22, issued in August 2003, expanded upon Order 2, 
establishing the New Iraqi Army as the basis of “militarily effective, professional, 
and non-political armed forces for the military defense of the nation.”31 The order 
provided that the army would be civilian-controlled, a tenth of its previous size, 
nationally recruited on a volunteer basis, and focused strictly on external defense. 
The CPA believed that the New Iraqi Army—unlike the police force—need not 
be fielded immediately. Plans called for training three divisions of light motorized 
infantry battalions over two years. Including headquarters units, the total end 
strength for the New Iraqi Army would amount to a modest 40,000.32

Responsibility for training the Iraqi army fell to Major General Paul Eaton, 
who arrived in Iraq on June 13, 2003, to take command of the Coalition Military 
Assistance Training Team (CMATT). Major General Eaton soon realized that 
the army training mission was “not a high priority” for the CPA or the U.S. mili-
tary. The only real policy direction came from a 24-page PowerPoint presentation 
from CENTCOM. It did not contain “execution level” plans for manning, training, 
equipping, or employing the 40,000-man force, all of which had to be accomplished 
with a budget of just $173 million drawn from the DFI. According to Eaton, “there 
was zero participation on the part of the Army Staff. Zero participation on the 
part of [the U.S. Army Training and Doctrine Command]. Zero participation on 
anybody’s part except for an ad hoc team on personal request from me.” With no 
strategic plan, limited resources, and only five staff members, CMATT “set out to 
man, train, and equip the Iraqi Armed Forces essentially in a vacuum.”33

Major General Eaton set August 1, 2003, as the training start date for the 
Iraqi army, leaving just six weeks to prepare. In the middle of June, he selected 
Kirkush, northeast of Baghdad, as the site of the first training base, because its 
isolation provided a measure of security. CMATT contracted with an Iraqi firm 
to refurbish the barracks and to provide power, water, and sewerage. Two weeks 
later, another Iraqi firm was contracted to provide water, food, and fuel for the 
trainees.34 Using Iraqi contractors helped leverage CMATT’s meager resources 
and established a civilian contracting model that would form the basis of support 
for Iraq’s Ministry of Defense.35 

A U.S. contractor was placed in charge of recruiting enlisted men, and 
CMATT selected the officers. On July 15, 2003, CMATT asked U.S. Army 
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division commanders in Iraq to provide 45 former Iraqi lieutenant colonels to 
populate the new officer corps, hoping these former officers would bring needed 
experience, but not be so senior that they could not be retrained along Western 
lines. But when these new officers refused to serve without being reinstated to 
their Saddam-era rank and pay, CMATT dismissed them and lowered the recruit-
ment requirement to major. Seventy-five percent of the new force—including 
almost all of the NCOs and officers—had prior military experience.36

Security worsened over the summer of 2003 and, during a brief August 2003 
visit to Iraq, Secretary Rumsfeld decided to cut the Iraqi army’s two-year train-
ing time in half.37 CMATT desperately needed help to meet this new timeline 
and found some during a visit by Major General Eaton to Jordan to purchase 
equipment. During his trip to Amman, Eaton asked Jordan’s chief of military 
training to consider whether he could support the training of 2,000 new Iraqi 
Army officers. In late August, word came that King Abdullah of Jordan had agreed 
to provide help.38 Buoyed by this support, CMATT developed a new training 
model. In the first eight-week segment, the Jordanian military would retrain for-
mer Iraqi officers at a base outside Amman, while Coalition partners trained 
non-commissioned officers (NCOs) at a reconstructed military academy in Taji, 
Iraq. In the second stage, CMATT would form battalions of Iraqi officers and 
enlisted soldiers, and the new battalions would train in Iraq as whole units for a 
three-month period.39 

Many Iraqi officers resented training in Jordan, but only by using Jordanian 
and U.S. military units to train officers and NCOs did CMATT have any hope of 
achieving the training results needed before the new September 2004 deadline. 
By November 15, 2003, CMATT’s plan to stand up the New Iraqi Army was 
underway, and the CPA had promised more funding through IRRF 2.40

Iraqi Civil Defense Corps
As the insurgency grew during the latter half of 2003, CJTF-7’s overstretched 
forces were unable to maintain public order. CENTCOM commander General 
Abizaid and CJTF-7 commander Lieutenant General Sanchez thus began to 
develop a new Iraqi security force component that could help fight the insur-
gency.41 This force—the Iraqi Civil Defense Corps (ICDC) —would assist with 
constabulary duties, employ former members of the Iraqi military, and give Iraqis 
a sense of ownership of security in their communities.42 

CJTF-7 began training the first six ICDC battalions in July 2003. CPA Order 
Number 28 officially established it as an institution that was “distinct from the 
Iraqi police force and the New Iraqi Army” on September 3, 2003.43 Because the 
ICDC was not part of the original CPA security sector plan, it posed significant 
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coordination problems from its inception. Its chain of command went from 
Lieutenant General Sanchez to General Abizaid to Secretary Rumsfeld. There 
was little coordination with the Iraqi police or army and no accountability to any 
Iraqi ministry or the CPA. 

Some in CMATT feared the ICDC could become a parallel security structure, 
competing with the police in local affairs and diluting the Iraqi Army’s authority 
at the national level.44 But Coalition commanders valued the ICDC as a way to 
enable Iraqis to provide security for their own country, while supplementing 
CJTF-7’s overstretched forces. By April 2004, the ICDC had grown from the 
six battalions initially authorized to 45 battalions across the country, amounting 
to 36,000 personnel.45 

Growing Insecurity
During the summer of 2003, insurgent attacks on Iraq’s infrastructure had sup-
planted looting as the chief reconstruction security problem. Repeated sabotage 
of pipelines and power lines impeded economic recovery and limited the success 
of early attempts to restore essential services. The deterioration of the security 
situation delayed reconstruction projects, interrupted supply delivery, and dis-
rupted daily life across Iraq. All this “fed into Iraqi feelings of resentment and 
despair, which fueled insurgency and crime, thereby worsening the security cli-
mate.”46 The violence prevented many CPA officials from leaving the Green Zone, 
limiting their contact with—and thus their understanding of—Iraqis.47 

In October and November 2003, the growing insecurity highlighted the need 
to hasten security force training and improve its resourcing. Security funding finally 
received a much-needed boost with the passage of IRRF 2 on November 6, 2003. 
The sector received $3.29 billion, including $1.22 billion for the police forces, $2 
billion for the Iraqi army, and $76 million for the Iraqi Civil Defense Corps.48 

Reforming MoD and MoI
The impending June 2004 deadline for the transfer of sovereignty forced CPA 
officials to rethink security sector development. In mid-November 2003, the 
CPA’s Office of Policy Planning warned Ambassador Bremer that Iraq required 
“legitimate and accountable systems of security to prevent violent conflict.” These 
included not only the security forces, but also intelligence services and judicial 
and penal institutions. The CPA’s Office of Policy Planning further advised that 
the CPA’s narrow focus on Iraq’s short-term security problems had limited the 
efforts to address longer-term reforms. 

The CPA needed to pursue “a more integrated approach to security sector 
reform that will meet Iraq’s future needs and enable the coalition to transfer 
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responsibility for security to Iraqis.”49 It also needed to address the absence of 
a legal framework for the use of force by Iraq’s military, the disparity between 
force requirements and security budgets, the need to ensure that the new Iraqi 
security forces would operate under civilian control, and the need to insulate the 
security forces from sectarian influences.50 The failure to address this last crucial 
issue would have lethal consequences in 2004 and 2005, as the Iraqi Ministry of 
Interior became infiltrated by sectarian militias.

Another gap was the need for a new Iraqi Ministry of Defense (MoD). The 
plan was to create the new MoD in April 2005, but the new date to transfer sov-
ereignty shortened the timeline by a year.51 The CPA quickly focused on finding 
senior leadership for MoD.52 It strove for ethnic balance in the new MoD leader-
ship and sought to ensure that military promotions would be based on merit, 
not sectarian affiliation. Experience requirements for high-level jobs meant that 
former military officers (mostly Sunnis) filled a third of the new civilian posi-
tions and virtually all of the top military positions.53 The CPA provided the new 
leadership with three weeks of training in Washington at the National Defense 
University and the U.S. Institute of Peace. The training established “a foundation 
of understanding of civilian control of the military, some basics in defense-sector 
management and issues, and (not unimportantly) a look at a successful, functional 
democratic country.”54 

Iraqis themselves had little influence on the new ministry’s design. Major 
General Eaton believed that 30 years of oppression under Saddam had left them 
unable or unwilling to challenge the ideas posed by CPA advisors and CJTF-7 
officials.55 There was still concern about Iraqi Governing Council involvement in 
selecting the new Minister of Defense. The CPA feared that political allegiances 
of IGC members would exert a negative influence.56 Thus, the choice of the 
new minister of defense was not discussed with the Iraqis to avoid allegations 
of politicization.57 

Reforming the Ministry of Interior was more difficult than restarting the 
MoD. The Iraqi police force had not been a viable institution during Saddam’s 
reign, so there was no cadre of competent mid-level management from which 
to draw new leadership. Procurement problems also impeded progress.58 The 
State Department’s Bureau of International Narcotics and Law Enforcement 
Affairs had failed to promptly contract with DynCorp for housing, food, security, 
facilities, and other support for the International Police Liaison Officers (IPLOs). 
The IPLOs were supposed to train and advise Iraqi police.59 Because of the con-
tracting delay, only a few dozen came to Iraq during the first six months of the 
occupation, far short of the 5,000 originally recommended and the 1,500 that 
Bremer approved.60 



• 132 •

• Chapter 12 •

Security Challenges
A few early successes suggest that a counterinsurgency strategy might have proved 
effective during the CPA’s tenure in Iraq. Shortly after occupying Mosul, Major 
General David Petraeus and the 101st Airborne Division, worked directly with 
local community leaders in the city to implement critical reconstruction projects 
that helped reduce violence.61 Most units in Iraq, though, had little counterinsur-
gency training or experience, and the Coalition’s campaign strategy was “wrapped 
around killing and capturing the insurgents,” not promoting political participa-
tion, economic opportunity, and public buy-in.62 Replicating the 101st Airborne’s 
methods across the country might have helped tamp down the insurgency, but it 
would have required more troops and a coordinated counterinsurgency strategy. 
This was eventually used in 2007, during the surge, and ultimately quelled most 
violence in Iraq.

On October 14, 2003, the White House reported to the Congress that 
70,000 Iraqis were engaged in security operations, and another 13,000 were 
in training.63 Secretary of State Colin Powell claimed that the Department of 
Defense “kept inventing numbers of Iraqi Security Forces—the number would 
jump 20,000 a week! ‘We now have 80,000, we now have 100,000, we now have 
120,000.’”64 But Secretary Rumsfeld later said that changes in how the Defense 
Department tracked Iraqi troop readiness accounted for the changes over time 
in the numbers reported.65

Some CPA and CJTF-7 leaders felt that the perceived inflation of Iraqi troop 
numbers hurt the Coalition’s effort. According to Ambassador Bremer, “it was 
increasingly clear that the Pentagon’s apparent preoccupation with the spring 
[2004] troop rotation was creating unhealthy pressures to wish a competent 
Iraqi security force into being faster than possible.”66 Lieutenant General Sanchez 
echoed the point, noting that, “at various times, the Department of Defense in-
flated the numbers of effective Iraqi forces,” while ignoring the fact that “the 
enduring challenge was building capable and effective Iraqi forces rather than 
simply adding numbers.”67 

Given the CPA’s persistent personnel shortages, General Abizaid strongly ad-
vocated that the U.S. military take over the security force training responsibilities 
“because [CPA’s] people didn’t have the capacity” to do it well. He also pushed 
for a bigger Iraqi army and said it was necessary to “really put the muscle of DoD” 
behind the training effort.68 Unsurprisingly, this idea created controversy. Many 
civilian police advisors feared that giving the police training mission to the military 
would sacrifice the Iraqi police force’s “long-term institutional and personnel de-
velopment for expediency and would have negative consequences, saddling Iraq 
with security forces that could possibly endanger the country’s future.”69 Major 
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General Eaton also had reservations; consolidating training for all Iraqi security 
forces under a single military command threatened to divert resources from the 
Iraqi army and thus undermine long-term capacity building there as well.70

The Eikenberry Report
In November 2003, Secretary Rumsfeld ordered an assessment by Major 

General Karl Eikenberry to determine what reforms were necessary to produce 
enough capable Iraqi forces to take over security responsibilities. Released in 
February 2004, the Eikenberry report described CPA training efforts as under-
resourced and disorganized, noting in particular that the development of Iraq’s 
police force was so far behind that transferring security responsibilities would 
not be possible for many months. Eikenberry’s report concluded that the U.S. 
military should manage the training of Iraq’s army and police.71 

Rumsfeld accepted Eikenberry’s recommendations and authorized CJTF-7 to 
form the Office of Security Cooperation (OSC). Major General Eaton assumed 
command on March 9, 2004. Both CMATT and the newly established police train-
ing command—the Coalition Police Assistance Training Team (CPATT)—fell 
under OSC’s purview.72 “At this point, the distinction between an Iraqi military 
force and an Iraqi civilian rule-of-law police service became almost interchange-
able with the use of the term ‘Iraqi Security Forces,’” said Gerald Burke, a member 
of the CPA’s first police training team. “It was at this time that input or control of 
the police training by civilian police experts was significantly reduced.”73 

With the reorganization of training for the Iraqi Security Forces underway, 
the Department of Defense advanced an ambitious plan to cede security respon-
sibilities to the Iraqis. In March 2004, Lieutenant General Sanchez announced 
that, as the Iraqi security forces proved capable and credible enough to maintain 
local security, Coalition forces would redeploy to bases outside major cities. From 
there, they would coordinate with the Iraqis and provide quick-reaction forces, 
but the ISF would have daily policing and patrolling duties.74 As the security 
situation improved, the size of Coalition forces would decrease from 130,000 to 
115,000, and the number of U.S. forward operating bases within the city would 
drop to eight in May 2004 from its June 2003 high of 60.75 

Iraqi Force Failures
The first test of this new security sector strategy was a disaster. In April 2004, 
Sunni insurgents attacked Coalition forces in Falluja, Baghdad, Ramadi, 
Samarra, and Tikrit, while the Mahdi Army occupied Najaf in the south and 
Sadr City in Baghdad. Many elements of the newly deployed Iraqi Security 
Forces proved unwilling or unable to fight. Some abandoned their posts and 
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aided the insurgency.76 Others mutinied when they came under fire.77 Iraqi 
police units collapsed in Falluja, Najaf, Kerbala, and Kut, and the number of 
Iraqi police dropped by nearly 3,000 in one week in April 2004. The Iraq Civil 
Defense Corps fared worst of all. From April 2 to April 16, up to 12,000 ICDC 
members deserted; the rates reached up to 30 percent in northeastern Iraq, 49 
percent in Baghdad, 30 percent in the south-central region, and 82 percent in 
western Iraq.78 The Defense Department’s plan to transfer security responsibili-
ties rapidly to the Iraqis had failed.

Recovery and Reorientation
The April uprisings pitted Iraq’s police, military, and civil defense corps against 
well-armed insurgents and militias across Iraq. Of the 200,000 Iraqi security 
force personnel rushed into service, “no more than 5,000” were “fully trained 
and equipped.”79 Few were ready for counterinsurgency operations; only the Iraqi 
Army was trained to fight organized enemies (although a mere eight percent of 
its force was considered ready before the uprising).80 

The Defense Department now focused the various Iraqi military and police 
forces on a single threat—the insurgency within Iraq. This was a departure not 
only for the Iraqi army, whose mandate under CPA Order Number 22 had spe-
cifically prohibited its participation in domestic affairs, but also for the police, who 
had to add counterinsurgency to their criminal justice responsibilities.81 But the 
disastrous results of the April 2004 uprisings forced the Defense Department to 
modify how the Iraqi security forces were being trained. Major General Eaton’s 
Office of Security Cooperation began to refocus the mission on the development 
of more heavily equipped, specially trained counterinsurgency forces.

The Coalition Police Assistance Training Team brought a military approach 
to equipping the Iraqi police. CPATT analyzed Iraqi police needs for materiel, 
infrastructure, weapons, and other pacing items.82 Because of the contracting 
challenges in Iraq, the requested equipment did not reach the police until after 
the transfer of sovereignty. According to Lieutenant General Sanchez, it took 30 
to 45 days to document requirements and issue contracts and another 45 to 60 
days before deliveries began.83 

CPATT also improved field training programs for Iraqi police, implementing 
specialized programs in four key areas that had been neglected: counterterrorism, 
intelligence, organized crime, and corruption. These were implemented at the 
Jordan and Baghdad police academies, as well as several smaller regional training 
academies.84 Meanwhile, the Ministry of Defense reoriented its forces toward do-
mestic security missions. Shortly after the April uprisings, an Iraqi general visited 
various Iraqi army units, recruiting volunteers for a division that could operate 
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anywhere inside the country.85 Named the Iraqi Intervention Force, the unit was 
heavily armed and trained specifically for counterinsurgency.86 

Iraqi officials also wanted a larger regular military, demanding an increase 
at a May 2004 conference between Department of Defense officials and the 
Iraqi leadership. General Abizaid recalled that Prime Minister Allawi “actually 
pounded on the table about as hard as I’ve ever seen a human being pound on the 
table and said the army was too small, and that he had to have more.”87 

A Hard Lesson Learned
The CPA’s July 2003 Vision for Iraq declared that “our first priority is to create a 
secure and safe environment, without which there can be little progress on other 
goals.”88 This foundational goal proved exceedingly difficult to achieve. During 
the CPA’s tenure, Coalition forces could not provide the secure environment 
necessary for the Iraqi police and military to develop into competent and ac-
countable security forces. By the time of the June 2004 transition, just half of 
Iraq’s army and two-thirds of its police forces had received any training at all, 
and the quality of that training varied widely.89 

A transition team assessment report delivered to the Secretary of Defense on 
June 23, 2004—five days before Iraq assumed full sovereignty—showed that just 
six percent of Iraqi Police Service members had completed a police academy pro-
gram. The report concluded that if this number did not at least triple by the end 
of the year, the newly sovereign Iraq would be at “high risk.”90 The Iraqi security 
forces were also poorly equipped. Despite the new IRRF 2 appropriations for 
security, contracting delays caused serious shortages in weapons, vehicles, body 
armor, and communications equipment.91 

The disastrous performance of the Iraqi Security Forces in the April 2004 
uprisings revealed that the Department of Defense had prematurely pushed se-
curity responsibilities onto Iraqi shoulders. The Iraqi’s confidence in the country’s 
security forces—and in their sponsors, CJTF-7 and the CPA—plummeted as 
violence soared in 2004.92 The human toll was also severe; thousands of civilians 
were killed amid the growing violence.93 Pressed by time and under-resourced, 
the CPA and CJTF-7 could not adequately prepare the Iraqi Security Forces to 
fight the growing insurgency. Prematurely substituting Iraqi forces for Coalition 
forces had proved a mistake. As the performance of the 101st Airborne Division 
in Mosul suggested, the Coalition needed a new counterinsurgency strategy.
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Restarting Oil Production

There’s a lot of money to pay for this that doesn’t have to be U.S. 
taxpayer money…the oil revenues of that country could bring 
between $50 and $100 billion over the course of the next two 
or three years…We’re dealing with a country that can really 
finance its own reconstruction, and relatively soon.*

Dr  Paul Wolfowitz 
Deputy Secretary of Defense (2001-2005)

Iraq has the third-largest oil reserves in the world.1 Given this immense oil 
wealth, Iraq should have been able to pay for its own reconstruction from the 
start. But three debilitating wars, institutionalized governmental corruption, and 
crippling international sanctions all contributed to a breakdown of the country’s 
oil sector. 

Oil output peaked at 3.5 million barrels per day in July 1990, eight months 
before the first Gulf War. Because of damage inflicted during that war, production 
plummeted to less than 500,000 barrels per day, gradually increasing over the 
next decade to reach an average of 2.5 million barrels per day by early 2003.2 

Iraq’s proven natural gas reserves—112 trillion cubic feet—are the tenth-
largest in the world. Natural gas production also declined after the first Gulf War, 
as processing facilities deteriorated for lack of spare parts and maintenance. In 
2003, Iraq was “flaring”—igniting, and burning off—about 60 percent of the 
natural gas released in the production of crude oil, because it lacked the capacity 
to capture it for domestic consumption or export.3 

Iraq’s Oil Infrastructure 
Iraq’s oil industry is an intricate web of what is known in oil-business parlance 
as “upstream,” “midstream,” and “downstream” operations. Upstream consists 
of oil fields, oil wells, and gas-oil separation plants; midstream facilities include 
refineries, gas-processing and stabilization plants; and downstream operations 
comprise distribution networks, terminals, and service stations.4

Most of Iraq’s oil and gas reserves lie in the southeastern and northwestern 
parts of the country. In 2003, about 70 percent of the oil produced in Iraq came 
from the north and south Rumaila fields near the southern city of Basrah and 

* Dr. Paul Wolfowitz, Deputy Secretary of Defense, Statement before the House Appropriations 
Subcommittee on Defense, March 27, 2003.
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the Kirkuk fields in the western part of Kurdistan.5 About two-thirds of its oil 
wells were in the Rumaila fields, and about one-third were in the north, in and 
around Kirkuk.6 

Oil from the Rumaila fields has two notable attributes. First, it is “light,” mean-
ing it has relatively low viscosity and yields a high percentage of desirable products 
when refined. Second, it is “sweet,” meaning that it has only a small amount of 
hydrogen sulfide and carbon dioxide, both of which corrode production facilities. 
“Some of the best crude in the world comes out [of southern Iraq],” said Brigadier 
General Robert Crear, who commanded Task Force RIO. “When it comes out 
of the ground, it goes through the gas-oil separating unit, and it goes straight to 
a ship for export,” without further treatment.7 

At the time of the 2003 invasion, the country had two functioning export 
pipelines. The Ceyhan line carried oil from Kirkuk to the Turkish port of Ceyhan 
on the Mediterranean, and a pipeline from the Rumaila fields in the south carried 
oil to off-shore platforms near Basra.8

Iraq also had three main refinery complexes—in Baiji, Basra, and Doura—that 
collectively possessed the capacity to process about 570,000 barrels of crude oil 
per day. The Doura refinery, with a capacity of 110,000 barrels per day, supplied 
most of the fuel for nearby Baghdad. The two refineries at Baiji, in north-central 
Iraq, had a refining capacity of 310,000 barrels per day, and the Basrah facility 
near the Umm Qasr port could process 150,000 barrels per day.9 

Despite this significant nominal capacity, Iraq’s refineries did not have the 
technology to process a broad range of refined products. Their obsolete systems 
left 45 percent of every barrel of crude oil behind as “heavy fuel oil,” a thick, sticky 
residue of limited commercial value. Iraq and other countries in the Middle East 
use heavy fuel oil to run large thermal power plants. Before the 2003 invasion, 
Iraq did not produce enough gasoline and cooking gas to meet domestic demand; 
thus, it traded its excess heavy fuel oil in exchange for refined products. For every 
three truckloads of heavy fuel oil exported to Jordan and Turkey, Iraq imported 
one truckload of gasoline.10

Task Force Restore Iraqi Oil
Determined to avert the environmental disasters experienced during the first 
Gulf War—when Saddam started 700 oil-well fires—USACE’s Task Force RIO, 
KBR, and the military developed extensive plans to prevent or putout such fires.11 
One of the first task orders issued under KBR’s $7 billion contract with the Army 
Field Support Command was for a contingency plan to repair and restore Iraq’s 
damaged or destroyed oil structures. A separate contract for $37.5 million was 
awarded to KBR for the purpose of prepositioning fire-fighting equipment.12 
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USACE prepared to fight up to 1,500 well fires, but most of the RIO team 
thought Saddam Hussein loyalists would not have time to sabotage more than 
thirty percent of the approximately 1,000 wells in the south. The team feared 
losing most of the 500 wells in the north because Turkey denied the Coalition 
access to Iraq, lengthening the time it would take for U.S. forces to secure the 
northern Iraqi oil fields at Kirkuk.13 

During and immediately after the March 2003 invasion, no serious sabotage 
of the northern or southern oil fields occurred, with only nine fires recorded.14 
Gary Vogler, a former Exxon-Mobil executive who served as a member of the 
Energy Infrastructure Planning Group in the run-up to the war and later as an oil 
advisor to ORHA and the CPA, attributed the small number of fires to USACE’s 
“fantastic planning” and to the fact that Coalition forces prevailed so quickly.15 
USACE found and disarmed explosive devices at several wells and many gas-oil 
separation plants in the south.16

If the good news was that Iraq’s oil fields suffered little damage during the 
invasion, the bad news was that Task Force RIO had not expected the widespread 
damage that post-invasion looting and the developing insurgency would cause. 
In the south, where U.S. troops bypassed the oil infrastructure on the way to 
Baghdad, vandals and thieves stripped facilities of anything of value. Oil advisors 
had identified key installations that needed to be protected, but “[the military] 
said they didn’t have enough people to do that,” recalled one advisor.17 Task 
Force RIO had more firefighters than it needed but not enough oil people with 
operational experience to restore the damaged infrastructure.18 

Reopening the Ministry of Oil 
On their first visit to the Ministry of Oil at the end of April 2003, Gary Vogler 
and Clark Turner, an oil advisor from the Pentagon team, found the offices dam-
aged and most of the files missing. This shocked them because CENTCOM had 
planned to protect the oil ministry buildings. Apparently, during the brief time 
between the entry of Coalition forces into Baghdad and the arrival of troops at 
the oil ministry, significant looting had occurred.19 

Vogler and Turner’s first job was to find an interim minister to oversee re-
starting ministry operations.20 On May 3, Vogler, a senior advisor to the ministry, 
called a meeting of the entire ministry staff to announce that Thamir al-Ghad-
ban, its director of planning before the war, would serve as interim oil minister.21 
Turner recalled that Ghadban then made a short speech that encapsulated Iraqi 
ambivalence toward the Coalition. He said that, “Whatever you call this un-
fortunate incident, we don’t like to be occupied.” He urged the Americans to 
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concentrate on providing security. If the Americans could do that, Ghadban said, 
Iraqis could handle the reconstruction of the oil sector.22 

Turner and Vogler then began searching for more employees who could help 
Ghadban stabilize the ministry. “Our philosophy was we weren’t going to change 
anything,” said Turner. “We wanted to keep as many of the Ba’athists there as 
possible to help out and then later do the de-Ba’athification.”23 Ghadban said 
that, although the de-Ba’athification order affected some high-ranking technical 
people, its most deleterious impact was to severely politicize the ministry, which 
had longer-term harmful effects on the ministry’s operations.24 

In 2003, the Ministry of Oil had about 15,000 employees.25 They oversaw 22 
state-owned enterprises, which engaged in everything from drilling and produc-
ing oil and gas to processing and exporting it. Dozens of other SOEs supported 
the ministry, providing a variety of goods and services.26 These companies had op-
erated under memoranda of understanding with the UN Oil-for-Food program, 
as well as agreements among themselves. The ministry’s director general in charge 
of national manufacturing bore responsibility for coordinating the activities of 
the SOEs. He hoped to get some of them to work on oil sector reconstruction, 
but most of  the factories had been looted and were struggling to survive.27

The Task Force RIO engineers made progress. The Rumaila fields in the 
south were soon producing modest amounts of oil, while the Kirkuk fields in 
the north were producing more than 30,000 barrels per day. By late April, Doura, 
Baghdad’s main refinery, was processing 40,000 barrels per day—still less than 
half the refinery’s capacity.28

Fuel Shortages
In late spring 2003, the CPA faced a serious fuel crisis. Iraq could not meet domestic 
demand for kerosene, diesel, liquefied petroleum gas, and gasoline. Looting had 
shut down some refineries, the invasion had disrupted the distribution system, and 
huge subsidies continued to encourage smuggling. With the refineries operating at 
low levels—or out of commission altogether—the Ministry of Oil tried to meet 
growing demand by drawing on supplies from its reserve inventory.29 

By mid-May, Iraq was almost out of gasoline. Liquefied petroleum gas, sold in 
twelve-kilogram bottles and used primarily for cooking, had all but disappeared 
from the markets. The ministry set up a rationing system that reduced the number 
of truckloads of gasoline delivered to each gas station by almost 70 percent, trying 
to ensure that all stations would get some gasoline. Many received none at all.30

As the lines at gas stations grew longer, the Coalition turned to Task Force RIO 
and the KBR contract to solve the immediate problem, and they began to fund the 
massive import of refined products. Defense Department officials did not know 
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how much fuel would be required or how long it would be necessary to import it, 
but had anticipated that they would need to provide a 10- to 30-day supply.31 

During the summer and fall of 2003, Iraq’s refineries repeatedly shut down 
because of power shortages, insurgent attacks, or the lack of storage space for the 
heavy fuel oil that was a byproduct of their refining process. Thus, Task Force 
RIO’s requests for refined fuels rapidly rose during the hot summer in 2003. 
From July 16 to August 3, USACE continuously raised the amount of fuel that it 
was requesting under the KBR contract. By the fall, USACE had “increased the 
funding on Task Order 5 from $24 million to $871 million, a value more than 
36 times greater than the initial allocation.” Five of the ten task orders ultimately 
issued to KBR under its $7 billion contract would be for importing fuel.32 

Rebuilding Begins
In July 2003, the Corps of Engineers, the Ministry of Oil, the CPA, and KBR 
developed a strategy to get Iraq’s oil infrastructure back to prewar production 
capacity. The resulting “Iraq Oil Infrastructure Restoration Plan” identified 220 
projects, divided between “procurement only” activities (to obtain materials) 
and “engineer-procure-construct” contracts (for design and construction). 
Procurement-only activities used most of the funding.33 

The Ministry of Oil drew on its own technical experts, as well as those of 
KBR and Task Force RIO to survey the upstream facilities—the fields and wells 
that had sustained most of the serious damage from looting and war—and to 
develop rehabilitation plans for them. But the ministry used its own engineering 
and construction firm, the State Company for Oil Projects, for most oil sector 
construction. KBR focused on purchasing and importing spare parts, new ve-
hicles, and safety gear, as well as heavy equipment.34 

Infrastructure Security
Iraq exported no oil from March to June 2003. The UN, which managed the 
country’s oil exports under the Oil-for-Food program, had halted exports when 
the invasion began.35 UN Security Council Resolution 1483, passed at the end 
of May 2003, required all income from oil sales to be deposited into the newly 
created DFI, paving the way for the resumption of exports in June.36 Northern 
exports started almost immediately; on June 22, 7.5 million barrels stored in tanks 
at the Turkish port of Ceyhan were sold.37

Meanwhile, Task Force RIO worked to bring the southern oil fields, badly 
damaged by looting, back on line. In mid-June, Iraq’s State Oil Marketing 
Organization (SOMO) began issuing “spot” tenders—or sales orders—for both 
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southern and northern oil. It was not until the end of July, however, that SOMO 
signed its first contracts to export 20 million barrels of Basra crude per month.38 

In June 2003, Vogler estimated that Iraq might be able to produce three mil-
lion barrels of oil per day within a year.39 Production climbed steadily during 
June and July, reaching 1.3 million barrels per day at the end of August 2003.40 
By the end of October, the country was pumping just over two million barrels per 
day and exporting more than half of it. In the first five months of post-invasion 
operations, Iraq had earned about $2.6 billion in oil export revenues, depositing 
them in the DFI for use by the CPA.41 

Significant insurgent attacks on the oil sector began in June 2003. Seven bombs 
shut down three pipelines: the Ceyhan line, the north-south pipeline, and a natural 
gas line. Between June and November 2003, insurgents launched thirteen major 
attacks on pipelines and oil facilities, severely limiting growth in production and 
exports.42 The CPA’s senior advisor to the oil ministry said the pattern of attacks in-
dicated an organized insurgent campaign to sabotage Iraq’s oil infrastructure.43

Building an Iraq Oil Protection Force
Protecting the oil infrastructure soon became an important priority. In mid-July 
2003, Vogler requested $50 million from the CPA on behalf of the Ministry of 
Oil for a security contract to protect the pipelines and facilities. He estimated that 
the Coalition was losing at least $20 million per day from sabotage and continued 
looting. Advisors to the oil ministry searched for companies that could provide 
protection and found six already working in Iraq.44 

On August 6, 2003, the CPA awarded a $39.5 million, one-year fixed-price 
contract to Erinys Iraq, a subsidiary of a private British security company, to 
train a 6,500-person Iraqi guard force to protect 140 oil sites across Iraq.45 By the 
end of the year, the CPA had modified the contract eleven times and more than 
doubled the number of guards it wanted Erinys to train to counter the increasing 
violence. Erinys ultimately was paid $104 million to provide training and site 
protection over two years.46

A month after awarding the Erinys contract, the CPA established Task Force 
Shield to oversee the training and operation of the Iraq Oil Protection Force. 
Task Force Shield reported to CJTF-7 until May 2004, when it began reporting 
to the Multi-National Force-Iraq, CJTF-7’s replacement.47 

SIGIR’s audit of the Task Force Shield programs uncovered numerous prob-
lems: too short or ever-changing timelines, confusing lines of reporting authority, 
competing notions of what the contract required, and ambiguity as to which 
government entity actually oversaw the contract. The pressure to respond to 
rapidly escalating attacks accounted for some of these problems, but auditors 
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could not verify the many specific line-item costs, could not determine the total 
number of guards trained by the contractor, and could not account for most of 
the equipment procured.48

According to Erinys, which recruited most of its staff from the British mili-
tary, the CPA’s directive to get “boots on the ground” meant that the company 
immediately had to assess needs, draw up plans, and implement a program in a 
“whirlwind of concurrent activity driven by intense Coalition pressure to deploy 
guards.”49 The security situation deteriorated faster than Erinys or anyone else 
could train guards to address it. The oil infrastructure sustained nine serious at-
tacks in November 2003. 50 

Already spread thin, the lightly armed pipeline patrols “found themselves 
frequently overmatched by insurgents operating in strength and armed with 
rocket-propelled grenades.” 51 James Wilshire, the Erinys manager for the central 
region, and his Iraqi translator, Majid Husein Jasim, were killed in an ambush on 
November 11, 2003, while traveling between Baghdad and the Doura refinery. 
Jasim was the first of 23 Iraqis killed while serving with the oil protection force 
from August 2003 to December 2004.52

Oil at the End of the CPA
Few oil fires occurred during the March 2003 invasion, but subsequent pipeline 
sabotage and looting of oil facilities caused severe damage to the oil sector, ul-
timately preventing the CPA from reaching its oil production or export goals. 
During the CPA’s tenure, insurgents launched more than 70 attacks on pipelines, 
wells, refineries, storage tanks, and individuals working for the Ministry of Oil.53 
Much of the CPA’s efforts and Ministry of Oil resources went into repairing 
pipelines and other oil facilities.

All the oil pipelines suffered at least some damage during this period, but none 
more than the one connecting the Kirkuk oil fields in the north to the Turkish 
port of Ceyhan. This important pipeline, the only one for northern exports, was 
repeatedly shut down by insurgent attacks.54 Thus, during most of the CPA’s exis-
tence, Iraq did not export any oil from the Kirkuk fields by pipeline. By the end of 
June 2004, Iraq was producing more than 2 million barrels of oil per day, almost 
all of it in the south, still well short of the prewar 2.58 million barrels per day.55 

The CPA channeled most of the resources it devoted to the oil sector into re-
pairing pipelines, importing refined fuels, boosting production to increase export 
revenues, and protecting oil sites. It paid less attention to upgrading Iraq’s refining 
capacity because the refineries, although obsolete and decrepit, had not suffered 
as much from the war and looting. The refineries were crucial, but had so many 
mechanical failures in 2003 that they were down a third of the time.56 
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With Iraq’s refineries unable to meet domestic demand for refined petro-
leum products, the CPA continued to import diesel and gasoline into oil-rich 
Iraq. Because many of Iraq’s power plants also depended on these refined fuels, 
the shortage forestalled progress on another major CPA objective: restoring 
electricity.
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Rebuilding the Electricity Sector

We were measuring the wrong things. [Average daily megawatt 
production] was a metric that you could easily define and would 
demonstrate some progress, but we weren’t really focused on the 
right things in putting the electrical grids back on line.*

Lieutenant General Carl Strock  
USACE Commander, Chief of Engineers (2004-2007)

Brigadier General Steven Hawkins received a late-night phone call on April 11, 
2003, in Doha, Kuwait. The U.S. Army had completed its “thunder runs”—ar-
mored thrusts into the heart of Baghdad—and now occupied a city where the 
power grid had crashed, taking down all the other infrastructure systems with it, 
including water and sewerage. Lieutenant General McKiernan wanted the lights 
back on in Baghdad immediately.1 

Tapped by Lieutenant General George Casey in January to lead Joint Task 
Force-4, Brigadier General Hawkins had spent the previous four months plan-
ning to manage the transition to a new Iraqi government.2 Now he was on his way 
into Iraq, suddenly responsible for what would become one of the Coalition’s 
most intractable challenges—Iraq’s broken electricity sector. 

Twenty-four hours later, Hawkins and his 28-member team boarded a C-130 
bound for Baghdad. Tasked to restore power, water, sewerage, and hospital ser-
vices to the city, they called themselves Task Force Fajr, the Arabic word for 
“dawn” or “new light.”3 

Task Force Fajr
Task Force Fajr landed in Baghdad at 2:30 a.m. on April 13, 2003. Iraqi electri-
cal engineers who knew the capital’s power system met them for a pre-dawn 
conference in downtown Baghdad. The Iraqis and the Americans recognized the 
mission’s urgency. “All of us knew that potable water, sewer systems, and hospi-
tals would not function without power.”4 They also realized it was just a matter 
of time before the loss of power would cause a humanitarian crisis.

Devising a solution was difficult because the Iraqi engineers did not have 
complete drawings showing Baghdad’s transmission and distribution networks.5 
Someone said that the Karkh water treatment plant just north of Baghdad had an 

* SIGIR interview with Lieutenant General (Ret.) Carl Strock, former USACE Commander, Chief of 
Engineers, May 13, 2008.
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operational ten-megawatt generator. Hawkins and his engineers hit on an idea 
and immediately set to work to get power to Baghdad by routing the Karkh plant’s 
power through an intermediate substation and onto Baghdad’s grid. Lights soon 
began to flicker on across the city, and the grid was gradually patched back to-
gether, averting disaster.6 

After getting Baghdad’s lights on, Brigadier General Hawkins and his team then 
engaged in a form of triage to determine where to distribute the limited available 
power. Hospitals had first priority, followed by water-treatment facilities and sewer-
age systems; domestic consumption came next, followed by businesses and factories. 
Within two weeks, the capital’s critical facilities had the power they needed to oper-
ate.7 By the end of April, Iraq’s power plants were generating 1,275 megawatts, up 
50 percent since the invasion, but still only about a quarter of prewar levels.8 

While Task Force Fajr pieced together Baghdad’s power grid, the Coalition 
began reconstituting Iraq’s Commission of Electricity. The commission, which 
would later become the Ministry of Electricity, was responsible for the generation, 
transmission, and distribution of power throughout the country. It had about 
38,000 personnel on its payroll before the March 2003 invasion. As with most 
other ministries, the Commission of Electricity staff had dispersed in the wake 
of the invasion. 

In May, the CPA asked a respected Iraqi electrical engineer, Dr. Kareem 
Waheed al-Aboudi, to head the commission. He had a doctorate in electrical 
engineering and previously served as the director general of the commission’s 
technical office.9 In one of the first acts of U.S. capacity building in Iraq, Hawkins 
embedded engineers from Task Force Fajr in the commission to help Dr. Kareem 
and his Iraqi engineers get it operating again. 

Task Force Fajr disbanded on June 15, 2003, but many of its members con-
tinued working for the CPA on Iraq’s electricity problems, some helping to 
rehabilitate power generation and distribution across the country, which was criti-
cal to the CPA’s overall mission of establishing a stable and democratic Iraq.10 

Challenges in the Electricity Sector
An array of problems hobbled CPA’s effort to restore Iraq’s electrical system. 
Wars, sanctions, and decades of mismanagement had left the entire network 
dilapidated.11 Moreover, the country did not have enough trained personnel to 
upgrade and maintain the electrical systems. Iraq did not produce enough refined 
fuels to sustain operations at all of its power plants and the country’s pipeline 
system was inadequately developed to ensure effective delivery of the right fuel to 
the right power generation facilities.12 Finally, the insurgency frequently targeted 
the electricity infrastructure, causing blackouts and impeding progress. 
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Electricity Infrastructure
In 2003, Iraq’s power sector was a network of electrical generation plants, trans-
mission systems, and distribution networks that fed power to hospitals, industries, 
government buildings, and neighborhoods. Electrical substations, which adjust 
voltage levels for distribution, connected power plants to transmission systems 
and distribution networks. Seven large thermal power plants produced more 
than 54 percent of the country’s electricity, two hydroelectric facilities generated 
another 24 percent, and nine gas-turbine power plants provided 21 percent.13

Before the invasion, Iraq had the “nameplate capacity” to produce over 9,000 
megawatts of power.14 But achieving that level of output required all facilities to 
be operational and running optimally, which was not possible because of chronic 
maintenance problems and fuel shortages.15 The first Gulf War severely dam-
aged Iraq’s power plants, transmission lines, and electrical substations, reducing 
average daily power output in 1991 to 2,325 megawatts.16 Revenue from the 
Oil-for-Food program helped fund repair work that had increased generation to a 
daily average of about 4,000 megawatts by the end of 2002.17 Although the March 
2003 invasion deliberately avoided targeting Iraq’s power system, looting, poor 
maintenance, and a lack of spare parts, made it impossible to restore electricity 
quickly. By the early summer of 2003, Iraq’s power plants were generating about 
3,500 megawatts, a five-fold increase from immediate post-invasion levels but still 
at least 500 megawatts below prewar levels.18 

Iraq’s main generating facilities were in serious disrepair because “most plants 
[had] been operated in a manner that has degraded the output of the plant and 
eliminated most environmental controls.”19 To make matters worse, because Iraq 
had not adhered to uniform standards in equipment acquisition, its power plants 
were a hodgepodge of “parts and repairs…from many different suppliers using 
many different codes and standards (and sometimes none at all).”20 

The transmission systems and distribution networks were even more fragile. 
“The system was more like a string of old-fashioned Christmas lights than a mod-
ern national power grid,” said Lieutenant General Strock. “When one key facility 
went out, the entire system failed.”21 Delicate and deteriorated, Iraq’s electricity 
sector was essentially held together by “Band-Aids and rubber bands.”22 

 Security Problems
Soon after Baghdad fell, gangs of looters stripped substations and control centers 
of copper, computers, and communications equipment. Bechtel found thirteen 
destroyed transmission towers, all stripped clean of their copper.23 Although 
USACE estimated that “fewer than 50 high-voltage electricity transmission 
towers were toppled or significantly damaged as result of the war,” by mid-June 
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vandals and scavengers had destroyed more than 700 towers and taken the cop-
per from thousands of miles of high-voltage wires.24 

“It was like Pac Man,” said USAID’s Tom Wheelock, former chief of party 
for the agency’s personnel contractor International Resources Group. “They just 
started at one end of the transmission line and worked their way up, taking down 
the towers, taking away the valuable metals, smelting it down, selling it into Iran 
and Kuwait.”25 At one point the looters had cut all four electric transmission lines 
connected to Basrah’s oil refinery, exacerbating an already severe fuel shortage 
and causing riots in the city.26 

In addition to the looting problem, the fledgling insurgency began sabotaging 
key electricity infrastructure nodes and attacking repair crews. The insurgents 
“routinely targeted joint U.S.-Iraqi electricity meetings,” as well as Iraqis who 
were associated with the Coalition electricity restoration effort. In early June 
2003, insurgents shot to death a senior Iraqi distribution engineer in front of 
her children as she left her Baghdad home. By the end of June, “attacks on Iraqi 
electrical engineers and facilities in and around Baghdad” occurred daily.27

Many senior Iraqis working for the Commission of Electricity disappeared 
after the invasion. De-Ba’athification further eroded the commission’s staff, and 
insurgent attacks made some afraid to go to work. Lieutenant General Strock 
recalled that “many of the local Iraqis with expertise necessary to restore and 
operate critical infrastructure were either unavailable or fearful of working with 
the Coalition.”28

The Electrical Power Security Service (EPSS), which had existed under 
Saddam Hussein, was supposed to protect power plants and substations. The 
CPA tried to continue this weak force but found that it lacked trained staff, had 
limited equipment, and was staffed by personnel with little interest in protecting 
the power grid.29 Task Force Shield was charged with training and equipping 
6,000 Iraqi EPSS guards for the new Ministry of Electricity. But, as with the Oil 
Protection Force, Task Force Shield failed to meet its mission. 

A SIGIR audit found that only 334 EPSS guards were trained, despite the fact 
that the contract required 300 per month for two years. Additionally, the EPSS 
Training Academy at Taji was not built according to the contract’s requirements, 
and $4.7 million in equipment there could not be accounted for. SIGIR’s review 
of the EPSS program concluded that it “barely got underway and only trained a 
limited amount of guards.”30

Fuel Problems
In 2003, most Iraqi power plants burned diesel, natural gas, or heavy fuel oil to 
generate electricity. Iraq’s seven thermal power plants, which generated more 
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than half the electricity for the entire country, could run on heavy fuel oil, a thick, 
low-value byproduct of Iraq’s antiquated refining process and the only fuel that 
the country had in surplus.31 Iraq’s refineries produced more heavy fuel oil than 
its thermal plants could use, so Iraq exported the excess, mostly to Jordan and 
Turkey, in exchange for gasoline, diesel, and other refined products. The war 
disrupted this quasi-barter system. The storage tanks for heavy fuel oil quickly 
reached capacity, forcing the refineries to shut down and halting production of 
other refined fuels needed by other power plants.32 

Iraqis filled the power gap by buying small generators to provide power to their 
homes, as well as to small businesses, water plants, and hospitals. But these genera-
tors did not contribute to the national grid, were relatively expensive on a per-capita 
basis to operate, and exacerbated fuel shortages. Nevertheless, Iraqi entrepreneurs 
imported and sold tens of thousands of the portable systems to households all over 
Iraq. The boom in home generation increased demand for refined fuels such as 
diesel and liquefied petroleum gas, stoking black market activity.33

The CPA’s plan to expand power generation focused on importing gas turbine 
generators—which are relatively easy to transport and install—rather than build-
ing new thermal units.34 This was the quickest way to add generation capacity to 
the grid. But Iraq did not produce enough refined fuel to power these generators, 
and its distribution system was inadequate to deliver the fuel it did produce. 
Moreover, Iraq did not have enough trained personnel to maintain and operate 
the more delicate gas turbine engines, which require frequent maintenance. The 
decision to install gas turbines, based in part on the assumption that the Iraqi oil 
industry could rapidly rehabilitate its natural gas industry, foundered when plans 
to develop the national gas delivery system fell by the wayside.35 

Developing a Plan
The first CPA senior advisor on electricity, Peter Gibson, had worked with hy-
droelectric plants in the Pacific Northwest, but nobody on his small staff of four 
was an expert in the field.36 Gibson instituted weekly strategy sessions in the 
Green Zone that brought together USACE, USAID, Bechtel, and the head of 
the Commission of Electricity—and his key managers—to develop a work plan 
for the electricity sector. By the end of June 2003, when Dick Dumford arrived 
as USAID’s electricity specialist, the strategy sessions had yet to produce such a 
plan.37 “We started looking around at what needed to be done,” said Dumford, 
“and came up with a list as long as your arm.”38 

The CPA used DFI funds to pay for electricity projects but also had access 
to U.S. appropriations through USAID’s contract with Bechtel. In July 2003, 
the CPA’s Program Review Board approved $77 million from the DFI for the 
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capital expenditures portion of the 2003 Iraqi budget for the Commission of 
Electricity.39 The CPA looked to Bechtel, which had received funding from 
USAID for work in the electricity sector, to advise the commission on how best 
to spend this money.40 

Bechtel’s Assessment
On April 17, 2003, USAID contracted with Bechtel to assess Iraq’s power facili-
ties and systems and to execute critical repairs that would permit and promote 
“rapid and significant improvements in the quality and reliability of electricity 
services.”41 After spending the month of May assessing Iraq’s electricity system, 
Bechtel estimated repair costs would amount to about ten times the value of its 
$680 million contract with USAID.42 Bechtel warned that the “reconstruction of 
Iraq’s power sector is a long-term effort,” and that one of the biggest challenges 
to come would be conveying to the Iraqi population the reality that “there will 
be a delay in providing reliable, 24-hour-a-day power.”43 

The Bechtel assessment recommended focusing on rehabilitating power 
plants, replacing destroyed substations, and installing new generator units. It 
further advised that the CPA establish a capacity-building program to get Iraqis 
on the road toward “standardization of operation and maintenance practices,” 
highlighting the need to strengthen coordination between the ministers of 
electricity and oil.44 

The Push for 4,400 Megawatts
In mid-summer 2003, Ambassador Bremer surprised many in Iraq and 
Washington when he announced that the Coalition would have Iraq’s average 
daily electricity supply back up to prewar levels by early October.45 He expanded 
the CPA’s operations office, asking its director, Peter Andrew Bearpark, to man-
age the “infrastructure” ministries involved in providing essential services.46 
Bearpark became the Director of Operations and Infrastructure, with then-Major 
General Strock as his deputy. At the end of July, Bearpark appointed Stephen 
Browning, a senior civilian from USACE who had served as a senior advisor to 
several ministries, to take charge of infrastructure.47 

Browning found that the Coalition’s electricity team had no plan for how 
the CPA and the Ministry of Electricity would restore electricity to prewar levels 
by October.48 He immediately created an Electricity Action Team, comprising 
personnel from USAID, USACE, and the Iraqi Commission of Electricity. 

On August 18 and 19, Browning convened a conference with every one of 
Iraq’s power plant managers to shape the plan to reach the 4,400-megawatt tar-
get. Capacity for over 9,000 megawatts existed, but only about 3,000 were being 
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generated. The question was how to put some of the idle capacity to work.49 
Browning asked each Iraqi power plant manager to present proposals for im-
proving output.50

Browning’s team concluded that the only way to reach Bremer’s 4,400-mega-
watt goal was to target quick repairs that would have the greatest impact on 
generation. The staff put together a list of equipment needs for each plant and 
then scoured warehouses across Iraq for parts.51 They found caches of equipment 
and spare parts, purchased under the UN Oil-for-Food program, which plant 
managers had been hoarding.52 

Throughout September, Browning and his team worked diligently with the 
ministry’s engineers to complete targeted repairs. USACE engineers concen-
trated on downed transmission lines and broken substations; Bechtel provided 
technical assistance for generation plant repairs; and BearingPoint helped with 
sector studies and system forecasts. The CPA’s senior advisors met with the 
Ministries of Electricity and Oil once each week to address the recurrent fuel 
problems. Browning’s effort did not include any major construction, but instead 
focused on minor repairs and technical assistance. The work was feverish, eigh-
teen hours per day. “We pulled out all the stops, and it looked hopeless at times, 
but we made it,” said one team member. On October 6, Iraq produced 4,518 
megawatts, exceeding the CPA’s target by 118 megawatts.53 

The effort, though successful, took a toll on the grid’s infrastructure. Browning 
had warned Ambassador Bremer that pushing the system to reach 4,400 mega-
watts could cause breakdowns that would make sector-wide rehabilitation more 
difficult. He believed that the focus should have been on building a sustainable 
power generation system.54 

The decision to set an output metric like 4,400 megawatts as the goal had both 
short- and long-term negative effects on management. In the short term, the deci-
sion caused senior officials at the Pentagon and the White House to fixate on the 
metric rather than moving forward on multifaceted improvements of the system. 
In the long term, the focus created a perennial desire to judge electricity sector 
performance on one metric—whether current output exceeded prewar levels. 

Even before the CPA reached the 4,400 target, Ambassador Bremer set a lofty 
new goal. In a broadcast to the Iraqi people on August 29, 2003, he said, “About 
one year from now, for the first time in history, every Iraqi in every city, town, 
and village will have as much electricity as he or she can use; and he will have it 
24 hours a day, every single day.”55 At the time, the CPA estimated the current 
unsatisfied demand at 6,000 megawatts, but that number would rise as Iraqis an-
ticipated greater amounts of power being available in the foreseeable future.56 
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Task Force Restore Iraqi Electricity
During a visit to Baghdad in July 2003 when the CPA was developing its plans to 
increase the country’s power supply, Lieutenant General Robert B. Flowers, the 
USACE commanding general, told Bremer that he could bolster electricity recon-
struction by deploying a new task force, similar to Task Force RIO. Ambassador 
Bremer immediately jumped at the idea. In August 2003, CENTCOM authorized 
USACE to develop and deploy a team, called Task Force Restore Iraqi Electricity 
(RIE), to provide rapid reconstruction assistance to the electricity sector.57 

USACE recruited Brigadier General Hawkins, formerly Commander of Task 
Force Fajr, to return to Baghdad to head Task Force RIE. He and his team—
which included 84 USACE civilians and 90 soldiers, many with specialized skills 
in the electricity field—arrived at the end of September 2003. Task Force RIE 
also included mechanical, civil, and electrical engineers.58 Their job was to help 
CPA reach its 6,000-megawatt goal by the summer of 2004. 

Task Force RIE designed a plan for 26 projects to repair and upgrade existing 
power generation, transmission, and command and control facilities to “restore 
reliable electricity to national and regional power grids.” To manage the work, 
Task Force RIE established bases in Baghdad and in the northern, central, and 
southern regions of the country.59 

USACE used three IDIQ contracts it already had in place with Perini 
Corporation, Washington Group, and Fluor International to implement the first 
Task Force RIE projects. These three companies eventually won the three IRRF 
2 electricity sector contracts, no doubt in part because of their work with Task 
Force RIE. USACE tasked each company to start projects to repair the electri-
cal infrastructure in a different region: Perini Corporation in the south, Fluor 
International in the center, and Washington Group in the north.60 By October 
2003, the contractors had begun many projects, covering everything from refur-
bishing power plants to restoring transmission towers.61

Electricity at the End of the CPA 
The Congress allocated $5.56 billion—or nearly 30 percent of IRRF 2—to the elec-
tricity sector when it passed the supplemental legislation on November 6, 2003.62 
One week after the supplemental was enacted, Robyn McGuckin, the CPA’s deputy 
advisor to the Ministry of Electricity, called a meeting of CPA’s electricity team to 
review the list of proposed electricity projects covered by IRRF 2. The projects 
were divided among the categories of new generation, rehabilitation, controls and 
communications, transmission, and distribution. McGuckin needed to have a pri-
oritized list of projects ready for the first Section 2207 Report to the Congress. Her 
list eventually included 110 generation, transmission, and distribution projects.63 
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In the late spring of 2004, insurgents stepped up attacks on the electricity 
infrastructure. They targeted contractors working to restore generation plants, 
substations, and transmission lines, forcing some companies to suspend opera-
tions. Washington Group International locked down its power plant construction 
site in Mosul for three days following an assault that included ambushes, and 
small-arms and mortar fire.64 Subcontractors like General Electric and Siemens 
pulled staff from project sites after attacks in April. Insurgents also targeted Iraqis 
working on reconstruction projects.65 Ambushes of convoys carrying reconstruc-
tion supplies and materials caused added delays.

The wave of violence drove costs higher, pushing all electricity projects over 
budget and forcing the prime contractors to spend more on security. Perini’s 
security costs would total $63.4 million, about 18 percent of the $356.5 million it 
spent; Washington Group’s security bill amounted to $44.5 million, 14.3 percent 
of the $310 million it spent.66 

Despite the exploding security situation, work in the electricity sector contin-
ued. By June 2004, Task Force RIE had launched 66 projects and USACE said 
it was on target to increase generation by 1,295 megawatts, even though work 
on seven generation plants was well behind schedule. When the CPA closed its 
doors on June 28, 2004, Iraq’s average daily generation capacity stood at 4,200 
megawatts, well short of its 6,000-megawatt goal.67
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Chapter 15
Iraq Reconstruction in Transition

Sovereignty involves more than a date and a ceremony. It 
requires Iraqis to assume responsibility for their own future.*

President George W  Bush 

From January to June 2004, the CPA concentrated on preparing to pass sov-
ereignty to the Iraqis and on developing a process for the formation of a new 
democratic government in Iraq. In collaboration with the UN, the CPA assisted 
the Iraqi Governing Council in developing the Transitional Administrative Law 
(TAL), which provided dates for provincial and parliamentary elections and for a 
referendum on a new constitution. The TAL would serve as the legal foundation 
upon which the new Iraqi Interim Government would operate. 

The CPA also prepared to pass oversight of the U.S. reconstruction program 
to a new U.S. Embassy, the first in Iraq since 1991. By the end of June 2004, the 
Department of Defense formally handed over management of the reconstruc-
tion program to the Department of State, and a new set of ad hoc organizations 
assumed control of a faltering reconstruction mission.

The Transitional Administrative Law
The November 15, 2003 transition agreement anticipated the transfer of sover-
eignty to an interim Iraqi government by the end of June 2004.1 But certain Iraqi 
leaders—including the Grand Ayatollah Sistani—disagreed with Bremer about 
how the new interim government should be chosen. Bremer proposed holding 
caucuses in each of the provinces; Sistani insisted on national elections.2 

In early 2004, the United States and the Iraqi Governing Council turned to 
the UN for help. It appointed Special Envoy Lakhdar Brahimi, a former Algerian 
foreign minister who had recently served as the Special Representative of the UN 
Secretary General in Afghanistan.3 When Brahimi and his UN team arrived in 
Iraq, they quickly concluded that it was logistically impossible to hold national 
elections before the June 30 transfer of sovereignty. He proposed deferring the 
elections until after the transfer. The Iraqis accepted the recommendations, and 
the CPA turned to the work of developing the TAL.4 

* President George W. Bush, “'We Will Finish the Work of the Fallen,” Remarks by the President, April 
14, 2004.
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Through the TAL, the CPA sought to enshrine the core principles of Western 
federalism in Iraqi law; but the Iraqis quickly voiced their disagreement. The 
Sunnis wanted a united Iraq, so they could continue to play an important role, 
while Shi’a clerics, led by Sistani, were adamant that the law be clearly informed 
by Islam.5 Finally, on March 8, 2004, the CPA and the Iraqi Governing Council 
approved the TAL, a consensus document full of compromises.6 

The TAL served effectively as Iraq’s interim constitution, with 62 articles that, 
among other things, guaranteed fundamental rights for all Iraqis, outlined the Iraqi 
Interim Government’s authority, and defined a timeline for electing a permanent 
democratic government in Iraq. It provided that all Iraqi laws—including the 
regulations, orders, and directives promulgated by the CPA and in place before 
the June 30, 2004 transfer of sovereignty—would remain in force unless amended 
or rescinded by the Iraqi Interim Government or its successors. It made Islam the 
official faith of Iraq, stating that it was “to be considered a source of legislation.”7 In 
an important concession to the Kurds, the law recognized the Kurdistan Regional 
Government, giving it control over its police forces and internal security.8 

The TAL provided for an eighteen-month transition period, requiring three 
national elections in less than a year. The Iraqi Interim Government would 
commence operations no later than June 30, 2004, and would hold the first 
election—for provincial councils and the National Assembly—by January 31, 
2005. The National Assembly would draft a constitution by August 15, 2005, with 
the Iraqi people voting on it no later than October 15, 2005. National elections 
would occur by December 15, 2005, for the Council of Representatives, which 
would be seated by the end of the year.9 

The task of forming the Iraqi Interim Government was given to Brahimi, who 
worked closely with U.S. officials and Iraq’s major political leaders in developing 
the new government. At the end of May, the Iraqi Governing Council chose one 
of its members, Ayad Allawi—a secular Shi’a who had lived in exile during the 
Saddam years—as interim prime minister. On June 1, 2004, Brahimi and Allawi 
announced the formation of the new Iraqi Interim Government, including the 
president, the deputy prime minister, two vice presidents, twenty-six ministers, 
and five ministers of state.10

The Use and Misuse of the Development Fund for Iraq
About $20 billion dollars, predominantly from oil sales, were deposited into the 
Development Fund for Iraq from May 2003 to the transfer of sovereignty to the 
IIG in June 2004. The DFI roughly equaled the total of both IRRF appropria-
tions ($20.9 billion) approved by the Congress. The CPA used most of the DFI 
to fund Iraq’s national budget, which chiefly supported ministry operations. A 
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smaller portion of the DFI—$7 billion—went to CPA-approved relief and re-
construction efforts.11 

SIGIR audits found that the CPA failed to exert adequate control of the DFI 
used to support the Iraqi national ministries or reconstruction projects.12 An audit 
of DFI disbursements to Iraqi ministries made through the national budget pro-
cess concluded that the CPA failed to enforce adequate management, financial, 
and contractual controls over approximately $8.8 billion of DFI money. SIGIR 
found that there was “no assurance that the funds were used for the purposes 
mandated by [UN] Resolution 1483.” Ambassador Bremer and the CPA dis-
agreed with SIGIR, arguing that the auditors had failed to account for the very 
difficult security environment the CPA operated in and ignored the steps taken 
to improve recognized management weaknesses. Although it acknowledged the 
extraordinary danger confronting the CPA, SIGIR nevertheless found that the 
“CPA management of Iraq’s national budget process and oversight of Iraqi funds 
was burdened by severe inefficiencies and poor management.”13 Moreover, SIGIR 
concluded that the chaotic circumstances required more stringent oversight—
not less, as the CPA suggested.

The CPA appeared to be averse to oversight of the DFI. Dov Zakheim, the 
Pentagon comptroller, said that Bremer “resisted the creation of the IAMB for 
a very long [time]” because “he didn’t want to be audited by a bunch of interna-
tional auditors.” Zakheim added, “You can have rules, but if you resist the auditing 
and you resist the implementation of the rules…what kind of rules are they?”14  

The CPA did not appoint an accounting firm to audit its use of the DFI until 
March 2004.15 Work started on this audit only after the CPA signed the contract 
with KPMG on April 5, 2004—nearly a year after the DFI had been established 
and less than three months before the CPA would expire. 

DFI Spending Frenzy
In late April 2004, as the handover of sovereignty to the Iraqi Interim Government 
neared, Ambassador Bremer ordered his staff to step up the expenditure of DFI 
funds while the CPA still had control of them and could use them to support 
reconstruction projects.16 Spike Stephenson, the USAID Mission Director in 
Iraq, described this process as “a frenzied initiation of activities.”17

On May 15, the Program Review Board approved the very general expendi-
tures of some $2 billion for major projects: Iraqi security forces ($500 million), 
improvements in the electricity sector ($315 million), oil infrastructure recon-
struction ($460 million), and supporting the Iraqi Property Claims Commission 
($180 million).18 Some PRB members disputed the proposed expenditures. Neil 
Hawkins, an Australian foreign aid official, said that five voting members thought 



• 156 •

• Chapter 15 •

the proposals, initially presented as one package on May 12, were “inadequately 
documented.” He added, “You have one paragraph, half a page, for $70 million…
You had to say, ‘That’s not good enough.’” The documentation was improved 
before the final vote three days later, when most, but not all the components were 
approved.19 Bremer was furious at the resistance.20 

During the final six weeks before the handover, more than $5 billion was 
either transferred to Iraq’s ministries or committed to CPA-administered recon-
struction projects—amounting to over one-third of all the DFI funds that the 
CPA disbursed during its entire fourteen-month existence. In the week before the 
transition, CPA officials ordered urgent disbursements of more than $4 billion 
from the Federal Reserve, including one shipment of $2.4 billion—the largest 
in the bank’s history.21 

Operation Plan Sovereign Iraq
In concert with the transfer of sovereignty to the IIG, White House officials 
wanted to normalize relations with Iraq’s new government by establishing a U.S. 
embassy in Baghdad, moving responsibility for managing the U.S.-Iraqi relation-
ship to the State Department. 

On March 19, 2004, an interagency Transition Planning Team arrived in 
Baghdad to develop what became known as “Operation Plan (OPLAN) Sovereign 
Iraq.” The OPLAN was the first attempt since the 2003 invasion to develop an in-
teragency strategy for the coordination of efforts to stabilize and rebuild Iraq. To 
develop the OPLAN, joint assessment teams looked at security, staffing, financial 
management, acquisitions and contracting, and communications. 

Not surprisingly, the Transition Planning Team identified security as the 
foremost problem in Iraq but offered no proposals for reducing the violence.22 
During the CPA’s existence, the U.S. military’s mission did not include providing 
security for either U.S. civilian government agencies or private firms contracted 
for reconstruction projects. Thus, the CPA and the private firms working to re-
build Iraq had to hire private security companies to protect them. 

By May 2004, the State Department, USAID, USACE, and the CPA had all 
contracted with private security firms.23 The transition team identified twelve 
different private security contractors providing “various levels of force protec-
tion” and recognized that these private contractors would continue to play an 
important role supporting the U.S. program Iraq.24 

The OPLAN perpetuated the bifurcated military command and civilian man-
agement structures. The military would continue to report to CENTCOM, while 
the civilians working on reconstruction would report to the new ambassador. 
Although the OPLAN urged cooperation and coordination, it did not mandate 
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it, stating only that the Commanding General of the Multi-National Force-Iraq 
should serve as the principal military advisor to the ambassador.25

On May 11, President Bush issued National Security Presidential Directive 
36, legally formalizing key aspects of the OPLAN.26 The State Department, 
through the Chief of Mission to Iraq, would be in charge of all U.S. activities in 
Iraq except for military operations and the development of Iraq’s security forces, 
which would be the Defense Department’s responsibility. The new directive also 
established new ad hoc organizations to manage the reconstruction program: 
the Iraq Reconstruction Management Office (IRMO) and the Project and 
Contracting Office (PCO).

IRMO and PCO inherited the mission of CPA’s PMO. IRMO, under the 
jurisdiction of the State Department, absorbed most of the CPA’s former senior 
advisors (now known as senior consultants), who would continue to provide 
technical and operational reconstruction assistance to the Iraqi ministries.27 
IRMO eventually concentrated its efforts on building the capacity of the minis-
tries to function independently.

The PCO, a temporary organization within the Defense Department, pro-
vided acquisition and project management support for the execution of IRRF 
construction and non-construction projects. The U.S. Army was responsible 
for funding, staffing, and operating the new office. Under the transition plan, 
the PCO would be “responsive” to the U.S ambassador to Iraq “concerning the 
requirements and priorities for projects to support reconstruction programs that 
are unrelated to the Iraqi Security Forces” and to the Multi-National Force-Iraq 
commanding general “with respect to requirements and priorities concerning 
training and equipping the Iraqi military and police forces.”28 

The PCO took over management of approximately $12.4 billion of the $18.4 
billion of IRRF 2.29 It also took over the financial management systems used to 
prepare the quarterly Section 2207 Report to the Congress. Although the organiza-
tion was run by USACE, it fell under chief of mission authority, reporting to the 
embassy’s deputy chief of mission, as did IRMO.30 These crossed lines of reporting 
created operational conflicts as the IRRF 2 process unfolded.

CENTCOM consolidated Coalition military forces under the new Multi-
National Force-Iraq (MNF-I), with Multi-National Corps-Iraq (MNC-I) 
controlling operations. At the end of June, it also established the Multi-National 
Security Transition Command-Iraq (MNSTC-I) to organize, train, and equip 
Iraq’s security forces. 
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Leaving the Provinces
The CPA had opened offices in seventeen of Iraq’s eighteen provinces. The 
OPLAN eliminated all but four: Kirkuk, in Tameem province; Mosul, in Ninewa 
province; Basrah, in Basrah province; and Hilla, in Babil province. Although 
driven by security concerns and budget constraints, the decision also reflected 
an attempt to transition to the more traditional structure of an embassy. The 
OPLAN called for civilians to be “embedded” in military commands in five 
regions. They would serve with the military civil affairs units supporting recon-
struction and capacity-building initiatives. These early attempts at civil-military 
cooperation would evolve into the Provincial Reconstruction Team program 
under Ambassador Khalilzad.

On June 8, 2004, UNSCR 1546 endorsed the formation of the Iraqi Interim 
Government and approved the timetable for elections and the referendum on 
Iraq’s new constitution. The UNSCR also noted the presence of the multinational 
force in Iraq, authorizing it to take all necessary measures to preserve the security 
and stability of Iraq.31 

The End of the CPA
The CPA, which the UN had recognized in UNSCR 1483 as an “occupation 
authority,” had several missions assigned to it by the U.S. government and the 
international community, including: the administration of Iraq; the reform of the 
country’s bureaucratic, security, and economic institutions; the repair of Iraq’s 
infrastructure; and the establishment of a democratic foundation for a consti-
tutional government that would represent all of the country’s people.32 Each of 
these missions required a mammoth effort; tackling them all simultaneously, as 
the CPA had sought to do, called for a level of operational synchronization that 
was simply beyond the CPA’s capacity. 

When the CPA came into being, it did not have the staff or resources to lead 
a comprehensive rebuilding program in Iraq. The Defense Department, which 
was given the lead over postwar Iraq by NSPD 24, had failed to provide the CPA 
with sufficient numbers of qualified staff and an integrated overarching plan that 
articulated achievable objectives for the rebuilding of Iraq. Operating in a crisis 
environment, the CPA had no time to deliberate or develop alternative imple-
mentation plans. Ambassador Bremer made quick decisions that responded to 
changing circumstances on the ground. This process yielded some ill-advised 
orders that undermined the CPA’s capacity to achieve its very ambitious recon-
struction goals. 

In 14 months, the CPA promulgated more than 100 orders, numerous 
regulations, memoranda, and public notices addressing everything from de-
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Ba’athification and reforming the criminal justice system to disbanding the Iraqi 
army and amending trade laws. It stood up new security organizations, including 
a new Iraqi army, the Iraq Civil Defense Corps, and the Facilities Protection 
Service. It created new departments and ministries for Iraq, including the Ministry 
of Electricity, the Department of Border Enforcement, the Ministry of Science 
and Technology, the Ministry of Environment, the Ministry of Human Rights, 
and the Ministry of Defense. To fight endemic corruption, the CPA established 
an Iraqi inspector general system, based on the U.S. model, and the Commission 
on Public Integrity. It appointed an independent electoral commission to ensure 
free and fair elections and promulgated regulations seeking to decentralize the 
authority of Baghdad by devolving power to local government. The CPA orders 
also reformed banking laws, the penal code, government salaries, and traffic regu-
lations; opened the country to foreign investment; and established a modern 
stock exchange.33

The CPA helped shape the development of a democratic Iraq, but it never had 
the organizational capacity to realize many of its goals. It was forced to improvise, 
creating ad hoc offices such as the PMO to perform vital reconstruction tasks. 
These offices filled boxes on ever-expanding organizational charts but remained 
under-staffed and under-resourced from the CPA’s inception until its end. 

In a hastily arranged ceremony, the CPA folded its tent in the Green Zone on 
June 28, 2004, returning sovereignty to Iraq two days ahead of schedule. As its 
senior officials departed, the CPA issued a glowing report card on itself titled, “An 
Historic Review of CPA Accomplishments.” Ambassador Bremer compared the 
reconstruction of Iraq to the Marshall Plan, and the CPA’s self-assessment ended 
with a list of achievements purporting to show that the CPA had done more in a 
shorter period of time in Iraq than the United States had accomplished nearly six 
decades earlier in postwar Germany. For example, Bremer noted, the CPA had 
created an independent central bank in two months; Germany did not have one 
for three years. Iraq became independent after one year; German sovereignty did 
not come for a decade. The CPA had “trained a new military” in three months; in 
Germany it took ten years. The CPA put together a reconstruction program in 
just four months; the Marshall Plan was designed over three years.34 

The CPA’s self-assessment missed the mark. The Iraq it left behind was in a 
perilous state. The Coalition’s record on improving security, providing essential 
services, jumpstarting the economy, and laying the foundation for good gover-
nance was very mixed. The CPA concluded that “Iraq has many challenges ahead; 
however, it is poised to be a nation united, prosperous, and able to take its rightful 
place as a responsible member of the region and the international community.”35 
This was a remarkably optimistic assessment given the environment in which it 
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was issued. Iraq had slipped into the grip of a fierce insurgency, more U.S. troops 
were dying almost every day, and the occupation had soured many Iraqis on the 
continuing U.S. presence in their country. It would be up to Ambassador John 
Negroponte and General George Casey to develop new approaches to address 
the most serious threat to the continuing reconstruction of Iraq: security. 

The Marshall Plan and the Iraq Reconstruction Program 

From 1948 to 1951, the Congress appropriated more than $12 billion for the 
Marshall Plan, equal to about $100 billion in 2008 dollars.36 The four-year 
program, a joint U.S.-European venture, provided aid to sixteen countries 
in the wake of the devastation of Europe caused by World War II.

The most salient difference between the Iraq program and the Marshall 
Plan was that the latter’s aid was conditional, with each recipient country 
required to deposit money into a counterpart fund. U.S. money spent on 
rebuilding Iraq was not made contingent on any contribution from Iraq.37 
It effectively was a series of huge grants.

The Marshall Plan’s Economic Cooperation Administration (ECA), an inde-
pendent agency created by the Congress, managed the program for its 
entire four-year duration.38 The management of the U.S. reconstruction 
effort in Iraq, however, changed hands four times in two years—from the 
NSC to ORHA to the CPA to the U.S. Embassy.

Those who developed the Marshall Plan methodically and successfully 
cultivated widespread bipartisan congressional and public support, even 
though opposing parties controlled the White House and the Congress. 
Secretary of State George C. Marshall made an extensive speaking tour 
of the country, selling the idea of an enormous foreign aid program for a 
defeated enemy. The head of the ECA in Washington was auto-industry 
executive Paul Hoffman, a Republican Party leader; his deputy in Paris 
was former ambassador and businessman Averill Harriman, a Democratic 
Party leader. Hoffman gave some 150 speeches about the Marshall Plan’s 
value.39 In contrast, the CPA’s IRRF 2 request was conceived, prepared, 
and presented in less than three months; the Congress passed it after 
only four days of debate.

The Marshall Plan recruited a mix of experienced civil servants and pro-
fessionals from the private sector and academia. Thousands of talented 
candidates applied for each job opening, with only 1 out of every 200 
hired. A streamlined deployment process was able to get prospective 
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employees medically examined, then hired and issued security clear-
ances, passports, and travel vouchers in only two days.40 The standard 
tour of service with the ECA was two years. 

The CPA staff, cobbled together and roiled by conflicting lines of author-
ity and institutional allegiances, had a very uneven quality. Although 
some personnel were hired and deployed quickly, others had to wait up 
to ten months. Turnover was high; most CPA officials served for only a few 
months.41 Similar turnover problems afflicted the U.S. Embassy when it 
took over the management of the reconstruction program.

The Marshall Plan was structured to restore the remnants of a demo-
cratic system. In Iraq, the United States sought to implant an entirely 
new system of government, building democracy where a dictatorship 
or monarchy had long prevailed. The nations in Western Europe had ho-
mogeneous societies, functioning institutions, a tradition of democratic 
governance, and advanced technical knowledge. They were also at peace. 
Iraq lacked a history of democratic government, had weak public insti-
tutions, and never had a diversified market economy.42 Violence in Iraq, 
stemming chiefly from sectarian disputes, undermined every aspect of 
the reconstruction effort. Above all, the Iraq program, unlike the Marshall 
Plan, never received adequate resources to match its ambitious vision.
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Essential Services Overview– Transition 
From the CPA to the Embassy 

Metric43
Pre-

invasion
Post-

invasion
CPA 

Transition

Electricity Production 
Megawatts 4,075 711 3,621

Oil Production 
Million Barrels per Day 2.58 0.30 2.16

Iraqi Security Forces
Soldiers and Police 1,300,000 7,000-9,000 87,00044

Telecommunications
Landline Subscribers 833,000 0 791,000

Mobile Subscribers 80,000 0 461,000

Human Toll
U.S Troop Fatalities - 139 862

Civilian Contractors - 1 46
U.S. Civilians - ~9 52

Iraqi Civilians - 7,413 16,848

Financial Cost ($ billions) 
U.S Funding - $3.45 $22.93

Iraqi Funding - $0.00 $16.00
International Funding - $0.00 $13.60

Total Funding - $3.45 $52.53

When Ambassador Bremer arrived in May 2003, electricity production averaged 
just 711 megawatts per day. At the time the CPA transferred sovereignty to the 
Iraqi Interim Government, production had risen to 3,621 megawatts.45 This sig-
nificant improvement in one year was still well below the 6,000 megawatts the 
CPA had set as its ultimate goal.46 The CPA effort to get electricity production 
up to 4,400 megawatts was fleetingly successful in October 2003, but the short-
term actions taken to meet that target proved counter-productive to long-term 
progress.47

Oil production increased fairly steadily in 2003 and 2004, but still suffered from 
the consequences of insufficient maintenance and poor infrastructure security. By 
the time of Ambassador Bremer’s departure, production had reached an average 
of 2.16 million barrels per day, a significant increase from the immediate postwar 
output, but still below prewar levels.48 



Part III
The U.S. Embassy Takes Charge

June 2004 to June 2005
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Chapter 16
Negroponte’s Revisions

Security was the paramount issue…without security, it was going 
to be impossible to move these economic projects forward…That 
was one of the fundamental corrections that had to be made.*

Ambassador John Negroponte 
U.S. Ambassador to Iraq (2004-2005)

Ambassador John Negroponte presented his diplomatic credentials to the Iraqi 
Interim Government on June 29, 2004, the day after the CPA passed sovereignty 
back to Iraq. The President had placed the new ambassador, who had been serv-
ing as the U.S. Permanent Representative to the United Nations, in charge of the 
largest and most challenging diplomatic mission in the world, which then had a 
staff of about 900 Americans and 550 Foreign Service Nationals.1 Negroponte 
would serve in Iraq for nearly nine months before leaving in March 2005 to be-
come the first Director of National Intelligence.2

Shortly after arriving in Baghdad, Ambassador Negroponte put the CPA’s re-
construction plans on hold and directed a thorough re-examination of the $18.4 
billion program. This review led to a series of IRRF 2 reprogrammings intended 
chiefly to improve security in Iraq by increasing funding for training and equipping 
Iraq’s security forces, and to strengthen democracy by increasing investment in the 
preparations for three elections scheduled for 2005. During Negroponte’s tenure, 
the U.S. government reallocated $4.41 billion of IRRF 2.3 

IRMO vs. PCO
Negroponte took the helm of a reconstruction program in transition. The re-
cently signed National Security Presidential Directive 36 defined the functions 
of two new offices—the Iraq Reconstruction and Management Office and the 
Project and Contracting Office. IRMO was a Department of State entity, and 
PCO was part of the Department of Defense. 

NSPD 36 placed IRMO in charge of formulating reconstruction policy, 
and the CPA’s advisors to the Iraqi government continued as ministry “senior 
advisors” within the new IRMO structure.4 The senior advisors operated as con-
sultants to Iraqi ministers by helping them coordinate ministry operations and 
reconstruction projects.5 

* SIGIR interview with Ambassador John Negroponte, former U.S. Ambassador to Iraq, February 12, 2008.
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The PCO inherited PMO’s duties to provide acquisition and project manage-
ment support to the U.S. relief and reconstruction program. It also took charge 
of providing program management services for IRRF projects “to ensure [the] 
integration of projects within and across infrastructure sectors and within and 
across other sectors when requested by IRMO or other agencies.”6 USACE pro-
vided technical support and quality assurance programs for PCO’s projects.

Although NSPD 36 sought to clarify reconstruction roles and responsibilities, 
its ambiguities actually aggravated the management situation in Iraq, making it 
more difficult to achieve unity of effort by fragmenting reconstruction respon-
sibilities. IRMO and PCO reported to different masters, the Multi-National 
Security Transition Command-Iraq managed its own affairs, and USAID con-
tinued to control its own programs. In practice, the chief of mission was only 
nominally in charge of the overall reconstruction program.7 The diffusion of 
authority limited Ambassador Negroponte’s ability to integrate reconstruction 
programs, weakened management capacity, and fed interagency tensions, all of 
which impeded progress. 

The PMO’s Dave Nash ran both the PCO and IRMO during the first two 
months after the transition. Ambassador William B. Taylor, a career diplomat with 
extensive reconstruction experience, replaced Nash as the head of IRMO in late 
summer 2004. Charlie Hess, who had served as director of the operations and 
response division of the U.S. Department of Homeland Security, took over as direc-
tor of the PCO at about the same time.8 Hess understood that he reported to three 
different people—the commanding general in Iraq, the secretary of the Army, and 
the ambassador—but he did not believe that he reported to the IRMO director.9 

The Strategic Review of IRRF 2
In early July 2004, the MNF-I command was upgraded to a four-star general with 
General George Casey replacing Lieutenant General Ricardo Sanchez as senior 
theater commander.10 General Casey’s and Ambassador Negroponte’s para-
mount concern was security. “I felt that we had moved into a reconstruction phase 
when we were still actually in a conflict phase,” said Negroponte. “We were in an 
insurgency.”11 Negroponte concluded that implementing economic develop-
ment projects would be fruitless as long as security remained a serious problem.12 
General Casey concurred, noting that the reconstruction program and military 
operations required integration in a way that was “mutually reinforcing.”13 

Ambassador Negroponte directed IRMO to conduct a complete review of 
the IRRF 2 program and to develop a new strategic plan that would address the 
problem that had most bedeviled the CPA—the breakdown of security across 
Iraq. He asked IRMO to analyze the original CPA spend plan and to provide 
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suggestions for adjusting its budget allocations among the ten reconstruction 
sectors.14 IRMO’s senior staff worked with USAID, PCO, and the military 
throughout the summer of 2004, identifying ways to use the IRRF 2 program to 
bolster Iraqi security capabilities.15 

In the spring of 2004, OMB had apportioned more than $11 billion of IRRF 
2 to four implementing agencies: Defense, State, USAID, and Treasury, with 
Defense receiving over three-quarters of the funds.16 By the time the CPA dis-
solved, only a small portion of IRRF 2 had been spent ($366 million).17 The 
Congress had earmarked $5.56 billion for electricity and $4.3 billion for water 
resources and sanitation. IRRF 2 program managers, however, had not planned 
to begin construction on major projects in these two sectors until 2005.18 
Ambassador Negroponte seized upon these funds as available capital that he 
could recommit—with congressional approval—to pressing new priorities, most 
notably security. 

The First Reprogramming
USAID’s mission director, Spike Stephenson, was barely on speaking terms with 
Admiral Nash when the Negroponte/Casey strategic review began. According to 
Ambassador Taylor, “the relationship between PCO and USAID was not good.”19 
USAID, which had been largely ignored during the creation of IRRF 2, welcomed 
the strategic review because it offered the agency a new opportunity to shape the 
reconstruction effort. “It gave us a chance to get in on the policy end of it,” said 
Stephenson. “Win or lose, you got to speak your piece.”20 

USAID’s piece was a proposed development package for more investment 
in capacity-building and democracy projects. It also sought an additional $200 
million for its Office of Transition Initiatives (OTI). The OTI had been providing 
expertise to military-led CERP projects, which were increasing Iraqi employ-
ment and promoting economic development. Through this program, USAID 
had helped implement many CERP projects, particularly in Baghdad. “We were 
doing them literally at the direct request of the major subordinate commanders,” 
particularly Major General Peter Chiarelli (then commanding the 1st Cavalry 
Division), said Stephenson.21

After listening to presentations from all of the major reconstruction and secu-
rity players, Ambassador Negroponte and General Casey agreed to move $3.46 
billion to programs to strengthen Iraq’s security forces, promote economic and 
private-sector development, build democracy, and prepare for the upcoming 
elections. The security sector alone received an increase of $1.81 billion from 
reprogrammed funds.22 At the same time, $1.94 billion was taken from the water 
sector and $1.07 billion from electricity.23
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Because the reallocations amounted to a more than ten percent shift in fund-
ing within IRRF 2, the State Department had to submit a request for congressional 
approval. Deputy Secretary of State Richard Armitage made the department’s 
case for the funding shifts before the House Appropriations Committee, stating 
that “our most urgent priority right now is security. Short-term stability and long-
term prospects in Iraq quite simply depend on improving the security situation.”24 
The Congress agreed, approving all the changes on September 30, 2004.25

The Second Reprogramming 
While the Congress evaluated Negroponte’s first reprogramming request, the 
State Department initiated a second review.26 PCO’s new director, Charlie 
Hess, objected and sent a long email to Ambassador Taylor stating that it was 
a bad idea to send another group of short-term “helpers” to “squeeze more hy-
pothetical dollars from the IRRF program to accomplish other much-needed 
program objectives.”27 Hess wanted to avert further delays in starting IRRF 
projects, which had been frozen during the first reprogramming. He believed 
that it was time to stop analyzing the program’s financial allocations and to start 
accomplishing rebuilding work. The contractors on the ground were accruing 
millions of dollars in overhead costs without producing much. “Every day that 
we rethink what we are all about is one less day of getting on with the job.”28 His 
complaints fell on deaf ears.

In December 2004, the State Department announced the second reprogram-
ming, moving $457 million in IRRF 2 money, again mostly out of the water sector. 
The reallocation restored $211 million to the electricity sector for quick-impact 
projects and transferred $246 million for projects to improve essential services 
in the embattled cities of Falluja, Samarra, Najaf, and Sadr City. The latter shift 
sought to mollify restive populations in the most dangerous parts of Iraq.29

For the second time in four months, Ambassador Taylor had to tell the 
Minister of Municipal and Public Works, Nesreen Berwari, that the funding for 
her water treatment, waste management, and irrigation projects was going to be 
cut significantly. She had worked closely with the CPA to develop the program, 
and Taylor, who had previously gone to her office to inform her of the first cut, 
did not look forward to giving her more bad news. Minister Berwari told Taylor 
she never wanted to see him in her office again. “She said it with a little bit of a 
smile,” Taylor said, “but not much.”30
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The Third Reprogramming
In the spring of 2005, Charlie Hess again was exasperated to learn that the State 
Department was planning yet another reprogramming of IRRF 2, this time 
focusing on new operations and maintenance efforts, the electricity sector, 
and project cost overruns. Hess complained to his Defense Department boss, 
Claude Bolton, Assistant Secretary of the Army for Acquisition, Logistics and 
Technology, stating: 

The impact of incremental reprogramming has a significant 
detrimental effect on the momentum of program execution 
(it slows the pace) and consequently results in increased 
overhead costs while we sort out the skills and contracting 
staffing levels necessary to execute the remaining work. This 
is particularly debilitating when accomplished in a series of 
back-to-back reprogramming exercises where, as we finish 
dealing with the first reprogramming cycle, it is followed by yet 
another round of reprogramming reviews. Again, this stifles 
momentum, generates added costs and typically reduces ef-
fectiveness of program dollars.31

Hess’s complaints again had no effect. 

On March 25, 2005, the State Department notified the Congress of its desire 
to reallocate $832 million.32 Drawing mostly from pending energy-sector projects 
and five large water projects, the realignment provided $225 million to bolster the 
essential services infrastructure in Baghdad, and $607 million to fund operations 
and maintenance programs.33 Sustainability had become an increasing concern 
among U.S. officials, who worried that Iraq did not have the capacity to maintain 
new or refurbished facilities once transferred.34 Most of the new sustainment 
funding went to the electricity sector.35 
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Iraq Relief and Reconstruction Fund Allocations by Sector for June 2004, December 
2004, and June 2005 ($ Millions)

Sector
June 2004 
Allocation

December 2004
Allocation

June 2005 
Allocation

Percent Change 
from Original

Security & Law Enforcement $3,235.0 $5,045.0 $5,017.6 55%

Justice, Public Safety 
Infrastructure, and Civil 
Society

$1,484.0 $1,953.0 $2,188.5 47%

Electricity Sector $5,465.0 $4,369.0 $4,318.5 -21%

Oil Infrastructure $1,701.0 $1,701.0 $1,723.0 1%

Water Resources and 
Sanitation $4,247.0 $2,279.0 $2,146.0 -49%

Transportation and 
Telecommunications 
Projects

$500.0 $513.0 $508.4 2%

Roads, Bridges, and 
Construction $368.0 $360.0 $334.0 -9%

Health Care $786.0 $786.0 $786.0 0%

Private Sector Employment 
Development $183.0 $843.0 $840.0 359%

Education, Refugees, 
Human Rights, Democracy, 
and Governance

$259.0 $379.0 $363.0 40%

Administrative Expenses $213.0 $213.0 $214.0 0%

Total $18,439 $18,439 $18,439

Source: OMB, Section 2207 Report, Funding Table, July 2004; and DoS, Section 2207 Report, Status of Funds, 
July 2005. Note: Totals may not add up due to rounding.

The Impact of the Reallocations
Negroponte’s reallocations reflected the U.S. government’s response to changing 
conditions in Iraq, chiefly the worsening security situation. They also demon-
strated recognition of the need to increase investment in Iraq’s political process. 
Each funding shift, however, caused the elimination or curtailment of planned 
or ongoing infrastructure projects.

The water sector suffered the most, losing nearly 50 percent of its funding 
(from $4.25 billion to $2.15 billion), which forced the cancellation of numer-
ous projects.36 The electricity sector was the second-hardest hit, suffering a loss 
of almost a quarter of its IRRF 2 money (from $5.47 billion to $4.32 billion), 
resulting in a reduction of proposed power projects. This cut planned increases 
in electricity capacity from 3,400 megawatts to 2,100 megawatts.37 

Notwithstanding these infrastructure funding cuts, Negroponte and Casey 
firmly believed that the reprogrammings were necessary to implement their new 
strategy. They recognized that the CPA’s vision had given inadequate weight 
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to security, democracy, and project sustainment.38 Along with the security and 
democracy increases, the reprogrammed funds supported new sustainment 
programs across the ministries.39 But these funds, although an important start, 
addressed only a fraction of Iraq’s operation and maintenance needs. As the State 
Department noted, “the process of capacity development to manage and sustain 
infrastructure projects will take time.”40 
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Chapter 17
Contingency Contracting and 
Program Management

I was the deputy prime minister in charge of reconstruction, and 
I still have difficulty understanding what USAID, IRMO, and 
GRD-PCO actually do.*

Dr  Barham Salih 
Deputy Prime Minister of Iraq (2004-present)

The United States struggled in Iraq to establish integrated contracting and pro-
gram management systems that could provide effective direction, support, and 
oversight of the reconstruction program. Beginning with the creation of the 
CPA’s Program Management Office in August 2003, a succession of contract-
ing and program management offices suffered under varying sets of complex 
contracting regulations, divergent chains of authority, changing program 
requirements and shifting reconstruction priorities. A shortage of qualified 
contracting officers, continuous staff turnover, and poor program management 
practices, particularly regarding quality assurance programs, weakened oversight 
of reconstruction projects. Finally, contracting officers did not have adequate 
information systems to track contract activity.

Contracting Shortfalls 
Every reconstruction project begins with a contract that defines the government’s 
expectations of a contractor. A good contract clearly describes the work require-
ments, the construction schedule, and the budget. Contractors perform only what 
the contract provides, albeit in an environment that anticipates change orders. 
The government manages quality-assurance programs to ensure contract com-
pliance, and the contractor manages quality-control programs to ensure that its 
workers accomplish contract requirements effectively. 

In February 2004, Brigadier General Stephen Seay took over as CPA’s Head 
of Contracting Activity. Seay brought an extensive Army contracting and pro-
gram management background to his new job. He inherited an office that was 
grossly understaffed and completely overwhelmed by hundreds of DFI contracts. 
The most serious problem was the dearth of qualified contracting personnel who 
could develop good project requirements and statements of work. 

* SIGIR interview with Dr. Barham Salih, Deputy Prime Minister of Iraq, June 20, 2006.
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Brigadier General Seay concluded that the contracting office could not man-
age the approaching wave of IRRF 2 contracts. He thus rapidly reorganized and 
expanded the small office, recruiting a dozen new people, including acquisition 
professionals who could draft statements of work, thereby free contracting of-
ficers to do their job of writing contracts.1 Seay also requested more lawyers “to 
troubleshoot solicitations and to support contracting so that procurement and 
construction delays did not result from disputes relating to the contracting pro-
cess.” He wanted to make sure that each solicitation and contract award process 
followed the FAR and the IRRF 2 statutory requirements.2 

Despite implementing many improvements, Brigadier General Seay still 
struggled with familiar problems: personnel shortages, poor program manage-
ment, and inadequate information management systems. For example, his staffing 
chart called for 69 people. Throughout his one year in Iraq, over a third of Seay’s 
staff positions remained vacant.3

Contracts and Task Orders 
A Pentagon team handled the contract award process for the twelve IRRF 2 con-
tracts but the PMO and then the PCO planned and managed their execution. 
Under the PMO’s organizational structure, the sector program-management 
contractors—private firms hired to help manage the design-build contractors—
were supposed to develop project requirements and prepare them for execution 
through task orders. They took reconstruction projects identified by the PMO/
PCO and defined the work requirements, schedules, and budgets.4 Seay’s con-
tracting office then took this information and developed task orders, which the 
PMO/PCO would assign to construction contractors. GRD provided quality 
assurance for the projects.

Developing and managing task orders in 2004 and 2005 proved to be dif-
ficult. The contracting office did not have management or information systems 
that could effectively track them. The PCO did not have enough information 
about potential projects to develop good scopes of work; and it had too few 
career government employees capable of negotiating with contractors to define 
good requirements. The SPMOs tried to fill this void, but they “were really just 
construction supervisors, not program managers.”5 

Seay attempted to solve these problems by holding program-wide reviews 
with all the contracting officers, program managers, and contractors. This reme-
dial measure had some success but Seay still had to contend with PCO program 
managers who “preferred to build facilities” rather than think through the “pre-
construction and task order award process.”6
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Andy Bailey, vice president of the Louis Berger Group, which had the program 
management contracts for three sectors—Communications and Transportation; 
Building, Education, and Health; and Security and Justice—thought that the de-
sign-build management concept was “brilliant,” but the execution poor. He said 
that the PMO/PCO had neither the systems nor the processes in place to sup-
port the effort. Moreover, there were serious disagreements regarding the proper 
role of contractors who served as program managers. For example, the contract-
ing office and the GRD argued for more government oversight, believing that 
too many contractors were overseeing other contractors.7 A SIGIR assessment 
later noted that “the many layers of management, including program manage-
ment contractors, made it difficult to determine who had ultimate authority over 
money, people, and projects.”8

Information System Challenges
The IRRF 2 legislation required the Administration to submit reports to the 
Congress every three months updating the use of the funds on a project-by-proj-
ect basis and including estimates of the costs required to complete each project. 
The Congress provided $50 million to develop a system to manage the program 
and track projects, but the PMO failed to create a good information management 
database for IRRF 2. 9 

When Brigadier General Seay arrived in early 2004, he found no existing 
information management program to track contracts. “We had to scramble to 
assemble an automated system,” he said. “There was a computer system in boxes, 
but there was no one who was a qualified system administrator who could set it 
up for us and keep it running.”10

In the absence of a single integrated database, each implementing agency 
established its own. USAID used its proprietary financial and program manage-
ment system while the Department of Defense used its system to track CERP 
projects. Because these systems were not compatible, someone from Seay’s office 
had to go to IRMO and PCO every day to ensure that everyone all had the same 
information on every contract.11

In 2004, in response to SIGIR audits criticizing the lack of a single project-
management system, the PCO created the Iraq Reconstruction Management 
System (IRMS), to integrate data on all projects in Iraq.12 Through IRMS, the 
PCO sought to reconcile various incompatible information management systems 
by developing a “PCO Solution” that would assemble essential data and thus allow 
managers visibility into the entire range of reconstruction activity.13 But it would 
be years before the United States had a reasonably integrated system to manage 
and monitor reconstruction. A subsequent SIGIR review found that the failure 
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to develop a cohesive information management system “hampered the work of 
others who rely upon the PCO data set for reporting purposes.”14 The IRMS ulti-
mately was able to track only about 70 percent of all reconstruction projects.

Contracting Waste
During the spring of 2004, the IRRF 2 design-build contractors quickly mobilized 
and deployed to Iraq, but most of the task orders for construction work were 
not ready. While the PMO and the contracting office struggled to develop task 
orders, the construction companies, awaiting new work, continued to charge high 
overhead costs.15 Five design-build firms during this period submitted invoices 
totaling $62.1 million in overhead costs and only $26.7 million in construction 
costs, an example of the scope of waste caused by project delays.16 

As costs rose, U.S. civilian and military authorities in both Baghdad and 
Washington became increasingly anxious to see reconstruction projects started. 
Apart from curbing waste, they wanted to demonstrate the U.S. commitment 
to Iraq by improving essential services, building the Iraqi Security Forces, and 
helping the Iraqi Interim Government prepare for the 2005 elections. They also 
hoped to undercut the insurgency by providing electricity, clean water, and jobs, 
while simultaneously stimulating economic progress and fostering democratic 
political processes. This new urgency forced the PCO to issue task orders rapidly, 
before they had been “definitized”—meaning before the government and the 
contractor had reached formal agreement on what would be done, how much it 
would cost, and when it would be completed.17 

Contracting regulations allow “undefinitized contracts” under two conditions: 
when there is not enough time to negotiate a definitized contract or when it is 
imperative to make a binding commitment that allows work to begin immediately. 
But by law, these contracts must eventually be definitized.18 A SIGIR audit found 
that some contracting officials in Iraq erroneously believed that the definitization 
requirements did not apply to Iraq task orders. This incorrect assumption caused 
millions of dollars in waste.19 

The Creation of the Joint Contracting Command-Iraq
In November 2004, CENTCOM formally established the JCC-I to support re-
construction and military contracting in Iraq.20 The Assistant Secretary of the 
Army for Acquisition, Logistics, and Technology designated Brigadier General 
Seay as the new commander of the JCC-I and appointed two Principal Assistants 
Responsible for Contracting, one to supervise U.S. military contracting and the 
other to manage reconstruction contracting. JCC-I assumed responsibility for 
managing all remaining DFI-funded contracts and for developing a training 
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program to help Iraqi ministries strengthen their contracting and procure-
ment procedures. USACE still maintained its own contracting office, based in 
Washington, D.C., with a forward contingent in Iraq.21 The change also did not 
affect USAID or the Department of State, which continued to write their own 
contracts and manage the IRRF 2 funds apportioned to them.22

A New Contracting Strategy
During the late summer of 2004, the embassy re-evaluated the wisdom of continu-
ing to use the large IRRF 2 design-build contracts. The reconstruction program was 
shifting emphasis from big infrastructure projects to targeted programs supporting 
security, governance, and economic development. Moreover, the design-build 
cost-plus contracts were proving too expensive and difficult to manage.

Task orders were issued under the design-build contracts on either a cost-
plus or fixed-price basis, but virtually all were cost plus “incentive fee” contracts. 
Under cost-plus contracts contractors are reimbursed for all expenses, regard-
less of whether projects are successfully completed. The incentive-fee formula 
determines the contractor’s award fee on top of the guaranteed fixed fee. The 
design-build contractors in Iraq usually received a guaranteed fee of three 
percent and were eligible for an additional incentive award fee of up to twelve 
percent. Thus, contractors could earn up to fifteen percent of the costs of any 
contract in award fees.23 

In the unstable environment of mid-2004, cost-plus contracts appeared to 
some to be tantamount to “an open checkbook.”24 The contractors countered 
these complaints by asserting that running construction programs in Iraq’s dan-
gerous environment justified the high costs. The government was also negligent 
in controlling costs. For example, many contracts had clauses that permitted the 
government to convert them from a cost-plus to a fixed-price contract (after a 
percentage of design work was completed). But government contracting offices 
failed to exercise these conversion provisions, and they were frequently excised 
from contracts after the first year. 

High contract costs ultimately led the PCO to stop issuing new task orders 
under the design-build IDIQ contracts and to begin contracting directly on a 
fixed-price basis with Iraqi firms.25 The FAR’s “simplified acquisition” rules, which 
require fewer bids and less cost data for contracts valued under $500,000, allowed 
contracting officers to rapidly award new work to local contractors. When the 
Congress increased the threshold for simplified acquisition to $1 million, more 
direct contracting became possible.26

In the fall of 2004, the high costs of the design-build contractors, the de-em-
phasis on large infrastructure projects, and a new push to create jobs led embassy 
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officials to urge the PCO to move work from big firms to Iraqi companies. PCO 
director Charlie Hess opposed the move. “My professional belief is that we are 
in an extremely precarious acquisition position if we attempt to move more than 
a modest amount of awarded work to some other contract vehicle (unless the 
contractor is failing to perform),” he wrote. “Work that has been awarded to the 
[design-build contractors] under full and open competition in accordance with 
the criteria established at the time of award should not be moved to accomplish 
other worthwhile purposes now.”27 

Hess believed that, because of increased security risks, the design-build 
contractors had opted to work through Iraqi subcontractors anyway. “The [de-
sign-build contractors] are on the hook for contract performance whether they 
subcontract with one firm or many firms,” he said. “On the other hand, as we at-
tempt to move to more direct contracting with Iraqi firms, the U.S. government 
takes on the risk of overseeing many more contractors in terms of execution and 
contract administration.”28 But the change in reconstruction strategy ultimately 
proved beneficial and began to reduce costs.

Monitoring Costs and Performance
In the IRRF 2 legislation, the Congress required the Administration to provide 
continuing analysis on how much it was going to cost to complete each IRRF 
2 project. Cost-to-complete estimates determine the amount of work, time, 
and money needed to finish an ongoing project.29 But neither the CPA nor 
the embassy was able to develop a system that provided consistent cost-to-
complete analysis. 

The lack of an integrated program management system significantly con-
tributed to this shortfall. A 2005 SIGIR audit concluded that “IRMO, as well as 
GRD-PCO, MNSTC-I, and USAID (the reporting entities), failed to develop 
methodologies to assure reliable and transparent cost-to-complete reporting.”30 

PCO Merges with GRD
When the PMO was first established, USACE provided construction manage-
ment and quality assurance for IRRF 2 construction projects. The Defense 
Department always envisioned that USACE, which had more experience in 
managing projects during the construction and closeout phases, would eventu-
ally assume all program management responsibilities for IRRF 2 infrastructure 
projects.31 In March 2005, the PCO submitted a plan to merge with the GRD. On 
October 14, 2006, the PCO ceased to exist, and the GRD thus became the sole 
entity responsible for overseeing the completion of the Defense Department’s 
IRRF 2 construction program.32
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Moving Forward
As the IRRF 2 program matured, the U.S. government reformed and reorga-
nized reconstruction offices in Iraq, seeking to improve coordination within and 
among agencies. Some changes—such as the formation of JCC-I—incrementally 
helped. But others—such as the creation of the PCO and IRMO, with their am-
biguous lines of authority—perpetuated existing problems. 

The various reorganizations invariably created new layers of management, in-
terweaving public- and private-sector program managers. But none of the reforms 
vested anyone with the ultimate responsibility—and authority—for the entire 
reconstruction program. As a result, there was plenty of management oversight, 
but little accountability.33

Contracting and program management problems—coupled with the tur-
bulence engendered by constant organizational change—affected the ability of 
construction firms to build projects on time and within budget. To add to these 
many troubles, they were building in a war zone.
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Building in a War Zone

I felt that because we instituted the program when we did, we had 
to spend a disproportionate amount of the money on security. I 
realize that’s now accepted as a fact of life, but the cost seemed to 
me very, very high.*

Ambassador John Negroponte 
U.S. Ambassador to Iraq (2004-2005)

No aspect of the U.S. program to rebuild Iraq was left untouched by the escalat-
ing violence of 2004 and 2005. Coalition troops and members of Iraq’s security 
forces were not the only ones dying: insurgent attacks claimed the lives of many 
reconstruction workers. More than 400 non-Iraqi civilians had died by September 
2005. Of the 147 U.S. civilian deaths that had occurred as of October 2005, 117 
were contractors killed by insurgents.1 The number of non-Iraqi contractor deaths 
would continue to rise, nearing 1,300 by the end of 2008.2 

Iraq’s dangerous environment posed serious challenges for both design-build 
contractors and the PCO’s program managers. It was often impossible to carry 
out projects in dangerous areas. And it was more difficult to draft contracts with 
well-defined statements of work when contracting personnel could not visit proj-
ect sites. Similarly, U.S. government quality-assurance personnel frequently could 
not monitor project progress because of rising conflict. 

Reconstruction Under Fire
Violence also impinged upon the relationships between U.S. reconstruction 
officials—whose travel outside the Green Zone was increasingly circum-
scribed—and their Iraqi counterparts. Insurgent attacks on building sites and on 
the convoys carrying supplies to them delayed construction work. Intimidation 
of Iraqi employees caused frequent work stoppages. And the design-build firms 
and their subcontractors experienced a high turnover in Iraqi staff, as person-
nel were killed or fled to escape the violence. By the end of 2005, deteriorating 
security conditions had severely slowed work and driven costs higher in every 
reconstruction sector, threatening the entire effort. 

The increasing conflict altered the reconstruction program in two signifi-
cant ways. First, the United States had to reprogram resources within IRRF 2 

* SIGIR interview with Ambassador John Negroponte, former U.S. Ambassador to Iraq, February 12, 
2008.
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to fund the massive expansion of Iraq’s security forces. These reprogrammings 
had the effect of canceling hundreds of planned and ongoing projects, causing 
what came to be termed a “reconstruction gap”—the difference between what 
was intended and what was actually built.3 Second, the direct security costs for 
every reconstruction contract escalated. A 2005 SIGIR examination of nine major 
construction firms that were awarded IRRF 2 contracts found that security costs 
accounted for up to 16.7 percent of the contract price, more than double the 
original estimates by PMO.4

The U.S. military’s mission did not include providing security protection 
for U.S. civilian government agencies and contractors. These organizations 
consequently hired private security companies to protect their employees.5 
By December 2004, government agencies and reconstruction contractors had 
obligated more than $766 million for private security firms.6 Despite this large 
expenditure, neither the State Department nor the Pentagon had complete data 
in 2005 for what these companies actually cost or on the number of people they 
employed in Iraq. The Defense Department could only estimate that at least 60 
private security providers employed as many as 25,000 people.7 But without the 
protection provided by these firms, neither the U.S. civilian agencies nor the con-
tractors they employed would have been able to perform their missions. In 2008, 
a SIGIR review found that $5.3 billion had been obligated to 77 private security 
contractors to provide security services in support of U.S.-funded projects and 
programs since 2003.8

In the face of growing violence, the U.S. government pressed ahead with 
major infrastructure projects to improve the provision of essential services. Both 
the U.S. military and civilian leaders hoped the enhancements would help sustain 
military successes in the fight against the insurgency. But SIGIR audits of key 
programs in the oil, electricity, water/sewerage, and health sectors revealed that, 
between June 2004 and July 2005, the United States reconstruction program 
made only limited progress because of the unstable security environment.

The Oil Sector
Under the IRRF 2 program, two design-build firms—Parsons Iraq Joint Venture 
(PIJV) in the north and KBR in the south—worked on oil projects to rehabili-
tate pipelines, refineries, gas-oil separation plants, and export facilities. KBR, as 
part of Task Force RIO, had operated in the southern oil sector since the March 
2003 invasion.9 By July 2005, the United States had provided about $2.7 billion 
in U.S.-appropriated funds and another $2.7 billion in Iraqi funds—much of it 
going to KBR—to rebuild Iraq’s oil infrastructure, import refined fuels, develop 
oil security and pipeline repair teams, and provide technical assistance.10 
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Despite this significant U.S. investment in the oil sector, Iraq’s production fell 
after reaching a peak of 2.54 million barrels per day (MBPD) in September 2004. 
From June 2004 to June 2005, Iraq averaged less than 2.2 MBPD and exported 
only about 1.4 MBPD.11 The worsening security environment, inadequate con-
tractor performance, and frequent program changes accounted for the decline in 
oil production.12 In October 2004, the State Department reported that security 
had driven cost estimates higher and caused delays in projects to repair oil export 
terminals, pump-compressor stations, and gas-oil separation plants.13 

In January 2005, a significant decrease in the levels of oil production and 
exports stemmed from “the number and locations of pipelines sabotaged, com-
bined with an inability to secure some strategic pipelines.”14 Attacks on the 
northern pipeline brought all pipeline exports from the Kirkuk oil fields to a halt 
in December 2004.15 Iraq’s Ministry of Oil reported that insurgents launched 
186 attacks during 2004, causing more than $6 billion in damage to oil fields 
and pipelines. At least 138 oil-security and technical employees were also killed 
during this period.16 

The Qarmat Ali Water Treatment Plant
Security was the largest but not the only problem afflicting the oil sector. 
Reconstruction planners frequently failed to coordinate oil sector projects suf-
ficiently, making it difficult to achieve production objectives. In Iraq’s southern oil 
fields, for example, years of underinvestment and poor maintenance made it impos-
sible to sustain the underground pressure needed to pump oil out of the ground. 
Clean water had to be pumped into the fields to produce sufficient pressure. But 
the only source of clean water was the Qarmat Ali water treatment plant and the 
collection of 48-inch pipes that carried its water to eight pump stations.17 

Task Force RIO contracted with KBR for a $225 million project to refurbish 
the Qarmat Ali water treatment plant. By August 2004, KBR had completed 
much of the work, and six of the eight water-injection pump stations were opera-
tional. But repeated breakdowns of the corroded pipes prevented the system from 
injecting the necessary amounts of water into the oil fields. KBR’s contract did not 
include repair of the field-pipes, so the PCO issued another task order to repair 
the pipes.18 This project was still ongoing in mid-2006 because of delays due to 
the degraded state of the delivery systems.19 The failure to complete the Qarmat 
Ali project significantly limited the productivity of the southern oil fields. 

In late 2004, the PCO became increasingly concerned about KBR’s “failure 
to adequately control and report costs” of its rehabilitation work in the south-
ern oil fields. The PCO issued a “cure notice”—or intention to terminate the 
contract—unless KBR provided a more detailed explanation of costs by January 
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29, 2005.20 Six months later, KBR finally convinced the PCO that it had satis-
factorily addressed the cost issues. But during this period, the PCO decided to 
begin shifting work to PIJV, which had the oil sector contract for the north. In 
the spring of 2005, PIJV mobilized its resources southward to conduct facilities 
assessments, and the PCO eventually gave it much of the southern oil sector work 
originally intended for KBR.21

The Al Fatah Pipeline Crossing
The oil sector problems in northern Iraq were also challenging. During the in-
vasion that toppled Saddam Hussein, the United States inadvertently bombed 
the Al Fatah Bridge, destroying the fifteen oil and gas pipelines it carried across 
the Tigris River. The damaged lines included the major crude-oil pipeline that 
originated in the rich Kirkuk oilfields and angled 100 kilometers southwest to Al 
Fatah, where it crossed the Tigris to supply Iraq’s largest refinery and the power 
plant at Baiji.22 Al Fatah also connected the oil fields to the Ceyhan pipeline, the 
direct avenue for oil export to Turkey. The loss of this important connection 
cost Iraq at least $5 million per day and contributed to keeping export levels 
below prewar levels.23

On June 8, 2003, a group of Task Force RIO engineers, along with repre-
sentatives from KBR, USAID, and Bechtel, visited the Al Fatah project site and 
concluded that the easiest way to repair the pipelines was to restore the bridge 
and install new pipes across it. The engineers recommended that USAID use 
its Bechtel contract to rebuild the bridge and that Task Force RIO use its KBR 
contract for the pipe installation. Task Force RIO engineers estimated the proj-
ect’s total cost at about $5 million and calculated that it would take two to four 
months to complete.24 

The first delay occurred when Bechtel said it could not start the job for two 
months. The CPA and Iraq’s Ministry of Oil, concerned that the site was vulner-
able to insurgent attacks, looked for an alternative solution. One of the CPA’s oil 
experts suggested using a technique called “horizontal directional drilling,” which 
entailed excavating a tunnel under the river for the placement of pipes. With CPA 
approval, the advisor contacted Laney, Inc., an American company that special-
ized in horizontal drilling. Laney advised that a 40-inch crude-oil pipe could be 
installed in as little as six weeks, depending on soil conditions.25 

The CPA considered awarding a sole-source contract to Laney so work 
could proceed quickly but instead authorized KBR to manage a competitive 
subcontracting process for the project.26 KBR posted the Al Fatah job, received 
responses from four qualified bidders, and awarded the subcontract, valued 
at nearly $50 million, to a joint venture of Wilbros, Inc., and Laney. KBR also 
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awarded a $10,000 contract to Fugro, Inc., to do a geotechnical analysis of the 
Al Fatah soil. The Fugro report described the geology in the area as complex and 
recommended that KBR do further field exploration before beginning horizontal 
drilling.27 KBR instead opted against doing the field studies—a fatefully expensive 
decision, as time would reveal.

The subcontractors on the project mobilized in October 2003 but refused to 
begin work until a secure camp was established at Al-Fatah. Insurgent activity had 
made the area increasingly dangerous. By the end of January 2004, the contrac-
tors finally began horizontal drilling only to discover that the riverbed’s loose 
subsurface made it impossible to tunnel a hole large enough to accommodate a 
40-inch pipe.28 For the next five months, the contractors drilled unsuccessfully 
into the crumbling shale and loose gravel, with tunnels repeatedly collapsing. 
USACE finally cancelled the project in August 2004, a year after it had started. 
KBR attributed the failure to unforeseen subsurface geologic conditions. But the 
Fugro report had raised exactly this issue.29 

A SIGIR inspection found that USACE and KBR failed to ensure that the 
necessary engineering studies were completed before the project began. “The 
government and the contractor failed to adequately research, plan, design, and 
manage the project,” the SIGIR assessment concluded, and thus “$75.7 mil-
lion allocated to the project was exhausted, while only 28 percent of the drilling 
scope was completed.”30 Because this was a cost-plus contract, the government 
was unable to recover the taxpayer dollars that KBR unwisely spent—and thus 
wasted—on this project.

Oil Sector Challenges
Partly as a result of continuing cost problems with KBR, the PCO restructured 
the way it managed projects in the oil sector, melding the resources of the oil 
ministry’s state-owned enterprises with the expertise of design-build contractors. 
The design-build companies provided engineering, procurement, and technical 
support, while the Iraqi companies supplied labor and equipment for construc-
tion. This collaborative approach allowed the PCO to stretch the remaining IRRF 
2 funds for the oil sector and to complete repairs on more gas-oil separation 
plants than would have been otherwise possible.31

By the spring of 2005, the PCO had definitized task orders for 82 oil sector 
projects worth $781 million and was negotiating another 55 projects worth $323 
million. The delay in finalizing the 55 pending projects arose from a change in 
contracting strategy as well as an “insufficient staff to execute the workload.”32

The U.S. emphasis on increasing oil production meant that two important 
and related issues were left largely unaddressed: increasing the supply of refined 
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petroleum products and reforming Iraq’s subsidy system for those products. 
With little money in IRRF 2 for refineries, the embassy encouraged Iraq to invest 
in upgrading them.33 Estimates for rehabilitating the country’s existing refinery 
system ranged as high as $7 billion.34 

The shortage of refined fuels in Iraq presented a conundrum. Iraq needed 
to boost its supplies of refined fuels and increase its production and export of 
crude oil. But projects to increase refinery capacity and those to improve pro-
duction competed for the same limited ministry funds. Oil production projects, 
which quickly put cash in the government’s coffers, usually trumped refining. 
But that outcome limited Iraq’s capacity to meet its own refining needs, which 
made it more difficult to rebuild another vital sector that depended heavily on 
these fuels: electricity.

The Electricity Sector
From the start of the reconstruction program, increasing Iraq’s electricity pro-
duction to prewar levels was a top U.S. priority. When Ambassador Negroponte 
initiated his strategic review in mid-2004, the sector’s $5.54 billion allocation—
amounting to nearly one-third of IRRF 2—was divided among generation ($2.79 
billion), transmission ($1.55 billion), distribution ($998 million), an automated 
monitoring and control system ($150 million), and security ($50 million).35 
Negroponte’s reprogrammings first reduced and then restored IRRF 2 funds 
for electricity projects, so that by July 2005, the sector was down about twenty 
percent from its original IRRF 2 allocations.36 By the end of March 2005, about 
$5.7 billion in U.S. appropriations and Iraqi funds had been allocated to improve 
the electricity infrastructure across Iraq.37 Only the security sector would get 
more money—in fact, five times more. 

Although the U.S. reconstruction program made progress in rebuilding the 
electricity sector during the two years following the 2003 invasion, by the spring 
of 2005, Iraq’s average daily power output was still below prewar levels.38 U.S. 
officials attributed the shortfall to a litany of familiar problems: security, sabotage, 
shortages of appropriate fuels for generating facilities, limited ministerial capacity, 
inadequate operations and maintenance, poor program management, and project 
cancellations caused by cost overruns and realignments.39

The government had awarded contracts to four design-build firms to reha-
bilitate and rebuild the electricity grid in Iraq. Through the PCO, the Defense 
Department managed three of the firms: FluorAMEC Joint Venture for nation-
wide generation projects, Washington Group International for transmission and 
distribution projects in the north, and Perini Corporation for transmission and 
distribution projects in the south.40 
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About $1.1 billion in USAID money was contracted to Bechtel for the elec-
tricity sector work.41 Bechtel was supposed to implement 22 electricity projects 
during the 2003 to 2005 period, but SIGIR and USAID Inspector General au-
dits found that Bechtel’s projects frequently failed to meet their objectives.42 
The Bechtel effort at the Doura Power Plant, one of the main facilities providing 
electricity for Baghdad, illustrates the problems that design-build contractors 
encountered in the electricity sector.

The Doura Power Plant
USAID tasked Bechtel to rehabilitate two of the four steam turbines at the Doura 
power plant. The two turbines were designed to produce 160 MW each, but—
because of poor maintenance—neither was operational at the time of the 2003 
invasion. Bechtel began work at the plant on August 1, 2003, planning to complete 
the project within nine months. A series of delays pushed the completion date 
to the end of 2005, more than a year overdue, and the final cost was more than 
four times greater than planned (rising from $34.1 million to $121.1 million).43

The security situation at the project site had deteriorated in late 2003, and 
ministry employees and Bechtel’s subcontractors refused to go to work. The con-
tractor camp at Doura “was a shoot ‘em up place.”44 Bechtel beefed up security, 
and the U.S. military agreed to guard the gate to the project, a rare example—
during this period—of U.S. forces providing infrastructure security. Nevertheless, 
by the summer of 2004, several subcontractors had pulled out, and Bechtel had 
to employ new support for the project. 

The two Doura turbines were reported substantially complete by June 2005, 
but only one had been commissioned by February 2006.45 The other was almost 
ready, needing only a process called steam blowing before becoming fully opera-
tional. Because the project was over budget, USAID decided to turn it over to 
the ministry to complete the finishing touches.46 But the ministry was not ready 
to operate or maintain it.

In August 2006, one of the Doura units experienced “catastrophic failure” 
because of poor maintenance of the “exciter,” a key component that supplies 
power to the generator’s rotor. The ministry removed an exciter from another 
unit to replace the broken one, and the repaired unit operated until April 2007, 
when another major failure occurred. USACE/GRD then stepped in and took 
over the project, eventually bringing both units online by the end of the sum-
mer.47 But more U.S. money had to be expended on this project after it had been 
turned over to the Iraqis. 
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Case Studies in Waste
During 2004 and 2005, rising costs and the re-allocation of IRRF 2 funds forced 
the embassy to cancel or reduce the scope of several large projects undertaken by 
Bechtel and Perini in the electricity sector. These included building new power 
generation plants, as well as restoring transmission and distribution lines.

Bechtel: As part of the first realignment of IRRF 2 resources, USAID cancelled the 
$100.6 million Bechtel project to rehabilitate Units 4 and 5 of the Baiji Thermal 
Power Plant. The project would have increased the plant’s output by 275 MW, but 
USAID halted the project in late September 2004, just three months after it began. 
At that time, Unit 4 was producing about 125 MW, just 57 percent of its design 
capacity. About $7 million was spent on the project before its cancellation.48

USAID terminated another large Bechtel effort—the $381 million Mansuria 
Natural Gas Power Plant project—after very substantial U.S. investment. Bechtel 
was contracted to build two new electric plants about 65 miles northeast of 
Baghdad. The site was selected so that the plant could use the natural gas in the 
Mansuria fields to power its turbines. In February 2004, after an urgent request 
from CPA for a quick increase in the Baghdad electricity supply, USAID fast-
tracked the project, increasing costs. But it was halted in the summer of 2004 in 
the wake of the first IRRF 2 reprogramming.49 

The Mansuria power plant project was finally cancelled in the spring of 
2005, but not before Bechtel had billed the government for $62.7 million for a 
base camp and for the purchase of turbines, generators, transformers, and other 
equipment. In June 2005, USAID transferred much of the Mansuria equipment 
to the Ministry of Electricity, which said it would install all of it at projects in 
the Najaf area.50

Perini: In March 2004, the Defense Department awarded Perini a $500 million 
IRRF 2 contract to repair the electrical transmission and distribution lines in 
southern Iraq. By late 2004, however, the PCO concluded that Perini’s overhead 
costs—which included security costs—were too high and began to cut back on 
issuing task orders. The PCO eventually terminated half of Perini’s task orders 
because of its cost proposals that “significantly exceeded budgets and available fund-
ing,” and “concerns about the company’s management of project schedules.”51

Perini’s Basrah substation task orders illustrate the cost problem. Perini 
had received a task order in May 2004 for eight projects to improve Basrah’s 
electricity-distribution network. The PCO budgeted $36 million to rebuild five 
substations and to rehabilitate the distribution network. Substations convert 
high-voltage electricity from transmission lines to low-voltage electricity that 
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feeds distribution lines, which carry power to local communities. In July 2004, 
Perini submitted a $105 million cost proposal for these projects. The PCO then 
reduced the project’s scope to just the substation work, and Perini consequently 
dropped its price to about $44 million. By October 2004, further negotiations 
brought the cost down to about $23 million and work began. Perini completed 
the substations in September 2005, at a cost of $28.8 million.52 

A March 2006 SIGIR inspection of the substations reported that, although the 
construction met the “standards of the design,” they were not operating because 
the Ministry of Electricity had failed to install transmission and distribution lines 
as agreed.53 A follow-up visit by SIGIR found the substations finally operational 
in October 2006—more than a year and a half after Perini completed them.

Between June and October 2004, the PCO issued additional task orders to 
Perini to build more substations and distribution networks in Babil, Anbar, Thi-
Qar, Najaf, Umm Qasr, and Basrah. But by the end of the year, the PCO had 
terminated much of this work. A SIGIR audit found that Perini completed five 
of the ten task orders issued under the $500 million contract, and that the PCO 
cancelled the remainder. The U.S. government ultimately paid $123 million to 
Perini—including its mobilization costs and its $8 million award fee—on a con-
tract that produced just $26 million in finished projects.54

An Evolving Reconstruction Strategy
In late January 2004, the embassy used money freed up by de-scoping design-
build contracts to initiate a new Rapid Recovery Program with the Ministry of 
Electricity. The program sought to increase the hours of available power in ad-
vance of the January 2005 elections by completing projects begun during the 
CPA period that had been turned over to the ministry before completion because 
of cost overruns.55 Recognizing that the Iraqis did not have the capacity to man-
age and maintain new infrastructure, IRMO and PCO continued the shift away 
from the “design-build-handover” model, moving toward inculcating a “build-
train-handover” approach, which emphasized not just project completion, but 
also the need for Iraq to invest in operations and maintenance programs.56 

The Water and Sewerage Sector
The original IRRF 2 plan earmarked $4.33 billion for the water sector, giving it the 
second-highest infrastructure priority, behind electricity, but Negroponte’s strate-
gic reviews cut $2.2 billion from the sector.57 Nearly $1.5 billion of the remaining 
funds went to projects to provide clean drinking water for Iraq’s population. The 
rest was used to build sewerage systems, improve irrigation, and repair the 149-mile 
Sweetwater Canal in southern Iraq, which delivered fresh water to Basrah.58
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Three design-build contractors worked on U.S. water projects: Bechtel, 
FluorAMEC, and a joint venture between Washington Group International and 
Black & Veatch. By the summer of 2005, USAID had assigned 34 water and sani-
tation rehabilitation projects worth $369 million in IRRF 1 money to Bechtel.59 
Meanwhile, the PCO issued task orders funded by IRRF 2 to FluorAMEC and 
to Washington Group to provide potable water, build sewage systems, and help 
Iraq manage its water resources.60

As of June 2005, Bechtel had completed eighteen task orders, repairing six 
sewage treatment facilities, rehabilitating two water treatment plants, and con-
structing a large water-supply system for a city in southern Iraq. But a dozen of 
Bechtel’s water projects suffered significant delays.61 

A GAO assessment identified several reasons for the delays. GAO found that, 
in addition to ubiquitous security challenges, the CPA’s initial assessments for the 
sector had underestimated water-project costs by 25 to 50 percent, thus requiring 
the re-scoping of many projects and the cancellation of others. High staff turnover 
and poor project-site selection also created delays.62 

A SIGIR audit of the $500 million FluorAMEC contract found that, of four 
water sector task orders awarded to FluorAMEC in 2004, the PCO had termi-
nated two by July 2005 because of funding constraints caused by project delays.63 
The other two were significant projects, including the largest single IRRF 2 project, 
which was supposed to provide water to 300,000 Iraqis in the Nassriya area. 

The Nassriya Water Supply System
The PCO awarded the task order for the Nassriya water supply project in April 
2004, estimating then that it would cost between $90 million and $120 million. But 
shortly after FluorAMEC began construction in August 2004, the PCO’s water-
sector manager realized that the project’s cost would be much higher, and would 
exceed the available budget. He recommended merging two nearby water projects 
into the Nassriya project. In January 2005, the PCO definitized the task order for 
the merged projects at $172 million. Five separate modifications over the next year 
increased the price tag to just over $244 million. By October 2007, FluorAMEC 
had finished the Nassriya project and turned it over to the Iraqis, at a final cost of 
$277 million—almost three times the estimated cost, and about two years late.64 

Sustaining this complex water treatment facility became an issue. A September 
2005 GAO report concluded that “the long-term outlook for sustaining re-
constructed Iraqi [water] facilities remains unclear.”65 GAO’s concerns were 
substantiated in late 2007, when SIGIR inspectors visited the Nassriya water 
project to find it operating at just twenty percent of capacity, three months after 
being commissioned and transferred to Iraqi control.
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The Falluja Wastewater Treatment System
Fierce fighting between Sunni-backed insurgents and Coalition forces erupted 
in Falluja in the spring of 2004 and continued through November when U.S. 
military officials finally secured the city. Although the fighting had forced many 
residents to flee, Falluja’s population was still around 180,000. With no existing 
wastewater treatment system, much of the city’s raw sewage was dumped directly 
into the Euphrates River. Sewage ran in the streets, exposing the city’s residents 
to serious public health problems.66 

Seeing Falluja as a “hub for the campaign of violence aimed at destabilizing 
Iraq’s interim government and driving foreign military forces from the country,” 
the embassy wanted to launch a project that would benefit the city’s population 
and demonstrate the U.S. commitment to enhancing life in that beleaguered 
Sunni bastion.67 In June 2004, the PCO issued a $32.5 million task order to 
FluorAMEC to design and construct a new wastewater treatment system that 
would serve most of the city. The embassy prioritized the project, identifying it as 
a “key national reconciliation issue.”68 The task order provided a completion date 
eighteen months out.69 Four years later, when SIGIR inspectors visited Falluja to 
assess the project, work was still ongoing.

FluorAMEC experienced a series of security problems as it attempted to build 
the Falluja wastewater treatment system. Insurgent activity prevented it from 
conducting proper site evaluations. One member of a survey team was wounded 
by gunfire. Contractors also had to deal with unexploded ordnance, improvised 
explosive devices, and intimidation.70 

But security was not the only obstacle. The contractor had based its de-
sign on an Iraqi engineering firm’s plans for a typical wastewater stabilization 
pond—known as a lagoon system—that recycles water, which is then used for 
irrigation. The system’s principal advantages were “simplicity, low cost, and high 
efficiency.”71 But in August 2005, the new Iraqi Ministry of Municipalities and 
Public Works notified the embassy that the lagoon system was unacceptable; 
it wanted a system of more-sophisticated compact sewage-treatment units.72 
IRMO and PCO spent the next three months negotiating with ministry officials 
about which system best suited Falluja. Finally, in November 2005, the United 
States abandoned the lagoon-system design, with all of the investment that had 
already gone into building it, and agreed to build the more modern system that 
the minister wanted.73 This change caused substantial cost increases and more 
delay. Whether the Iraqis could operate so modern a water treatment system 
also became an issue. 

Because of slow progress, the U.S. government terminated FluorAMEC’s 
task order for the Falluja project in September 2005, after expending $18.7 
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million—more than half the cost of the original task order. Then, between 2005 
and 2008, the U.S. government spent an additional $79.3 million—drawn from 
IRRF, CERP, and DFI funds—on 45 other contracts, mostly with Iraqi firms, in 
an attempt to complete the system. 

SIGIR’s 2008 inspection of the Falluja project found that, when finally fin-
ished, the wastewater treatment system, which was supposed to serve the entire 
population of Falluja, will serve a little more than a third of the city’s population, 
will have cost three times its original price, and will have been completed four 
years later than originally planned. Moreover, serious questions remain about 
whether the Iraqis can sustain the system once it becomes operational in the 
spring of 2009.74 

The Health Sector
IRRF 2 allocated $786 million for Iraq’s health sector. The CPA designated $439 
million of that money for a program to build 150 new primary healthcare centers 
(PHCs) across Iraq and to renovate 17 hospitals. Another $297 million was al-
located for procuring medical equipment for the clinics and hospitals, setting up 
a mobile blood collection program, rebuilding the Academy of Health Science, 
training PHC staff, and providing technical assistance to the Ministry of Health. 
Fifty million dollars supported construction of a modern pediatric hospital in 
Basrah.75 None of the Negroponte reprogrammings affected these allocations. 
Nevertheless, no single U.S. construction program encountered more problems 
than the health sector’s effort to construct 150 PHCs across Iraq. 

Fundamental disagreements between U.S. officials and the Iraqi Ministry 
of Health about the approach to health care stymied sector progress from the 
outset. U.S. experts wanted to move Iraq away from its hospital-based national 
health care system to one emphasizing preventive care delivered at local clinics. 
This change was necessary, U.S. experts believed, to ensure health care delivery 
in rural areas, where access to basic medical services did not exist.76 The Iraqi 
medical community resisted this change, urging reconstruction officials to put 
U.S. money into renovating hospitals rather than into a new chain of rural clinics. 
Their complaints had no effect.

The Primary Health Clinic Program
In March 2004, the Defense Department awarded a $243 million design-build 
contract to Parsons Delaware to upgrade 17 hospitals, repair 3 ministry buildings, 
and build 150 new primary healthcare centers across Iraq.77 The contract also 
required Parsons to provide and install medical and dental equipment for each 
of the primary healthcare centers.78 In May 2004, Parsons received three task 
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orders from PMO, initially valued at $88 million, to build 41 healthcare centers 
in central Iraq, 49 in the northern region and 60 in the south. The equipment was 
to cost an additional $70 million. 

For a variety of reasons, the program fell far short of meeting its goals. A SIGIR 
audit concluded that Parsons and the U.S. government agencies in charge of 
managing the contract—IRMO, PCO, and USACE—shared responsibility for 
the program’s failure. SIGIR cited the high turnover in personnel, poor program 
management, and weak quality assurance as the primary factors that caused the 
program to fail.79 From May 2004 to the end of 2005, eight different contract-
ing officers, six different program managers, and five different PCO sector leads 
worked on the clinic program.80 This constant turnover made it difficult to re-
solve the many problems that arose among the contractor, the U.S. government, 
Parsons, and the Iraq Ministry of Health. 

SIGIR auditors found that the U.S. government’s program managers lost 
track of program costs and schedules. In September 2005, the JCC-I reduced the 
scope of the project and formally notified Parsons that it had lost confidence in 
the company’s ability to deliver the projects on schedule and within budget.81 The 
PCO terminated the contract because Parsons had completed only six clinics, 
while spending $186 million on the program (about 77 percent of the definitized 
costs).82 After the termination of the Parsons contract, over 100 of the partially 
built clinics were completed through direct contracts with Iraqi firms.

SIGIR inspections of five primary healthcare centers in Kirkuk revealed that 
the clinics’ construction was so shoddy that it “raised questions as to the safety 
of occupancy of the structures.” The inspections concluded that “inadequate 
quality control and quality assurance on the part of the contractor and the U.S. 
government, respectively, resulted in not properly identifying and correcting 
construction deficiencies.”83

Parsons also had a $70 million contract for the delivery and installation of 
medical equipment to each of the primary healthcare centers, including X-ray 
machines, exam tables, patient beds, ventilators, defibrillators, incubators, dental 
chairs, lights, and cabinets.84 The clinic supplies began arriving in Baghdad in the 
spring of 2006, long before any clinic was open, but the U.S. government did “not 
fully know the type, quantities, and condition of the equipment” it received. By 
June 2006, Parsons had delivered 115 “full or partial medical equipment sets 
to the warehouse in Abu Ghraib.”85 Jack Holly, a retired Army colonel who 
was asked by CPA to manage its logistics operation, said he had to build a new 
climate-controlled storage facility to house the medical supplies.86 He cited the 
Parsons equipment-delivery fiasco as a prime example of poor coordination in 
Iraq reconstruction operations.87
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The Demise of Design-Build Contracts
During 2004 and 2005, reconstruction efforts across the sectors faced many 
challenges: deteriorating security, poor project integration, insufficient collabo-
ration with and acceptance by Iraqis, weak Iraqi capacity to sustain projects, and 
poor U.S. contract and program management. Overhead costs skyrocketed as 
all reconstruction contracts required increasing security. Many projects were de-
scoped and then declared complete, while others were simply cancelled. Virtually 
every project ended up over budget and behind schedule.

But there was some progress in the program as well. By June 2005, PCO, 
IRMO, and the JCC-I had decisively moved away from the design-build model, 
which would yield cost savings and build Iraqi capacity. Reallocated funds fre-
quently went to support security initiatives, operations and maintenance, and 
programs promoting democracy. But Iraq’s security forces were far from ready 
for the task that confronted them.
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Iraqi Security Forces and Counterinsurgency

In the fall of 2004, it was very difficult. I remember a day of 55 
dead bodies of [Iraqi] soldiers who were trying to go on leave 
from Mosul… Ambushes of three minibuses full of recruits who 
had just completed basic training and going home. Just endless 
challenges during that time on the security front.*

Lieutenant General David Petraeus 
Commander of MNSTC-I (2004-2005)

The scope and nature of U.S. support to Iraq’s security forces changed dramatically 
after the June 2004 transfer of sovereignty. By Presidential order, the Multi-
National Force-Iraq was assigned responsibility for building the Iraqi security 
forces and it designed an ambitious new program to train, equip, employ, and sup-
port Iraq’s forces. Faced with escalating violence across the country, MNF-I aimed 
to boost the Iraqi Security Forces’ capacity and effectiveness, so that the Iraqi gov-
ernment eventually could assume control of security in all eighteen provinces. 

MNF-I divided responsibilities for Iraq’s security forces between two sub-
ordinate commands. The Multi-National Security Transition Command-Iraq 
was responsible for training and equipping Iraqi security forces; the Multi-
National Corps-Iraq was responsible for the operational control of trained 
and equipped units.1 

Iraq’s Growing Security Needs
In July and August 2004, a formal “troops-to-task” assessment was conducted by 
a team of senior military officers under the leadership of MNF-I’s commander, 
General George Casey and the commander of MNSTC-I, Lieutenant General 
David Petraeus. “We started by figuring out what we wanted those forces to do,” 
Lieutenant General Petraeus said. “What are their tasks and purposes? Number 
two, based on certain assumptions, what types of forces do you need? How are 
you going to organize them?”2 

The assessment concluded that the Iraqi forces were not prepared to combat 
the violent insurgency then threatening the fledgling democracy. The country 
urgently needed more forces—both police and military—trained, equipped, 
and prepared for counterinsurgency operations. 

* SIGIR interview with General David Petraeus, Commander of MNF-I and former Commander of 
MNSTC-I, March 2, 2008.
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The CPA designed the Iraqi police and military forces to deal with the mun-
dane missions of domestic law enforcement and national defense; they had 
not trained and equipped the police to face heavily armed and well-organized 
insurgents, nor had they prepared Iraq’s army to provide internal security. The 
April 2004 uprisings made clear that Iraq’s security forces did not have the ca-
pacity to successfully combat the growing insurgency.3 Significant change was 
needed immediately. 

MNF-I called for three major initiatives to bolster the Iraqi Security Forces 
(ISF) structure. The Iraqi Police Service would expand from 90,000 to 135,000; 
the Iraqi Civil Defense Corps—renamed the Iraqi National Guard—would 
add 20 battalions, for a total of 65; and the number of border patrol officers 
would double to 32,000.4 In all, the plan called for bringing the number of trained 
and equipped personnel to approximately 271,000.5 Virtually all Iraq’s security 
forces—from the local police to the special operations forces—would receive 
counterinsurgency training. 

General Casey’s and Lieutenant General Petraeus’s conclusion that the 
growing insurgency required a substantially larger Iraqi force heavily influenced 
Ambassador Negroponte’s strategic review of reconstruction funds.6 The IRRF 
2 legislation provided $3.24 billion of its total $18.44 billion to support the 
ISF, but the expansions to meet the security requirement proposed by MNF-
I’s troops-to-task assessment immediately created additional funding needs.7 
Ambassador Negroponte’s first reallocation included $1.81 billion to strengthen 
Iraq’s forces.8 

Building Iraqi Capacity
In preparing the ISF for its many missions, MNSTC-I faced enormous chal-
lenges: equipment procurement lagged behind training and logistical support 
was nonexistent. MNSTC-I commander Lieutenant General Petraeus knew that 
building institutions to enable the ISF to prevail in the field would be “very, very 
painful and very difficult.”9 Petraeus began by improving MNSTC-I’s flexibility, 
funding, and contracting capacity, allowing it to increase quickly the ISF’s rate 
of expansion.10 MNSTC-I first established flexible contracting mechanisms for 
procurement and construction, working with an array of military agencies, such 
as the Joint Contracting Command-Iraq, USACE, the Defense Logistics Agency, 
and the Air Force Center for Engineering and the Environment.11 This con-
tracting flexibility was complemented by an increase in capacity as MNSTC-I 
bypassed PCO and IRMO to get more contracting officers and purchasing 
agents from CENTCOM.12 As Lieutenant General Petraeus would later note, 
this strategy also saved money.



• 195 •

• Iraqi Security Forces and Counterinsurgency •

By October 2004, security construction was booming. Work rapidly pro-
gressed at Al Kasik, An Numaniyah, Tallil, and Kirkuk military bases, and was 
completed at Umm Qasr Naval Base. Police academies were built or refurbished 
in Mosul, Baghdad, Al Sulaymaniyah, Hilla, Al Kut, Al Asad, and Basrah. The 
camp at Taji was expanded to accommodate the new elite Special Police Forces, 
and hundreds of police stations across the country were under construction.13 

The equipping of Iraq’s security forces similarly accelerated. Contracts 
awarded in early 2004 finally began to deliver. The Iraqi National Guard received 
310 vehicles, nearly 30,000 AK-47s, 969 PKM machine guns, and other much-
needed equipment in summer 2004.14 The Ministry of Interior forces began 
receiving equipment as well, including trucks, sport-utility vehicles, AK-47 as-
sault rifles, Glock pistols, radios, and body armor.15 

Transforming the ISF
Through the second half of 2004 and into 2005, the Iraqi Armed Forces (IAF) and 
the Iraqi Police Service grew rapidly. MNSTC-I developed new units with greater 
capabilities, making possible Iraqi participation in counterinsurgency activities.

Ministry of Interior 
The CPA had envisioned the IPS as a traditional law-and-order police force ac-
countable to local authorities. This vision reflected a community-policing model, 
where the primary police task is upholding the rule of law by conducting criminal 
investigations, questioning witnesses, and arresting suspects.16 As in most insur-
gencies, however, the police bore the brunt of the violence. Pitted against heavily 
armed and motivated foes, the IPS experienced high casualty and desertion rates 
in 2004. The insurgency also undermined the IPS in other ways: training was 
disrupted, morale was low, and increasing attacks kept many officers confined 
to their stations.17 

One of the main conclusions of MNSTC-I’s troops-to-task assessment was that 
the Iraqi police needed better training and equipment. This required more funding, 
so Petraeus recommended moving more IRRF 2 funds to support MNSTC-I.18 In 
June 2004, $849.3 million was reprogrammed to supplement the $1.04 billion al-
ready shifted to improve police training, equipping, and employment.19 MNSTC-I 
also added specialized courses in leadership, internal affairs, negotiation, inves-
tigation, and crowd control.20 The new programs combined counterinsurgency 
training with courses in survival skills and counterterrorism.21 

The CPA’s efforts to create Ministry of Interior (MoI) paramilitary units 
for special operations achieved minimal results. The Emergency Response 
Units—based on U.S. SWAT teams—were well trained and equipped, but only 
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40 personnel were operationally ready by July 2004.22 MNSTC-I and the MoI 
thus created additional heavily armed and specially trained police units called the 
Special Police Forces, consisting of the Special Police Commandos, Mechanized 
Police, and the Public Order Battalions. In April 2006, these forces were reorga-
nized into the National Police.23

In September 2004, Iraq’s Minister of Interior, Bayan Jabr, created the Special 
Police Commandos, an elite paramilitary force for indigenous counterinsurgency 
support.24 When Lieutenant General Petraeus was given a demonstration of 
their abilities, he was impressed and committed more MNSTC-I funds to sup-
port them, developing a six-week intensive training course at the Special Police 
Commando Academy in northern Baghdad.25

The MoI also created the Mechanized Police for rapid response deployment, 
fixed-site security, and cordon-and-search operations. Training in operations, com-
munications, and maintenance began at Taji Military Base in November 2004.26 
Once trained, these forces were stationed mostly in and around Baghdad, where 
they conducted vehicle-mounted operations to secure high-value routes, such as 
“Route Irish,” the road to Baghdad International Airport.27 MNSTC-I awarded a 
$43.9 million contract to build permanent facilities for the Mechanized Police.28

Public Order Battalions rounded out the MoI’s elite civil-security forces. 
They were a lighter force intended for situations not requiring the greater combat 
power of the Special Police Commandos and the Mechanized Police.29 Although 
Public Order Battalions conducted counterinsurgency operations, they primarily 
performed traditional police functions in very hostile environments.30 Their first 
training program began in late September 2004 at An Numaniyah military base, 
and nearly 1,110 students graduated in mid-November, comprising the first three 
Public Order Battalions.31

Ministry of Defense 
The size and capability of the security forces under the Ministry of Defense 
increased dramatically during late 2004 and 2005. The IAF grew from three di-
visions to ten, incorporating the Iraqi National Guard (ING)—formerly the Iraqi 
Civil Defense Corps—and developing new specialized counterinsurgency units. 
The Iraqi special operations forces attained more proficiency, and the Iraqi navy 
and air force took their first formative steps. The ICDC had been a key Combined 
Joint Task Force-7 initiative, but it performed disastrously during the April 2004 
uprisings, when almost half its personnel deserted. Local commanders reconsti-
tuted much of the force as the ING, and implemented new vetting and training 
procedures to make it a more reliable and effective force.32 
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The 2004 troops-to-task assessment pointed to the ING as critical to the 
counterinsurgency effort. The Congress—at Ambassador Negroponte’s re-
quest—reallocated $442 million in IRRF 2 funds to support its growth.33 By 
January 2005, 42 of the 45 ING battalions were manned above 70 percent—a 
major recovery from their April 2004 collapse.34 The increasing professionalism of 
the ING was recognized on January 6, 2005, when the Iraqi Interim Government 
announced that it would be integrated into the Iraqi army.35 

Like the MoI, the MoD developed new special counterinsurgency units fol-
lowing the April 2004 uprisings, calling them the Iraqi Intervention Force (IIF), 
which began operating in Baghdad in June 2004.36 Although smaller than the 
ING, the IIF was designed specifically for counterinsurgency operations. Its 
members received an extra five weeks of training, better equipment, and more 
tactical support from MNC-I.37 

The nascent Iraqi Air Force and Navy were the weakest components of the 
IAF. MNSTC-I, following the CPA’s original plan, did not equip the Air Force 
with fixed-wing fighters or bombers—considering them “unnecessary and in-
capable of influencing the counterinsurgency fight”—and instead favored aerial 
reconnaissance and transport aircraft.38 By August 2004, two Iraqi Air Force re-
connaissance aircraft were conducting airborne assessments of damage to Iraqi 
oil-pipelines. The fledgling Iraqi Navy policed Iraq’s waterways to deter smuggling 
and other illicit activities and to protect Iraq’s port and oil assets in the Persian 
Gulf.39 Like the Air Force, Iraq’s Navy had limited operational capacity.40 

In July 2004, the MoD established the Iraqi Special Operations Force (ISOF) 
as an elite force operating outside the Iraqi Armed Forces chain of command.41 
The ISOF consisted of a Commando Battalion, which was trained to conduct 
raids and seize airfields, and the Iraqi Counter-Terrorism Force (ICTF), which 
was trained to fight high-threat terrorist organizations.42 U.S. Special Forces pro-
vided instruction to the ISOF, using the U.S. Ranger program for the Commando 
Battalion and U.S. elite counterterrorism forces programs for the ICTF. In time, 
the ISOF became the most effective counterinsurgency force in Iraq.43

Training Adapts
After being trained and equipped by MNSTC-I, Iraqi units were transferred to 
the control of MNC-I, which deployed them in support of the counterinsurgency 
campaign. In the fall of 2004, Special Police Commandos acquitted themselves 
well in offensive operations in Baghdad, Falluja, Samarra, Mosul, North Babylon, 
and elsewhere.44 An ISF high-water mark came on January 30, 2005, when 
130,000 security force personnel provided security at more than 5,200 polling 
sites throughout the country so that more than 8 million Iraqis could vote.45
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U.S. commitment to training also increased. From November 2003 to November 
2004, the number of U.S. soldiers whose primary mission was to advise Iraqi units 
grew from 350 to 1,200.46 Many of these new advisors came from the Army Reserve 
98th Division, an institutional-training division known as the “Iroquois Warriors,” 
which had been filling many of MNSTC-I’s headquarters billets.47 

MNSTC-I designed new advisory programs to partner U.S. teams with Iraqi 
units in basic training, and then to stay together during deployments.48 Between 
ten and fifteen U.S. military personnel comprised each team. The advisory teams 
mentored their Iraqi counterparts and served as a critical link to U.S. logistics, 
communications, medical, and fire-support capabilities.49 

Retired General Gary Luck’s early 2005 assessment reaffirmed the impor-
tance of these embedded advisory teams. He advocated doubling or tripling the 
number of advisors partnering with Iraqi units, believing that this increase would 
allow Iraqi units to take the lead sooner in the counterinsurgency campaign.50 In 
response to Luck’s assessment, MNSTC-I expanded the embedded advisors pro-
gram. In the late spring of 2005, MNSTC-I changed the name of the partnered 
advisory teams to Military Transition Teams to reflect more accurately MNF-I’s 
goal of transitioning security responsibility to Iraq.51 

Measuring Progress
During the CPA’s tenure, the primary metric used to measure the ISF’s progress 
was the number of security force personnel “on duty.” But this metric obscured 
the distinction between trained and untrained personnel, leading to exaggerated 
expectations, constantly changing force-size numbers, and consequent credibility 
problems regarding these numbers.52 For example, of the 83,789 IPS personnel 
reportedly on duty shortly before the transition of sovereignty in June 2004, 
only 26,876 (32 percent) had received any training. Of those trained, more than 
three-quarters had received just the short Transition Integration Program train-
ing, meaning that only 5,857 academy-trained personnel were in the IPS.53 MoI 
manning data were further skewed because personnel who were absent without 
leave or deceased were not removed from the “on duty” rolls. Corrupt Iraqi of-
ficials collected the payments to these “ghost employees,” who accounted for 20 
to 30 percent of the MoI staff.54 

During 2004, MNSTC-I made a number of important reforms that improved 
U.S. policymakers’ ability to measure progress. Immediately after the transition, 
MNSTC-I replaced the “on duty” metric with a “trained and equipped” personnel 
metric.55 The net result was that the report showed a 75 percent drop in MoI force 
totals, from 181,297 “on duty” personnel on June 15, 2004, to 47,255 “trained 
and equipped” personnel on August 25, 2004. 
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In the winter of 2004-2005, MNSTC-I developed a Transition Readiness 
Assessment (TRA), based on the U.S. military’s readiness-reporting system, to 
measure both training and equipping status, as well as operational effectiveness.56 
MNC-I Transition Teams administered the TRAs every month, reflecting MNF-
I’s belief that “the best measure of the capabilities of Iraqi units and improvements 
in the security situation comes from commanders on the ground.”57 

The TRAs graded units on a four-level scale, assessing their ability to conduct 
counterinsurgency operations. At level one, they could operate independently. 
At level two, Iraqi units needed MNC-I “enablers”—such as medical evacua-
tion, transport, and fire support—to operate. At level three, Iraqis could operate 
only alongside MNC-I forces. And at level four, ISF units were still in training or 
otherwise not capable. Transition teams used the TRAs to estimate how many 
months it would take a unit to advance to the next level.58 By July 2005, only one 
IAF unit was rated at level one, although 24 were judged at level two.59

Iraq Security Forces Fund 
National Security Presidential Directive 36 resolved many of the ISF training 
and equipping problems by authorizing the Defense Department to take charge 
of all security force development in Iraq. But it did not solve the resource prob-
lem. MNF-I still depended on IRRF 2 to fund most of its training programs.60 
The $1.81 billion reallocation approved by the Congress in September 2004 had 
helped, but MNSTC-I needed more. 

By January 2005, MNSTC-I had obligated $1.44 billion of the $2.32 billion 
available in IRRF 2 funds for the Ministry of Interior security forces. It also had 
obligated $1.69 billion of the $2.64 billion available to the MoD security forces.61 
Even with this new investment, the expanding ISF were unable to stem the rising 
violence, and the Iraqi Ministries of Defense and Interior could not sustain and 
support the forces without U.S. assistance.62 

It was clear that transitioning security responsibilities would cost much more 
than IRRF 2 could provide. Thus, in November 2004, MNSTC-I began devel-
oping its own supplemental request for the specific purpose of increasing U.S. 
investment in training and equipping the ISF.63 After months of negotiation, 
OMB submitted a congressional budget request on February 14, 2005.64

On May 11, 2005, the Congress approved the request, appropriating $5.39 
billion to the newly created Iraq Security Forces Fund (ISFF). The Congress 
provided the Defense Department flexibility on the use of the funds, allowing it 
to reallocate large amounts of money for different ISF purposes without seeking 
congressional approval, as was required under IRRF 2.65 Additional appropria-
tions through 2008 would bring the total value of ISFF appropriations to $17.9 
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billion.66 Coupled with nearly $5 billion in IRRF 2 allocations, investment in 
Iraq’s security sector was by far the single largest Iraq reconstruction expense.67

Perilous Progress
By the end of June 2005, MNSTC-I had spent $544 million on construction proj-
ects for the IAF, up from $57 million a year earlier. It also had spent $346 million 
on military equipment, compared to just $11 million the previous year.68 But even 
with these dramatic increases, new problems surfaced regarding ISF equipment 
accountability, logistics capability, and sectarian infiltration of the forces.

Logistics
In June 2004, the capacity of Iraq’s Ministries of Interior and Defense to support 
security forces in the field was very weak. “There wasn’t even a Ministry of Defense 
building, much less something that you would call a Ministry of Defense,” said 
Lieutenant General Petraeus. Only “about five guys with cell phones and a couple 
of old generals” remained.69 Petraeus added that the Ministry of Interior “was 
nascent, to put it mildly.”70 

Iraqi Army units could not sustain independent operations for any significant 
period of time without U.S. support.71 The police struggled with vehicle maintenance 
and equipment distribution.72 As a consequence, the ISF remained heavily depen-
dent on MNF-I funding, logistics, transportation, and fire support as their mission 
evolved and as they became more proficient in counterinsurgency operations.73 

Continuing security problems across Iraq meant that, for MNSTC-I, 
strengthening the ministries’ logistical capabilities was secondary to equipping 
and training security forces. Unfortunately, this caused MNSTC-I to overlook 
oversight functions necessary to account for all equipment. For example, it failed 
to implement a tracking system for weapons issued to the ISF. As a SIGIR audit 
concluded, MNSTC-I should have appointed, at its inception, an officer account-
able for property (including weapons). It finally did appoint one in the spring 
of 2005, but the absence of an effectively managed distribution system hindered 
MNSTC-I’s ability to track equipment provided to the Iraqi forces.74 

In response to the audit, MNSTC-I developed a tracking system that cata-
logued equipment by serial number, vehicle identification number, or some 
other unique identifying number. When MNSTC-I issued the equipment to 
the Iraqis, the Iraqi recipient had to sign for it.75 But even with these new poli-
cies, security problems prevented MNSTC-I staff from consistently collecting 
physical records, which led to accountability weaknesses. As a consequence of 
these shortfalls, MNSTC-I could not properly account for many of the weapons 
it issued, both before and after implementing the new tracking system. Thus, too 
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many U.S.-supplied weapons intended for ISF use may have ended up in militia 
or insurgent hands.76 

Regarding logistics, MNSTC-I established a fixed-base logistics doctrine for 
supporting the ISF.77 This meant that Iraqi supply, transportation, and mainte-
nance capabilities above the unit level would be centrally located and directed 
to units as needed. In support of the program, MNSTC-I constructed a logistics 
depot for weapons and equipment at the Taji Army Base and started training a 
transportation regiment to deliver equipment to the Iraqi security forces.78 But 
authority to advise the Ministries of Defense and Interior on logistics and other 
issues still resided with IRMO and the U.S. mission. It was not until October 1, 
2005, that MNSTC-I became responsible for institution-building at the ministe-
rial level, thus ending a bifurcated approach that had hindered progress.79

Sectarianism
As the ISF grew, a number of serious recruiting and manning problems also arose. 
MNSTC-I recruited nationally for the Iraqi Army, with the goal of creating a 
diverse security force whose personnel were not tied to a particular province, 
sect, ethnicity, or tribal group.80 Recruiting was more complicated for the police 
because it was difficult for MNSTC-I to vet recruits for the IPS. 81 It consequently 
relied on Iraqis, especially community leaders, for vetting, but this approach 
opened the IPS manning process to politicization. The huge expansion of the 
police payroll during Ambassador Negroponte’s tenure and beyond stemmed 
in part from the growth of new IPS patronage networks. 82

The CPA’s Transitional Administrative Law outlawed militias, and CPA 
Order 91, issued in March 2004, established a process to integrate them into 
the ISF. But the program was underfunded and understaffed.83 The larger sec-
tarian militias, particularly the Kurdish Peshmerga and the Shi’a Badr Corps, 
remained largely intact. Muqtada al-Sadr’s Mahdi Army—one of the main ad-
versaries during the April 2004 uprisings—was also not part of the integration 
plan.84 Compounding the problem, many Iraqis viewed militias as the primary 
guarantors of security in certain areas, and some members of the Iraqi parliament 
depended on militias for protection.85 

Some militia members who integrated into the ISF retained their old loyal-
ties; their sectarian agendas undermined certain segments of the ISF, especially 
within the Ministry of Interior.86 The Special Police Force proved most problematic 
regarding infiltration. The Ministry of Interior’s desperate need for experienced 
recruits forced them to piece together units from Saddam-era commando units and 
Shi’a militia, each of which were likely to have their own sectarian agendas.87 The re-
sult was a force “riddled with corruption and sectarian influence,” whose members 
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engaged in routine shakedowns for private gain and committed appalling human 
rights abuses.88 These elite Iraqi units, trained and equipped by MNSTC-I for coun-
terinsurgency, were regularly accused of human rights abuses. The sectarian and 
militia influences in Iraq’s security forces fed the country’s growing communal 
violence and threatened the return of abuses commonplace under Saddam.89 

Security Redux
In its first year of existence, MNF-I made significant progress in training, equip-
ping, and employing the ISF. MNF-I and the Iraqi Ministries of Interior and 
Defense expanded the size of the various Iraqi forces and added new counterin-
surgency units that could better address Iraq’s security needs. Improved measures 
of training and equipping and unit effectiveness helped MNF-I, CENTCOM, 
and the Pentagon track progress, adjust policy, and allocate resources. During the 
year, MNF-I also initiated a large-scale advisory program to mentor and support 
Iraqi forces in the field and took critical first steps in developing Iraq’s logistical 
capabilities, so that security responsibilities could eventually be transferred. 

Progress was expensive. But the additional resources improved the ability of 
the Iraqi security forces to fight the insurgency. Under the command of MNC-
I, Iraqi units performed well in Falluja in November 2004, across the country 
in late January 2005, and in May 2005, when Iraqi forces engaged in their first 
coordinated counterinsurgency operation without significant U.S. assistance. 
During “Operation Lightning,” the ISF operations across Baghdad resulted in 
the capture of 108 suspected insurgents.90 

Problems nonetheless remained. Iraqi ministerial capacity continued to be 
weak.91 MNC-I commanders reported that some Iraqi units who assumed control 
over their own territory subsequently collapsed. In March 2005, for example, an 
Iraqi unit that deployed to the border “virtually disintegrated, allowing foreign 
fighters to enter Iraq from over the Syrian border.”92 The new counterinsur-
gency mission assigned to the ISF placed them in direct contact—and often 
confrontation—with the Iraqi populace, and they increasingly became the target 
of insurgent attacks. Service in the ISF was dangerous: a total of 296 Iraqi police 
and military personnel were killed in June 2005—nearly ten per day.93 

The ISF was not yet the professional force that the CPA had envisioned. 
Many of the elite forces created to fight the insurgency were increasingly infil-
trated by sectarian elements and implicated in human rights abuses.94 Factions 
within the ISF became politicized, feeding the growing conflict.95 MNF-I faced 
a moving target: as it trained and equipped Iraqi security forces for counter-
insurgency, it was unwittingly feeding the sectarianism that would rack Iraqi 
society in 2005 and 2006.
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Chapter 20
Elections, Rule of Law, and 
Fighting Corruption

Corruption is a disease which is connected with many aspects 
of the government and in this society. It has become now a 
social phenomenon from the low rank and class to the higher 
rank in government…and for that reason there is no remedy 
for that except privatization. I think the government failed to 
defeat the corruption.*

Ali Baban  
Minister of Planning, Government of Iraq (2006-present) 

The United States intended to build strong and democratic national and local 
governments in Iraq. Notwithstanding this noble goal, the original IRRF 2 plan 
allocated relatively few resources for governance and democracy programs. 

The original plan divided support for democracy, rule of law, anticorruption, 
and governance programs in Iraq between two sectors: $1.3 billion went to the 
Justice, Public Safety Infrastructure, and Civil Society sector, while $280 million 
went to the Education, Refugees, Human Rights, and Governance sector. Most of 
the money in the justice sector was allocated for physical infrastructure projects, 
including courts and prisons. Democracy-building activities initially received 
$100 million—about one-half of one percent of the $18.4 billion IRRF 2.1 Just 
$10 million in IRRF 2 funding went to civil-society programs. Almost no money 
was designated for anticorruption programs.2

Although the new constitution and the 2005 elections were signal achieve-
ments for Iraq, sustaining democratic institutions required a strong foundation 
in the rule of law. But, as with many U.S. programs in Iraq, several government 
agencies engaged in the effort, with none in charge. Moreover, support for Iraq’s 
anticorruption entities—necessary to protecting Iraq’s resources from waste or 
theft —was very weak. 

Building Democracy
In 2003 and 2004, the CPA and then the U.S. Embassy recognized the need 
for more money to support the political process outlined in the Transitional 
Administrative Law.3 The CPA moved money into democracy projects just after 

* SIGIR interview with Ali Baban, Minister of Planning, November 23, 2008. 
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the November 15, 2003 agreement to return sovereignty to Iraqis. It also repro-
grammed $358 million from infrastructure projects to efforts aimed at establishing 
the democratic foundations for a new Iraq. OMB divided these reprogrammed 
funds among the Defense Department, the State Department, and USAID to sup-
port a wide range of new projects, including developing political parties, building 
governance capacity, and promoting transparency in political and civic life.4 

Following Ambassador Negroponte’s mid-2004 strategic review, the State 
Department shifted another $380 million into democracy building, pushing the 
total reallocation to this sector above $830 million. This new money included 
$100 million to strengthen local and provincial governments and $200 million to 
help reduce sectarian conflict.5 By the summer of 2005, total funding adjustments 
had increased U.S. investment in democracy building to $942 million.6

In late 2004 and 2005, the United States obligated approximately $130 
million for non-security assistance to support two national elections and the con-
stitutional referendum in 2005. The Department of State awarded $30 million 
to the National Democratic Institute and the International Republican Institute 
to organize political parties and provide training to build their capacity.7 But 
almost a third of this money—$41.1 million—supported the work of the new 
Independent Electoral Commission as it readied Iraq for the three elections. 

The Independent Electoral Commission
At the end of May 2004, the CPA established the Independent Electoral 
Commission of Iraq to “organize, oversee, conduct, and implement all elections” 
required by the TAL.8 A week later, it promulgated Order Number 96, delineating 
the “legal framework for genuine and credible elections” to elect the members to a 
new Transitional National Assembly (TNA), which would eventually follow the 
CPA and Iraqi Interim Government as the third temporary governing body ruling 
Iraq in less than a year. CPA Order 96 further provided that the elections,which 
would be for provincial councils and the Kurdistan Regional Government, as well 
as the TNA, had to take place by the end of January 2005. Any “political entity” 
could present a list of candidates to the electoral commission for approval, but 
one-third of the candidates on any submitted list had to be women.9 

The UN team that advised the Iraqi government on voter registration and 
other electoral issues recommended treating the entire country as a single voting 
district. There was not enough time to draw a system of geographical districts for 
the 275 assembly seats before the mandated election date.10 Although easier to 
organize, the single-district approach had inherent problems. The most significant 
was that members elected to the assembly would primarily be accountable to 
their parties—not the voters. 
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With $40 million in U.S. funding, the International Foundation for Election 
Systems helped the Independent Electoral Commission prepare for the January 30, 
2005 elections by drafting regulations, training staff, planning logistics, and procur-
ing voter registration forms.11 The electoral commission began distributing voter 
registration materials in October 2004 and registered more than 14 million Iraqis 
by January 2005. The ballot offered 256 political entities from which to choose, 
representing nearly 19,000 candidates running for the Transitional National 
Assembly, the provincial councils, and the Kurdistan National Assembly.12 

Elections and Increasing Violence
During the summer and fall of 2004, the Iraqi Interim Government and the 
Coalition faced renewed conflicts with the followers of Shi’a leader Muqtada 
al-Sadr in Najaf, as well as with insurgents in the Sunni cities of Falluja and 
Samarra. Grand Ayatollah Sistani stepped in again to end a tense standoff in 
Najaf between Muqtada al-Sadr and the Coalition-backed ISF.13 In the wake 
of the Najaf crisis, Sistani forged a new coalition—the United Iraqi Alliance, 
combining the major Shi’a parties—to compete for seats in the January 2005 
elections. Meanwhile, continuing battles against extremists in Samarra and 
Falluja hardened Sunni sentiment against the Coalition. 

On November 9, 2004, in the wake of the Coalition attacks on Falluja, Iraq’s 
most prominent Sunni political party—the Iraqi Islamic Party—announced 
its withdrawal from the Iraqi Interim Government, having decided against par-
ticipating in the January 2005 elections.14 Sunni Arabs—who had dominated 
Iraq’s governing and economic institutions under Saddam Hussein and who 
comprised about twenty percent of Iraq’s population—had the most to lose 
from a single-list election.15 Some predicted that if elections took place with-
out Sunni participation, they “would be cut out of the process of governing and 
constitution-making for the duration of the transition, leaving them little option 
but violent resistance.”16

The elections occurred as scheduled on January 30, 2005. About 130,000 
members of Iraq’s security forces, with U.S. support, guarded polling stations 
across the country. The Iraqi Interim Government had banned vehicular traffic 
and closed the borders two days before the election. On election day, insurgents 
launched about 300 attacks, killing at least 35 people and wounding more than 
100. Despite this violence, attacks were fewer than anticipated.17 

Some 8.5 million Iraqis, nearly 60 percent of the registered electorate, cast 
ballots. President Bush hailed the results: “Today, the people of Iraq have spoken 
to the world, and the world is hearing the voice of freedom from the center of 
the Middle East.”18 
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Twelve political groups won seats in the Transitional National Assembly. The 
United Iraqi Alliance, with its coalition of predominantly Shi’a groups, received 
more than 50 percent of the vote, giving it 140 of the 275 seats. The Kurdish 
bloc earned 27 percent of the vote, giving it 75 seats. Ayad Allawi’s Iraqi List, 
with about 14 percent of the vote, garnered 40 seats.19 Only 17 Sunni Arabs were 
elected, giving them about six percent of the seats in the new body.20

Six weeks later, the TNA met for the first time in the heavily fortified Green 
Zone, but factional disputes delayed the formation of the government until 
April 2005 when the Presidency Council finally took shape. Kurdish leader Jalal 
Talabani was named president, and Sunni Sheikh Ghazi al-Yawar and Shi’a Adel 
Abdel Mahdi were named vice presidents. The Presidency Council then named 
Shi’a leader Ibrahim al-Ja’afari as Prime Minister.21 

At the end of April, the TNA approved a cabinet that still needed ministers 
for five critical ministries: Defense, Oil, Electricity, Industry, and Human Rights. 
Even with some of these key cabinet positions vacant, Iraq’s first elected govern-
ment was sworn into office on May 3, 2005. A week later, the TNA named a 
55-member committee to draft the country’s permanent constitution.22 Only two 
of the committee’s members were Sunnis, sowing yet another seed of dissension 
that would burst forth in 2006’s sectarian violence.23 

Although many Iraqis and international observers called for extending the 
deadline for producing a new constitution, the United States pushed the drafting 
committee to meet the August 15 deadline provided by the TAL. To speed the 
process, Shi’a and Kurdish leaders removed the negotiations from the drafting 
committee, placing them instead in the hands of a new Leadership Council. By 
the end of August, the new council formally submitted a draft constitution to the 
TNA, just two weeks overdue.24 

The Sunnis, who had been largely cut out of negotiations by the Shi’a alliance 
and the Kurds, strongly opposed the constitution. Former Prime Minister Ayad 
Allawi, a Sunni, and Muqtada al-Sadr, a Shi’a, criticized the content and the hur-
ried, secretive process by which the document was drafted.25 Sunnis objected to 
the federal model, favoring instead a stronger central government.26 

The Rule of Law
As the United States sought to help Iraq form a representative government based 
on a constitution that protected the rights of all Iraqis, it also used reconstruction 
dollars to try to rebuild Iraq’s justice system. A mix of U.S. government agen-
cies—the Department of Defense, the Department of State, USAID, and the 
Department of Justice—bore responsibility for various aspects of the rule-of-law 
program in Iraq, but none was in charge of coordinating their disparate efforts. 
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The lack of any concentrated responsibility for this critical area meant that 
there was no coordinated leadership on rule-of-law initiatives and a paucity of per-
sonnel devoted to the effort. For example, only in June 2005 would the embassy, in 
response to SIGIR audits, appoint a rule-of-law coordinator for Iraq initiatives.27 

A State Department Inspector General review of the rule of law in Iraq, issued 
two and a half years after Coalition forces toppled Saddam Hussein, found an ab-
sence of coordination “among U.S. elements in Iraq, between Washington and the 
field, and between the United States and coalition partners and potential donors 
or NGO implementers.”28 The report concluded that the government had been 
very slow to disburse the few funds allocated for rule-of-law projects, particularly 
regarding capacity building.29 Most of the funds obligated in 2004 and 2005 in the 
justice sector went for infrastructure projects, which were supposed to be carried 
out under the $900 million IRRF 2 contract awarded to Parsons Delaware for bor-
der-control posts, police and civil defense facilities, fire stations, and courthouses 
and prisons.30 Parsons fell far short of fulfilling its obligations, and the United States 
terminated the contract in 2007, after expending $333 million.

Rebuilding Prisons
In May and June 2003, a Department of Justice team surveyed 21 of Iraq’s 151 
prisons and detention facilities, finding that almost all had “been looted, trashed, 
burned, and everything of any value either destroyed or stolen.”31 The CPA es-
timated that the total cost of rehabilitating the prisons would range from $50 
million to $100 million.32 

Despite its history as a brutal detention center under Saddam, Abu Ghraib, the 
country’s largest prison, was the only maximum-security facility capable of hous-
ing dangerous inmates.33 During the first months after the invasion, the Coalition 
housed prisoners in temporary facilities—tents or plywood buildings—and in 
hastily rehabilitated detention centers. In July 2003, the CPA re-opened Abu 
Ghraib, which had the capacity to hold 400 people.34

From March to November 2004, the PMO/PCO issued 53 task orders 
to Parsons Delaware for construction projects, including prisons, in the secu-
rity and justice sector. By December 2004, due to Parsons poor progress, the 
U.S. government cancelled 26 of the task orders, most before much work had 
been accomplished. A SIGIR audit found that of the 53 original task orders as-
signed to Parsons, the contractor successfully completed only eighteen, which 
included the construction of border posts, courts, fire stations, and military or 
police academies. 

The government terminated nine of the 53 task orders, seven for con-
venience and two for default. The two terminated for default involved two 
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Western-style prisons—the Nassriya Corrections Facility and the Khan Bani 
Sa’ad Corrections Facility. SIGIR’s audit of Parsons concluded that “terminated 
and canceled task orders accounted for approximately $142 million of the $366 
million disbursed to Parsons.”35 

Before its contract was terminated, Parsons had completed about 45 per-
cent of the work on two security buildings at the Nassriya prison but much less 
was accomplished at the Khan Bani Sa’ad prison north of Baghdad. While the 
Nassriya prison was eventually finished by a follow-on contractor, the Khan Bani 
Sa’ad story—perhaps the single greatest project failure in the U.S. reconstruction 
program—illustrates many of the problems the government and its contractors 
faced in Iraq.36

The Khan Bani Sa’ad Prison
In May 2004, the CPA awarded a task order for $73 million to Parsons to build 
a maximum-security prison in Diyala Province. The project, scheduled to begin 
immediately and be finished by November 2005, had problems from the start.37 
Construction did not begin until November 2004 and progressed very slowly, chiefly 
because of poor security conditions and weak subcontractor performance. 

In the spring of 2006, Parsons notified USACE-GRD that the prison would 
not be completed until September 2008, three years late. The U.S. government 
promptly terminated the contract for default, noting that “Parsons has endan-
gered completion both by continued schedule slips and by incurring massive 
cost overruns that cannot be sustained by the Government…The circumstances 
that have caused the vast majority of the schedule slips have, in fact, been within 
Parsons’ control.”38

Parsons attributed the many delays to poor security, contending that when 
the contract was awarded the U.S. government indicated that Iraq would be 
relatively stable. The U.S government disagreed, pointing out that neither the 
original contract nor the task order suggested that Parsons would be working in 
a permissive environment.39

The government continued work on the prison, awarding a fixed-price bridg-
ing contract to an Iraqi subcontractor of Parsons. In September 2006, the GRD 
awarded two contracts to an Iraqi contractor for further construction on the 
prison and one to a U.S. contractor to rehabilitate the prison’s electrical system. 
None of these contractors made significant progress. In March 2007, GRD sent 
the Iraqi company a list of items it had failed to deliver and, in June 2007, GRD 
terminated the contract. 

At this point, the U.S. government stopped all work, having spent three years 
and approximately $40 million on the project, with just 52 percent of it finished. 
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Moreover, the completed work had major structural problems, including im-
properly laid concrete floors and poorly built walls. GRD informed Iraq’s Deputy 
Minister of Justice that it would turn the incomplete Khan Bani Sa’ad prison over 
to the Iraqi government on August 1, 2007, but the deputy minister refused to 
accept it, stating that the ministry had no plans to “complete, occupy, or provide 
security for this facility.”40

When SIGIR inspectors visited Khan Bani Sa’ad in June 2008, they found an 
unoccupied, unsecured site with numerous construction problems; $1.2 million 
worth of material was missing.41 Ultimately, the U.S. program spent $40 million 
on the project, terminating it in 2007—without any prospect of return on the 
investment. Khan Bani Sa’ad will probably never house an inmate. The Iraqis in 
Diyala derisively referred to the skeletal, half-built prison on the flatlands north 
of Baghdad as “the whale.”42

Building Courts
The Ba’athist constitution consolidated Iraq’s civilian court system in the 
Ministry of Justice, giving Saddam strict executive control over the judicial sys-
tem. Saddam tightened his stranglehold on the legal system by creating military 
and security courts.43 CPA Order Number 2, which disbanded the Iraqi mili-
tary and intelligence services, abolished these courts as well.44 An array of other 
courts—appellate, criminal, civil, and juvenile—continued under the jurisdiction 
of the Ministry of Justice. 

In mid-2003, the CPA and the Department of Justice estimated that the 
country had 130 courthouses, 570 courts, and 710 judges.45 Early U.S. judicial 
reform initiatives foundered, in part because some in the Iraqi legal establishment 
felt detached from the planning and rehabilitation process. Sermid Al-Sarraf, a 
member of the Iraqi Jurists Association, testifying before the U.S. Congress at 
the end of June 2003, said that the CPA had largely left Iraqi lawyers and judges 
out of discussions about how to reform the country’s legal system. He pointed 
out that a Department of Justice assessment team failed to include a single Iraqi 
legal professional and that the CPA had inexperienced people making arbitrary 
decisions affecting Iraqi law. “Iraqis are feeling like strangers in their own coun-
try,” Al-Sarraf said. “Either through neglect, lack of understanding, or for the sake 
of expediency, current efforts seem to be avoiding direct Iraqi involvement and 
their opinions in important decisions.”46 

The CPA created a critically important new legal institution—the Central 
Criminal Court of Iraq (CCCI)—empowering it to try serious offenses committed 
since the invasion and giving it jurisdiction over “any and all criminal violations,” 
regardless of where they occurred within Iraq. By August 2003, the new court 
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was open in the Green Zone and trying its first cases. The CCCI concentrated its 
limited resources on offenses involving “terrorism, organized crime, government 
corruption, and acts intended to destabilize democratic institutions.”47 

To ensure that justice was administered fairly in the new Iraq, the CPA first 
had to resolve the issue of whether judges who had served under the Saddam 
regime, and had been Ba’athists, could continue in office. In one of its first or-
ders, the CPA created a Judicial Review Committee to vet former judges and 
prosecutors for connections to the Ba’ath Party, vesting it with the power to 
remove those with significant connections.48 Over the next year, the committee 
removed about 180 judges.49

By the fall of 2003, too few Iraqi courts were up and running. At the end of 
November, Judge Daniel Rubini, a senior advisor to the Ministry of Justice, sent 
a memo to CPA’s leadership noting that there had only been twenty criminal 
convictions in Baghdad since the criminal courts re-opened in May and only 
80 trials nationwide. Many investigative judges feared bringing cases to trial be-
cause of potential attacks. Corruption was also a major problem. “Police, court 
investigators, and investigating judges hold out for bribes before acting upon a 
defendant’s case,” said Rubini.50

The CPA also sought to construct courthouses, but did not devote sufficient 
resources to the effort, partly because the IRRF 2 money was not available until the 
end of its tenure. In April 2004, the OMB allocated $135 million for the construc-
tion and repair of courthouses, as well as for increasing their security.51 This funding 
sought to address the very serious problem of judicial security in Iraq. In November 
2003, gunmen kidnapped and killed Muhan Jabr al-Shuwaili, the top judge in Najaf, 
who had supported the creation of a judicial commission to investigate former 
Ba’ath Party officials.52 A month later, insurgents killed Youssef Khoshi, a senior 
judge in Mosul, firing six bullets into his back.53 Attacks on judges have plagued 
the reconstruction program since its inception. By the end of 2008, more than 40 
judges or their family members had been murdered in Iraq since the 2003 invasion. 
Many more had quit their jobs and fled the country because of threats.54

Anticorruption Initiatives
Corruption permeated Saddam Hussein’s Iraq. Although it infected every level 
of Iraq’s government, it was concentrated chiefly among the ruling elite of the 
Ba’ath Party and those who served them. The fact that the problem of corruption 
persisted after the U.S. invasion is no surprise because, as scholars have noted,  
“Corruption thrives in the environment of post-conflict reconstruction,” which 
combines “large public procurement projects, major funding infusions, and in-
adequate government economic management.”55 Throughout the life of the U.S. 
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reconstruction program, Iraqi corruption “exerted a corrosive force upon [the] 
fledgling democracy,” contributing to a flight of capital that “directly harmed the 
country’s economic viability.”56 

Corruption in Iraq’s government, which Prime Minister Maliki has referred 
to as a “second insurgency,” fundamentally impeded U.S. efforts to develop min-
istry capacity.57 Institutions of government were “undermined by the widespread 
association of political elites with corrupt activities.”58 The oil sector’s corrupt 
practices were particularly egregious. 

A 2006 GAO report noted that “about 10 percent of refined fuels are diverted 
to the black market, and about 30 percent of imported fuels are smuggled out 
of Iraq and sold for a profit.”59 Some oil-smuggling money reportedly ended up 
in the hands of insurgents.60 Failing to exert effective oversight came at a high 
price: the cost of corruption to Iraq during 2004 and 2005 was estimated at $4 
billion per year.61 

Developing a New Anticorruption System
To combat this “second insurgency,” U.S. officials implemented comprehensive 
reforms of Iraq’s anticorruption system, setting up new institutions and drafting 
new laws. But the U.S. efforts to help develop effective Iraqi oversight institutions, 
begun under the CPA and continued by the embassy, produced mixed results, 
primarily because of underfunding and a lack of coordination among the U.S. 
agencies administering various initiatives. 

Before the U.S. invasion, the Board of Supreme Audit (BSA) served as Iraq’s 
primary government oversight agency. Created by Great Britain during its oc-
cupation of Iraq in the 1920s, the BSA had become a paper tiger under Saddam. 
To augment the BSA’s efforts, the CPA established two new anticorruption insti-
tutions: the Commission on Public Integrity (CPI) and the ministry inspectors 
general (IGs) system.62 

The CPA’s conception of how these new entities should function was simple 
and quintessentially American. An IG would notice something amiss that could 
be the result of corruption and would forward to the CPI a file documenting his 
suspicions, along with whatever evidence he managed to gather. The CPI then 
would conduct a criminal investigation, much as the FBI does upon receiving 
a referral from a U.S. inspector general. After completing the investigation, the 
CPI would deliver its findings to the CCCI’s investigative judges. The judges, 
functioning much like U.S. prosecutors, would decide whether to bring the case 
to trial, close it, or send it back to the CPI for further investigation.63 

In practice, things rarely ran this smoothly. To begin with, the CPA failed 
to provide adequate resources to the two institutions it created. Ambassador 
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Bremer authorized a budget of just $35 million—$20 million from the DFI and 
$15 million from IRRF 2.64 Most of these funds went to the CPI, with the IGs 
receiving nothing until the very end of the CPA’s tenure. 

Compounding these funding troubles was the fact that nothing like either 
institution had previously existed in Iraq. This led to misunderstandings and 
suspicions about them among ministry officials. Modeled on Hong Kong’s much-
lauded Independent Commission Against Corruption, the CPI was intended to 
be Iraq’s primary corruption-fighting agency. The IGs were modeled on the U.S. 
system of federal inspectors general and were designed to be frontline anticorrup-
tion watchdogs in every ministry.65 But the perception of foreign taint burdened 
both the CPI and the IGs from their inception. 

High-ranking Iraqi officials expressed confusion about where these two insti-
tutions fit within the country’s highly formalized legal hierarchy. Many mistakenly 
believed that the CPI had independent arrest authority. Similarly, many GOI 
ministers mistrusted their IGs and perceived them as spies for either the Prime 
Minister’s Office or the Americans. Grafted onto the existing Iraqi legal system 
and inadequately supported by their U.S. creators, the CPI and the IGs struggled 
to find their footing in a new, corrupt, and dangerous Iraq.66 

The Commission on Public Integrity 
On January 28, 2004, CPA Order Number 55 established the CPI, giving it statu-
tory authority to investigate allegations of corruption against Iraqi governmental 
officials and to forward cases meriting judicial action to the CCCI. Order 55 
further charged the CPI with educating the Iraqi populace about the dangers of 
corruption, drafting and administering financial disclosure regulations for gov-
ernment employees, and revising Iraq’s Code of Conduct for public servants.67 

Although established in January 2004, the CPI remained leaderless until the 
waning days of the CPA. Finally, in June 2004, the last month of the CPA’s exis-
tence, Ambassador Bremer appointed Judge Radhi Hamza al-Radhi as CPI’s first 
Commissioner. Radhi had served as a judge during Saddam’s regime. Because of 
his independence and integrity, he had been imprisoned and tortured.68

Almost from the first day of its existence, American advisors were involved 
with the CPI’s operations. The State Department’s Bureau of International 
Narcotics and Law Enforcement Affairs committed $11 million to train the 
CPI’s investigators and to purchase equipment. The CPA allocated this money 
to the U.S. Department of Justice’s International Criminal Investigative Training 
Assistance Program, which provided a handful of trainers.69 By the summer of 
2005, more than 150 CPI investigators were being trained by 20 ICITAP advi-
sors.70 Significant INL-funded training programs for the CPI continued until 
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2008, when the embassy scaled them back, partly because of the CPI’s diminish-
ing effectiveness as a law enforcement institution.

During the eighteen months following its formation, the CPI filed 541 cases 
with the CCCI, including 42 against ministers, their deputies, and ministerial 
directors general. Judge Radhi later told a U.S. congressional oversight committee 
that, for perhaps the first time in Middle East history, “a minister was arrested, 
in accordance with the rule of law, in a non-political, non-sectarian manner on 
corruption charges.” He noted, however, that early cases like this inflamed strong 
opposition to the CPI, resulting in efforts to limit its powers.71 

The CCCI, which received all corruption case referrals, proved an unsatisfactory 
vehicle for prosecuting them. The overburdened court—charged with prosecuting 
terrorism, organized crime, and ethnic and sectarian violence—was either unwill-
ing or unable to devote adequate attention to corruption cases.72 Of the 3,000 cases 
forwarded to the court by the CPI between 2004 and 2007, the CCCI adjudicated 
and rendered only 241 guilty verdicts—about 8 percent. “However, the cost of 
corruption that my Commission has uncovered so far across all ministries in Iraq 
has been estimated to be as high as $18 billion,” Judge Radhi said.73

Article 136(b) of the Iraqi Penal Code—first enacted in 1971— also ham-
pered the CPI’s ability to investigate corruption. This law provides that no case 
against a ministry official or former official can go to trial without the permis-
sion of the minister of the agency involved. In June 2004, the CPA suspended 
the law, but the Iraqi government later reinstated it.74 In the six months from 
September 2006 to February 2007, Article 136(b) was invoked to block inves-
tigations by the CPI in 48 cases involving 102 defendants.75 CPI Commissioner 
Radhi believed that the use of Article 136(b) “prevented CPI from transmitting 
many corrupt employees’ cases to court until CPI received permission of the 
agency it was investigating…presenting obvious problems.” In the spring of 
2007, Prime Minister Maliki issued an executive order similarly providing that 
no action could be taken against any minister without permission of the Prime 
Minister’s Office. Radhi stated that this official action blocked many corrup-
tion cases, “at an estimated worth of 100 billion Iraqi dinar [approximately 
$80 million].”76

Despite often being stymied by these and many other roadblocks, the CPI’s 
modest efforts to enforce the law soon made it a target. Between 2004 and 2007, 
31 CPI employees were assassinated, and 12 family members were murdered. 
Judge Radhi himself lived under constant threat. He ultimately had to flee Iraq, 
seeking political asylum in the United States in August of 2007.77 Since then, 
the CPI has struggled to open new investigations and has been unable to estab-
lish a true nationwide presence. It remains an open question whether the CPI 
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is rooted firmly enough in the Iraqi political structure to survive the eventual 
withdrawal of U.S. support. 

Iraq’s Inspectors General 
CPA Order 57, signed by Ambassador Bremer on February 10, 2004, “established 
within each Iraqi ministry an Office of Inspector General . . . headed by an Inspector 
General [IG].”78 The IGs were initially appointed by Ambassador Bremer to serve 
a five-year term, which could be renewed for an additional five-year period. By the 
time the CPA closed its doors in June 2004, Bremer had named 29 IGs to five-year 
terms. When sovereignty was returned to the Iraqis in 2004, the power to appoint 
and re-appoint IGs shifted to the prime minister’s office.79

The duties of Iraqi IGs, virtually identical to those of their American counter-
parts, include auditing ministry records and activities; conducting administrative 
investigations; addressing allegations of waste, fraud, and abuse; recommending 
corrective actions to the minister; and cooperating with investigative agencies 
and the judiciary on cases.80 To accomplish these many tasks, the Government 
of Iraq is supposed to accord the IGs “full and unrestricted access to all [ministe-
rial] offices.” Order 57 also gave the IGs the power to subpoena witnesses and 
documents. The IGs are supposed to report their findings to their minister and 
to issue an annual report to the Iraqi public.81 

Today, more than 30 IGs serve in the Government of Iraq. Most of them are 
housed within its ministries, with the remainder working at quasi-ministerial 
government entities, such as the Shi’a, Sunni, and Christian Endowments. Each 
IG’s staff ranges in size from the very small (the Ministry of Foreign Affairs IG 
has approximately 20 employees) to the very large (the Ministry of Defense IG is 
authorized a staff of several thousand). The budget to pay staff and fund other ex-
penses comes from the IG’s parent ministry through the Ministry of Finance.82 

The perception of the IGs as a foreign antibody inserted into Iraq’s body 
politic by the Americans persists. Many IGs believe that “everyone assumes we’re 
just spies for the Americans.” One IG noted: “If we’re too active, our minister will 
fire us.” Another said, “If I do my job, they’ll kill me.”83

Since 2004, the U.S. government has provided limited support to build the 
capacity of Iraq’s IG system. CPA Order 57 stated that “to be effective” the IGs 
required “adequate resources.”84 The CPA, however, budgeted no DFI funds 
for the IGs, nor was any money forthcoming from the Departments of State or 
Justice. It fell to the Department of Defense to lead the way. 

In March 2004, a Department of Defense Inspector General (DoD IG) of-
ficial detailed to SIGIR, Dr. Charles Johnson, arrived in Iraq to help the new IGs. 
He quickly developed good relations with the beleaguered and ill-trained group, 
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providing them their first instruction on oversight. Johnson soon submitted a 
request for $11 million for the IGs to the CPA’s Program Review Board, but the 
proposal lost by one vote. However, on June 27, 2004—the day before the CPA 
closed shop—Ambassador Bremer overturned the vote, directing that $11 mil-
lion in Iraqi funds be allocated to support the IG system. But, Johnson recounted, 
“the IG offices were anything but operational at the time of the transition” to Iraqi 
sovereignty on June 28, 2004.85 

In 2005, a team from the DoD IG Investigations and Evaluations Directorate 
traveled to Baghdad to train and advise the IGs in the government’s two largest 
ministries: the Ministry of Interior and the Ministry of Defense. To this day, 
the Defense Department, through MNSTC-I, continues to train, mentor, and 
advise the IGs and their staffs in these ministries. Scant U.S. assistance has been 
provided to any of the other Iraqi IGs. While the State Department was pour-
ing millions of dollars and dozens of personnel into capacity building efforts at 
the CPI, it offered almost nothing to the IGs. Finally, in February 2007, State 
appointed a senior consultant to Iraq’s Inspectors General. He alone—with no 
budget—was responsible for training, mentoring, and advising the non-security 
ministry IGs.86 

The Board of Supreme Audit 
CPA Order Number 77, signed by Ambassador Bremer in April 2004, reconsti-
tuted the BSA, the oldest and most highly regarded anticorruption institution 
in Iraq and the analogue to the U.S. Government Accountability Office.87 The 
CPA’s creation of the CPI and the IG system removed and redistributed some 
of the BSA’s responsibilities, but it still remained the sole government-wide 
auditing agency in Iraq, with “jurisdiction to oversee all public contracts.”88 
Mindful of its 70-year history, the BSA guards “jealously what it perceives as its 
prerogatives.” It has been a reluctant player in the “U.S.-imposed anticorruption 
structure…often hesitant about providing its audit findings to the two other 
anticorruption agencies.”89 

When the CPA ceased operations, the BSA was still “severely antiquated in 
terms of its methodology, in terms of its requirements, and in terms of its abili-
ties.” With a staff of 1,200, it had only five computers and “only between 100 and 
150 real…auditor[s]—for an entire nation.”90 The first head of the BSA, Dr. 
Ihsan Karim Ghanem, appointed by Ambassador Bremer, was killed by a suicide 
bomber on the streets of Baghdad in 2004.91 

U.S. support for the BSA has been meager. INL allocated money to the GAO 
for an Arabic translation of its Government Auditing Standards. The GAO also 
trained a small number of mid-level auditors, but very little capacity-building 
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funding was allocated to the BSA.92 International funding was also limited.93 
Today, the BSA is functional, but its capacity to provide effective oversight of 
the Iraqi government’s expenditures needs bolstering. 

An Uphill Battle
A 2006 joint survey by SIGIR and the State Department Inspector General 
found that the institutional framework for Iraqi anticorruption activities that the 
CPA put in place was “fragile.” The absence of adequate financial support further 
weakened that framework. The survey also found that, “despite the fact that 
attacking corruption is among the top U.S. priorities in Iraq,” the total amount 
allocated through June 15, 2006, was only $65 million, “less than .003 percent 
of the total IRRF funding to date.” Furthermore, these very modest funds were 
poorly managed.94 

SIGIR’s subsequent reviews of the Anti-Corruption Working Group, formed 
by the embassy to oversee U.S. anticorruption programs, found that it suffered 
from a lack of consistent leadership and interagency coordination. In 2008, a 
SIGIR audit noted that, despite an articulated commitment to improving the U.S. 
anticorruption program, much more “remains to be accomplished to establish 
and implement a comprehensive and effective program.”95
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Investigating Fraud

If an IG team was in there from the get-go, we may have had free 
rein, but it would not be the Wild West. They could have told us, 
if you do A, B, C, D, you won’t get in trouble. It might have been a 
pain in the butt, but we would live with it.*

Robert J  Stein  
Comptroller, CPA South-Central Region (2003-2004)  

(now serving nine years in prison)

Since April 2003, hundreds of thousands of U.S. civilian and military personnel 
have participated in the Iraq reconstruction effort. The vast majority of them 
served honorably, but some did not. During the CPA’s existence, when there 
was little oversight of the reconstruction effort and no fraud-fighting presence in 
Iraq, an unscrupulous few took advantage of the chaotic circumstances to enrich 
themselves. Not until SIGIR (then operating as the CPA Inspector General) 
began to deploy to Baghdad in March 2004, did the United States have meaning-
ful numbers of auditors and investigators permanently based in Iraq to pursue 
allegations of fraud, waste, and abuse. 

As the chart at the end of this chapter shows, there have been at least 35 
convictions resulting from criminal misconduct committed during the U.S. re-
construction program. Although this amounts to a small percentage of the total 
number of Americans who have served in Iraq, the egregious acts by those who 
chose to break the law harmed the rebuilding effort in two important ways. First, 
their criminal activity diverted funds from important projects, sidetracking the 
programs in which those projects played a part. Second, their criminality tar-
nished the reputation of the United States in the eyes of many Iraqis. Although 
the scope of the fraud was relatively small, the brazen nature of many of the crimes 
underscores the importance of maintaining a strong oversight presence from the 
beginning of any contingency relief and reconstruction operation. 

The Bloom-Stein Conspiracy
During the U.S. occupation’s first months in 2003, rumors of theft and fraud were 
rife throughout the CPA and contractor communities. Once SIGIR established 
a presence in the Republican Palace in March 2004, whistleblowers had a place 

* SIGIR interview with Robert Stein, former Defense Department contractor, Federal Penitentiary, 
Petersburg, VA, June 13, 2007.
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to report alleged crimes. In April 2004, one such individual told SIGIR auditors 
about troubling financial practices he had witnessed—and, in fact, had partici-
pated in—as a member of the CPA Comptroller’s office. He specifically raised 
concerns about the regional comptroller for the CPA’s South-Central Region. 

The Scheme Unfolds
Robert J. Stein, Jr., served as Comptroller for the CPA’s South-Central Region 
in late 2003 and 2004. Stein, who liked to dress in black and tell people he had 
been a member of the U.S. Army’s elite Delta Force (one of many lies he told), 
was hired by S&K Technologies, a company with a $5 million contract to provide 
administrative support services to the CPA. Despite a federal credit-card fraud 
conviction in 1996—for which he served eight months in prison—Stein was 
cleared to serve in Iraq. He also had been sued for embezzling $750,000 from a 
previous employer.1 SIGIR auditors later learned that Stein reportedly had an 
accomplice who helped him hide these potentially disqualifying facts.2

Stein arrived in Iraq in November 2003, and was sent to the South-Central 
Region headquarters in Hilla, about an hour’s drive southwest of Baghdad and the 
site of the ancient city of Babylon and Nebuchadnezzar’s palace. Stein’s first assign-
ment was as director of security, logistics, and re-supply operations. In December 
2003, when the sergeant then serving as the South-Central Region’s comptroller 
went on leave, Stein was placed in the position, making him responsible for oversee-
ing, disbursing, and accounting for millions of reconstruction dollars. “I was supposed 
to be the operations specialist,” Stein later said, “I wasn’t there to be comptroller.”3 

Almost immediately upon assuming his new office, Stein entered into a crimi-
nal conspiracy with Philip Bloom, a corrupt American contractor with burgeoning 
businesses in Iraq. From December 2003 to June 2004, Stein rigged bids for and 
funneled contracts to Bloom, who received more than $8.6 million in cash from 
this fraudulent activity. Bloom repaid Stein and other complicit CPA employees 
with a variety of kickbacks, including jewelry, deluxe cars, weapons, business-class 
airline tickets, and cash. Bloom also laundered more than $2 million in stolen 
funds for Stein and his fellow CPA South Central criminals, using bank accounts 
in Iraq, Switzerland, and Romania (of which he was a dual citizen).4 

The Scheme Unravels
On the day the SIGIR (then the CPA-IG) was appointed—January 20, 2004—
Stein emailed Bloom: “I love to give you money.”5 The Bloom-Stein conspiracy 
was, at that moment, in full tilt. But its unraveling began in April 2004, when 
complaints about Stein came to SIGIR’s attention. In response to these allega-
tions, SIGIR immediately deployed auditors to Hilla to investigate.6 
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SIGIR’s auditors met in Hilla with Lieutenant Colonel Deborah Harrison, 
the South-Central Region’s deputy comptroller. Harrison—known as the “bird 
lady of Hilla” because of the large bird cage in her office populated by more than 
twenty birds—told the auditors that regional comptroller Robert Stein was on 
emergency leave in the United States because his son had brain cancer. The audi-
tors later would learn that Stein was actually on a trip to Disneyland with his son, 
for which Bloom had paid all expenses.7 

The auditors pressed Harrison for documentation on the South-Central 
Region’s use of money on reconstruction projects. She was unable to provide 
any records, but attempted to allay concerns by assuring the auditors that she 
would get all the documents from Stein when he returned. Harrison then emailed 
Stein, warning him that the SIGIR auditors were onto his criminal scheme. “Don’t 
worry,” Stein retorted, “[SIGIR] will never figure it out.”8

The Audits Begin
The auditors were now highly suspicious that significant fraud was occurring 
in the CPA office at Hilla. They initiated an audit to track every dollar spent 
by the South-Central Region and to determine how much money the CPA’s 
Comptroller had disbursed to Stein to fund reconstruction activities. 

The CPA Comptroller’s documents indicated that Stein had received three 
disbursements totaling $57.8 million in cash.9 But the lead SIGIR auditor found 
a picture in Hilla showing Stein surrounded by a mountain of cash, with a sign 
saying, “$58.8 million.” When the auditors alerted the CPA Comptroller to this 
fact, the Comptroller responded, “I have no idea how much [money] Stein got.” 
The auditors found other incriminating photos, including one showing several 
hands reaching into a suitcase containing millions of dollars in cash, with one 
hand—Stein’s—sporting an expensive Breitling watch, which he had recently 
received from Bloom.10 

After Stein returned to Hilla, SIGIR’s auditors confronted him about the fund 
discrepancies they had found. Stein recounted that he had traveled to Baghdad 
in January 2004 with three others from Hilla in two unarmored SUVs to pick up 
tens of millions of dollars in cash for reconstruction from the CPA Comptroller’s 
vault. He said he met with the CPA Comptroller’s staff, signed a receipt (which 
the CPA Comptroller could not produce for SIGIR’s auditors), backed up his 
SUV to the palace entrance, and loaded more than $58 million in cash into the 
back. “It’s amazing,” he later said. “The vault had pallet upon pallet of hundred 
dollar bills. This was more cash than Donald Trump had ever seen in his life. 
When you work around money like that, it becomes ‘so what, it’s just paper.’ 
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The procedures were so lax it was unbelievable. I worked government contracts 
before in the States, so I know.”11 

After their meeting with Stein, the auditors called the IG with troubling 
news—there was evidence of rampant fraud in Hilla. The IG promptly deployed 
a team of investigators to support the auditors’ work. SIGIR’s lead auditor had 
documented a litany of various acts of alleged fraud, waste, and abuse by Stein 
and Bloom. The most flagrant examples involved two pet projects of Stein’s: the 
Babylon Police Academy and the Kerbala Library. 

The Babylon Police Academy 
The Babylon Police Academy was intended to be the leading police training insti-
tute for the South-Central Region. Stein awarded eleven contracts and four grants 
to Bloom for demolition work, barracks and classroom construction, and the 
purchase of generators and other equipment. Upon review of the contracts and 
grants, the auditors found that Stein had kept the costs of each contract and grant 
below $500,000—the ceiling above which he would have had to seek approval 
from the CPA’s Comptroller before award.12 The auditors further discovered that 
Stein had disbursed most of the contract and grant money before any contracts 
had been signed. When SIGIR auditors visited the police academy, they saw that 
much of the work was incomplete or had not begun. 

The contracts and grants for the police academy totaled $7.3 million. Of that, 
SIGIR concluded that CPA officials “needlessly expended almost $1.3 million 
in contract funds for duplicate construction” and for “equipment not needed, 
not delivered, and overpriced.” Moreover, Stein “could not account for more 
than $2 million of disbursed grant funds.” The auditors were also “unable to 
clearly determine” whether the remaining $4 million had been used to meet 
contract obligations.13

The Kerbala Library
Located 45 kilometers south of Hilla, the Kerbala Library houses southern Iraq’s 
most important collection of Arabic translations of western literature—as well as 
books on history, philosophy, politics, and science. Stein awarded five contracts 
to Bloom’s companies, ostensibly to repair the aged library, to purchase furniture 
and new bookcases, to provide Internet services and landscaping, and to train 
librarians. Stein also approved a $210,000 grant to pay librarian salaries and is-
sued 33 micro-contracts—worth approximately $535,000—to purchase 30,000 
books. The total outlays came to $2,128,916.14 

When SIGIR auditors visited the library, they found the same problems 
they had seen at the police academy: circumvention of regulations, improper 
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disbursements, and the failure to monitor contracts. The quantity and quality of 
equipment delivered was far below the requirements stipulated in the contract. 
For example, the contractor provided only 14 personal computers and desks, not 
the 68 computers and 60 desks required by the contract. There were no Internet 
connections. Flimsy plastic patio chairs, not the upholstered metal ones specified 
in the contract, sat in the hall. The library’s manager said he had received no grant 
money for salaries or books. 

SIGIR’s auditors concluded that CPA officials had needlessly disbursed more 
than $1.8 million on the project to rehabilitate the library. Of this, about $1.6 
million was spent on work that was never done.15 

End Game
During 2004 and 2005, several auditors from SIGIR spent many months in Hilla, 
carefully reviewing documentation, visiting project sites, and interviewing CPA 
South-Central Region personnel. A series of audits issued in 2005 detailed nu-
merous findings of egregious misconduct, mismanagement, and potential fraud, 
concluding that the CPA’s “controls” of cash disbursements were so weak that 
“the South-Central Region paying agents and the DFI Account Manager could 
not properly account for or support $96.6 million in cash and receipts.”16 

SIGIR’s investigators, along with partners from the Internal Revenue Service 
and Immigration and Customs Enforcement, soon pieced together this spectacu-
lar array of incriminating evidence, bringing into relief the complex Bloom-Stein 
conspiracy and implicating a handful of senior officials in Hilla. SIGIR took the 
case to Department of Justice prosecutors, who presented it to a grand jury. 
Subpoenas were issued and, in November 2005, Robert Stein was arrested at 
his home in Fayetteville, North Carolina.17 

Six people were eventually convicted for their roles in the Bloom-Stein crimi-
nal scheme; another was charged and is awaiting trial. Stein, convicted on money 
laundering and fraud charges, received a prison sentence of nine years. Bloom 
pleaded guilty to three counts of conspiracy, bribery, and money laundering, and 
received a sentence of 46 months. Lieutenant Colonel Bruce Hopfengardner, who 
conspired to direct contracts to Bloom and received $100,000 in kickbacks, was 
convicted and sentenced to 21 months in prison. Lieutenant Colonel Harrison, 
the deputy comptroller at the South-Central Region headquarters, pleaded guilty 
to fraud after admitted to receiving a Cadillac Escalade from Bloom and stealing 
more than $300,000 from the CPA. She awaits sentencing.18 

After a lengthy trial in October 2008, Colonel Curtis Whiteford, once the 
second-most senior official in Hilla, and Lieutenant Colonel Michael Wheeler, 
an advisor on South-Central Region reconstruction projects, were convicted of 
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conspiracy to commit bribery and for interstate transportation of stolen property. 
Whiteford and Wheeler also await sentencing.19 

Although federal prosecutors proved beyond a reasonable doubt that the 
Bloom-Stein criminals stole at least $8.6 million, the full extent of their fraud was 
probably greater. How much they actually stole will probably never be known. 

The Cockerham Case 
In mid-2006, agents from SIGIR and the Departments of Defense, Treasury, 
Homeland Security, and Justice initiated a lengthy joint investigation that broke 
up a multi-million-dollar bribery scheme at Camp Arifjan, Kuwait. On July 22, 
2007, U.S. Army Major John Cockerham, the chief perpetrator of the scheme, was 
arrested at his home in San Antonio, Texas, by SIGIR and other federal agents for 
bribery, money laundering, and conspiracy. While serving as a contracting officer 
in Kuwait, Cockerham solicited and received more than $9 million in bribes from 
Defense Department contractors in exchange for awarding them contracts for 
bottled water and other goods and services funded in part by money from the Iraq 
Relief and Reconstruction Fund. Cockerham’s wife and sister were also charged 
for their money-laundering activities. Cockerham and his wife pleaded guilty on 
January 31, 2008. They await sentencing. Cockerham’s sister was scheduled for 
trial in March 2009.20 

Major James Momon, Jr., the officer who replaced Cockerham in Kuwait and 
who continued the crime scheme, also pleaded guilty to bribery and conspiracy 
to commit bribery. According to his plea agreement, entered on August 13, 
2008, Momon accepted $5.8 million in bribes from five Defense Department 
contractors supplying goods and services to U.S. military bases in Kuwait. He 
also awaits sentencing.21 

Investigative Results
From 2004 to 2008, SIGIR has built a robust investigative capacity, with 26 in-
vestigators on staff, including 6 stationed in Iraq. SIGIR’s investigations, which 
frequently have involved teaming with other law enforcement organizations, 
have produced eighteen indictments, thirteen convictions, five imprisonments, 
and more than $17 million in fines, forfeitures, and restitution payments as of 
December 31, 2008. 

SIGIR and the other law enforcement agencies operating in Iraq have obtained 
at least 35 convictions. The following table provides an overview of those cases.
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Name Charges Date of  Conviction Sentence

Maj. Theresa Baker, USAR
Contracting Officer Conspiracy and bribery 12/22/2008 Pending

Col. Curtis Whiteford, USAR
Senior Official, CPA South-
Central Region

Conspiracy, bribery, 
and wire fraud 11/7/2008  Pending

Lt. Col. Michael Wheeler, 
USAR CPA Reconstruction 
Advisor

Conspiracy, bribery, 
wire fraud, interstate 
transportation of stolen 
property, and bulk cash 
smuggling

11/7/2008  Pending

David Ramirez
Contractor, Readiness 
Support Management, Inc.

Bulk currency 
smuggling and 
structuring 
transactions

10/9/2008 Pending

Lee Dubois
Contractor, Future Services 
General Trading and 
Contracting Company

Theft of government 
property 10/7/2008 Pending

Robert Bennett
Contractor, KBR

Violating the Anti-
Kickback Act 8/28/2008  Pending

Maj. James Momon, Jr., USA
Contracting Officer Conspiracy and bribery 8/13/2008  Pending

Lt. Col. Debra M. Harrison, 
USA Acting Comptroller for 
CPA South-Central Region

Conspiracy, bribery, 
money laundering, 
wire fraud, interstate 
transportation of stolen 
property, smuggling 
cash, and preparing 
false tax returns

7/28/2008  Pending

Maj. John Lee Cockerham, 
Jr., USA Contracting Officer

Bribery, conspiracy, 
and money laundering 6/24/2008 Pending

Melissa Cockerham
Wife of Maj. John Cockerham

Conspiracy and money 
laundering 6/24/2008 Pending

Lt. Col. Levonda Selph, USAR
Contracting Officer Conspiracy and bribery 6/10/2008 Pending

Raman International Corp. Conspiracy and bribery 6/3/2008 $500,000 fine and 
$327,192 restitution

Michael Carter
Project Engineer, Force 
Protection Industries

Violating the Anti-
Kickback Act 1/25/2008  Pending

Capt. Austin Key, USA
Contracting Officer Bribery 12/19/2007 Pending

Maj. John Rivard, USAR
Contracting Officer

Bribery, conspiracy, 
and money laundering 7/23/2007

10 years in prison; 
3 years supervised 
release; $5,000 
fine; and $1 million 
forfeiture order 

Kevin Smoot
Managing Director, Eagle 
Global Logistics, Inc.

Violating the 
Anti-Kickback Act 
and making false 
statements

7/20/2007

14 months in prison; 
2 years supervised 
release; $6,000 fine; 
and $17,964 restitution
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Name Charges Date of  Conviction Sentence

Anthony Martin
Subcontractor Administrator, 
KBR

Violating the Anti-
Kickback Act 7/13/2007

1 year and 1 day 
in prison; 2 years 
supervised release; and 
$200,504 restitution

Jesse Lane, USAR
223rd Finance Detachment

Conspiracy and honest 
services wire fraud 6/5/2007

30 months in prison 
and $323,228  
restitution

Steven Merkes
DoD Civilian, Operational 
Support Planner

Accepting illegal 
gratuities 2/16/2007

12 months and 1 day 
in prison and $24,000 
restitution

Chief Warrant Officer Peleti 
Peleti, Jr., USA Army’s Food 
Service Advisor for Kuwait, 
Iraq, and Afghanistan

Bribery and smuggling 
cash 2/9/2007

28 months in prison 
and $57,500 fine and 
forfeiture

Jennifer Anjakos, USAR
223rd Finance Detachment

Conspiracy to commit 
wire fraud 11/13/2006

3 years probation; 
$86,557 restitution; 
and $100 assessment

Sgt. Lomeli Chavez, USAR
223rd Finance Detachment

Conspiracy to commit 
wire fraud 11/13/2006

3 years probation; 
$28,107 restitution; 
and $100 assessment

Sgt. Derryl Hollier, USAR
223rd Finance Detachment

Conspiracy to commit 
wire fraud 11/13/2006

3 years probation; 
$83,657.47 restitution; 
and  $100 assessment

Sgt. Luis Lopez, USAR
223rd Finance Detachment

Conspiracy to commit 
wire fraud 11/13/2006

3 years probation; 
$66,865 restitution; 
and $100 assessment

Bonnie Murphy
Contracting Officer

Accepting unlawful 
gratuities 11/7/2006 1 year supervised 

release and $1,500 fine

Samir Mahmoud
Employee of U.S. 
construction firm

Making false 
statements 11/3/2006

1 day credit for time 
served; and 2 years 
supervised release

Gheevarghese Pappen
USACE Civilian 

Soliciting and 
accepting illegal 
gratuities

10/12/2006
2 years in prison; 1 year 
supervised release; and 
$28,900 restitution

Lt. Col. Bruce 
Hopfengardner, USAR
Special Advisor to CPA 
South-Central Region

Conspiracy, conspiring 
to commit wire fraud 
and money laundering, 
and smuggling 
currency

8/25/2006

21 months in prison; 
3 years supervised 
release; $200 fine; and 
$144,500 forfeiture

Faheem Mousa Salam
Interpreter, Titan Corp.

Violating the Foreign 
Corrupt Practices Act’s 
Anti-Bribery Provisions

8/4/2006

3 years in prison; 2 
years  supervised 
release; 250 hours 
community service; 
and  $100 special 
assessment

Mohammad Shabbir Khan
Director of Operations for 
Kuwait and Iraq, Tamimi 
Global Co. Ltd.

Violating the Anti-
Kickback Act 6/23/2006

51 months in prison; 
2 years supervised 
release; $10,000 fine; 
$133,860 restitution; 
and $1,400 assessment
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Name Charges Date of  Conviction Sentence

Philip Bloom
Owner - Global Business 
Group, GBG Holdings, and 
GBG-Logistics Division 

Conspiracy, bribery, 
and money laundering 3/10/2006

46 months in prison; 
2 years supervised 
release; $3.6 million 
forfeiture; $3.6 million 
restitution; and $300 
special assessment

Stephen Seamans, 
Subcontracts Manager, KBR

Wire fraud, money 
laundering, and 
conspiracy

3/1/2006

12 months and 1 
day in prison; 3 years 
supervised release; 
$380,130 in restitution; 
$200 assessment

Christopher Cahill
Regional Vice President, 
Middle East and India, Eagle 
Global Logistics, Inc.

Major fraud against the 
United States 2/16/2006

30 months in prison; 
2 years supervised 
release; $10,000 fine; 
and $100 assessment 
(a civil settlement with 
EGL arising from the 
same facts resulted 
in a settlement of $4 
million)

Robert Stein
CPA South-Central 
Comptroller and Funding 
Officer

Felon in possession of 
a firearm, possession of 
machine guns, bribery, 
money laundering, and 
conspiracy

2/2/2006

9 years in prison; 3 
years of supervised 
release; $3.6 million 
forfeiture; $3.5 million 
restitution; and $500 
special assessment

Glenn Powell
Subcontracts Manager, KBR

Major fraud and 
violating the Anti-
Kickback Act

8/1/2005

15 months in prison; 
3 years supervised 
release; $90,973.99 
restitution; and $200 
assessment

Source: SIGIR, Quarterly Report to the United States Congress, January 2009, Section 4.

Fighting Fraud in Contingency Operations
In the first year of the reconstruction experience in Iraq, weak or absent oversight 
permitted unscrupulous individuals to commit fraud and other crimes. This hard 
lesson underscores the need to ensure that future contingency operations include 
strong oversight from their outset so that U.S. taxpayers’ dollars are kept as safe 
as possible from criminal abuse, and that when crimes do occur, the perpetra-
tors are caught and brought to justice. Although maintaining the proper balance 
between operational effectiveness and strong oversight will always be challenging 
in a contingency operation, ensuring a robust inspector general presence from an 
operation’s inception must never again be overlooked as it was in Iraq.
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Essential Services Overview – Transition 
from Negroponte to Khalilzad

Metric22
Pre-

invasion
Post-

invasion
CPA 

Transition
Negroponte 

Era

Electricity Production 
Megawatts 4,075 711 3,621 4,262

Oil Production 
Million Barrels per Day 2.58 0.30 2.16 2.13

Iraqi Security Forces
Soldiers and Police 1,300,000 7,000-9,000 87,000 171,300

Telecommunications
Landline Subscribers 833,000 0 791,000 998,000

Mobile Subscribers 80,000 0 461,000 2,422,000

Human Toll
U.S Troop Fatalities - 139 862 1,745

Civilian Contractors - 1 46 217
U.S. Civilians - ~9 52 113

Iraqi Civilians - 7,413 16,848 29,155

Financial Cost ($ billions) 
U.S Funding - $3.45 $22.93 $29.21

Iraqi Funding - $0.00 $16.00 $21.03
International Funding - $0.00 $13.60 $13.87

Total Funding - $3.45 $52.53 $64.11

In June 2005, Iraq’s average daily electricity production was 4,262 megawatts, 
an increase of approximately 600 megawatts from the year before.23 A variety of 
problems—including security, cuts in IRRF 2 funding, and decisions to defer 
maintenance in favor of short-term generation initiatives—made these levels of 
production unsustainable. 

More than $5 billion was drawn from IRRF 2, Defense Department funds, and 
Iraqi money to support oil sector reconstruction, but Iraq’s unstable security 
environment—including numerous attacks on pipelines and other oil facilities—
delayed projects and reduced production and exports. Thus, oil production had 
not returned to prewar levels by the time Ambassador Negroponte left Iraq in 
mid-2005.24 
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Chapter 22 
Khalilzad’s Adaptations

The Khalilzad approach was very much a systems-management 
RAND-style approach, which is come in, assume nothing…and 
take a new look from the ground up. What are the mission tasks? 
What are the mission resources? And what are the structures to 
apply those resources most effectively?*

Ambassador David Satterfield  
Deputy Chief of Mission (2005-2006) 

The Iraq that Zalmay Khalilzad left in the spring of 2003—after serving as 
Special Presidential Envoy and Ambassador-at-large to the Free Iraqis—was 
not the country to which he returned as the new U.S. Ambassador in June 2005. 
Khalilzad’s April 2003 attempt to piece together an interim Iraqi government with 
Jay Garner had been superseded by a fourteen- month occupation during which 
the CPA assumed all governing responsibilities. Iraqi factions reacted violently 
to the occupation, turning against each other and the Coalition. Two years later, 
the violence had claimed the lives of nearly 25,000 Iraqi civilians, 1,328 Coalition 
soldiers, and 330 contractors.1 “Security,” Ambassador Khalilzad said, “was a 
defining issue, shaping everything, and it got more complicated over time.”2

Khalilzad—the Bush Administration’s highest-ranking Muslim official—is an 
American who was born in Afghanistan and raised as a Sunni. He watched Iraq’s 
descent into violence from the country of his birth, where he had served as ambas-
sador since November 2003. During his ambassadorship, Khalilzad succeeded 
in helping Afghan leaders draft a constitution, strengthen their new democratic 
government, and develop their economy. Most notably, Khalilzad pioneered 
Provincial Reconstruction Teams (PRTs), a novel approach to stabilizing Afghan 
provinces that placed civilian development experts in military units.3 

The U.S. reconstruction program that Khalilzad took over in Iraq was several 
orders of magnitude larger than the effort in Afghanistan. In the economy-of-
force operation that Khalilzad led in Kabul, all the relevant high-level military 
and civilian staff could fit around a single table. In Baghdad, he arrived to an 
immense, sprawling enterprise, with separate military and civilian headquarters 
on opposite sides of the city managing separate—and frequently disconnected—
reconstruction missions.

* SIGIR interview with Ambassador David Satterfield, former Deputy Chief of Mission, April 14, 2008.
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Iraq’s desperate political and security situations required Khalilzad’s immedi-
ate intervention. The Sunni boycott of the January 2005 elections left the Iraqi 
Interim Government dominated by Shi’a and Kurdish factions, which maneu-
vered to consolidate control over federal and provincial institutions. The ensuing 
polarization fueled an escalation in sectarian violence that slowed the pace of 
reconstruction and dimmed prospects for national reconciliation. Khalilzad 
needed a new strategy. 

Strategic Reassessment
Before the new ambassador’s arrival, the Departments of Defense and State 
had begun independent reviews of reconstruction strategy. Secretary Rumsfeld 
dispatched retired General Gary Luck to Iraq to review security force training. 
Luck’s call to expand in-the-field training of Iraq’s army and police seconded 
an emerging consensus in Washington for increased investment in the security 
sector.4 The new Iraq Security Forces Fund (ISFF), with its $5.7 billion for ISF 
support, opened a new stream of significant reconstruction funding that, in time, 
would rival the IRRF in size.5 

In early February 2005, newly confirmed Secretary of State Condoleezza Rice 
sent a team to Iraq led by Ambassador Richard Jones, the former CPA deputy 
administrator.6 Jones concluded that violence and fragmentation had caused the 
Iraqi state to fail and called for the reconstruction effort to pivot from a capital-
investment approach to a capacity-building focus. The Jones report reached 
troubling conclusions about the civilian element of the program, finding that 
reconstruction efforts as then configured—with personnel generally restricted 
to the Green Zone and only four regional outposts—was ill suited to reviving 
Iraq’s provincial and local governments. Jones called for new joint civil-military 
teams to deploy into the provinces, possibly placing one in every combat brigade.7 
The Jones team also found that the lack of on-the-job mentoring of police forces 
led to poor neighborhood policing, a critical weakness in a country in the grip 
of an insurgency.8

Ambassador Khalilzad used these and other reviews to develop a new strat-
egy.9 First, he sought to broaden Sunni participation in the political process, 
hoping to convince Sunni insurgents to view the United States as an “honest 
broker” and thus to encourage them to lay down their arms. Khalilzad believed 
that only if Sunnis reengaged with the government could he shepherd the coun-
try’s leaders through the difficult process of writing a constitution.10

Khalilzad’s second priority was to defeat the insurgency, a task that demanded 
close collaboration with General George Casey, commanding general of MNF-
I. After considering several counterinsurgency strategies, Khalilzad favored the 
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“oil-spot” approach advocated by defense policy analyst Andrew Krepinevich, 
which called for the targeted application of military force to create safe havens 
from which stability could be extended.11 The success of the oil-spot approach 
hinged upon the delivery of reconstruction aid immediately after military clearing 
operations that suppressed violence. Local populations would support Coalition 
efforts only if they saw tangible, sustainable improvements in their quality of life. 
Whether to adopt a more aggressive country-wide counterinsurgency posture or 
keep the military mission focused on the transition to Iraqi security forces would 
later become the subject of intense debate between Secretaries Rumsfeld and 
Rice. Rumsfeld favored the transitional approach.12

Finally, Khalilzad had to reevaluate the complex and disjointed reconstruc-
tion effort.13 Upon his arrival in Baghdad, his first act—like Negroponte’s before 
him—was to freeze all IRRF 2 obligations while he conducted a bottom-up re-
view. “He was not convinced that the decisions of 2002 and 2003 were relevant 
to the world of summer 2005,” said Ambassador David Satterfield, Khalilzad’s 
deputy chief of mission.14 Khalilzad wanted to move funding into civilian stability 
operations that would help support a counterinsurgency campaign and empha-
size IRRF projects that would have an immediate impact. “I came to do a job,” 
said Khalilzad of his IRRF 2 review, “And the question was really, ‘how much did 
I have of the $18 billion?’”15 

Reconstruction at an Impasse
Khalilzad landed in Iraq as the actual rebuilding work under IRRF 2 peaked. By 
the end of June 2005, the Congress had appropriated almost $30 billion in tax-
payer dollars for Iraq’s reconstruction to an alphabet soup of funding accounts, 
including IRRF 1, IRRF 2, ESF, CERP, and ISFF.16 The DFI and international 
donors also funded reconstruction, but only a small percentage of the interna-
tional pledges had been kept.17 

After a long planning and mobilization phase, the sweeping reconstruction 
program initiated by Ambassador Bremer’s CPA—and modified by Ambassador 
Negroponte’s re-programming—was in high gear, with a thousand projects fin-
ished and a thousand more underway. Tens of thousands of private contractors 
from hundreds of firms now worked across Iraq, employing an estimated 180,000 
Iraqis on U.S.-funded projects.18 Of the $18.4 billion IRRF 2 appropriation, nearly 
three-quarters had been obligated and a third disbursed.19 Under the structure 
set up in Baghdad, State Department officials directed most programs, while the 
Defense Department officials executed the lion’s share of their funding, managing 
seventy cents of every U.S. dollar spent. The rest was divided among USAID, the 
Department of State, and Treasury.20 



• 232 •

• Chapter 22 •

Despite extraordinary outlays of cash and other resources, the IRRF 2 pro-
gram had not achieved its goal of stabilizing Iraq or significantly improving 
infrastructure outputs. Delivery of essential services continued to lag behind 
targets established by reconstruction managers.21 Oil revenues were not yet suf-
ficient to fund all Iraqi government operations and a nationwide reconstruction 
program.22 The power grid remained unreliable; fuel shortages, sabotage, and a 
fragile distribution system caused frequent blackouts, including a nationwide one 
in August 2005.23 Rising security costs and the cancellation or delay of dozens 
of water-sector projects made it unlikely that the Coalition’s original goals for 
potable water and sewage would be met.24 

In all sectors, rebuilding was more difficult, more expensive, and more time 
consuming than anticipated, primarily because of continuing violence, but also 
because of contracting snarls and quality-control shortfalls. Maintaining what 
the United States built—what officials called the challenge of sustainment—
emerged as yet another problem for reconstruction managers. Some completed 
projects transferred to Iraqi control were falling apart, raising concerns that Iraqi 
administrators—with their outmoded technical skills, limited management 
capacity, and uneven access to spare parts and supplies—would be unable to 
maintain new U.S.-provided facilities.25 

Despite some significant local successes, the reconstruction effort had yet to 
generate the hoped-for nationwide goodwill that might temper attacks against 
Coalition forces and calm tensions among Iraq’s rival groups. Most Iraqis per-
ceived their lives as no better than under Saddam; for some, life seemed worse.26 

Reconstruction Gaps
By the spring of 2005, policymakers were beginning to identify internal weak-
nesses in the reconstruction program. Poor interagency cooperation across the 
vast enterprise was plainly evident. At least a dozen offices representing six U.S. 
agencies directly spent IRRF 2 funds. According to a SIGIR report, there was 
“minimal, if any, integration among the various systems that these offices used 
to manage information on contracting, finance, and projects.”27 

Incompatible data systems made generating a reliable, consolidated view of 
all activities a virtually impossible task. The reconstruction program lacked the 
basic elements of integrated program management, including a database that 
could match projects with the contracts that fund them and estimate how much 
their completion would cost. The organizational fragmentation made it difficult 
to present an accurate picture of progress.28 

How the institutions that managed reconstruction interfaced with each other 
was also a leading cause for concern. The July 2003 decision by the CPA to create 
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an ad hoc contracting and management structure—the PMO—had by 2005 
led to many degrees of separation among Coalition officials, contractors, and 
the mid- and lower-level Iraqi officials who would inherit what had been built 
or rebuilt. 

At the very bottom of this administrative ladder was an army of contractors 
who actually did the brick-and-mortar work. The project scopes and require-
ments to which they built frequently were not determined in partnership with 
the ultimate customer—the Iraqis—as should ordinarily happen. Instead, the 
attempt by U.S. program officers to work on the Iraqis’ behalf frequently ran 
afoul of what they wanted. By 2005, most U.S. reconstruction managers were 
concentrated in the PCO. But USAID, State, MNF-I, JCC-I, and USACE also 
had contracting and program officers; and for almost all rebuilding projects, the 
GRD provided quality assurance and independent verification of results.29 

IRMO was yet another player. The Ambassador made IRMO responsible for 
overall policy guidance on reconstruction and granted its director the additional 
title of “Strategic Director of Economics and Governance,” with broad responsi-
bilities for ensuring program coordination.30 In the opinion of Lieutenant General 
Peter Chiarelli, who returned to Iraq as MNC-I commander in November 2005, 
IRMO “became another layer that I felt, in many instances, was detached from 
reality.”31 To Ambassador Khalilzad, however, IRMO was a central node that 
helped him manage the massive reconstruction enterprise.32 

The complex of administrative structures that managed Iraq’s reconstruction 
in 2005 and 2006 would have been difficult to navigate in peacetime. But Iraq was 
not safe, and the violence was killing more contractors each month. MNF-I did 
not have enough forces to provide fixed security for Iraq’s critical infrastructure—
oil pipelines, refineries, and electrical substations—and still conduct its other 
counterinsurgency operations. Contractors and civilian government officials 
continued to rely heavily on the private sector for security. 

Private security services, provided by dozens of companies, protected recon-
struction people and programs; security costs could increase a typical project’s 
price tag by up to 22 percent.33 The need to guard Coalition advisors as they 
worked within Iraqi ministries drove security costs for capacity-building projects 
higher still, ranging from 24 to 53 percent.34 Because contracts let under IRRF 
2 assigned responsibility for security to the contractor, expenses for guards and 
hardening facilities were taken directly from funds that would otherwise have 
been used for brick-and-mortar work. To make up the difference, mangers had 
to de-scope projects or provide additional funds.

The insurgency had a powerful second-order effect. By restricting most re-
construction personnel to the Green Zone, the violence disrupted the oversight 
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relationships necessary to ensure a project’s successful completion. Program 
managers, contracting officers, contractors, and the engineers who conduct qual-
ity assurance normally work together in the field, but insurgent activity made such 
face-to-face collaboration impossible. Oversight ordinarily done on site was now 
done via email, sometimes through hired Iraqi surveyors using digital cameras 
to take pictures—or not done at all. Teams from GRD continued conducting 
missions from their offices in south, central, and northern Iraq, but security condi-
tions drastically curtailed their size and number.35 

Although a number of Iraqis found employment as subcontractors, IRRF 2 
did not bring about the large-scale job creation originally envisioned. Rather than 
hiring local firms directly, IRRF 2 introduced a competitive contracting process 
similar to that used in the United States. Letting contracts under the FAR was 
a roadblock for many Iraqi firms, most of whom knew nothing about federal 
contracting. The acquisition regulations mandated by U.S. law thrust Web-based 
personal identification numbers and thousand-page rulebooks on family-run 
businesses that had yet to join the global business environment. Online contract-
ing, which frequently entailed bids of more than a hundred pages, bewildered 
Iraqi contractors who were used to sealing a business deal with just a handshake. 
Ruth-Ann Ijames, a senior advisor to JCC-I, described the challenge as “trying to 
make U.S. rules work in a non-U.S. country to mobilize a non-U.S. economy.”36 

A second roadblock for Iraqi contractors was the difficulty of obtaining start-
up capital. IRRF 2 contracting used a purchase-order system in which payment 
was rendered upon delivery of services, not in advance. As a result, Iraqi con-
tractors who had performed satisfactory work on a pay-as-you-go cash basis for 
military contracting officials in the pre-IRRF 2 days were relegated to the role 
of subcontractors, working for other firms—often from Gulf States—who had 
mastered the art of bidding on projects and possessed sufficient capital to cover 
start-up costs.37 This subsidiary position, combined with their unfamiliarity with 
the complexities of modern contracting, left Iraqi companies vulnerable to preda-
tory business partners from the United States and elsewhere.38 

Ambassador Daniel Speckhard, IRMO’s second director, explained that “lay-
ers of middlemen” emerged as large multinationals “tried to find local partners 
to be able to implement their programs.”39 Even as the U.S. objective to “employ 
Iraqis” grew more pressing, the Coalition’s actual capacity to do so trended in 
the opposite direction. The U.S. program was allowing too many reconstruction 
dollars to exit Iraq into the coffers of non-Iraqi firms.

IRRF 2 emphasized capital expenditures—the building of new facilities—
rather than improving existing infrastructure and the ability of Iraqis to sustain 
it. The end result was that the U.S. invested billions of dollars for only marginal 
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gains in essential services. In the view of one assessment, Iraq was a bleed-
ing patient, hemorrhaging at an alarming rate, kept alive only by expensive 
American transfusions.40

When Khalilzad arrived, many planned reconstruction projects had yet to 
start and a significant number that were underway would not be finished, giving 
rise to what became known as the “reconstruction gap.”41 Increased spending on 
security needs, higher costs for materials, project delays, cost overruns, multiple 
reprogrammings, and added expenses for maintenance all contributed to the gap 
between the number of projects promised and the number actually completed.42 
All of this left Khalilzad with a stark bottom line: “There was very little money 
left,” he said, to meet ambitious reconstruction goals.43

The program of infrastructure reconstruction set in motion by Bremer, and 
amended by Negroponte, had yet to achieve its goal of giving Iraq a reasonably 
modern infrastructure upon which a stable economy could be built. It had pro-
duced neither a reduction in sectarian conflict nor a decrease in attacks against 
Coalition forces. 

Devising a New Strategy
To assess the situation and propose a way forward, Khalilzad formed the Joint 
Civil-Military Strategic Planning Group, known informally as the Red Cell. “I 
took a couple of months to take a top-to-bottom look,” Khalilzad said.44 The 
current strategy was based on the Joint Mission Plan issued by Ambassador 
Negroponte and General Casey in February 2005, and a cable sent in April by 
the Secretary of State.45 

Khalilzad asked the Red Cell to devise a plan that would break the back of the 
insurgency in one year and defeat it in three. The Red Cell assessment was more 
pessimistic: it would take three years to break the insurgency and five years to 
defeat it.46 Moreover, the current strategy—overly focused on transitioning secu-
rity responsibilities to the Iraqis—would fail if it was followed. A new approach 
was needed, one that recognized that it was unwise to hand off security respon-
sibilities to provinces that were at best only marginally ready to perform them. A 
different way of linking security and reconstruction was also necessary, one that 
would require tighter integration of civil and military efforts and greater focus on 
civilian stability operations in support of a counterinsurgency campaign.47

The heavy reliance on private-sector firms to carry out civilian operations 
meant that major change would come slowly. “The instruments were pretty 
constrained,” one senior advisor to Khalilzad recalled. “On the civilian side, al-
most nothing is done directly: virtually everything is done through a contractor. 
It’s much tougher. If we didn’t have a primary contractor on the scene, you can 
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imagine the delay that there would be to put a bid out and get someone over. It’s 
a very tough way to do business.”48 

Ambassador Khalilzad’s first impulse was to request a new appropriation from 
the Congress for civilian stabilization operations. While he was exploring this 
option, Hurricane Katrina struck New Orleans. After the scale of the devastation 
became apparent, Khalilzad realized it was unlikely that the Congress would fund 
new civilian programs for Iraq and instructed his staff to craft a strategy based on 
the appropriations that had already been made.49 The strategy they produced fo-
cused on three crucial areas: integrating military and civilian activities, achieving 
the right balance of reconstruction programs, and returning a civilian presence 
to the provinces.

Military and Civilian Integration
Like Ambassador Negroponte before him, Khalilzad recognized the fundamen-
tal imbalance between civilian and military assets. Civilian agencies, because of 
their comparatively small size and concentration in the Green Zone, had limited 
insight into Iraqi society. On the other hand, military personnel at the brigade 
level ventured daily into Iraqi neighborhoods, but were not as cognizant of the 
political process playing out in Baghdad or as expert in economic and political 
development as their civilian colleagues.50 This mismatch of expertise and reach, 
along with poor agency integration, persisted from the occupation’s earliest days. 
As in 2003, the challenge in 2005 was to pair the knowledge of civilian experts 
with the military’s on-the-ground presence.

The concerted movement toward greater integration of civilian and mili-
tary reconstruction began in mid-2004, when military representatives were 
encouraged to attend meetings of the embassy country team and the Joint 
Steering Committee. After General Casey’s arrival, a new Deputy Chief of Staff 
for Political-Military-Economics at MNF-I worked closely with the embassy’s 
Political-Military Counselor and the Director of IRMO on economics, gover-
nance, and reconstruction issues. General Casey also established an interagency 
Strategic Operations Center, which hosted regular briefings for senior military 
and civilian staff.51 

Khalilzad and Casey further augmented these joint staff structures. In 2005, 
IRMO established “post-kinetic” coordinators whose job was to bring civilian 
reconstruction resources to bear once military operations had stabilized an area. 
Key civilian and military staff met weekly in core groups on reconstruction, 
economic policy, political issues, and public communications, each of which 
became part of an integrated line of operation and reporting in support of goals 
established in the campaign plan.52 Joint participation was nurtured, to a degree, 
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in the standing committees that the military uses to evaluate effects, including 
the Effects Synchronization Board. Khalilzad also created the Joint Strategic 
Planning and Assessment office (JSPA) to conduct strategic planning, provide 
independent analysis, and act as a liaison to the MNF-I planning and assessment 
offices.53 JSPA gave civilian analysts more scope to evaluate strategy options in 
partnership with the military, whose planning staff dwarfed that of their civil-
ian counterparts. “As Zal always said,” Ambassador Speckhard remembers, “he 
wanted to talk about integration, not coordination.”54 

Balancing Reconstruction Programs 
“Jointness” was not an end in itself. Above all, U.S. policymakers were asking what 
combinations of civilian and military operations would produce the desired ef-
fects. The Jones assessment team, and later Khalilzad, examined how the panoply 
of individual reconstruction projects, stovepiped under various categories, could 
work better as an integrated whole. Military and civilian strategists pushed for 
an examination of the approaches underlying reconstruction and how civilian 
operations could be better incorporated into overall strategy. 

By mid-2005, five functional types of reconstruction projects were being ex-
ecuted: public infrastructure; quick-impact, high-visibility; democracy building; 
transitional stabilization; and capacity building. Each had a role in seeking to 
pacify Iraq and enabling its newly elected government to function independently 
of Coalition support. 

Public infrastructure projects: Public infrastructure projects, underwritten largely 
by IRRF 2, are generally quite complex. With the exception of road building 
and other simple construction, they require specialized engineering and design 
capabilities that call for international firms that generally employ non-Iraqi work-
ers. Although a boon to economic development over the long term, upgrades to 
the water, sewer, electricity, transportation, communication, and oil sectors are 
expensive, take a long time to complete, usually generate little local employment, 
and often are invisible to the public.

Quick-impact, high-visibility projects: Small, quick-impact projects undertaken 
by military commanders are at the other end of the reconstruction spectrum. 
The military has long used “walking around money” to help tactical units on the 
ground gain community support, improving public perceptions of the Coalition 
(“winning hearts and minds”) and enhancing troop safety (force protection). 
In Iraq, CERP fulfilled this purpose. Typical projects included trash clean-
ups—which improve local sanitation, but also can eliminate hiding places for 
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improvised explosive devices—constructing soccer fields, and building health 
clinics.55 Although many of these projects were congruent with broad Coalition 
goals, when implemented they often were not coordinated with IRRF 2 programs 
or the Iraqi government.56 CERP projects generally did not foster long-term 
change on their own, but rather served as vehicles for allowing the military to 
operate with greater local cooperation in the short-term.

Democracy-building projects: A small portion of IRRF 1 and IRRF 2 funds went 
to programs to build democracy and civil society, and to foster reconciliation. 
The community action and local governance programs developed by USAID 
specifically for post-conflict situations were the primary instruments support-
ing this approach. They encouraged participatory politics at the community 
level, with the goal of helping a viable democratic infrastructure take root. The 
goal of these “soft” programs was to help Iraqis develop a process for managing 
their affairs in a democracy and to train civil servants and political leaders at all 
levels. It was hard to measure the impact of programs that sought to instill an 
understanding of, and allegiance to, the principles of participatory democracy. 
Evaluating their success or failure posed challenges for both embassy manage-
ment and oversight organizations.57

 Transitional stabilization projects: The Coalition pioneered another type of in-
tervention. Aimed at stabilizing violent cities, transitional stabilization projects 
sought to bridge quick-impact projects with longer-term development efforts. 
In a prototypical partnership in the spring of 2004, USAID’s OTI worked with 
the 1st Cavalry Division in Baghdad’s Sadr City—a key stronghold of the militant 
Shi’a cleric Muqtada al-Sadr—to repair battle damage and jump-start economic 
rebuilding in the wake of major clearing operations.58 On-the-spot grant-making 
authority and the ability to let contracts without having to comply with some of 
the more cumbersome parts of the FAR—mostly for projects employing people 
in the neighborhood—led to quick results.59 These projects, which ranged from 
sewer repair to grants to local businesses, were typically initiated and monitored 
exclusively by Iraqi employees of the Coalition, who operated with relative free-
dom. Keeping the Iraqi employees who spearheaded these collaborations safe 
from insurgent attack often meant disguising the project’s source of funding; 
keeping the projects themselves safe meant not advertising their location, even 
within the Coalition. The full impact of USAID transitional stabilization projects 
thus remained hidden from both Iraqis and many U.S. officials.60
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Capacity-building projects: For infrastructure projects to produce the desired 
essential services and for the Iraqi government to function effectively, person-
nel at all levels had to be properly trained and supported with effective planning, 
budgeting, and operations. Some IRRF 2 projects aimed to build this “capacity” 
where it did not exist and to strengthen existing administrative systems. Capacity-
building programs undertaken with IRRF funds ranged from classroom training 
for operators of electrical power plants to installation of accounting and informa-
tion management systems inside government ministries. The U.S. investment 
in Iraq could be sustained only by building institutional capacity within Iraqi 
ministries and the infrastructure they oversaw. 

Ambassador Khalilzad’s advisors concluded that they needed a framework 
for determining the right mixture of these approaches to apply and how to match 
funding and support for them in the constituent parts of the reconstruction ef-
fort.61 IRMO senior advisors to Iraqi ministries, USAID program managers, 
MNF-I personnel, and soldiers on the ground each worked according to their 
own priorities, using their own funding streams, and were only loosely coordi-
nated by an overarching plan. 

Focusing on Provincial Support
Ambassador Khalilzad moved to expand civilian operations in the provinces, 
reversing a trend begun after June 2004, when concerns about deteriorating 
security and budget shortfalls led the State Department to close most CPA pro-
vincial offices. The 2004 pullback reflected the views of incoming State personnel 
who argued for the development of a normal embassy structure, in which fewer 
Coalition personnel would be involved in Iraqi affairs. In the prevailing State 
Department view, this would push the Iraqi Interim Government to assume 
more responsibility. It was also thought that consolidating advisors within the 
embassy’s political and economic sections would enhance the ambassador’s in-
house capacity to support the management of political and economic affairs. “The 
State Department tried to make it a normal mission,” strategic analyst Andrew 
Rathmell said, but “quickly discovered this would not be possible.”62 

Hopes of returning to a normal embassy stayed alive, however. Khalilzad 
had to rebut calls for implementing traditional State Department structures and 
protocols so often that he came up with a one-line riposte: “As soon as we have a 
normal mission,” Khalilzad would shoot back, “we’ll have a normal embassy.”63

In contrast to the embassy’s June 2004 pullback from the provinces, the 
number of U.S. military personnel assisting in developing Iraqi Security Forces 
across Iraq had increased over the previous year as MNSTC-I embedded teams 
of advisors in Iraqi units down to the battalion level. The opportunity to forge 
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enduring relationships between Coalition and Iraqi personnel and fine-tune op-
erations from within the system proved to be “a formula for success” in the eyes 
of its practitioners.64 

In reconstruction, the strategy of “pulling back to let the Iraqis do it them-
selves” failed to stabilize Iraq.65 Iraqi provincial governments remained weak and 
disconnected from the central government. Improving the delivery of essential 
services and the credibility of Iraq’s government would occur only if provincial 
institutions were strengthened. 

By the late spring of 2005, the embassy reached consensus on two courses 
of action: to reconstitute its ability to influence and monitor provincial affairs, 
and to expand on the concept of embedding U.S. personnel in Iraqi institutions 
in order to develop their capacity for self-rule. Khalilzad seized on the consen-
sus that more should be done locally by launching two far-reaching initiatives: 
Provincial Reconstruction Development Councils (PRDCs) and Provincial 
Reconstruction Teams.

Provincial Reconstruction Development Councils: In the spring of 2005, the U.S. 
Embassy reinforced the PRDCs, the first joint Iraqi-American vehicle explicitly 
aimed at building capacity in regional governing institutions.66 The councils, which 
had existed in fifteen provinces in various forms since the CPA days, became an im-
portant instrument of coordination that brought together local Iraqi officials and 
the Coalition personnel overseeing reconstruction in their provinces. Everyone 
had a seat at the table: elected Iraqi officials and their municipal staffs, USAID rep-
resentatives, civil affairs soldiers, and embassy representatives. The development 
councils became a forum where these stakeholders could collectively evaluate 
provincial needs and match them with available U.S. and Iraqi resources.67

In most provinces, PRDCs drew up prioritized lists of projects in line with 
national and provincial development plans. They then worked to secure funding. 
In June 2005, IRMO allocated $241 million to the PRDC partnership—$80 
million through CERP and $161 million through USAID’s Community Action 
Program and Local Governance Program.68 Councils also had their own funding 
provided by the Iraqi government, which, together with U.S. funding, eventu-
ally amounted to about $10 million per province.69 This was a relatively modest 
amount, but it marked the start of a trend toward greater spending and control 
by provincial governments. 

Provincial Reconstruction Teams: Khalilzad’s introduction of PRTs in Iraq—a 
concept he brought from Afghanistan—would be his most enduring contri-
bution to the reconstruction program.70 Building on the PRDC concept and 
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recommendations of the Jones review to project civilian power beyond the 
Green Zone, he and General Casey deployed mixed teams of military and civil-
ian reconstruction personnel in the regions. Their mission was to work directly 
with provincial governments and military brigades. Some advisors—includ-
ing Lieutenant General Raymond Odierno and Dr. Philip Zelikow, the State 
Department’s Counselor—called for small teams to be embedded in every brigade. 
But Khalilzad preferred fielding fewer larger teams that remained under embassy 
control and maintained their own arrangements for basing and support.71 

The PRT initiative in Iraq was originally conceived as a two-phase program 
over four years. It was to have a complement of ten PRTs, seven led by the United 
States and one each by the United Kingdom, Italy, and Korea.72 The PRTs’ 
mission, set forth in a joint cable to the Secretary of State, was to “assist Iraq’s 
provincial governments with developing a transparent and sustained capability 
to govern, promote increased security and rule of law, promote political and 
economic development, and provide the provincial administration necessary to 
meet the basic needs of the population.”73 PRTs harkened back to the CORDS 
program in Vietnam, in which USAID and military personnel worked on rural 
development as part of a counterinsurgency campaign.74 

Secretary of State Rice delayed announcing the PRT program until the Iraqi 
constitution was ratified by national referendum on October 15, 2005. She did not 
want to give the impression that the U.S. government presumed the existence of 
the regional governance structure before the Iraqis had approved it. In a surprise 
visit to Iraq, she inaugurated the first PRT in Mosul on November 11, 2005.75

The PRT program established a formal framework in which military and ci-
vilian personnel could work as an integrated team, rather than as a partnership 
between separate military and civilian offices. Coaxing the Departments of State 
and Defense to set the terms of their first major operational collaboration in Iraq 
required a herculean effort that touched off frequent arguments between MNF-I, 
the embassy, and Washington. A patchwork quilt of memoranda of agreement, 
cables, and military orders—many of them at cross-purposes—evolved to codify 
policy for PRTs. More than a year elapsed before basic issues of budgets, the provi-
sion of security, and command and control relationships were resolved, delaying 
full deployment of the PRTs and limiting their early effectiveness in the field.76

PRT control and support: The PRT command structure put the Department of 
State in charge of the program. A military deputy was assigned to each civilian 
team leader. The chain of command and the legalities of program support, how-
ever, were ambiguous. By law, State Department officials do not have a place in 
the military’s chain of command. Some Defense Department officials thought 
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the PRT guidelines gave the State Department more control over military assets 
than was permitted under Title 10 of the U.S. Code.77 

The exceptionally high cost of providing security for PRTs led to a second 
disagreement. Throughout Iraq, civilians and their movement teams donned 
armor-plated vests when they ventured “outside the wire,” traveling on roads 
that at times were mined with explosives and through neighborhoods where 
ambushes sometimes occurred. Only when supported by platoon- and company-
level firepower could the PRTs carry out their mission in an active combat zone. 
The question of whether PRTs were to be supported by military units, as the 
Department of State wanted, or by private security details, as the Department 
of Defense advocated, remained unsettled for some time.78 Early consideration 
was given to the use of civilian security contractors for all PRTs, but the notion 
was abandoned because of the unsustainable price tags.79 

Debates also raged over budget resources. According to the original agree-
ment reached in Baghdad, the Department of State would pay for establishing 
and hosting PRTs at Regional Embassy Office (REO) sites, and MNF-I would 
fund those located on forward operating bases.80 In April 2006, the MNC-I Judge 
Advocate General ruled that the Department of State was responsible for the mis-
sion and that Department of Defense operation and maintenance funds could 
not be used to support PRTs.81 

The operational impact of this administrative stalemate was immediate. When 
the REO in Mosul closed, the Mosul PRT suddenly had no security or housing, 
forcing the team to relocate to Forward Operating Base Marez. The first PRT, 
personally launched by the Secretary of State, lost its dedicated budgetary and 
movement support, forcing it to rely on the support of the base commander, who 
redirected funds intended for other purposes as a stop-gap. For months the PRT 
had no budget for office supplies or for maintaining its network of computers, 
and no dedicated funds of its own for reconstruction.82 

The unexplored frontier of civil-military operations in Iraq was the root prob-
lem, leading to shortfalls in financial and policy support by two departments 
unaccustomed to working together. “The PRT policy emerged well before re-
sources started flowing,” Andrew Rathmell explained.83 Thus began what one 
officer called “the REO-PRT shell game.”84 To end the impasse, Major General 
Bill Caldwell, the MNF-I Deputy Chief of Staff for Strategic Effects, proposed 
that Ambassador Khalilzad and General Casey sign a memorandum declaring 
PRTs a joint mission. The draft included a cost-sharing formula that increased 
the burden on the Department of State. State officials in Washington sought re-
dress from the NSC and the Joint Staff, who left it to the embassy and MNF-I to 
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negotiate a solution. It took nearly a year before government lawyers negotiated 
a cooperative security agreement for the PRTs.85 

PRT personnel: Staffing the PRTs proved another enormous challenge. Finding 
individuals with the right combination of experience, expertise, and judgment 
was difficult. The Department of State and other civilian agencies struggled to 
field adequate numbers of civilian advisors, leaving many PRTs at half capacity 
and forcing the military to fill positions with soldiers who did not have the right 
expertise or experience.86

The mismatch of needs and staff had significant consequences in the field. A 
SIGIR review of the PRTs’ first year of operation found that a veterinarian was 
developing agriculture programs, an aviation maintenance manager was a PRT co-
leader, and advisors to Iraqi provincial governors included a Navy submariner, an 
ultrasound technician, and an infantry drill sergeant.87 On the whole, PRTs were 
short of personnel who could best assist Iraqis in developing the capacity to admin-
ister the economy, establish the rule of law, and foster good governance. Staffing 
challenges, the unresolved budget issue, and troop shortages at prospective PRT 
sites hindered the operations of several PRTs and canceled the deployment of 
another. SIGIR’s 2006 audit found that of the nine PRTs and four satellite offices 
reviewed, four were “generally able,” four were “somewhat able,” three were “less 
able,” and two were “generally unable” to carry out their mission.88 

Iraq and Afghanistan: A Brief Comparison

Early success in Afghanistan in 2002 suggested a model that might work 
in Iraq in 2003. The U.S. goals in the two countries were similar—to estab-
lish democracy and defeat terrorism. But their geopolitical, economic, 
historical, and cultural differences complicated applying the Afghan 
model to Iraq. 

Soon after Afghanistan’s Taliban government was toppled in late 2001, 
the U.S. installed a new government led by Afghan expatriate Hamid 
Karzai. Under Karzai’s leadership, the Afghan Transitional Authority 
sought to set the country on a path toward democratic stabilization. 
Karzai was formally elected president on November 3, 2004, and was still 
holding that office at the end of 2008.89 

ORHA’s director Jay Garner and Special Presidential Envoy to Iraq Zalmay 
Khalilzad aimed to replicate the Afghan model by rapidly transferring 
power to an interim Iraqi authority. But no “Karzai-like” figure emerged. 
For a variety of reasons, the plan to quickly create a sovereign interim 
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government in Iraq was abandoned. After more than a year of a CPA-
led occupation, the U.S. transferred sovereignty to the Iraqi Interim 
Government in late June 2004. Iraq has since been successively led by 
Prime Ministers Ayad Allawi, Ibrahim Ja’afari, and Nouri al-Maliki.90 

In 2002, the vast majority of Afghans had no access to essential services 
such as water and electricity. By contrast, Iraqi citizens were accustomed 
to such services under Saddam and expected them to continue after 
his fall. Afghanistan’s literacy rate was less than 30 percent when the 
Coalition invaded, and Iraq’s was 74 percent (though it fell during 
Saddam’s rule).91 Twenty-five years of conflict had driven educated 
Afghans abroad, but Iraq retained a large professional class and a ca-
pable workforce during Saddam’s reign (although many left during the 
violence that followed his fall).92 

After the U.S. invasion of Afghanistan, U.S. military forces added to the 
existing Afghan forces, aiming to develop an army of about 70,000 sol-
diers.93 In Iraq, the CPA disbanded the Iraqi Army shortly after the 2003 
invasion and began to build a New Iraqi Army of 40,000.94 Initially, the 
CPA, not the U.S. military, oversaw the training of the New Iraqi Army. 
That changed in 2004 when MNSTC-I took the lead in building the Iraqi 
Security Forces. By late 2008, MNSTC-I had trained well over 200,000 sol-
diers for Iraq’s military.95 

Ambassador Khalilzad developed PRTs in Afghanistan and adapted the 
concept to Iraq in late 2005, with a different mission and organizational 
structure. In Afghanistan, the PRTs sought to “extend the authority of the 
Afghan government into the provinces in order to develop a stable and 
secure environment, enable security sector reform and economic and 
social development.” In Iraq, the PRTs worked with Iraqi provincial and 
municipal councils and civil-society groups to build local governance 
capacity, carry out reconstruction projects, and improve security in 
the provinces.96 In both countries, the PRTs were staffed by civilian and 
military personnel, but in Afghanistan staffing was weighted toward the 
military, while in Iraq it was mostly civilian. 

Since 2001, the Congress has appropriated about $50 billion for Iraq’s 
relief and reconstruction, while just over $30 billion was appropriated 
for Afghanistan.97 About half of the money provided to each country was 
spent on developing security forces.
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Clear-Hold-Build 
By the fall of 2005, many of the threads of civil-military operations were coming 
together. The growing recognition in military circles that reconstruction is a tac-
tically useful “non-lethal effect” was expressed in a handbook for commanders, 
“Money as a Weapons System (MAAWS).” Published by MNC-I in October 2005 
and distributed widely across Iraq, MAAWS embraced reconstruction as a “critical 
enabler of everything we do on the battlefield.” “Effective application of all avail-
able resources,” the handbook begins, “is vital to the success of our mission.”98 

At the same time, MNF-I and the embassy made progress employing civilian 
reconstruction resources in the military counterinsurgency campaign. Using the 
partnership between USAID’s OTI and the military in Falluja, Najaf, Samarra, 
and Baghdad as a model, officials developed a more robust package of civilian 
stability operations for the Strategic Cities Initiative.99 In the initiative, MNF-I 
coordinated with the NSC to periodically designate Iraqi cities for targeted in-
tervention.100 Now, civilian resources would play a major role in what had been 
a primarily military-led operation.

While the use of reconstruction resources as part of a military-led campaign 
gained traction with lower-level ground commanders in Iraq, a debate erupted 
in Washington. High-level backing for a robust counterinsurgency strategy that 
blended military and civilian resources materialized in the NSC and in the Office 
of the Secretary of State. It became known as “Clear-Hold-Build,” an apt descrip-
tion of the succession of clearing and stability operations undertaken in some of 
the strategic cities.101 But Secretary Rumsfeld and General Casey initially opposed 
this strategy because it would shift the military focus from transitioning security 
responsibilities to the Iraqis and preparing to draw down U.S. forces. 

The rift broke into public view after Secretary Rice testified in favor of the 
Clear-Hold-Build approach before the Senate on October 19, 2005, only to be 
rebuffed by Secretary Rumsfeld, who disavowed the strategy in favor of con-
tinuing the emphasis on transition.102 “Anyone who takes those three words and 
thinks it means the United States should clear and the United States should hold 
and the United States should build,” Rumsfeld said, “doesn’t understand the 
situation. It is the Iraqis’ country. They’ve got 28 million people there. They are 
clearing, they are holding, they are building. They’re going to be the ones doing 
the reconstruction in that country.”103

Settling the argument in Rice’s favor, the President publicly put his seal 
of approval on Clear-Hold-Build in a Veterans Day speech on November 11, 
2005.104 Two weeks later, the White House announced “Clear-Hold-Build” as 
official policy in the document “National Strategy for Victory in Iraq.”105 The 
strategy’s integration of military, political, and economic lines of operation was a 
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notable milestone in the evolution of the U.S. approach to Iraq. However, critics 
inside and outside the government asked whether the strategy was sufficiently 
resourced—with adequate numbers of troops and funding for civilian opera-
tions—to be effective. Disagreements between the President’s key advisors in the 
Departments of State and Defense soon appeared to be impeding the execution 
of the new strategy.106 

Within six months of Ambassador Khalilzad’s arrival in Iraq, the U.S. re-
construction program moved beyond its original emphasis on infrastructure 
construction. Bringing to the table experts in development and counterinsur-
gency refocused the debate on how reconstruction dollars could support political 
transition and reduce violence. From spring 2005 forward, the reconstruction 
effort began to shift. Now the emphasis was on modest Iraqi-led projects designed 
to deliver jobs and services to the most vulnerable, violent, and strategically sig-
nificant neighborhoods, and on working as much as possible through municipal 
and provincial institutions. 

In engineering this shift, MNF-I and embassy officials forged a more compre-
hensive model of civil-military integration that returned U.S. civilian personnel to 
the regions and put them back inside Iraqi institutions. The gradual acceptance 
of the need to integrate civilian and military efforts, and to embed coalition per-
sonnel with Iraqis at every level, amounted to a rejection of CPA’s approach to 
nation-building, which relied primarily on infrastructure construction and did 
not sufficiently focus on building capacity inside Iraqi institutions.107 Although 
the Rumsfeld-Rice debate on overall strategy continued, leaving the Clear-Hold-
Build strategy under-resourced for over a year, the utility of its approach became 
increasingly apparent. Nevertheless, forging cooperative relationships with Iraqis 
and between U.S. civil and military personnel below the level of the Ambassador 
and the Commanding General remained a major challenge.

Although Khalilzad and a series of strategic review teams succeeded in re-
configuring reconstruction in accordance with a more sophisticated approach 
to nation building and the ongoing counterinsurgency campaign, a signal chal-
lenge awaited the nascent strategy. The movement of reconstruction personnel 
out to the provinces and back into Iraqi regional institutions brought to light the 
deeply dysfunctional relationship between officials in Iraq’s central and provincial 
governments. By 2006, reconstruction managers would come to see that U.S. 
efforts to make Iraq into a federal democratic state had actively undermined the 
country’s public institutions.
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Returning to the Provinces

We must not forget the importance of…improving Iraqi lives 
in their communities across the country. Iraq requires not 
only good government at the center, but also effective local 
government and strong coordination between the provincial and 
central governments.*

Ambassador Zalmay Khalilzad 
U.S. Ambassador to Iraq (2005-2007)

“Go out Assassin’s Gate, over the 3rd ID bridge, onto the highway of death, left 
down through the overpass of assault, and then turn right,” Lieutenant Colonel 
Otto Busher said.1 It was Sunday, June 25, 2006, and members of the Baghdad 
PRT were on their way to a meeting of the city’s Water and Sewer Board. Their 
convoy of Humvees plowed through Baghdad’s crowded streets, sirens blaring, 
for the short but dangerous trip from the Green Zone to the Amanat—or city 
hall—whose 14,000-man workforce provides basic services to Baghdad residents. 
With weapons ready, the team entered a conference room and waited for Iraqi 
engineers to filter past the armed sentries Busher placed at the door. Tea was 
served before the meeting began.2 

The Army Reservist from New Hampshire was on his third tour in Iraq. Using 
skills honed as a city manager in civilian life and as a civil affairs officer in Kosovo, he 
was known in reconstruction circles for his dogged pursuit of water projects across 
Baghdad. With Busher as essential services lead, the Baghdad PRT had forged links 
with the Iraqi engineers working to repair Baghdad’s sewer and water system. Only 
with the Iraqis’ active cooperation would Coalition-sponsored projects be success-
ful. Since their weekly meetings began several months before, the team had helped 
the Baghdad Water and Sewer Board make progress toward self-governance; the 
board’s deputy director general for water, not Busher, chaired meetings.3

The Politics of Service Delivery
At the Amanat that morning, Baghdad’s plumbing was not the only item for 
discussion: politics were also on the agenda. The struggle for power between 
Iraq’s warring factions had by now engulfed municipal institutions across Iraq. 
Assassinations were an all too common occurrence. More than 50 members of 

* Ambassador Zalmay Khalilzad, “Remarks by Ambassador Zalmay Khalilzad for the Inauguration of 
the Salah ad Din PRT,” Baghdad embassy Press Release, October 12, 2006.
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the assorted Baghdad councils—city, district, sub-district, neighborhood—had 
been struck down.4 The Amanat itself had been the site of a sectarian “municipal 
coup.” On August 8, 2005, members of the Badr militia, the armed wing of the 
Shi’a Supreme Council for the Islamic Revolution in Iraq (SCIRI), deposed the 
mayor, a secular technocrat who had been appointed by the central government. 
SCIRI replaced him with the man whom the newly elected and SCIRI-dominated 
provincial council had also appointed governor of Baghdad Province.5 

One of the first agenda items for the meeting concerned what Busher called 
“the water pipe to nowhere.”6 An enterprising district council in a Sunni neigh-
borhood had convinced a civil affairs company to build a pipe connecting their 
constituents, then without fresh water, to a nearby water plant under construc-
tion. The plan sounded reasonable to the civil affairs team, which used CERP 
funds to initiate construction through a local contractor. 

There was, however, a technical stumbling block. The plant pumped water at 
far higher than household pressures. Had the lines been connected, “everyone’s 
faucets would have ended up in their backyards,” Busher said.7 Worse yet was a 
political issue: the construction commissioned by the civil affairs team crossed a 
de facto sectarian boundary. The Shi’a who held sway over city government took a 
“Shi’a first” view of service delivery. Even if the pipes were completed, city officials 
would not allow the connection to a Sunni neighborhood to be activated.8 

Next on the agenda was a bigger problem—a water treatment plant in the 
city’s Karkh neighborhood that was being refurbished by the Coalition—the 
same plant whose generator Task Force Fajr used to turn on Baghdad’s lights 
after the invasion. When finished, the plant and its adjacent reservoir would hold 
a week’s worth of fresh water for Baghdad’s seven million residents, a vital sup-
ply that would help blunt the insurgents’ efforts to sabotage the city’s essential 
services. Engineers on the water board, however, had identified a potential show-
stopper. A contractor on the project had purchased a PVC reservoir liner that 
was not certified for human use. The Iraqi water engineers were outraged and 
threatened to reject the project unless the liner was replaced.9 

As Busher worked to address these and other problems, a car bomb exploded 
two blocks up the street, sending black smoke billowing skyward. Amanat security 
guards had witnessed insurgents casing Busher’s convoy from nearby rooftops, and 
now an Iraqi police checkpoint had been attacked by a vehicle-borne IED.10 

Busher’s meeting at the Amanat demonstrates many of the issues the recon-
struction effort faced in 2006. Projects had to pass through a maze of Iraqi and 
Coalition institutions before they even began. Coordination was a perennial chal-
lenge, in part because it was not always clear who was in charge on either side. 
To corral the disparate players, the PCO mandated in June 2006 that all relevant 
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Iraqi and Coalition authorities sign a memorandum of agreement before moving 
forward with any project.11 Even when this rudimentary level of coordination was 
achieved, political agendas often intervened. Sorting out who was Shi’a and who 
was Sunni was hard enough; discerning who was following a sectarian agenda and 
who was impartially carrying out the job was almost always impossible. 

As PRTs penetrated the institutions of the Iraqi state, they discovered that 
sectarianism and the battle for control between provincial and ministerial officials 
had crippled once-functioning organs of public administration. The never-ending 
stream of minor catastrophes that resulted made some reconstruction officials 
compare their lives to the movie Groundhog Day, in which the protagonist suffers 
through a bad day he is condemned to repeat perpetually.12 The cycle’s root causes 
were apparent. The struggle for power in Iraq’s new electoral system, hurriedly 
arranged in the last days of the CPA, had overwhelmed the public institutions 
that manage reconstruction. The seeds of this tangled story were planted in 2003, 
matured in 2004, and finally burst open in 2005.

Reconstructing Governance in Iraq 
After the 2003 invasion, Coalition military units across Iraq worked to restore 
local government. They did so under a loose plan, developed after the invasion 
started, in which Governorate Support Teams composed of civil affairs personnel 
and USAID contractors assisted military commanders in forming local councils. 
The plan, however, reflected an unresolved tension in U.S. policy over how to con-
nect the councils formed in neighborhoods, cities, and provinces to the national 
government in Baghdad. The United States had begun the war without any no-
tion of how the new councils it was installing—and attempting to empower—at 
the community level of Iraqi society would integrate with existing institutions at 
the top.13 The councils immediately found themselves at odds with the provincial 
directors general, who reported to national ministries in Baghdad and jealously 
guarded their prerogative to oversee public services and disburse funding.14 

The debate over how to make central ministries accountable to local com-
munities, and thereby decentralize the power of a formerly tyrannical regime, 
played out during the CPA era. As Ambassador Bremer sought to usher Iraq into 
a democratic era, the extent to which Iraq’s central and provincial governments 
would share power remained contested. The CPA put enormous resources into 
electing councils across Iraq, envisioning a system in which they held most of the 
power in each province.15 

Iraqis were divided over Bremer’s plan to radically devolve power from 
Baghdad to the provinces. The Shi’a in the south and the Kurds in the north 
wanted an even greater devolution of power, one that maximized local control 
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in regions with Kurdish and Shi’a majorities. Sunnis and many leaders in the 
national ministries in Baghdad, however, preferred continued concentration of 
power in the central government. This struggle was at the heart of what the new 
Iraqi state was to be. Bremer’s actions—including enshrining the decentralization 
of power in the TAL—marked the opening gambit in what became an extended 
imbroglio over Iraqi federalism.16

Ministry Politicization
As the Iraqi debate over federalism unfolded in the occupation’s first three years, 
Iraq’s political parties battled not only for victory in the country’s first demo-
cratic elections, but also for control of the central ministries and their powerful 
chains of directors general. Under the CPA, members of the Iraqi Governing 
Council were able to exploit what control Bremer allowed them over the min-
istries. Each council member was permitted to appoint a minister and thereby 
control a ministry.17 This undisguised power grab continued under the Iraqi 
Interim Government established after the return of sovereignty on June 28, 
2004. Given the traditional mores of Arab culture and widespread nepotism 
under Saddam, IGC members—and many of the interim ministers who fol-
lowed them—appointed their sons, cousins, and other members of their own 
families, tribes, or parties to ministry positions, establishing a ruling clique that 
further stocked ministerial ranks with political loyalists.18 

Almost overnight, a majority of the ministries of Iraq’s central government—
once controlled by the Ba’ath Party, but largely staffed by technocrats—became 
aligned with, and then dominated by, competing political parties. Sadrists seized 
the Health and Education ministries. Employing the model of service delivery em-
braced by Hezbollah—the radical Islamic Shi’a group based in Lebanon—they 
openly deployed ministry resources to build support among the Shi’a under-
class. At the same time, SCIRI, the largest Shi’a political party, took control of 
the Ministry of the Interior—and its powerful internal security apparatus—and 
later the Ministry of Finance. The major Sunni party, the Iraqi Accord Front, 
would exert a lesser degree of control over the newly formed Ministry of Defense. 
Who received services and who did not was increasingly decided on the basis of 
political allegiance and sectarian identity.19 

The capture of central ministries by political parties had enduring conse-
quences for reconstruction and for the development of a functioning Iraqi state. 
A new cadre of directors general was selected for party loyalty rather than techni-
cal competence. As parties put their people in power, political rivalries affected 
relations among ministries and between national and provincial governments. 
Ministerial appointments of provincial officials injected national party politics 
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into local affairs. The result was, at times, a significant breakdown in local order. 
In several instances, the Minister of Interior refused to assent to the dismissal of 
police chiefs by provincial authorities and insisted that party loyalists remain in 
the job—exactly the kind of central-government control Ambassador Bremer’s 
reforms had sought to reverse.20 

Another dynamic eroded ministry competence. Each time the cabinet was 
reshuffled and ministers changed, a whole new clique moved into the upper ech-
elons of ministry staff. Institutional knowledge of ministry operations, as well 
as training paid for by U.S. capacity-development programs, went out the door 
with their predecessors.

Local-National Disconnect 
After the January 2005 elections, the Shi’a parties took full advantage of the 
Sunni boycott to consolidate their influence, especially in the capital. A primer 
on city politics written by the Baghdad PRT chronicles what happened next. 
“The lopsided nature of political power, with SCIRI/Badr domination, has cre-
ated a desperate chemistry for the province,” it states. A “political Darwinism” 
prevailed in which the Shi’a party elite centralized authority.21 The result of the 
Sunni boycott was that Iraq’s capital was ruled by what one official characterized 
as a “Shi’a dictatorship.”22 During this period, SCIRI deposed Baghdad’s mayor 
and took over the Amanat. 

The Shi’a takeover opened rifts between provincial councils, stacked with 
SCIRI supporters, and many of the 437 neighborhood, 195 sub-district, and 
96 district councils that USAID had established across Iraq as part of its LGP.23 
Although provincial councils were supposed to represent a province’s entire pop-
ulation, the Sunni boycott of the 2005 election yielded Sunni-majority provinces 
ruled by Shi’a councils. Projects and services came to be distributed along sec-
tarian lines, reflecting the “Shi’a first” mentality that Lieutenant Colonel Busher 
witnessed at the Amanat. By mid-2006, the party grip was entrenched. “SCIRI/
Badr has worked diligently to maintain and increase their hold on power,” the 
primer continues, “trying to delay new elections or any structural changes that 
might weaken their position.”24 

One of USAID’s local governance advisors took an even bleaker view of the 
effect of the elections. During 2004, the LGP had worked to “solidify and extend 
the role of sub-national governmental institutions to prevent, or at least discour-
age, a recentralization of power.”25 “The party list system sabotaged [the LGP],” 
the advisor said, laying waste to two years of diligent work fostering authentic 
local governance in Iraq.26 USAID had helped create a mechanism in Iraq for 
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local representation that was undermined both by the electoral formula and a 
disregard for decentralization that dated back to the CPA.27 

Issues of federalism and provincial government that would directly impact 
reconstruction were again on the negotiating table when the constitution was 
drafted during the late spring and summer of 2005. Ambassador Khalilzad pres-
sured the constitutional drafting committee to clearly demarcate federal from 
provincial responsibilities, but the issue proved too explosive to settle.28 The draft 
constitution deferred until a later time the question of provincial powers—and 
thereby how public administration would be controlled at the local level. 

The continuing disagreements between Iraq’s Shi’a, Sunni, and Kurdish popu-
lations, over how much power the central government should have nearly caused 
the constitutional referendum to fail. In the electoral formula governing the refer-
endum process, a simple majority was required for approval, but the constitution 
could also have been defeated by a “no” vote with a two-thirds majority in three or 
more governorates.29 When Iraqis went to vote on October 15, 2005, Kurdish- and 
Shi’a-dominated provinces supported the constitution by overwhelming margins, 
while Sunni-dominated provinces voted against it in equal measure.30 A simple 
nationwide majority was achieved, but the constitution narrowly missed defeat 
by the governorate rule. Two predominantly Sunni provinces—Anbar and Salah 
Al-Din—voted against the constitution by more than the required two-thirds 
majority. Although a majority of voters in a third province—Ninewa—rejected 
the constitution, it fell short of the two-thirds majority required to qualify as a “no” 
vote, allowing the constitution to be passed.31

Under the new constitution, national elections were held two months later, on 
December 15, 2005, to select members of Iraq’s first permanent legislature. This 
time, Iraq was divided into electoral districts by province, although the party-list 
system remained in force.32 Sunni participation in the elections brought some 
balance to the distribution of power in the National Assembly, but elections for 
local and provincial offices were postponed repeatedly, perpetuating the Shi’a 
over-representation on provincial councils. The failure to hold provincial elec-
tions complicated reconstruction efforts at the local level. Who held government 
office did not necessarily reflect who held power in the province. As a result, 
provincial elections remained a political grievance held by almost all non-Shi’a 
parties, as well as those Shi’a parties not aligned with the ruling coalition. 

Three years would pass before the issue was resolved. Provincial elections 
planned for September 2006 were postponed until March 2007 after the Shi’a-
majority parliament failed to appoint an electoral commission and draft election 
bylaws. Soon another delay was announced, putting off still further the prospect of 
a democratic rebalancing of Iraq’s provincial and local governments. Throughout 



• 253 •

• Returning to the Provinces •

2007, parliament refused even to consider implementing legislation on provincial 
powers. A law eventually passed in February 2008 but was then vetoed by the 
Presidency Council. Although the veto was later rescinded, the law would not 
come into effect until a law on national elections was fashioned.33 On September 
24, 2008, the Provincial Election Law was finally passed, mandating national 
elections before January 31, 2009.34 

The long delay in holding competitive local elections left political conflicts 
simmering across the country, complicating efforts of reconstruction personnel 
to work at the local level. Despite the approval of the new constitution and the 
seating of an elected national parliament, the organization of Iraq’s local govern-
ments, as specified in CPA Order 71, was by now a poor guide to who actually 
wielded control. In the absence of a clear legal framework, power fell to those best 
positioned to seize it, both inside and outside institutions of government. The 
resulting breakdown between the central government and provincial councils—
and in turn between the provincial governments and neighborhood and district 
councils—crippled the administration of public services the U.S. reconstruction 
program was trying to rebuild. 

Regional Responses 
In response to the fragmentation of the Iraqi state, military and civilian officials 
used USAID soft programs, PRTs, and brigade combat teams to strengthen local 
administrative capacities and connect provincial governments with national 
ministries. The sheer logistics of setting up the PRTs and assessing the status of 
reconstruction and institutional development in each province was difficult. All 
PRTs were explicitly tasked to bridge the local-national disconnect, but it was 
often the larger and more powerful brigade combat teams who made the most dif-
ference. By 2006, brigade commanders came to see improving local governance 
as an essential part of their mission. In addition to their primary tasks of secur-
ing the battle space, brigades often would provide security for local government 
facilities and at times for local officials. They also used their CERP funds and civil 
affairs brigades to support local government initiatives.

Both brigade commanders and PRT leaders found that pushing past Ba’athist 
practices and transforming the roles and responsibilities of local officials was 
difficult. One PRT official commented, “It’s still ‘big man’ diplomacy,” in which 
people rather than institutions wield power.35 Provincial council members, not 
used to discretionary authority, were often reluctant to act independently on 
behalf of their constituencies. “In a post-authoritarian society, where you have to 
be told what you are allowed to do (not what you aren’t), provincial and local gov-
ernment leaders are not going to be risk takers,” a PRT political officer explained. 
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“In the end, if people do not know what they are allowed to do, or what they are 
supposed to do—they will end up either doing nothing, or they will do what is 
in their best interest.”36 

In Diyala province, relations deteriorated so badly that the governor resorted 
to arresting directors general to force them to attend council meetings. Despite 
the trying conditions, PRTs and brigade commanders helped create legitimacy 
for the provincial governments and had some success at uniting officials from 
different sects. One PRT leader said, “Without our presence you would have a 
full-scale civil war.”37 

Coaxing local officials to work together productively was only half the battle. 
Relations had to be nurtured between municipal governments and the prov-
inces, and between the provinces and Baghdad. In many places, relationships 
were so lacking that provincial leaders wanting to meet with ministerial officials 
transmitted their requests through the embassy.38 Many also relied on Coalition 
commanders for transportation to and from Baghdad, a practice that military 
commanders came to call “helicopter diplomacy.” “Making the lack of ground 
rules even worse,” a political officer remarked, “is the incredibly poor communi-
cation between and among all levels of the Iraqi government. If, by some stroke 
of luck or hard work, there are clear and comprehensive rules for something, it is 
highly likely that they have not been transmitted to all of the appropriate people 
in an effective or open manner.” 39 

The efforts of the PRTs and brigades slowly opened a conversation between 
provincial and national officials. In the late summer of 2007, five governors from 
the northern non-Kurdish provinces arrived in Baghdad to attend a conference 
arranged by the office of the Deputy Prime Minister. It was one of the first meet-
ings of its kind. Governors from some of the most violent provinces of Iraq were 
allowed to air their concerns. They complained that some ministry directors gen-
eral were operating in the provinces outside the control of provincial authorities. 
The governor of Diyala stood up and said that he did not even have the phone 
numbers for ministry officials in Baghdad.40 It was clear that provincial and local 
governments were not yet ready to govern, and that focused PRT support to build 
local and provincial capacity would be necessary for an extended period. 

USAID Expands Local Governance Program
Operating in parallel with the PRTs, USAID soft programs also played an essen-
tial role in helping local governments improve. The LGP began a $350 million 
initiative on October 1, 2005, which aimed to join the citizen councils it formed 
across Iraq into an integrated network and build their capacity for local admin-
istration. Democracy advisors from the LGP also worked at the national level as 
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advocates for writing clearly stated powers, roles, and responsibilities for local 
governments into Iraqi law.41 The challenge was to provide a forum and a legal 
framework in which a fledgling cadre of Iraqi civil servants and elected officials 
could bridge the institutional gaps that had resulted from the Coalition’s remak-
ing of the Iraqi political system into federal, provincial, and local institutions.42 

The LGP was unlike the Coalition’s other methods of assistance. Its physical 
isolation from other U.S. government agencies, its predominantly Iraqi face, and 
its work at political levels far removed from national government created what 
was in effect a parallel reconstruction effort. Four USAID regional offices—in 
Baghdad, Hilla, Erbil, and Basrah—were embedded in local neighborhoods, 
rather than being housed on forward operating bases. When the compounds 
needed food, they sent Iraqi employees, many of whom lived in surrounding 
neighborhoods, to purchase it at nearby markets. The compounds’ outer rings 
of security were manned by Iraqi details, not U.S. military or international guard 
forces. One compound shared a wall and part of its security detail with a next-
door mosque.43 For every international advisor staffing the program, more than 
ten fulltime Iraqi professionals provided management training and assisted with 
projects.44 

USAID’s emphasis on distancing themselves from the embassy and blending 
with local communities was met with dismay in some corners of the U.S. mis-
sion. A huge American purse was being emptied in parts of Iraq about which the 
State Department knew little, and the success in realizing its goal—developing 
a functional local government—was hard to measure. 

An audit of the LGP program by the USAID Inspector General in 2007 found 
that “the local governance activities did not have intended outputs or baselines 
to measure progress against because USAID/Iraq failed to enforce contract re-
quirements.” The inspector general’s office also stated, “In our view, [USAID’s 
contractor] reported only on successful achievements rather than progress 
achieved toward specified targets.”45 A subsequent SIGIR audit raised similar 
concerns, noting that although program outcomes appeared to be positive, iden-
tifying and tracking project funds and outcomes required improvement.46

The LGP’s high-water mark of institution building was the creation of the 
Iraq Local Government Association in August 2006. Council members across 
Iraq recognized the need for a local government advocacy group within Iraq’s 
developing political framework. With USAID support, members of the Baghdad 
provincial council worked throughout the summer of 2006 to plan a confer-
ence in Baghdad that would be a vehicle for provincial authorities to lobby 
the national government, which was attempting to draft a provincial powers 
law. Council members from around the country wanted to make sure that the 
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process of political decentralization would not be derailed. Conference at-
tendees included 110 representatives from all of Iraq’s 18 provincial councils. 
They unanimously adopted a draft local government code and moved to form a 
permanent Local Government Association, electing a member of the Baghdad 
Provincial Council as its chair. 

The Local Government Association became a single voice speaking at the 
national level for local institutions and built a caucus of support in the Council 
of Representatives.47 It was an impressive opening of a dialogue between Iraq’s 
local and national leaders over how the devolution of power would proceed and 
how the capacities of local government would develop. 

Barriers to Progress
Despite the Coalition’s best efforts, the provision of government services became 
more rather than less politicized in the years following the CPA. By 2006, the U.S. 
approach to democratizing Iraq, while simultaneously federalizing its govern-
ment structures, yielded mixed results. The local and district councils created 
immediately after the invasion had not become formally linked to the directors 
general who administered services using funding provided by the central govern-
ment. Soon, ministries were deeply riddled with partisan infighting. The elections 
that were to be the capstone of a new democracy were based on a formula that 
only increased the forces driving Iraqis apart. The failure to hold new provincial 
elections also compromised the legitimacy of provincial councils through with 
which power was to be shared. 

Even though Iraq’s constitution ostensibly defined the framework for a uni-
fied state, political authority had fragmented into Kurdish, Arab Shi’a, and Arab 
Sunni constituencies, themselves split by deep and violent divisions. Rival Shi’a 
parties, each with their own militias, fought over key government positions in 
the south and over the central question of federal unification. In the Sunni areas, 
a combustible mix of terrorists, insurgents, and powerful rural tribes rejected 
Shi’a dominance in a government that was the inevitable result of nominally 
democratic elections. Despite the deployment of substantial Coalition resources 
beyond the Green Zone, there seemed to be an unbridgeable gap between pro-
vincial governments and the increasingly isolated national government.

By the end of 2006, U.S. officials agreed that the single most important gov-
ernance challenge was to strengthen the connection between Iraq’s national and 
provincial institutions, so services could be delivered and government properly 
administered in the new decentralized framework. “Capacity building”—en-
suring the ability of the Iraqi government to handle its own affairs—became 
the catchword for reconstruction’s next phase. Doing this would require the 
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Coalition to continue stitching together its “top-down” efforts in Baghdad with 
the “bottom-up” efforts in the provinces, linking all levels of the Iraqi government 
and the reconstruction. While this effort was underway, a series of failures in 
reconstruction projects turned over to Iraqi control underlined how important 
Iraqi capacity would be. The sustainment of facilities had fallen into crisis, yet 
another casualty of Iraq’s failed administrative state.
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Chapter 24
The Primacy of Capacity Development

Our job is not to build it for them, our job is to help them build 
the capacity so that they can use their own substantial resources 
to do things for themselves.* 

Ambassador Joseph Saloom 
Director, Iraq Reconstruction Management Office (2006-2007)

On most days in Baghdad, plumes of black smoke from at least one of the Doura 
power plant smokestacks are visible in the southwest sky—a sign that the genera-
tors beneath them are turning, putting a few dozen megawatts each on the grid. 
Blue sky over Doura almost always means that something is wrong, as was the 
case in August 2006, when an electrical surge disabled the plant. Despite a three-
year, $90-million project to restore it, the plant that supplied much of Baghdad’s 
power ground to a halt.1

Doura’s failure had many causes. Plant technicians had overlooked dust and 
debris collecting in the generators’ cooling systems. The debris should have been 
discovered by a routine check, but plant managers had yet to establish a formal 
maintenance program for Doura’s equipment. They had also followed orders 
from directors general at the Ministry of Electricity to swap critical components 
between the generators, which caused parts to deteriorate faster and break down 
more frequently. The directors general themselves were hamstrung by a ministry 
policy that forbade plant-level employees from purchasing replacement parts 
before emergencies occurred.2 The minister was under pressure from the Prime 
Minister, who gave continuous power-generation precedence over scheduled 
shut-downs for repairs.3 Ultimately, this chain of failures was a product of U.S. 
reconstruction policy that emphasized rebuilding Iraq’s physical infrastructure 
but not the institutions to maintain it. 

All across Iraq in late 2005 and beyond, a series of SIGIR inspections discov-
ered that physical infrastructure put in place by U.S.-funded reconstruction was 
breaking down and coming off-line.4 Failures plagued both refurbished and new 
facilities in the water, electrical, sewer, and oil sectors. It was not just a question 
of maintaining individual plants and teaching Iraqi engineers who run them to 
master more advanced machinery. It was about building the systems and pro-
cesses within Iraq’s government to sustain the infrastructure it had just received. 

* SIGIR interview with Ambassador Joseph Saloom, former IRMO director, April 21, 2008. 
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Unless the government could manage these necessary operations, the Doura 
power plant and facilities like it would continue to fall apart. 

From the beginning, reconstruction policymakers knew it would be a 
challenge to build capacity inside Iraq’s government and marshal it to sustain 
reconstruction facilities.5 A variety of U.S. agencies and organizations made ef-
forts to develop functioning institutions within Iraq’s ministries, but—despite 
millions of dollars in contracts and, at times, furious activity—the embassy failed 
to create large-scale capacity-building programs until late 2006. Even then, the 
effectiveness of the U.S. strategy was mixed. 

Iraq’s Capacity Crisis 
In Iraq, the story of capacity development—the ability of the government to op-
erate effectively—begins with Saddam Hussein. Iraq’s government did function 
before the 2003 invasion. Despite significant deficiencies on every front, some 
three dozen ministries controlled virtually every factory, warehouse, administra-
tive office, and service facility in the Iraqi inventory, as well as the distribution 
of essential commodities, including fuel and food. Even after the imposition of 
international sanctions choked the flow of spare parts and cash, the Saddam re-
gime expected its ministries to perform as usual. 

To meet Saddam’s demands, officials became “entrepreneurial” and, at times, 
draconian. Ministries made shadowy credit arrangements so that ledgers would 
remain in the black; raw materials produced within Iraq were stockpiled and often 
withheld from other ministries; ministries imported materials in contravention 
of international sanctions; and a climate of fear kept workers in line.6 Power over 
the ministries was jealously guarded by Iraqi officials at the highest ranks, many 
of whom sought to profit from their positions.7 All these practices left a legacy of 
corruption for the embassy to try to overcome. 

Looting following the 2003 invasion dealt the first major blow to government 
capacity. Next came the exodus of both people and property from Iraq’s govern-
ment offices, effectively redefining reconstruction from restarting a government 
to building one anew. The goal was to restore the core capacities of government—
its strategic and policy-planning ability, as well as its financial, information, and 
human resources management. To this end, USAID contracted in July 2003 with 
BearingPoint to give Iraq’s Ministry of Finance the tools to start collecting, track-
ing, and disbursing state revenue.8 Part of the BearingPoint contract required the 
provision of a state-of-the-art financial management information system, which 
turned out to be unworkable. It was a harbinger of the challenges to come: having 
been built with U.S. rather than Iraqi accounting practices in mind, it was rejected 
by the Iraqi civil servants who were to use it.9
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In the summer of 2003, three major funding streams—CERP, IRRF 1, and 
the DFI—were available for capacity-building efforts. Working independent of 
U.S. government agencies, CPA senior advisors drew on what they could get 
from the military and USAID, as well as on funds for projects approved by the 
Program Review Board. Most funds came from Iraqi money in the DFI. More 
than $10 billion was set aside during the first year for ministerial operations; $1.2 
billion came from U.S. funds.10 

Down in the trenches of reconstruction, U.S. military engineers and interna-
tional contractors were in a position to develop sustainment programs for the 
effective operations and maintenance of the infrastructure projects they were 
building. But the IRRF 1 contract with Bechtel, like the other infrastructure con-
tracts, did not emphasize sustainment. A short paragraph in the contract required 
Bechtel to “provide technical assistance and training to build the capacity for 
effective operation and maintenance.”11 What the sustainment programs might 
include or how their success would be measured was not specified.

USAID officials in charge of administering the IRRF 1 contracts assumed that 
a core cadre of ministry employees would carry over the maintenance practices of 
the old era.12 The CPA, however, had dismissed many of those ministry employ-
ees in the de-Ba’athification process, and those that remained found it difficult 
to push past the culture of centralized management and take responsibility for 
maintaining local facilities.13 Even if Iraqi officials had taken the initiative, few in 
the summer of 2003 had functioning procurement systems or even regular com-
munication with ministry offices in Baghdad. USAID’s second Bechtel contract, 
reflecting the expansion of reconstruction’s scope and duration under IRRF 2, 
placed greater emphasis on maintenance and sustainability. It required that every 
job order written under the contract specify the level of technical capacity that 
would be passed to the Iraqis.14 

As the CPA’s PMO grew to administer the larger part of IRRF 2 funding, it 
too approached capacity building and sustainability with greater purpose. PMO 
internal guidelines suggested that contracting officers use Iraqi services “to the 
greatest extent practicable,” and that design-build contractors collaborate with 
ministries in drafting project requirements. As much as 16 percent of a contrac-
tor’s award fee became dependent on the ability to train local staff and transition 
projects effectively to the Iraqis.15

Simply writing language into IRRF 2 contracts, however, did not constitute 
a true sustainability program. There was no U.S. commitment to fund projects 
aimed exclusively at maintenance objectives, an oversight that troubled USAID 
officials experienced with infrastructure construction in the developing world. 
In their view, PMO’s staff, largely composed of engineers without development 
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experience, tended to issue infrastructure contracts without attention to follow-on 
maintenance.16 USAID’s own infrastructure cell was acutely aware of the problem 
by late winter 2004, but the agency’s loss of influence during the early CPA pe-
riod marginalized its ability to advocate for sustainability contracts.17 “Bremer,” 
according to USAID Mission Director Spike Stephenson, “was not interested 
in anything but construction.”18 The CPA went so far as to remove $50 million 
from an operations and maintenance budget that USAID proposed.19 Although 
specific task orders would allow training at the ministry level to continue, the lack 
of dedicated sustainability contracts left it to the Iraqis to make critical purchases 
for maintaining facilities—which most ministries were unable to do.20

Despite the lack of emphasis on sustainability and capacity building, some 
international contractors found that the professional development of Iraqi 
subcontractors was in their own best interests. They went beyond what was re-
quired by their contracts to establish substantial training programs. One example, 
“Bechtel University,” introduced a cadre of Iraqi contractors to international pro-
curement policies, safety routines, and quality assurance practices.21 The theory 
was that if Iraqi firms were taught these skills, they would effectively use them in 
the future. Graduates of Bechtel University later took leadership roles in other 
reconstruction projects.22

Widespread success in IRRF-sponsored training programs at the plant level, 
however, was elusive in 2003 and 2004. Thomas Wheelock, who helped lead 
USAID’s management of the Bechtel IRRF contracts, noted that there was such 
a range of competence among Iraqi technicians that it was difficult to design any 
universally applicable curricula. Some of the greatest challenges to facility-level 
sustainability were found in the management ranks at central ministries, where 
maintenance programs were designed and critical spare parts were procured. 
The PMO could require sustainment measures in the task orders it issued to con-
tractors, but without a program to link them to efforts at the ministry level, there 
was little chance for long-term, effective management.23 In the reconstruction 
program’s first two years, there was no coordinated effort among the U.S. organi-
zations working in Iraq to draft and implement strategies for interagency capacity 
building or sustainment that would reach all parts of the reconstruction effort. 

The Problem of Sustainability 
In the fall of 2004, Bruce Parmelee, a program officer in USAID’s Community 
Action Program, discovered a rehabilitated water-treatment plant on the outskirts 
of Hilla sitting idle after repairs costing $5 million. Work on the plant had been 
completed, but there was no effective effort to transfer the facility to local Iraqi 
authorities. Because the job order focused only on the facility, contractors did not 



• 262 •

• Chapter 24 •

connect the plant to the city’s network of water-pipes and sewers or teach Iraqi 
employees how to use it. Few people in Hilla even knew it existed, and the facility 
had already started to decay. It was a perfect example of the failure to incorporate 
an adequate plan for transfer and sustainability.24

A similar set of sustainment issues arose across the reconstruction effort in 
2004 and 2005.25 Contracts written for physical reconstruction frequently left 
out the crucial next step of ensuring that the new facilities would be used and 
maintained. A policy of keeping international contractors on hand for 90 days 
to assist with early operations was seen by IRMO as woefully insufficient.26 The 
security situation compounded the challenge, with targeted attacks on infrastruc-
ture, the withdrawal of international engineers, and widespread attrition among 
Iraqi technicians. The effort was also affected by Iraq’s political process, which 
led to constant changes in ministries’ leadership in the three years before the 
installation of a permanent government in 2006.27 

All of these factors hampered the delivery of essential services that reconstruc-
tion was supposed to provide. The major indicators of government performance 
in 2004 and 2005 were generally flat.28 “It became clear,” Ambassador David 
Satterfield said, “that we ran the real risk of huge multi-million dollar projects…
sitting alone, non-operative, because we had not put the same focus on sustain-
ability as we have on building it.” Satterfield added, “It had been assumed that 
Iraqis would take on the last-mile connectivity but they never did.”29 

PCO Addresses Capacity Development 
Working closely with contractors building essential services facilities, PCO 
took the earliest steps to prioritize sustainability efforts. Much of the initiative 
began in the water sector where, by the late summer of 2004, the sheer number 
of projects outlined by the IRRF 2 spending plan convinced water-sector pro-
gram managers that a separate capacity-development program was necessary. 
The 79-page Management and Interface Plan, which PCO briefed to agencies, 
think-tanks, congressional staff, and contractors, outlined five critical levels at 
which the embassy could help develop the Iraqi government’s capacity to sustain 
reconstruction.30 

The PCO focused on level 5 of this framework—infrastructure—while en-
couraging other parts of the U.S. mission to engage further upstream. By early 
2005, the mission had established an internal office, staffed by two people in 
Baghdad and two in Washington, specifically charged with coordinating PCO’s 
capacity-development initiatives. In March 2005, PCO modified statements of 
work for the IRRF 2 sector program-manager support contractors to include key 
sustainability objectives.31 
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The PCO sustainability office also created reporting systems that tracked the 
new contract requirements, ranging from the number of Iraqi technicians trained 
on a project to documenting overall lessons learned by contractors working in 
the field. One result was a new set of confidential PCO databases that tracked 
the effectiveness of all Iraqi subcontractors hired by the design-build contrac-
tors, as well as the progress of PCO-sponsored capacity-development activities.32 

Training programs run by prime contractors ultimately reached 509,000 Iraqis 
and comprised more than a million hours of training.33

The focus on sustainability by the PCO eventually led it to look beyond the in-
frastructure level. In 2005, it established eight technical learning centers in seven 
provinces.34 The centers offered hands-on training in equipment maintenance 
and engineering innovations that had been unknown in sanctions-era Iraq. Six 
focused on the water sector, the first sector to embrace all aspects of PCO’s sus-
tainment strategy, and two were established for workers in oil and electricity.35 

Further up the ladder, a new PCO grant program encouraged ministries 
to shoulder a larger portion of the management of reconstruction. The PCO 
would reimburse ministries for the costs of projects if they agreed to manage 
their planning, solicitation, bidding, financing, and construction. The entire 
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capacity-building effort, from vocational training to ministerial agreements, was 
encapsulated in an IRMO white paper in May 2005. The paper praised the “PCO 
Management and Interface Plan,” which became the basis of the first interagency 
capacity development strategy in Iraq reconstruction.36

However, this strategy—and, in particular, the cooperation it presumed 
between IRMO, the State Department, USAID, and PCO—did not take hold 
in 2005. Events quickly overtook the white papers circulating in the embassy. 
During Ambassador Khalilzad’s tenure, failures in infrastructure sustainment 
became more significant. More completed projects were not operating, and es-
sential service benchmarks in key sectors like electricity and oil remained unmet.37 
Nearly a year after the PCO introduced its interagency engagement strategy, the 
State Department concluded that a more “integrated approach was essential.” 
Agencies had implemented reconstruction programs “without a clear under-
standing of the programs’ objectives or their contribution to the larger goal of 
transferring responsibility for reconstruction to the Iraqi government.”38 

Reorganizing Capacity-Development Efforts 
The Department of State initiated a “National Capacity Development Program” 
in late 2005. The plan focused on the twelve key ministries that accounted for 65 
percent of Iraq’s government workforce of 2.2 million people, and oversaw 74 
percent of the national budget. Instead of assigning responsibility for the ten civil-
ian ministries to one organization or agency—as had been done for the Ministries 
of Interior and Defense—the embassy asked USAID to focus on medium-term 
capacity issues while IRMO and the Departments of State looked after immedi-
ate needs.39 “We tried to build on the senior consultants,” recalled Ambassador 
Speckhard, who served first as IRMO director and then as deputy chief of mission 
under Ambassador Khalilzad. “The first step was to go out and have each one of 
them do an intensive survey of their own ministries to make judgments on how 
they were doing on strategic planning, on leadership and personnel, on budget 
and finance, and on public communications.”40

The Embassy tapped IRMO to coordinate the new capacity-building effort, 
but overseeing the capacity-development activities of so many permanent and 
semi-permanent agencies in the U.S. government proved too tall an order for an 
ad hoc group of senior consultants.41 The consultants’ principal charge had always 
been to maintain relationships with key Iraqi officials—including the minister—
in each ministry, allowing the exchange of information and resources between the 
embassy and the Iraqi government. Many senior consultants focused on keeping 
these crucial connections going and simply did not have the time to deal with all 
the other U.S. agencies who were supposed to be involved in capacity building. 
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IRMO was itself burdened with developing its own capacity—that is, recruit-
ing enough qualified advisors to replace those who were leaving. “Every year,” 
Ambassador Speckhard said, “you’re turning over some 90 percent.”42

In March 2006, when it became apparent that IRMO alone could not effec-
tively coordinate the initiative, the deputy chief of mission ordered the creation of 
a Ministerial Capacity Team. The idea was to link the work of senior consultants 
with other efforts in the Green Zone by bringing everyone together in a coordi-
nating body. Vested with a $15 million dollar budget, the Ministerial Capacity 
Team began a series of efforts to build capacity into the ministries. It constructed 
a new press room for the office of the prime minister, created a digitized copy of 
the Iraqi legal code, and assembled a much-needed survey of Iraq’s health infra-
structure. Projects like this, however, did not amount to a systemic strategy for 
correcting plant-level failures by redressing ministerial deficits at the top.43 

By summer 2006, the formula changed yet again. Thirty officers from Coalition 
forces and a similar number of reporting officers from the State Department 
joined IRMO senior advisors in what were called Ministerial Assistance Teams.44 
The teams developed one-year programs designed to jump-start capacity just as 
ministries received permanent ministers for the first time. By early 2007, twenty 
advisors worked in the Ministry of Oil, eighteen in the Ministry of Finance, and 
eighteen in the Ministry of Electricity.45 

The introduction of new faces into a tightly knit group of advisors and minis-
ters—one that already had to work around language barriers, cultural differences, 
and gaps in technical knowledge—disrupted the solid relationships that had 
been established. For this reason, the ministry assistance teams failed to gain the 
necessary momentum. Neither IRMO’s senior consultants nor the Iraqi ministry 
officials who for three years had built very specific partnerships wanted others 
to intrude.46

The failure of Ministerial Assistance Teams in 2006 opened again the ques-
tion of who was in control. In 2006, the embassy created a Joint Task Force for 
Capacity Development that included representatives from USACE, USAID, 
MNSTC-I, the embassy, and IRMO.47 For the first time in more than three years, 
a central body met to oversee the agencies and organizations that had significant 
relationships with various components of the Iraqi government. Unfortunately, 
the task force was yet another meeting of men and women in the Green Zone 
who lacked the authority to mandate action by their constituent agencies.48 

The task force coincided with a new initiative by USAID to provide me-
dium-term capacity assistance to Iraqi ministries. The $165 million Tatweer 
program—Arabic for “development”—focused initially on enhancing the pro-
fessional qualifications of civil servants at the ministries of Planning, Finance, Oil, 
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Electricity, and Water Resources. Management Systems International (MSI), 
USAID’s implementing partner, intended to attach its own training programs 
to Iraq’s National Center for Consultation and Management Development, a 
training academy in Baghdad’s suburbs run by the Ministry of Planning. MSI 
also sought to establish its own ministry assistance teams staffed by Arabic-
speaking advisors.49 

Implementation of the Tatweer program was slow. By December 2006, MSI 
had positioned advisors in only the Ministries of Oil and Electricity, even though 
the other ten civilian ministries mentioned in the National Capacity Development 
Plan were scheduled for assistance. The lack of MSI advisors and the limited 
reach of the Ministerial Coordination Team over USAID programs seriously 
compromised the overall effort. The Center for Consultation and Management 
Development did not fare much better. By December 2006, USAID reported 
that the center’s ability to host and expand on MSI training programs was lim-
ited.50 Two subsequent audits found that implementers were having difficulty 
finding Iraqis who were willing to participate in the training programs, and that 
the center prohibited foreign advisors from visiting its premises because their 
presence would draw attention to the compound and create a security risk to 
Iraqi attendees.51 

To direct these myriad activities, the embassy turned finally to the Joint 
Executive Steering Committee. With high-ranking representatives from MNF-
I, USAID, GRD, MNSTC-I, IRMO, and each embassy section, the steering 
committee had originally served as the policy planner for the emergent PRT 
program. In late summer 2006, the steering committee’s mandate was enlarged 
to make it the strategic hub for all joint efforts among agencies in Iraq, including 
capacity-building programs.52 The Joint Task Force on Capacity Development 
now reported to the steering committee, which was chaired by the deputy chief of 
mission.53 Although this structure in theory brought the ambassador into closer 
contact with the capacity-development program, policy influence remained with 
IRMO, whose director frequently chaired steering committee meetings in the 
absence of the deputy chief of mission.54 

An imminent deadline soon complicated these arrangements. In the con-
tinuing effort to “normalize” operations, the embassy set IRMO’s demise as 
an organization for early 2007. IRMO’s last director, Ambassador Joe Saloom, 
arrived in May 2006 to begin shutting down the three-year-old organization.55 
His own perception was that the State Department wanted to create a year-long 
“glide-path” for senior consultants, who would continue overseeing reconstruc-
tion in their ministries, but increasingly under the direction of section heads at 
the embassy.56 It was all part of a trend to bring the functions of many ad hoc 
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offices created to manage reconstruction together under the traditional embassy 
structure, with its political and economic sections.

The transition to Saloom’s leadership in IRMO revived the search for adequate 
measures of success in capacity development. IRMO’s initial effort—started in 
September 2006 to measure core indicators of Iraqi ministry capacity—quickly 
ran out of steam and failed to produce further findings.57 Nevertheless, the as-
sessment confirmed that most ministry staff lacked sufficient training to do their 
jobs, and that a quarter of all ministerial functions depended on Coalition or 
other foreign support.58 

The Rise of Budget Execution
By late 2006, a growing awareness that the Iraqi government was ill-prepared to 
move money from its treasury to the many offices that actually spend the bud-
get helped bring focus to the capacity-building program. Iraq’s capital reserves 
were growing, and much of the money was not being spent. Embassy officials 
wanted to prepare for the day when Iraqi revenues alone would carry reconstruc-
tion forward.59 Exasperated with the scope of ongoing capacity-building efforts, 
IRMO leaders were happy to narrow their focus. “It became obvious, once again,” 
Ambassador Speckhard said, “that we bit off more than we could chew, in the 
timeframes we were talking about.” “To make noticeable differences in the short-
term,” he said, “you really need to focus on a few things.”60 

With new input from the Ambassador and a working group established on 
budget execution, U.S. officials zeroed in on the failure of Iraqi institutions to 
spend their capital budgets, citing it as “the most important capacity restraint 
to the Government of Iraq’s performance.”61 Improving the ability of the Iraqi 
government to spend its own revenue became the keystone in a new arc of 
capacity-development activities. It was all part of a shift in the reconstruction 
program to supporting Iraqi priorities with Iraqi resources. Iraqi budget perfor-
mance would be tracked daily on both the civilian and military side of the U.S. 
program, and all efforts would be made to increase the rate at which Iraqi money 
flowed from ministry budgets to reconstruction contracts.

Once the embassy identified budget execution as a clear measure of progress, 
it marshaled nearly every agency at its disposal to improve it. IRMO, JCC-I, the 
Department of the Treasury, USACE, the embassy economic section, and the 
ambassador’s front office all became deeply involved in providing program man-
agement and contracting assistance to Iraqi ministries. The Iraqi Prime Minister’s 
office and the office of Deputy Prime Minister Barham Salih also engaged in 
the effort. Salih convened weekly meetings on procurement and spending ap-
proval processes with the Ministers of Planning and Finance and officials in 
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provincial and city government.62 It was an “all-government approach,” accord-
ing to Ambassador Saloom. 63

The Ministry of Planning was one of the weak links in the chain. Iraqi law re-
quires the Ministry of Planning to approve all requests for funding by other parts 
of the Iraqi government. Only after receiving Ministry of Planning approval can 
the Ministry of Finance disburse funds to ministries or provinces. A Ministry of 
Planning “fusion cell” was created. Dozens of Americans, many of them of Iraqi 
origin, took desks next to ministry employees in order to coach them at every step. 
In some cases, they even answered the phones. The support of Iraqi bureaucrats, 
often untrained and not used to making major funding decisions, accelerated the 
pace at which the Iraqi government increased its capital expenditures.64

These innovative efforts yielded modest results at first. Before budget execu-
tion was identified as a priority, the Iraqi government as a whole spent just 17 
percent of its capital budgets, meaning that badly needed infrastructure projects 
had either not begun or were being executed entirely with U.S. funds.65 In 2007, 
the government substantially improved budget execution at the ministerial level, 
spending $4 billion of its $7.9 billion capital budget for an execution rate of just 
over 51 percent. Results in the provinces, however, were mixed. Rates varied from 
a high of 64 percent in Najaf to zero in Diyala province. Strategically crucial Anbar 
province reported spending only $4 million of the $107 million available—an 
execution rate of less than 4 percent.66

Violence was also a major impediment. “The bread and butter of a director gen-
eral’s job is dealing with his superiors in Baghdad,” Treasury attaché Jeremy Pam 
explained. “Without a war on, he would go back to Baghdad every two weeks. But if 
he can’t drive on the roads, you have the different levels of government increasingly 
cut off from each other.” “Imagine,” Pam said, “if the Internet went down, and you 
didn’t have email. Our budget execution would go down, too.”67 

The U.S. mission’s focus on budget execution raised two fundamental issues. 
The first was whether it was wise to be so concerned about the Iraqi capacity to 
spend money quickly.68 The second had to do with the long-term value of the 
more intensive capacity-building approaches directed at the security ministries 
and the Ministry of Planning. In 2007, a GAO audit of the capacity-development 
program concluded that with so many international advisors in effect “sitting 
in” for Iraqi government employees, “the Coalition’s involvement in [Iraq’s] 
budgeting and procurement processes may have hindered the ministries’ capac-
ity to improve their own procurement and contracting systems and perform 
other vital services.”69 “We were not convinced that ministries actually were 
building their own capacity to do those things that we were doing for them,” 
Ambassador Satterfield said.70 
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Transferring Completed Projects 
As the United States worked to enhance ministerial capacity, the process for 
transferring completed reconstruction projects to the Iraq government broke 
down. Beginning in 2006, a series of SIGIR audits revealed that the process of 
asset transfer—as project handover is formally called—was not ensuring that the 
Iraqi government was capable and willing to assume responsibility for maintaining 
U.S.-built facilities.71 Transferring responsibility for sophisticated facilities, such as 
electrical or water treatment plants worth tens of millions of dollars, was a difficult 
task by any measure. Detailed operational and maintenance procedures had to be 
drawn up. Manuals and technical documentation had to be handed over. Most 
critically, the Iraqis had to be adequately trained to operate and maintain the facili-
ties on their own, a task that would require careful planning and budgeting skills 
in perpetuity, at both the facility and the ministry responsible for it. 

The breakdown between Iraq’s central and local governments made asset 
transfer an especially arduous task. A municipality’s pledge to care for a facility 
was no guarantee that the central ministry actually responsible for its upkeep was 
prepared to support it over the long term—or even knew it existed. Handing 
over smaller projects, such as schools and clinics, was also fraught with difficulty. 
Although not necessarily difficult to maintain or operate, smaller projects still 
needed to be kept supplied and staffed year after year to realize the full value of 
U.S. investment.

The asset transfer process was the ultimate test of Iraqi buy-in to the U.S. re-
construction effort. If done properly, it would provide three crucial checks. First, 
it would ensure formal recognition by the Iraqi government that a project was 
satisfactorily complete and ready for transfer. Second, it would provide an oppor-
tunity for the Iraqi ministries involved in operating and maintaining the facility 
to acknowledge their technical readiness and show that they had dedicated ad-
equate budgetary and personnel resources for all future operations, maintenance, 
and capital-replacement costs. Third, and most important, it would provide an 
occasion for the United States and the Iraqi government to certify that the U.S. 
investment would be cared for responsibly in the years to come.72 

The scope of asset transfer, like the reconstruction itself, was enormous and 
involved many projects that the Iraqis never agreed to or wanted in the first place. 
By the middle of 2006, 579 IRRF projects, valued at $765 million, had been 
officially transferred to the Iraqi Ministry of Finance. However, this was only 
18 percent of the total number of completed IRRF projects. Still more projects 
would come from the other reconstruction funds, including CERP and the 
ISFF. The cost of maintaining IRRF projects alone was estimated in 2006 at 
approximately $1.2 billion annually. As that year drew to a close, the United 



• 270 •

• Chapter 24 •

States planned to have the Iraqis shoulder most of this burden. An estimated 
$372 million in sustainment funds would be available within IRRF for short-term 
operations, spare parts, consumables, and contracted support during 2007. The 
government of Iraq would fund the remaining $828 million.73 

One of the flaws of the asset transfer approach as it was structured in 2006 
was that each U.S. agency working in Iraq had different procedures, levels of 
detail, and due diligence requirements for transferring projects. A sampling 
showed that one agency provided an exhaustive accounting of asset values and 
maintenance requirements in its transfer package while another provided no 
information at all.74 Procedures differed even within agencies for separate re-
construction funds. 

SIGIR’s asset transfer audits found that the lack of uniformity confused Iraqis 
and caused some assets to be transferred to Iraqi control with insufficient tech-
nical documentation. SIGIR recommended that, at a minimum, U.S. managers 
provide formal notification of a project’s transfer to the Iraqi Ministry of Planning, 
Ministry of Finance, and the appropriate operating ministry. The notification 
should list all relevant data and specifications that would allow the Iraqis to plan 
better for long-term upkeep, including the start date, asset cost, estimated short-
term and long-term sustainability costs, terms of warranties, and the location of 
maintenance and systems manuals.75 

The lack of one centralized authority to manage asset transfer for the entire 
U.S. reconstruction effort was problematic. Policy guidance issued by the em-
bassy’s Asset Transfer Working Group in April 2006 was not binding. Agencies 
were pursuing different and uncoordinated approaches to transferring completed 
assets to Iraqi control.

In mid-2008, a SIGIR audit found that U.S. agencies continued to develop 
their own transfer procedures—confusing the government of Iraq in the pro-
cess. USAID, for instance, elected not to use the process established by the Asset 
Transfer Working Group. MNSTC-I took a different approach altogether, try-
ing to develop the capacity within the MoI to sustain all transferred projects.76 
MNSTC-I unilaterally transferred 388 projects to the government of Iraq even 
though they did not obtain formal assent—thus putting a billion dollars of U.S. 
investment at potential risk.77 

Unilateral transfers caused many problems. A report in 2007 by the BSA, 
Iraq’s audit agency, found that many Iraqi ministries did not have records show-
ing the U.S.-funded reconstruction projects supposedly under their control.78 
Later modifications to the asset transfer policy addressed some of the issues iden-
tified by the reviews, but these modifications did not apply to all projects provided 
by U.S. reconstruction funds and did not centralize the management of the asset 
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transfer process. The Iraqi government also failed to respond to a memorandum 
of agreement forwarded by the United States, leaving any policy agreement be-
tween the two governments at an impasse into the fall of 2008.79

Beyond the Green Zone
By late 2005, nurturing capacity at the provincial and municipal levels had 
become a strategic objective. Four Coalition entities were at work supporting 
the development of capacity in local and provincial governments: Provincial 
Reconstruction Development Councils, Provincial Reconstruction Teams, 
Brigade Combat Teams, and USAID’s Local Governance Program. In 2006, 
policymakers used each of these institutions to help link the capacity develop-
ment underway in Baghdad with efforts in the provinces. 

PRDCs became a way to tutor Iraqi officials in program and project manage-
ment while at the same time increasing the Iraqis’ commitment to maintaining 
U.S. projects. “We were dissatisfied with what appeared to be a disconnect 
between our projects and Iraqi sense of ownership and buy-in,” Ambassador 
Satterfield explained. “We were creating white elephants that did not have Iraqi 
buy-in or training to keep going.” PRDCs fostered joint decision making between 
American and Iraqi officials and helped harness Iraqi government capacity in 
the ongoing reconstruction. “The skills gained in doing [the PRDC process],” 
Satterfield said, “would then translate into the ability to use Iraqi funds when the 
provinces were funded.”80 

PRTs also played a leading role. Having existed principally as capacity-build-
ing institutions, PRTs were staffed to provide guidance to provincial councils, 
governors, directors general, and other local officials. As violence increased across 
Iraq in 2006, new tasks were given to the PRTs, including the execution of eco-
nomic components of counterinsurgency programs. Becoming an important link 
between provincial reconstruction efforts and the military’s counterinsurgency 
strategy, however, risked undermining PRTs’ original capacity-building mis-
sion.81 At first, they were not equipped to become project and program managers 
in their own right.82 The solution was more staff and support from Baghdad, but 
the National Coordination Team, which came to supplant the role of IRMO’s 
Directorate of Operations in overseeing PRTs, was unable to keep pace with the 
increased demands. 

In the spring of 2007, with the PRTs fully deployed, the embassy attempted 
to address staffing and capability shortages for both the teams and the offices that 
supported them from Baghdad by developing a new organization, the Office of 
Provincial Affairs (OPA), with a “direct-report” to the ambassador. This bureau-
cratic restructuring, along with the appointment of a more senior official to head 
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the office, gave the PRT program a greater opportunity to help lead capacity-de-
velopment efforts in the provinces. OPA, however, was not well staffed, and at first 
was overwhelmed with carrying out basic reporting and support functions.83

Capacity Building: A Missed Opportunity
Despite the importance of comprehensive capacity-development and sustainment 
programs to the long-term success of the U.S. mission in Iraq, the United States 
failed to develop them in the initial years after the invasion. This did not mean that 
reconstruction officials completely ignored the problem. In the first year of occupa-
tion, the CPA expended more than $10 billion of Iraqi and U.S. funds on ministry 
operations.84 In 2004, the PCO modified contracts and introduced a series of 
programs designed to address emerging sustainability challenges in infrastructure 
rebuilding. By the end of 2006, the U.S. government allocated $169 million to 
build Iraq’s governing capacity, and many sustainment efforts began.85 

A unified effort to coordinate capacity-building activities proved to be elu-
sive. Officials concentrated on what they knew: diplomats focused on political 
reform, businesspeople on the Iraqi private sector, and engineers on sustaining 
facilities. As a result, many of the weak links in the chain of Iraqi institutions were 
neither understood nor properly addressed, leading to a crisis of Iraqi govern-
ment mismanagement. Efforts to address this crisis have had only partial success. 
Years after some capacity-building programs began, it was not clear whether 
they had any lasting effect, and no overall strategy had been put in place until 
the end of 2007.86 

A look at Diyala province four years after the invasion illustrates how slowly 
Iraq’s governing capacity had developed. None of Diyala’s service directorates 
had a dedicated maintenance budget. Although central-government ministries 
still controlled 80 percent of Iraq’s capital budgets in 2007, the local government 
in Diyala knew no more about ministry projects planned in its territory than it 
did in 2004.87 

These shortfalls raise hard questions about how capacity-development pro-
grams in Iraq should have been managed. While MNSTC-I flooded the ministries 
of Interior and Defense with more than 200 advisors, each working hand-in-hand 
with Iraqi counterparts, the ten other major civilian ministries had only a handful 
of advisors, except for those involved in the Ministry of Planning effort to increase 
budget execution. 

Finally, the lack of security threatened all capacity-development efforts. Iraqi 
officials often had to limit their days at the office to just two or three hours be-
cause of threats from insurgents and warring sects and the length of time it took 
to navigate safely the checkpoints between home and workplace. By 2007, the 
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kidnapping and killing of capacity-development advisors when they left the Green 
Zone led to restrictive policies that limited contacts between Coalition and Iraqi 
officials, sometimes preventing interaction altogether.88 Raising a new system 
of government and endowing it with the capacity to sustain its infrastructure 
effectively was a never-ending challenge, one that still had not been overcome 
toward the end of 2008.
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Chapter 25
Reconstruction Amid Sectarian Violence

To provide security you need to engage people. You need to tackle 
unemployment. You need to create job opportunities, substantial 
opportunity so people would be more involved in their well-being 
rather than explosives and insurgency.* 

Dr  Ayad Allawi  
Prime Minister of Iraq (2004-2005)

Hope that Iraq’s democratic elections would defuse sectarian tensions unraveled 
on the morning of February 22, 2006. At five minutes before seven, al-Qaeda 
terrorists in Samarra destroyed the golden dome of the al-Askari mosque, the 
revered Shi’a holy site on the east bank of the Tigris River, 60 miles north of 
Baghdad. Desecrating the gravesite of the Tenth and Eleventh Imams was a psy-
chic blow to Iraq’s Shi’a and accelerated the pace of sectarian killing that had been 
rising steadily for months. At least 1,300 Iraqis, mostly Sunni, were murdered in 
the next four days, many slain in the streets by organized killing squads associated 
with the militia of Muqtada al-Sadr.1 

The humanitarian and political crisis precipitated by the Samarra bomb-
ing forced reconstruction policymakers to shift course on a number of fronts. 
Refugees posed the first problem. A quarter-million Iraqis fled their homes, has-
tening the segregation of Baghdad and south-central Iraq into Sunni and Shi’a 
enclaves.2 By the end of 2006, one out of every eight Iraqis had left the country 
or became displaced within it.3 Tent cities sprouted to accommodate the most 
desperate homeless, triggering food and water shortages that exacerbated already 
poor conditions. 

In keeping with previous trends, attacks were concentrated in Baghdad and 
the provinces of Anbar, Diyala, and Salah Al-Din.4 The difference was that in the 
month after Samarra, execution-style killings claimed eight times more Iraqi lives 
than insurgent attacks, indicating a shift from insurgency to civil conflict.5 Iraq’s 
history could be seen in the patterns of violence. Tribal codes drove revenge 
killings between Sunni and Shi’a, while the methods of torture and execution—
power drills and severed heads—echoed Ba’athist practices.6 

The mass violence between Iraq’s sects came amid a deadlock over seating the 
new government. Members of the Shi’a, Sunni, and Kurdish factions—elected 

* SIGIR interview with Dr. Ayad Allawi, former Prime Minister of Iraq, February 25, 2008.
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to parliament under Iraq’s newly ratified constitution—could not agree who 
should be named ministers. The United States lobbied against nominating the 
incumbent Prime Minister, Ibrahim Ja’afari, to that post again, viewing his divi-
siveness and political wavering as profoundly unhelpful to reconciliation.7 With 
government at a standstill, the killing continued. 

The Iraqi government’s inability to contain the flow of displaced persons 
within Iraq further radicalized the population. With the Ministry of Displacement 
and Migration and the Red Crescent unable to meet their basic needs, displaced 
Iraqis turned to neighborhood mosques and the religious offices that supported 
them. SCIRI’s charitable organization, Shahid al-Mihrab, and the offices of Grand 
Ayatollah Sistani and Muqtada al-Sadr distributed cash and material assistance 
to Shi’a refugees, while the Association of Muslim Scholars and the Islamic Party 
aided displaced Sunnis.8 

In response to the security vacuum, the Mahdi Army and the Badr Brigade 
manned hundreds of informal checkpoints to stem the incursion of Sunni ter-
rorists in Shi’a neighborhoods, while a parallel network of Sunni militiamen 
attempted to stop Shi’a killing squads from infiltrating Sunni areas. Numerous 
militia barricades slowed the flow of goods, disrupting Baghdad’s economy. The 
market soon adapted. Informal exchange points on the city’s west side let Sunni 
drivers off-load their wares to Shi’a trucks.9 

When government forces could not stop the killing, refugees also became in-
creasingly dependent on sectarian militias for their safety. The militias that came 
to rule whole sections of Baghdad also penetrated the state security apparatus. In 
2006, the United States discovered evidence of Shi’a death squads operating from 
the Ministry of Interior, and a secret network of prisons across Baghdad.10 Rival 
Shi’a factions asserted claims to the spoils of government, commandeering floors 
of the MoI and appropriating U.S.-purchased weapons and vehicles for militia 
activity.11 Shi’a militias in particular successfully placed large numbers of their 
fighters on the government payroll. The National Police became so compromised 
that Sunnis began calling it a “Shi’a militia in uniform.”12

The Balkanization of Baghdad ushered in a new calculus of risk, in which 
moving between neighborhoods became a kind of Russian roulette. A fake ID 
card bearing a Shi’a name was no longer good enough to get Sunnis through 
Shi’a checkpoints. Websites also advised Sunnis to play Shi’a devotional music 
and hang pictures of Imam Ali, considered the founding leader of the Shi’a, from 
the rear-view mirror.13 
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Reconstruction Under Fire
The volatile conditions undermined the ability of the United States to carry out 
reconstruction activities at construction sites and to visit government offices in 
central and south-central Iraq. Baghdad was especially dangerous. The segrega-
tion of Sunni and Shi’a neighborhoods became so pervasive that color-coded 
maps charted sectarian contours and relative levels of violence with block-by-
block accuracy.14 The U.S. military office overseeing security for reconstruction 
produced its own version of these maps, replete with “no-go” zones that were 
off-limits to reconstruction convoys. Taken collectively, these maps constitute 
a cartographic history of the reach of U.S. power in Iraq, showing the extent to 
which sectarian violence prevented Coalition contractors from working on re-
construction.15 “I had gotten security-related delays on projects down to under 
five percent by the February [2006] timeframe,” said Major General McCoy, in 
command of USACE-GRD. “We were actually into a fairly permissive environ-
ment for us to do construction, and then it started to back away.”16

To coordinate security for construction activities, the GRD relied on its 
regional offices, which were co-located with military units. “We very conscien-
tiously tried to make that coordination a part of the daily battle rhythm for the 
maneuver unit,” McCoy said. “We needed them to either directly or indirectly 
put eyes on those projects to make sure things were continuing.” During the year 
following Samarra, McCoy found himself railing at contractors who often failed 
to account for the delays. “If there are security issues, we’ll accommodate those,” 
he found himself saying, “but you’re a professional contractor, and you ought to 
be managing the labor, the materials, [and] the construction quality that ensures 
we get the construction done on time as much as we can.”17 

Government oversight of three of McCoy’s priorities—public health clin-
ics, prisons, and border forts—was affected by the ongoing violence. Violence, 
however, was not the only impediment to effective monitoring. The complicated 
relationships between the various U.S. reconstruction offices were also at fault.18 

In McCoy’s assessment, the presumption that reconstruction contracts 
could be managed centrally from Baghdad was part of the problem. “You can’t 
do construction remotely,” McCoy said. “You have to put your eyes on it to see 
it. That’s why we never knew if a project was on time or not. And it was a perfect 
environment for design-build contractors, because they get paid whether it’s on 
time or not.” 

The convoluted management structure also prevented reconstruction manag-
ers from holding contractors accountable. “I was up outside Erbil, looking at a 
health clinic,” he said. “There were seven or eight safety violations. I looked over 
at the District Commander and I said, ‘Why aren’t we having a cease work here?’ 
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He said, ‘We don’t have the authority to do that. That’s PCO’s call.’ I was finding 
contractors who were like kids playing Mom and Dad,” McCoy said. “They’d go 
to PCO and ask a question, and if they didn’t get the answer they liked, they’d go 
to GRD and ask a question, and they’d keep playing this Mom-and-Dad thing 
back and forth until they got the answer they were looking for.”19

The new wave of violence caused a tide of Iraqi officials to leave the country. 
Although no sources fully document the emigration of the Iraqi professional class, 
one estimate suggests that more than 12,000 doctors fled the country since the 
war began.20 The attenuation of state capacity undermined the effort to rebuild. 
One PRT political officer explained that his province had no “bench,” no backup 
team of capable, educated citizens able to step in and run the government.21 In 
Baghdad, senior advisors searched in vain for young energetic “champions” to 
help them carry out crucial tasks. They found instead “a bunch of people who 
were too old and too locked into the system to leave,” as one senior advisor said. 
“Everyone else is in Jordan.”22

The naming of the Dawa Party’s Nouri al-Maliki as the compromise choice 
for Prime Minister on May 28, 2006, did not ease the violence. Daily attacks 
against U.S. and Iraqi soldiers increased by 44 percent from June 2005 to June 
2006, with IEDs at four times the recorded levels of January 2004.23 Civilian 
deaths proved harder to measure; the estimates range from tens of thousands 
to hundreds of thousands.24 

Maliki’s appointment soon sparked more discontent. “By the middle of July,” 
MNC-I Commander Lieutenant General Peter Chiarelli said, “it was clear that 
his government…wasn’t a government of national reconciliation. The Sunnis 
felt they’d been sold a bill of goods.” Chiarelli believed that “Samarra was an ac-
celerator, but nothing near Maliki coming into power.”25 Sunni ministers would 
later pull out of Maliki’s government in protest of unmet political demands and 
not rejoin the government for more than a year.26

Amid the violence, infrastructure attacks skyrocketed. “The insurgents figured 
out that the best way to fight back against the government of Maliki,” Ambassador 
Khalilzad explained, “was to try and strangle Baghdad on the infrastructure side.” 
Rapid-response teams created within the Ministry of Electricity struggled to undo 
damage and stay ahead of the sabotage. Water treatment plant workers and gar-
bage collectors also become targets. Infrastructure security, Khalilzad said, was 
an “uphill battle.”27 

In early summer 2006, U.S. military and Iraqi security forces mobilized to 
quell the violence. Operation Together Forward deployed 49,000 Iraqi soldiers 
and police and 7,200 Coalition troops to patrol Baghdad’s most insecure neigh-
borhoods, enforce nighttime curfews, and continue a Friday vehicle ban.28 To 
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coordinate the application of reconstruction resources for the security plan, a 
Joint Planning Commission, which included representatives from U.S. agen-
cies and the government of Iraq, met weekly. MNC-I also established a Joint 
Reconstruction Operations Center under the auspices of the GRD.29 

When violence levels did not drop significantly, the Americans and Iraqis 
initiated a second phase of the operation in August 2006. More troops were re-
deployed from Anbar province to the capital, in effect giving up ground to one 
enemy to fight another. In September, military officials announced their intention 
to construct a series of trenches and berms around Baghdad’s 60-mile circumfer-
ence and control entry to the city through 28 checkpoints.30

Drawing Down IRRF 2 
The violence triggered by Samarra reached its highest pitch just as the primary 
program of infrastructure reconstruction drew to a close. Ambassador Khalilzad’s 
concern that IRRF 2 would not achieve its goal of pacifying Iraq proved well 
founded. As the last IRRF 2 dollars were being obligated, Iraqi popular support 
for attacks against American troops became a majority position: six in ten Iraqis 
viewed attacks on Coalition forces favorably.31 

The reconstruction program funded by IRRF made its final project allocations 
in as much haste as it had been formulated by CPA officials. The Congress had 
appropriated IRRF 2 in 2003 as “three-year money.” All funds not obligated to a 
specific project or re-obligated to specific sectors by September 30, 2006, could 
be used only to pay adjustments toward existing contracts. In a move reminiscent 
of the rush to spend DFI funds in 2004, the PCO launched a drive to meet the 
deadline, raising concerns in the Congress that the “race to obligate” would lead to 
waste and extravagance.32 “Obligator” posters, in which PCO sector heads super-
imposed their photographs on a picture of Arnold Schwarzenegger’s Terminator 
movie character, adorned the office’s halls, and a massive banner hung in PCO’s 
main workroom: “Obligating ‘R’ Us: Getting ‘Er Done (by 30 Sep 2006).”33

The irony was not lost on those working on reconstruction. “The goal of PCO 
isn’t to complete projects—it’s to obligate the money,” Lieutenant Colonel 
Busher said. “Do you see on the walls, ‘Quality Projects for the Iraqi People by 
September 30’? No—you see the ‘obligator’ posters.”34 The review of IRRF proj-
ects and programming holds imposed by Ambassador Khalilzad had shortened 
the timeframe in which PCO had to work.35 Despite the rush, PCO generally 
succeeded in awarding contracts in the largest program of reconstruction since 
the Marshall Plan, although a later SIGIR audit faulted it for improperly shifting 
some funds into holding accounts.36 On the day PCO fully obligated the last of 
the IRRF funds, 88 percent of the IRRF projects had been completed; most of 
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the rest would be finished by the end of 2007.37 The problem was what had been 
left undone in Iraq. 

When night fell on September 30, 2006, much of Baghdad was still dark. 
Attacks on power lines and substation failures left the capital with only three 
hours of government-provided electricity per day, although some parts of the 
city were lit at night by private generators.38 The rest of the country was faring 
better: most provinces received fourteen hours. Although average peak genera-
tion surpassed prewar levels for the first time, demand still outstripped supply 
by a factor of two.39 

Iraq’s other sectors showed uneven progress. Oil production, the govern-
ment’s predominant source of revenue, averaged 2.2 million barrels per day.40 
A worrisome internal assessment written by the Ministry of Oil advisor warned 
that “inadequate expenditures for maintenance and lack of replacement of criti-
cal parts” threatened to undo recent production gains.41 The water sector lagged 
most of all. U.S.-funded projects were on track to bring access to potable water 
to 8.2 million Iraqis.42 Although this met the goal set by IRMO after water funds 
had mostly been reprogrammed to security, only one in three Iraqis had regular 
access to fresh water.43 

The lack of essential services depressed the economy. Half the adult popula-
tion was unemployed or underemployed, and the country’s manufacturing and 
agricultural sectors were mostly in a state of collapse.44 This was not the Iraq 
that Ambassador Bremer envisioned as the legacy of IRRF 2. Speaking to the 
dramatically scaled-back ambitions, GRD’s Major General Bill McCoy said that 
the United States “never intended to completely rebuild Iraq.”45

The Rise of CERP
As IRRF funds began to wind down, reconstruction entered a new phase. The 
PCO stood down after two years as the primary reconstruction executing agency. 
Most of its personnel moved seamlessly to the GRD, which thereafter became 
the leading project contracting office for ongoing construction in Iraq. The draw-
down of IRRF also marked a shift in the U.S. approach to reconstruction. 

As a result of changes made by Ambassador Khalilzad in his initial months as 
Chief of Mission, reconstruction became more defined in purpose even as it grew 
more diffuse in execution. With the massive upgrade of Iraq’s physical infrastruc-
ture drawing to a close, the design-build contractors that executed IRRF 2 began 
packing up. Bechtel, the first large contractor on the ground in 2003, removed all 
but two of its 200 employees by November 2006.46 It had been a harrowing three 
years for the construction firm. Fifty-two people working on Bechtel projects 
had been killed, and another 49 had been seriously wounded.47 In place of the 
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design-build contractors, Iraqi firms that had served as subcontractors assumed 
increasingly prominent roles. GRD often contracted with them directly to finish 
projects not completed under design-build contracts.48 

The focus shifted from building new facilities to maintaining the new infra-
structure’s more complex systems, which overextended Iraqi engineers, who 
lacked technical skills and reliable supply chains. Targeted sustainment and 
capacity-development programs launched by USAID and PCO/GRD brought 
technical assistance into all levels of the Iraqi government. At the same time, the 
PRDCs and PRTs developed by Ambassador Khalilzad moved reconstruction 
money and expertise farther into the provinces to sustain and expand the delivery 
of essential services.

In this new post-IRRF phase, the military oversaw a significant evolution 
of the Commander’s Emergency Response Program.49 Lieutenant General 
Peter Chiarelli had pioneered stability operations in Sadr City while leading the 
1st Cavalry in 2004, and he returned to Iraq in January 2006 as MNC-I com-
mander. The many rounds of de-scoping had left Iraq littered with half-finished 
projects—a power plant that ran at partial capacity here, a waste treatment facility 
left unconnected to the sewer system there. 

Chiarelli saw an opportunity, realizing that a creative application of CERP 
funds—a $510 million program that supported 3,800 projects in fiscal year 
2006—could wring more from what was already constructed.50 Power lines, 
which are comparatively inexpensive to construct, could connect under-utilized 
power plants to Iraqi homes. The same could be done for sewer and water treat-
ment plants. The “invisible capacity” that existed in a variety of sectors could make 
an enormous difference in the lives of the Iraqi people, if only production and dis-
tribution networks finally meshed.51 What had begun as “walking around money” 
for soldiers became a powerful tool for linking IRRF-constructed infrastructure 
with the people it was designed to serve. “Our commanders will tell you that 
CERP is probably the most important ‘bullet’ they have,” said Deputy Secretary 
of Defense Gordon England. “I mean, you can help somebody instantly.” 52

Rather than fixing on the number of projects started or completed, as embassy 
reconstruction accounting practices did, officials began to define success as the de-
livery of services to the Iraqi people. Putting their day-to-day needs first was part of 
a larger recognition of the need to reorient U.S. strategy around counterinsurgency 
goals—the “winning of hearts and minds” through quality-of-life improvements. 
“I made it a purpose of every one of my troops out to brigade commanders to not 
only be briefed on what they were doing kinetically [on the battlefield], but what 
they were doing non-kinetically,” Chiarelli said. “As part of my battlefield tour I 
always make them take me to a project that was going on.”53 
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A transformation in military thinking was underway. “The CERP pro-
gram grew as the military really got into the role of post-kinetic stabilization,” 
Ambassador David Satterfield said. “You had a succession of people like Pete 
Chiarelli who really believed in the value of civil-military work—buying people 
out of violence, out of conflict.”54 The increasing use of CERP for infrastructure 
construction and other large-scale projects brought new challenges. Although 
small humanitarian relief applications for which the program was originally con-
ceived constitute almost half of CERP projects in numerical terms, only four 
percent of total expenditures went to support them. From fiscal year 2004 through 
2006, more than a third of the budget went to CERP projects that cost more than 
$500,000, although these comprised only three percent of all projects.55 

Efficiently managing these projects and ensuring their sustainment by the 
government of Iraq was difficult. The military officers who initiated them often 
lacked a background in project management. Occasionally, project documen-
tation lagged or was missing altogether. Although the Joint Reconstruction 
Operations Center tracked CERP projects in Baghdad, no similar centrally ad-
ministered repository tracked them in the rest of the country.56 Nevertheless, 
CERP functioned in 2006 for brigades, PRTs, and PRDCs as an essential bridge 
linking the capital expenditures made by IRRF 2 to real gains in essential services 
and quality of life for Iraqis. 

Hitches and Roadblocks
As Chiarelli refocused CERP, he found himself managing an unexpected de-
crease in the civilian programs the military needed most. USAID’s OTI, whose 
pioneering collaboration with the 1st Cavalry Division in 2004 served as a model 
for Clear-Hold-Build, was being moved out of the country. The office’s mandate 
normally permits it to remain active for three years in any one country; at the 
military’s request, this had been extended twice.57 To replace the office, the USAID 
country director began developing other long-term programs, first called “Focused 
Stabilization,” but subsequently renamed “Community Stabilization.”58 

The transition to focused stabilization would strengthen the ability of USAID 
and other civilian organizations to contribute to counterinsurgency operations 
in the “strategic cities” designated by MNF-I and the NSC.59 The operational 
concept for this unique mix of civilian and military assets was published in MNF-
I’s Joint Campaign Plan. To coordinate its implementation, MNC-I established 
the Interagency Stabilization Task Force.60 This steering body brought Iraqi of-
ficials from the ministerial and provincial governments together with embassy 
and military personnel at all levels—from IRMO and USAID down to PRTs 
and NGOs.61 Beginning with the task force’s first meeting on May 28, 2006, the 
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military’s counterinsurgency campaign would be much better coordinated with 
civilian and Iraqi efforts. 

There was, however, a “small” hitch. “[Focused stabilization] didn’t get 
funded,” Chiarelli said.62 USAID was able to obligate only $30 million of IRRF 
funding to International Relief and Development, the contractor that was to 
replace OTI.63 Budgeting and acquisition delays also slowed the program’s 
deployment.64 A strategy that called for mounting significant civilian-led recon-
struction operations in at least nine cities appeared in the summer of 2006 to 
have funding for merely three or four. 

The shaky transition to a new vehicle for rapid assistance caused intermit-
tent slowdowns in high-performing programs funded by USAID. At the same 
time, the challenges of staffing and funding PRTs delayed their full deployment. 
The White House had issued its National Strategy for Victory in Iraq, but the 
Department of State and USAID seemed unable to follow through with the 
Clear-Hold-Build strategy it prescribed.65 A lack of capacity was only part of the 
problem. Disagreements continued among the President’s advisors on whether 
the U.S. military should assume a different counterinsurgency posture.66

The partial implementation of Clear-Hold-Build exacerbated a structural 
weakness in the reconstruction program. Although the U.S. capacity to undertake 
rapid, localized interventions through projects funded by CERP and OTI could 
deliver immediate results, the benefits of longer-term development and capacity-
building efforts pioneered by IRRF often took years to be seen.

The need for “middle-range” interventions was acutely felt in violent prov-
inces like Anbar, where counterinsurgency operations were underway. Lieutenant 
Colonel Christian Shomber, a Reservist on his second tour in the violent Sunni-
dominated province, served as an economics liaison officer for the Marine 
command. Since his first tour, the situation had grown dire. Shomber saw no 
purpose in continuing approaches to reconstruction that had already failed in 
the province. “If it wasn’t working,” he said, “doing more won’t help.” In place of 
existing programs, he proposed the kind of interventions that fell outside IRRF 
2’s focus on infrastructure construction, but beyond CERP’s purview. “We need 
local community action plans—livestock vaccines, seed distributions, housing 
funds,” Shomber said, projects that could jump-start Anbar’s idle factories and 
farms.67 USAID programs could provide some of these, but it was for the most 
part too dangerous for them to operate in the province.

Other roadblocks existed. Advisors in the embassy, including several who had 
been architects of the CPA’s free-market policies, refused to support Shomber’s 
requests. Shomber, who in civilian life worked as an investment banker on Wall 
Street, was struck by the embassy’s continued reliance on market mechanisms 
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to drive recovery in a province where violence made a “normal” market impos-
sible. It was not the first time that embassy advisors were reluctant to support 
short-term projects that they did not think were likely to be catalysts of long-
term growth. OTI’s withdrawal from Iraq further hamstrung Shomber’s efforts 
to deliver economic and political gains that met Iraqi needs and supported the 
counterinsurgency campaign. “Anybody who says [the troops] are getting what 
we need is not listening,” he said.68 

Neglecting Agriculture
Shomber was right to notice that U.S.-funded reconstruction programs had 
overlooked the agriculture sector. Although agriculture was Iraq’s second-largest 
economic activity, with the potential to employ an estimated 25 to 30 percent of 
the population, the IRRF 2 supplemental did not fund any agriculture programs 
in 2003.69 The CPA ultimately stepped back from its initial policy and tasked 
USAID to work with the Ministry of Agriculture to develop a plan. Three years 
later, activity levels were still low. In 2006, the primary instrument was still the 
“Agricultural Reconstruction and Development Program for Iraq,” which USAID 
had launched with $5 million in October 2003.70 During the November 2004 
IRRF 2 reprogramming, Ambassador Negroponte increased its funding to $72 
million, but even this amounted to an investment of only $3 per Iraqi.71

In the wake of decades of inefficient central planning and the systemic under-
investment of the Saddam years, advisors faced difficult decisions to make the 
U.S. agriculture investment stretch as far as possible. The last major infusion of 
agricultural technology had come in the late 1980s, when the United States sold 
Iraq $800 million worth of goods, part of which was an aid package to support 
Iraq’s war against Iran.72 Since then, agricultural production had mostly collapsed 
as a result of dilapidated irrigation systems and limited water supply, as well as the 
high salinity that affected 75 percent of Iraq’s arable land. By 2004, production 
had dipped below pre-war levels.73

Development Alternatives Incorporated, the contractor implementing the 
USAID agriculture program, produced an assessment in April 2004 calling for 
short-term job creation measures to be paired with longer-term reform.74 The 
master plan, developed in coordination with the Ministry of Agriculture, called 
for a two-phase recovery targeted on physical, human, and institutional resources. 
Raising the availability of agricultural inputs was among the most crucial short-
term measures. In the winter of 2003, farmers in Iraq’s non-Kurdish provinces 
had access to only eight percent of the nitrogen fertilizer they needed.75 Pesticides, 
seeds, diesel for machinery, and spare parts were necessary to help spur produc-
tion and re-establish the domestic market for wheat and other high-value crops. 
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A subsidy fund of $200 million of Iraqi funds in the custody of the Ministry of 
Finance helped purchase some of these agriculture inputs. Livestock improve-
ment was also planned, with poultry and sheep a priority.

In addition to these short-term measures, fundamental reforms were also 
started, including land and water reclamation and privatizing state-owned farms. 
The USAID plan envisioned that the Ministry of Agriculture would be trans-
formed from its historical role as a manager of production to a regulatory body 
that would facilitate a free-market agricultural economy. The U.S. Department of 
Agriculture was also enrolled to help modernize Iraq’s agricultural science base 
and the country’s capacity to engage in regional trade. In 2006, a consortium of 
U.S. universities helped revamp the Iraqi university curricula used to train farmers 
and veterinarians. The Agriculture Department also supplied a handful of advisors 
who worked at the embassy, Ministry of Agriculture, and on PRTs. However, only 
two agriculture advisors were on PRTs at the end of 2006.76 

By the end of 2006, when the program shut down, the outputs of USAID’s 
agricultural program appeared impressive: it had helped repair more than 3,000 
tractors, delivered 4,000 tons of wheat seed to a storage facility in Mosul, restored 
70 veterinarian clinics, and distributed 169 seed-cleaning machines.77 In addition, 
longer-term planning had begun: the Ministry of Water joined with the Ministry 
of Agriculture to develop an integrated approach to land and water reclamation.78 
Other IRRF 2 funds for water and irrigation projects contributed to the agriculture 
sector, as did smaller expenditures from CERP and other USAID programs. 

On the whole, though, this was not enough to transform Iraq’s beleaguered 
agricultural sector into a modern, market-based system able to produce enough 
for domestic consumption and compete in the regional market. Even if the 
United States had invested more heavily, the failure to deliver reliable essential 
services would have undercut commercial farms. Commercial poultry opera-
tions, for instance, require stable electric power to see chicks through their 
fourth week of life. Power and affordable diesel fuel are also essential to oper-
ate the pumps that irrigate field crops.79 Agriculture, like Iraq’s other economic 
enterprises, was in need of both modernization and the basic services typically 
supplied by the state.

For these reasons, in May 2007, USAID provided $343 million for a three-
year modernization program called Inma—Arabic for growth—targeted on the 
development of agribusiness and agricultural markets.80 The program aimed to 
forge stronger linkages among farmers, agribusinesses, and markets—both do-
mestic and international. Inma’s implementers would work closely with PRTs 
and continue the technology transfer and modernization programs begun under 
the earlier agricultural effort. It was an aggressive approach in keeping with the 
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sector’s potential, but one that came years too late for Shomber and his fellow 
soldiers in Anbar. 

Standing Up the Iraqi Security Forces
As in many reconstruction sectors, investment in agriculture had been diverted 
to an even more pressing need—Iraq’s security forces. It was part of the U.S. 
approach, announced by Prime Minister Ja’afari and MNF-I in June 2005, to 
transition security responsibilities to the Iraqis through a process known as pro-
vincial Iraqi control (PIC).81 President Bush succinctly stated the strategy in a 
June 2005 address. “As Iraqis stand up,” he said, “we will stand down.”82 

With the new focus on transitioning security responsibilities, the ISFF sur-
passed IRRF 2 as the primary reconstruction fund. Appropriations through 2008 
brought the total value of ISFF to $17.94 billion.83 Coupled with $4.97 billion 
in IRRF 2 allocations, spending on the Iraqi security sector was larger than U.S. 
spending on all other sectors combined.84

Iraq Security Forces Fund Appropriations  ($ Millions)

Appropriation Public Law Amount

Emergency Supplemental Appropriations Act for Defense, the 
Global War on Terror, and Tsunami Relief, 2005 P.L. 109-13 $5,391 

Emergency Supplemental Appropriations Act for Defense, the 
Global War on Terror, and Hurricane Recovery, 2006 P.L. 109-234 $3,007 

Department of Defense Appropriations Act, 2007 P.L. 109-289 $1,700 

U.S. Troop Readiness, Veterans’ Care, Katrina Recovery, and Iraq 
Accountability Appropriations Act, 2007 P.L. 110-28 $3,842 

Consolidated Appropriations Act, 2008 P.L. 110-161 $1,500 

Supplemental Appropriations Act, 2008 P.L. 110-252 $2,500 

Total $17,940 

Source: SIGIR, Quarterly Report to the United States Congress, October 2008, 26.

MNSTC-I used ISFF to organize, train, equip, and sustain the Iraqi security 
forces. In addition, more than 4,000 U.S. personnel served in MNC-I transition 
teams, which lived, worked, and fought alongside Iraqi battalions. This consti-
tuted an enormous investment of resources that had produced an impressive 
new force, at least on paper. Tens of thousands of police and soldiers had been 
trained, and more than 1,200 facilities were built.85 

Despite the outlay of U.S. human and financial resources, Iraqi forces were 
mostly unable to contain the rising violence in 2006. They were extremely vul-
nerable to sectarian and insurgent attack and also stretched thin, with fewer 
members in per capita terms than security forces in other countries facing similar 
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challenges.86 In the year and a half following the Samarra bombing, three times as 
many Iraqi army and police were killed than Coalition forces in Iraq.87 

The sectarian conflict gripping Iraq also played out inside its government. 
Soldiers, police, and judges could not easily shed their sectarian identities when 
on the job. For many, loyalties to sect or tribe competed with their willingness 
to serve the Iraqi state. The police and military also depended on the support of 
a set of institutions that were not yet competent to manage the various forces as 
they confronted the insurgency.

When June 2006 arrived, not one province had attained what Iraqi and U.S. 
officials considered the requisite degree of stability for the transition to provincial 
control to proceed.88 Target dates for the PIC process shifted five more times 
over the next year and a half. By the end of 2007, handoff had occurred in only 
nine of eighteen provinces, and three of those handed off had long been under 
de facto Kurdish control.89

Ministry of Defense
The Ministry of Defense was one of the relatively better functioning parts of the 
Iraqi government, although it too suffered from rampant corruption.90 The army 
as a whole, however, underperformed in a number of key areas just when its ser-
vices were needed most. Few units were operationally ready and able to conduct 
missions in tandem with U.S. forces or on their own. A byzantine and reportedly 
corrupt contracting and procurement system meant that soldiers lacked the guns, 
body armor, radios, and vehicles to take on the militias and insurgents they were 
fighting—who often had heavy weapons of their own. 

In October 2005, formal responsibility for building capacity in the Ministries 
of Interior and Defense shifted from IRMO to MNSTC-I, ratifying the shift 
that began with the creation of the CPATT and the CMATT in 2004. To help 
develop Iraq’s capacity to equip its own troops, MNSTC-I fielded a team of 68 
advisors, mostly civilian contractors, to assist the ministry’s civilian leadership. 
A separate Joint Headquarters Transition Team of about 50 personnel, also 
mostly contractors, worked with the Iraqi military staff to improve command 
and control and to train and equip the nascent forces.91 The purpose of both 
teams was to mentor their Iraqi colleagues while at the same time strengthening 
capacity inside the ministry.

Their work yielded mixed results. They first tried to bypass the Iraqi pro-
curement system altogether, but attempts to use the U.S. Foreign Military Sales 
system turned into what one senior U.S. commander lamented as “a national 
embarrassment” for the United States. Of $1.7 billion in acquisitions made by the 
government of Iraq in 2006, only $300 million had arrived by mid-2007.92 “We 
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overwhelmed the system,” said Lieutenant General Martin Dempsey, MNSTC-I 
commander. “There was a period of time when we had one desk officer in the 
Department of Defense watching the Iraqi account. Of course, that was just not 
going to work.”93 Although deliveries eventually improved, unexpected delays in 
the U.S. system hamstrung Iraqi forces at a critical moment. 

By October 2006, the CPA or MNSTC-I had trained more than 115,000 
Ministry of Defense personnel.94 Ninety-two Iraqi Army and Special Operations 
battalions were deemed capable of operating independently or “in the lead,” a 
nearly four-fold increase since July 2005.95 These units increasingly took “primary 
area security responsibility” in many parts of the country, and in September 2006, 
Thi-Qar Province became the second province to transfer to PIC.96 The most 
significant continuing shortcomings were the ISF’s logistics and sustainment 
capabilities.97 

Coalition advisors also pursued longer-term solutions, including the in-
stallation of a new financial management and accounting system. As with the 
unsuccessful effort to install a government-wide financial management system 
in the Ministry of Finance, the design of the Defense Ministry system was ill-
suited to Iraqi norms and experience.98 Logistics capability nevertheless slowly 
improved, and by 2007 Iraqi expenditures on its security services would exceed 
those of the U.S. government.99 

Ministry of Interior 
Iraq’s police, even more than the army, were deeply divided by sectarian rivalry 
and hobbled by administrative malaise. The fragmentation of police training 
identified in reviews of the program in 2005—which faulted a lack of cohesion 
among the civilian trainers, MNSTC-I advisors, and MNC-I officials—had been 
partially addressed.100 A three-phase training program had been introduced by 
MNSTC-I—which named 2006 the “Year of the Police” —and more U.S. forces 
were now mentoring Iraqi police after their graduation. A planned total of 750 
State Department contractors and 2,250 U.S. military personnel would be de-
ployed in police training teams.101 

By August 2006, 160 Coalition police transition teams circulated among Iraqi 
police in the field, while an additional 38 teams worked with the Iraqi National 
Police.102 Modules on detecting suicide bombers were added to the training 
courses for new recruits, and local intelligence collection—a key element of 
the counterinsurgency campaign—gradually improved. However, in 2006, the 
Coalition had enough personnel to monitor only a quarter of the 1,200 police 
stations across Iraq. Two hundred stations were considered too dangerous for 
U.S. personnel even to visit.103 
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Like the army, the Iraqi police were supported by a ministry that was not 
yet entirely functional. The Ministry of the Interior, described by some as an 
“eleven-story powder keg of factions,” was viewed by many as a protector of Shi’a 
interests.104 It was also a key site of intra-Shi’a rivalry. Political parties, religious 
groups, tribes, families, and members of the government each struggled to bolster 
their authority over forces in the provinces. The Ministry became notorious for 
discriminating by sect in its hiring practices. At times, who got paid came down 
to ethnicity.105

After the Samarra bombing, Ministry of Interior leadership hastened the 
integration of a Shi’a militia into the force. Bayan Jabr, who served as Minister 
of Interior from April 2005 to May 2006 and thereafter as Minister of Finance, 
appointed members of the Badr Organization, the armed wing of the political 
party SCIRI, to key ministerial posts. Much of the controversy centered on the 
Iraqi National Police, an elite counterterrorism force that was 85 percent Shi’a. In 
2005, units had been implicated in a prison torture scandal. Sunni communities 
violently rejected the National Police, seeing it as an extension of Shi’a militia 
killing squads.106 

Jawad al-Bolani, who followed Jabr as Minister of Interior, ultimately removed 
commanders from 7 of 9 National Police brigades and 17 of 26 National Police 
battalions, but even this failed to curb sectarian infiltration. A later review found 
the National Police so riddled with sectarian influences that it recommended dis-
banding it altogether—a suggestion disregarded by Lieutenant General Petraeus, 
who viewed the force as redeemable. Al-Bolani himself was only partially success-
ful in taking the reins. The Interior Ministry’s proximity to Sadr City made travel 
there exceptionally dangerous. On most days, he ran the ministry from an office 
just outside the Green Zone. So many officials were assassinated on their way to 
work that many started sleeping in their offices.107 

To help establish capacity within the Ministry of Interior, MNSTC-I assem-
bled a 90-person transition team. The danger forced Coalition officials to move 
around inside the ministry with body armor and heavily armed escorts. Although 
the provision of equipment reached rates of 70 to 80 percent of assessed needs 
in some places, the police—like the military—were still frequently outgunned. 
Ill-trained police patrolling in soft-sided trucks with AK-47s and pistols were little 
match for militias attacking with heavy weapons, rocket-propelled grenades, and 
mortars. As was the case in the Ministry of Defense, the Ministry of Interior’s 
budget execution was a perennial problem. Two years after MNSTC-I assumed 
responsibility for capacity development, one third of the ministry’s $3 billion 
budget remained unspent.108 
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Sectarian rivalry and an open power struggle between provincial and central 
authorities were often the root cause of poor performance. Once the power to 
hire police devolved to the provinces, tribal sheikhs—who asserted an increas-
ing influence over local government—placed tribal members on the job rolls. 
Although it was expected and often helpful for the police to mirror the sectarian 
character of the neighborhoods they patrolled, payroll remained under control 
of the central ministry, opening the door to favoritism and abuse. A separate 
system for new recruits complicated matters further. Rather than being disbursed 
through the Ministry of Interior payroll system, pay was distributed by provincial 
police chiefs, whom the Ministry of Finance supplied directly with funds. “Ghost 
employees” were a constant concern.109

The attempts to vet police and rid the system of sectarianism and corruption, 
first begun by the qualifying committees in early 2005, grew ever more sophisti-
cated.110 New recruits were made to submit to a retinal scan and fingerprinting, 
which were crosschecked against criminal databases and allowed for more rig-
orous scrutiny of payroll and rosters. All through 2006 and 2007, purges of the 
police force occurred when the will of local political authorities overcame the 
coercive power of factions controlling the force.111

The militarization of the police was also a growing concern. One review 
found that MNSTC-I’s assumption of leadership over police training inadver-
tently marginalized the civilian police advisors best positioned to teach Iraqis 
policing skills. The Bureau of International Narcotics and Law Enforcement 
Affairs trainers were older—and therefore more respected in Iraqi culture—
than the younger MNC-I soldiers who manned police training teams. They were 
also professional law enforcement officers with experience in civilian policing. 
Fielding sufficient numbers of them was the problem. Although the police com-
mand with MNSTC-I requested 6,000, the Congress authorized only 1,000. A 
year and a half after Samarra, 900 were in Iraq, along with some 3,500 military 
personnel. By 2007, they oversaw a police force of more than 230,000—a ratio 
of 1 to 50.112 

Expanding Rule of Law Programs
The range of activities falling under the rubric “rule of law” included everything 
from digitizing the Iraqi legal code to training judges, securing court houses, 
and building prisons. Even getting fuel oil to the generators so the courts could 
operate with air-conditioning and light was part of the job. By the end of 2005, 
the United States had expended more than $400 million for law- and security-
related programs other than police training, $300 million of which went toward 
brick-and-mortar projects and $100 million to capacity building.113 
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The sheer number of agencies and funding streams involved in rule-of-
law activities gave rise to all sorts of bureaucratic complications. Funding for 
resident legal advisors from the Department of Justice came through the State 
Department’s Bureau of International Narcotics and Law Enforcement Affairs. 
Military officials overseeing detainees relied upon prison funds under the con-
trol of the embassy, and State Department officials on PRTs used the military’s 
CERP funds to support courts. Coordination was a constant challenge on both 
the Iraqi and American side.

Ambassador Khalilzad instituted a Rule of Law Task Force in 2005, but an 
overall coordinator was not named until 2006. Only in 2007 did Ambassador 
Crocker delegate real authority to the position. “We were sometimes our own 
worst enemies because we did not talk to each other and did not coordinate 
with each other,” said James Santelle, the embassy’s third rule-of-law coordi-
nator.114 The Iraqis were equally disorganized. To promote the integration of 
police, courts, and prisons, INL facilitated the Iraqi Integration Commission, 
comprising the ministers of interior and justice and the chief justice, which first 
met on July 26, 2005.115 A second committee, the Ministerial Committee on 
Rule of Law and Detention, with even wider participation from Iraqi ministries, 
began meeting in 2007. “It was the first time [Iraqi] agencies involved in the rule 
of law sat down at the same table in the Ministry of Justice and talked about these 
issues,” Santelle said.116

The whole effort had many moving parts, the largest of which was the Central 
Criminal Court of Iraq, originally established by the CPA to prosecute terror-
ism and corruption cases. The CCCI had twelve panels operating at secure sites 
throughout Iraq, but most of the work took place in Baghdad. During 2006, the 
CCCI processed 118 insurgency cases per month.117 Support for a number of 
high-level prosecutions came from the Major Crimes Task Force—a team of 
twelve American law enforcement agents and eleven Iraqi officers, as well as five 
translators—established after a series of bombings went uninvestigated in 2004 
and 2005.118 

Processing detainees, whether arrested by U.S. forces or Iraqi authorities, 
was a bottleneck. “It’s bad to have someone in jail for eighteen months without 
seeing a judge,” Santelle said. However, bringing together judges, case files, and 
detainees for hearings that would rule on release or continued incarceration was 
a monumental effort.119 The lack of a developed penal system of jails and pris-
ons was part of the problem. Initial designs by design-build contractor Parsons 
for the major prison complexes at Nassriya and Khan Bani Sa’ad included air-
conditioning—a luxury few Iraqis could afford—and were constructed to U.S. 
standards rather than Middle Eastern norms. “Iraqi penal theory calls for prisons 
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to be less comfortable than the inmate’s home,” a State Department review found. 
The air-conditioning units stood “a good chance of being unplugged once the 
Americans leave.”120 

The large U.S. investment in the CCCI had effectively created a two-tiered 
Iraqi justice system. “For the average Iraqi,” Santelle said, “day-to-day justice 
being doled out is not at the CCCI.” Rather, people were getting divorced, suing 
each other, and working out other legal problems in provincial courts.121 The 
United States was seen to have invested heavily in the CCCI, which served its 
own national interest by prosecuting terrorism cases, but to have done little for 
the courts that Iraqis use most. “We have co-opted the Iraqi justice system for 
our own use and left ordinary Iraqis with nothing,” said Stephen Andersson, a 
resident legal advisor in the Baghdad PRT.122 To the average Iraqi, the CCCI 
courts are an American creation. “We call them the Potemkin Courts,” one for-
mer judge said.123

In the courts where ordinary Iraqis sought justice, the insecure environment 
took its toll on the judiciary. The Islamic State of Iraq, an umbrella organization 
of insurgent groups, mounted continual attacks on Baghdad courthouses. The 
chief judge at the al-Rusafa Appellate District Court kept bullets fired at his office 
stacked in his ashtray.124 The danger extended beyond the courthouses them-
selves. Unlike the CCCI judges, who were granted secure housing in the Green 
Zone or on U.S.-protected rule- of-law compounds, the vast majority of Iraq’s 
judges lived in their own homes with no protection. “Judges are living in places 
like Doura and Kadhamiya,” Santelle said, “and they’ve got to go home at night 
and live amongst the other communities where they are not protected… That’s 
tough for anyone to do.”125 

The judges’ vulnerability may have compromised their ability to render im-
partial verdicts. One former Iraqi judge estimated that nine of every ten decisions 
in the common court system are shaped by extra-judicial considerations, in con-
trast to four to seven out of ten in the CCCI courts—both unacceptable ratios 
by Western standards.126 Corruption had always been a part of judicial practice 
under Saddam, but after the invasion its motivating factor changed from money 
to safety. “It’s for keeping their life, and keeping their job,” one former judge said. 
The result is that “the courts are functioning but the system is not.”127 

Iraq Policy in Crisis
The country had begun coming together again—however slightly—during 
Ambassador Khalilzad’s early tenure, but sectarian violence, accelerated by the 
Samarra bombing, blew it back apart. As summer 2006 turned to fall, U.S. Iraq 
policy fell into crisis. The stalled deployment of the PRTs and slow establishment 
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of the focused stabilization effort undercut the President’s Clear-Hold-Build 
strategy. Chiarelli’s push to use CERP funds for “last-mile” construction could 
not by itself make up for the under-performance of IRRF 2. Enormous capacity-
building and sustainability challenges loomed, but efforts to address them were 
still unformed.128 Those programs that seemed to work were spread too thinly 
across the war-torn country. Sectarian violence escalated: more than 1,000 Iraqis 
died at the hands of their countrymen every month.129 

The day after congressional elections in 2006, the White House announced 
the resignation of Secretary of Defense Donald Rumsfeld. The man who oversaw 
the planning and management of the war for more than three years, and who 
opposed some of the White House’s most recent policies, would be replaced 
by Robert Gates, who had directed the CIA in the early 1990s. Gates was then 
serving on the bipartisan review of Iraq policy led by former Secretary of State 
James Baker and former Congressman Lee Hamilton.130 

The Iraq Study Group, commissioned by the Congress and eventually wel-
comed by the White House, was given access to all intelligence and information 
on Iraq.131 In anticipation of its report and at the direction of the President, 
Deputy National Security Advisor J.D. Crouch began a review of Iraq options. 
The Joint Chiefs of Staff also undertook their own assessment, as did a number of 
think-tanks in Washington. Plans under consideration ranged from a complete 
pull-out to a major escalation.132 

Issued on December 6, 2006, the Iraq Study Group report argued that continu-
ing the current course would lead to failure. Its 79 recommendations addressed 
the full spectrum of policy issues: geopolitics, political dynamics at work in Iraq, 
and the performance of U.S. institutions assisting the Iraqi government. 

To resolve sectarian aggression, the study group set out specific milestones. 
One of the most important was holding local elections to break the monopoly 
on service delivery held by what one official called a “Shi’a dictatorship” that 
ruled most of Iraq’s provincial governments.133 The study group also called for 
reordering the responsibility for Iraq’s security forces and shifting the U.S. role 
to that of training and equipping the Iraqi army and police so that U.S. troops 
could begin to withdraw. The 4,000 American troops now serving in this role 
were seen as inadequate; the study group called for the number to be increased 
to a total of 10,000 to 20,000.134

To ready the Iraqi government for its transition to self-reliance, the study 
group recommended a further $5 billion in economic assistance per year focused 
on capacity development and job creation. The study group also criticized the 
poor coordination between USAID and the Departments of State and Defense. 
“There are no clear lines establishing who is in charge of reconstruction,” the report 
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stated. It prescribed a major overhaul of the U.S. effort, calling for the appointment 
of a reconstruction coordinator reporting directly to the President, authorizing 
the ambassador to provide or rescind funding on a project-by-project basis, and 
for the takeover of rule-of-law programs by the Department of Justice.135 

Some observers thought the Iraq Study Group members had not fully appreci-
ated the effectiveness of the Clear-Hold-Build strategy or what a possible increase 
in troop strength could achieve, and had instead bought into the prevailing think-
ing of General Casey and supporters of the “transition to Iraqis” approach.136 It 
would be up to the President to decide between the competing military strategies. 
By the end of the year, the White House would make its decision.
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Essential Services Overview – Transition 
from Khalilzad to Crocker 

Metric137
Pre-

invasion
Post-

invasion
CPA 

Transition
Negroponte 

Era
Khalilzad 

Era

Electricity Production 
Megawatts 4,075 711 3,621 4,262 3,475

Oil Production 
Million Barrels per Day 2.58 0.30 2.16 2.13 1.95

Iraqi Security Forces
Soldiers and Police 1,300,000 7,000-9,000 87,000 171,300 328,700

Telecommunications
Landline Subscribers 833,000 0 791,000 998,000 1,111,000

Mobile Subscribers 80,000 0 461,000 2,422,000 8,720,000

Human Toll
U.S Troop Fatalities - 139 862 1,745 3,248

Civilian Contractors - 1 46 217 916
U.S. Civilians - ~9 52 113 224

Iraqi Civilians - 7,413 16,848 29,155 72,858

Financial Cost ($ billions) 
U.S Funding - $3.45 $22.93 $29.21 $36.96

Iraqi Funding - $0.00 $16.00 $21.03 $37.27
International Funding - $0.00 $13.60 $13.87 $15.20

Total Funding - $3.45 $52.53 $64.11 $89.43

During Khalilzad’s tenure, project delays and increasing security costs limited im-
provements in essential service delivery. The output increases of the Negroponte 
era were short-lived, especially in the oil and electricity sectors. Insurgent attacks 
and a lack of fuel drove average levels of electricity generation down below prewar 
levels, and power outages again became common. Attacks on critical infrastruc-
ture increased in 2006, causing electricity production to fall to a daily average of 
3,475 megawatts by March 2007.138 

The oil sector continued to be plagued by corruption and smuggling. Between 10 
and 30 percent of refined fuels was diverted to the black market or smuggled out 
of Iraq.139 Although the oil sector’s capacity was estimated at 3 million barrels per 
day, only about 2 million barrels per day were produced during 2005-2006.140  
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The Civilian Surge

2006 was a bad year in Iraq. The country came close to 
unraveling politically, economically, and in security terms. 2007 
has brought improvement. Enormous challenges remain. Iraqis 
still struggle with fundamental questions about how to share 
power, accept their differences and overcome their past. The 
changes to our strategy last January—the surge—have helped 
change the dynamics in Iraq for the better.*

Ambassador Ryan Crocker 
U. S. Ambassador to Iraq (2007-present)

President Bush unveiled his new Iraq strategy on January 10, 2007, a day after 
fierce fighting broke out in Baghdad off Haifa Street, a thousand yards from the 
Green Zone.1 In a nationally televised speech, the President announced a “surge” 
of more than 20,000 troops whose primary mission would be to reduce violence 
nationwide.2 The new focus on civilian security was premised on the notion that 
stemming sectarian violence would enable Iraq’s leaders to reach reconciliation.3 
When complete, the surge would add two Marine battalions in Anbar province 
and five Army brigades in Baghdad province.4 

The surge in troops would be coupled with an intensive focus on neighbor-
hood reconstruction by joint civilian and military teams and by an expansion of 
USAID programs. The President announced that smaller “embedded” Provincial 
Reconstruction Teams (ePRTs) would place development experts directly in-
side brigade combat teams. More of the larger “traditional” PRTs would also be 
added.5 This “civilian surge” would double the number of reconstruction advi-
sors serving outside the Green Zone, bringing the total to 700 by the end of a 
9-month build-up.6 

USAID’s Community Stabilization Program (CSP), which operated through 
Iraqi intermediaries with little visible association with U.S. civilian or military 
forces, would expand to work with all PRTs.7 Iraqi neighborhoods would be 
flooded with modest infrastructure projects that hired unskilled labor for trash 
pickups, awarded grants to invigorate small businesses, and provided vocational 
training and youth programs.8 It would be an “all-hands-on-deck” approach to 
reversing the acceleration of violence that followed the Samarra bombing.9 

* Ambassador Ryan Crocker, U.S. Ambassador to Iraq, Testimony before the House Committee on 
Foreign Affairs and the Committee on Armed Services, September 10, 2007.
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A New Military Strategy
The surge plan pushed back the possibility of a phased withdrawal of U.S. forces 
for 12 to 18 months. Although it incorporated many of the Iraq Study Group’s 
performance benchmarks, the plan departed from the policies of General George 
Casey, the outgoing commander, and the Iraq Study Group’s call for gradual 
disengagement.10 Like many members of the group, Casey viewed an intrusive 
American presence as counterproductive to solving Iraq’s underlying political and 
security problems and therefore advocated a rapid hand-off to Iraqi forces.11

To carry out the surge, the President nominated—and the Senate unani-
mously confirmed—General David Petraeus as MNF-I’s new Commanding 
General in Iraq. After his command of MNSTC-I in 2005, which followed his 
2003-04 command of the 101st Airborne in Mosul, Petraeus had directed the 
first rewrite of the Army and Marine Corps’ counterinsurgency manual since the 
Vietnam War. The revised doctrine called for increased use of forces to protect the 
population, even if that put soldiers at greater risk of attack. It also suggested that 
a focus on quality-of-life improvements could help turn the population against 
insurgents.12 Stationing troops in neighborhoods in small combat outposts and 
stepping up patrols would reverse the trend, begun in 2005, of consolidating 
the U.S. presence on large forward operating bases.13 To teach counterinsur-
gency tactics, the U.S. Army erected a mock Iraqi village at Ft. Irwin, California, 
complete with 400 native Arabic speakers playing insurgents, shopkeepers, and 
security forces. The training course, built at a facility originally used for mock 
tank battles, aimed to replicate the dilemmas that soldiers would face on patrol 
in Iraq.14 The military also mandated that officers rotating into Iraq attend a one-
week course on counterinsurgency, known as “the COIN Academy.”15

Change-of-command ceremonies took place on February 10, 2007, a month 
after the President’s speech. Four days later, General Petraeus and the com-
mander of MNC-I, Lieutenant General Raymond Odierno, presented eight 
slides to President Bush showing how they intended to implement the surge.16 
Petraeus put the third iteration of the Baghdad Security Plan into effect quickly. 
By the end of February, 2,700 new U.S. troops had arrived in the capital. By June, 
that number reached 16,700—enough for 400 to 600 combat troops to secure 
each security district established under the plan.17 

The troop increases enabled a strategy that Major General Joe Fil, command-
ing Coalition forces in Baghdad, described as “clear, control, and retain.” U.S. 
forces and capable Iraqi Security Forces would continue to hold territory rather 
than turning it over to ill-prepared Iraqi forces. After mounting clearing opera-
tions to drive out insurgents, troops found houses and public buildings to use 
as combat outposts, creating a permanent presence in neighborhoods that had 
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been only occasionally patrolled.18 As soon as security was established, USACE 
moved in to restore water and electricity service.19 The military also strengthened 
existing population control measures to separate Shi’a and Sunni enclaves. Many 
of Baghdad’s districts were cordoned off by multiple series of twelve-foot-high 
concrete walls, the longest of which ran for three miles.20 

Negotiating with what the campaign plan termed “reconcilable elements” was 
also a key component of the surge.21 A realignment of Sunni tribes in Anbar was 
underway, and their loyalty was up for grabs. Ambassador Khalilzad had been 
quietly talking to them for months; Marine Corps officers had been doing so for 
years. Now it looked as if popular dissatisfaction with al-Qaeda’s brutal tactics, 
along with its infringement on traditional tribal prerogatives, might drive them 
to forge an alliance with the Coalition. 

In one of the war’s most extraordinary stories, small special operations teams 
had been escorting Lieutenant General Graeme Lamb, a British officer familiar 
with the peacemaking negotiations with the Irish Republican Army, to secret 
meetings with insurgent leaders. The response to Lamb’s initiative, which began 
before Petraeus arrived, was promising. Petraeus and his advisors moved to ex-
pand this engagement strategy by having brigade and battalion commanders reach 
out to insurgents in their area. “Come in, let’s talk about what it would take, and 
figure it out,” was the rubric.22 The Sunni tribes eventually formed U.S.-funded se-
curity forces, known in turn as Awakening Councils, Concerned Local Citizens, or 
Sons of Iraq, which would also contribute significantly to the success of the surge. 
Eventually, similar groups were established within some Shi’a communities.

A New Reconstruction Strategy
The surge also ushered in new diplomatic leadership. Ambassador Ryan 
Crocker, the State Department’s senior Arabist, replaced Zalmay Khalilzad 
as U.S. Ambassador to Iraq. At the time of his appointment, Crocker was 
Ambassador to Pakistan. He had previously served as ambassador to Syria, 
Kuwait, and Lebanon; his prior experience in Iraq included a posting there in the 
late 1970s and a short tour with CPA in 2003 as the director of governance.23 The 
Secretary of State also appointed Ambassador Timothy Carney as Coordinator 
for Economic Transition in Iraq, a new position designed to centralize author-
ity for reconstruction and economic affairs.24 A veteran diplomat, Carney had 
initially served with ORHA in 2003, but left Iraq, as did Crocker, soon after 
Ambassador Bremer took charge.25

The diplomatic and economic elements of the surge were slower to mate-
rialize. Petraeus arrived to find a collection of reconstruction programs that 
ran mostly independent of one another. In the words of his economic advisor, 
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Colonel Michael Meese, reconstruction consisted of “stovepiped programs out of 
specific appropriation and oversight lines with specific purposes that have a logic 
of their own.” The categorization of funding and authorities, while undertaken 
for “all the right legal reasons,” meant that the Commanding General and the 
Ambassador had little ability to allocate resources among competing programs 
without first returning to the Congress. “What you did as a commander is pull 
on all these strings,” Meese explained. “The answer was full speed ahead on all 
these things.”26

With funding streams essentially fixed until the Congress passed the 2008 
supplemental later in the spring of 2007, Petraeus and Crocker focused on how 
the reconstruction was administered in concert with combat operations and how 
the military itself conceived of its mission. They convened a group of advisors 
with broad expertise in counterinsurgency and political science, dubbed the Joint 
Strategic Assessment Team. After a period of study, they recommended in April 
that political accommodation become the goal of all lines of operation. Every tool 
in the Coalition arsenal—including the use of force, but also political negotiation 
and economic aid—would be used to foster accommodation between warring 
groups. Although falling well short of true reconciliation, this would at least bring 
about local ceasefires that could subsequently be expanded across Iraq.27

The campaign plan later developed on the basis of the JSAT report incor-
porated several new ideas that would guide the actions of commanders and 
reconstruction personnel. In the previous campaign plan, preparing Iraqis for 
the transition to self-rule was seen as a separate activity. Transition remained 
an important future goal for Petraeus, but he viewed it as inherent in every line 
of operation. The new standard, Meese explained, was “if it can’t be done by the 
Iraqis, we probably shouldn’t do it.” “What is better is a project that takes 60 days 
instead of 30 days—but is done by the Iraqi manager and is sustainable by the 
Iraqis [and] that their operations can support.”28 Nevertheless, Petraeus’s advi-
sors understood that economic incentives would have little traction in a sectarian 
conflict. “People who are killing for political reasons or to ethnically cleanse an 
area are rarely going to stop because of a new job opportunity,” stated one memo-
randum to the commanding general.29

Ambassador Carney largely concurred with Petraeus’s assessment. “On the 
overall policy, we were continuing to proceed without sufficient Iraqi participa-
tion,” he said. “I was appalled when I learned that Iraqis were simply not signing 
off to accept huge numbers of projects.” In Carney’s view, the problem began in 
2003. “We got an insurgency because we didn’t have Iraqis completely with us 
on the effort to move the country forward after we destroyed Saddam Hussein’s 
regime,” he said in 2008. According to his assessment, the endgame was by now 
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completely in Iraqi hands. “We essentially wound up in the position, as we are in 
today, of being able to act as a shield and to provide resources, but we are much 
less of an accepted mentor than we might have been if we had taken Iraqis into 
our counsel from the outset,” Carney said. “This is a position of great weakness 
because we are vulnerable to Iraqi bad decisions.”30

To redress the lack of Iraqi participation, the embassy moved to coordinate all 
U.S. economic and reconstruction actions with Deputy Prime Minister Barham 
Salih, Minister of Planning Ali Baban, and Minister of Finance Bayan Jabr. 
Together with National Security Advisor Mowaffak al-Rubaie, the trio said they 
would do their best to ensure that Iraq’s ministries made use of their capital bud-
gets and that provincial governments spent funds allotted to them.31 It would be 
an essential step toward fiscal self-reliance, one that now seemed within reach. 

Between existing ministry budgets, central government grants to provinces in 
2006, and provincial line-item funds in the 2007 Iraqi budget, Iraqis “had more 
than $5 billion to spend.” Spending this Iraqi money became an essential political 
benchmark in the eyes of U.S. lawmakers. “If the Iraqis remained unable or unwill-
ing to spend their own capital investment budget, there was certainly no reason for 
the Congress of the United State to appropriate money for Iraq,” Carney said.32

By late spring, Petraeus, Crocker, and their advisors were still waiting 
for the economic surge to take shape. Although Petraeus arrived in Baghdad 
early in February 2007, the rest of the civilian leadership appeared much later. 
Ambassador Crocker did not assume chief of mission duties until March 29.33 
The team that Crocker selected to take over key positions in the embassy came 
still later, in early summer. The staggered arrival hampered coordination between 
the military and civilian leadership, and slowed the implementation of surge poli-
cies on the civilian side.34

Delays in the deployment of rank-and-file civilian personnel slowed the 
transition still further. Carney was surprised to find it just as difficult to bring 
people into Iraq in 2007 as it had been in 2003. He resorted to hiring his deputy 
as a contractor when the State Department was unable to add him to the rolls 
quickly. “The recruitment process is in sclerosis,” Carney said. “We are not re-
sponsive to the President’s policy for Iraq if we cannot get people hired in fewer 
than six weeks.”35

A funding slowdown further complicated matters. Supplemental funds 
appropriated by the Congress for fiscal year 2006 did not reach Iraq for a longer-
than-usual period, forcing programs to scale back activity temporarily. From 
the date when the Congress authorized its spending, money contained in the 
supplemental took between 62 and 218 days to be disbursed in Iraq.36 When 
combined with the longer-than-anticipated time for contractors associated with 
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the economic surge to set up in country, the effects were significant. “Ensuring 
that the non-DoD organizations have the resources provided to do what is neces-
sary is of enormous importance,” Petraeus said later.37

Embedding Reconstruction 
As the Baghdad Security Plan was put into effect, the ePRT and PRT teams 
started arriving at posts across Iraq. Three waves of PRT staff would provide 
almost every brigade with a dedicated staff of development experts, realizing the 
original vision advanced nearly two years before by Lieutenant General Raymond 
Odierno and Dr. Philip Zelikow, the State Department’s Counselor.38 Led pri-
marily by State Department officials, and staffed in part by USAID and reservists 
and civilians from the Department of Defense, ePRT teams of four to eight people 
would help brigades leverage their resources in new ways. 

The expansion of the PRT program was a landmark event in the reconstruction 
effort. For the first time in four years, a formal civil-military structure enabled civilian 
reconstruction experts to work side-by-side with maneuver commanders who were 
prosecuting the war. The experiment in civil-military relations that Ambassador 
Khalilzad saw to an uneasy start in 2005 was taking hold. Reconstruction became 
embedded in brigades and in Iraqi society and focused as much on building capac-
ity inside Iraqi institutions as infrastructure construction.39

The brigades, whose substantial resources were increasingly applied to the 
reconstruction and capacity-building missions, welcomed the arrival of ePRTs. 
“You can tell when you walk in, when the PRT chief is finishing the Battalion 
Commander’s sentences, that’s a great relationship,” Meese said. On the other 
hand, “if the PRT chief can’t find the bathroom because he hasn’t been to the 
HQ often enough,” the relationship has not developed.40 Most of all, ePRTs aug-
mented the capability of brigades to engage with local governments. 

Nowhere in a normal brigade staff structure could “you find people that are 
organized and trained to go help municipal governance and reconstruction is-
sues,” explained Lieutenant Colonel Douglas Winton, Executive Officer of the 
First Brigade Combat Team, Third Infantry Division. By helping brigades inte-
grate their use of CERP funds with embassy reconstruction plans and tying the 
actions of civil affairs teams to the development of local and provincial govern-
ments, ePRTs were helping brigades take “essential services to the next level.” The 
war had evolved so that reconstruction, the functioning of local government, and 
security reinforced each other. “Gains in governance and gains in reconstruction 
are linked,” Winton said.41 

The PRTs’ daily contact with municipal and provincial officials allowed them 
to gain a level of insight into Iraqi affairs unreachable inside the embassy, which 
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usually dealt with Iraq in a more detached fashion. “We are here on the ground, 
face to face, every day, with the mayor, [directors general], sheiks,” one ePRT 
member commented.42 The relationships developed by PRT and civil affairs team 
members allowed them to gauge what interventions would be most effective, and 
allowed Iraqis, rather than Americans, to take the lead in articulating Iraqi needs. 
“We’ve got to start listening to the Iraqis. That’s Development 101,” said David 
Atteberry, the USAID representative on the Rasheed ePRT, located in one of 
the most dangerous neighborhoods in Baghdad. “The answer to most of your 
questions can be found by talking to the people you are working with.”43 

To help manage their relationships with Iraqis, many PRTs and Civil Affairs 
teams compiled “facebooks” with digital pictures of directors general and neigh-
borhood and district council members, their mobile phone numbers, and short 
biographical sketches. More sophisticated techniques were sometimes used. 
Wall-sized diagrams mapping relationships among sheiks, provincial council 
members, and municipal officials were updated to reflect assassinations and 
changing loyalties. Some PRTs even kept detailed logbooks, with entries for each 
encounter with an Iraq official, including notes on their moods and personality 
quirks.44 This social network analysis gave PRT members a better sense of the 
complexity of the society in which they were working and a greater ability to 
pass that knowledge to replacements when unit rotations occurred every nine 
to twelve months. 

The military’s acceptance and support of the reconstruction mission, more 
widespread in 2007 than any other previous year of the war, provided the biggest 
boost to PRT and Civil Affairs efforts. The brigades’ wider reach had a multiplier 
effect in achieving reconstruction goals that was an essential part of the surge 
strategy. Lieutenant Colonel Winton explained:

When an NGO shows up and says, I want to establish some 
agriculture programs, we think we have the ability to put fish 
farms in along the Euphrates. Does anybody know of a good 
place to establish a fish farm? The brigade commander turns 
to his battalion commanders, who turn to the company com-
manders, who turn to their platoon commanders. In 96 hours 
you get the data back. Here are ten historic fish farms. Here 
are their locations. And oh by the way, we have a relationship 
with the guy that owns this one, and we trust him. And oh by 
the way, this one over here has been used as a mortar firing 
point. Don’t go there. We can flood the zone and bring back 
the information.45



• 302 •

• Chapter 26 •

This was exactly the dynamic envisioned by earlier assessments that suggested 
the key to success in Iraq would be marrying civilian development expertise to 
the military’s circulation within local communities.46

PRT Problems
The extensive insight ePRTs gained into the communities they served highlighted 
dilemmas that had plagued reconstruction from the beginning. One of the biggest 
challenges was figuring out whom to trust. With money flooding in, some Iraqi 
government offices took on the atmosphere of the proverbial “smoke-filled back 
room,” where unsavory business was conducted. “My favorite description is the 
bar scene of Star Wars,” one ePRT member recalled. “When you go to a [district 
advisory council] meeting, it’s just a parade of characters.”47 The characters were 
assembled in part to divide up the spoils handed out by the PRT and military. 
“Our district council chairman has become the Tony Soprano of Rasheed, in 
terms of controlling resources,” Atteberry said.48 “You will use my contractor, or 
your work will not get done,” the chairman told the PRT.49 

The cozy relationships between Iraqi officials and the contractors employed 
through reconstruction programs attracted allegations of fraud and waste that were 
hard to verify. An audit of USAID’s Community Stabilization Program, which 
made extensive use of Iraqi intermediaries to implement short-term employment 
projects, discovered that program funds might have been diverted to militia activ-
ity in one Baghdad district.50 It was the worst fear of any development officer, and 
also an inevitable risk of pushing large sums of money into a warzone. 

The need to keep the loyalty of fledgling local governments in effect left PRTs, 
soldiers using CERP funds, and USAID programs vulnerable to over-pricing of 
materials and services. The PRTs and military units channeling development and 
CERP funds were frequently paying for more than the costs of material in con-
struction. “We’re pumping over $1 million just to renovate the [district advisory 
council] hall,” Atteberry said. “We’re building a farmer’s market across from the 
Doura market, and we’re spending over a million dollars. It’s just a concrete slab 
and a tin roof. And the contract is $900,000.”51 

Dealing with local powerbrokers sometimes put the PRTs’ long-term devel-
opment goals in conflict with the brigades’ immediate needs. On the one hand, 
many of the powerbrokers could make good on their promises to “make things 
happen,” an important skill to soldiers whose first interest is security. Brigades 
taking casualties often resorted to CERP “fast cash” projects that pay Iraqis to 
administer services that local municipalities should already have been providing. 
However, using Coalition cash rather than Iraqi institutions set back efforts to 
foster self-reliance. 
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Trash pickup was the archetypal municipal service in which the brigade’s se-
curity needs were in opposition with the traditional development approach. “The 
XO [Executive Officer] of a battalion comes in here,” one ePRT leader recalls. 
“‘If the trash isn’t picked up,’ the XO will say, ‘somebody will put an IED in it and 
one of my guys will go down. I’m not going to get my guys killed. I’m going to pay 
someone to pick up the trash.’”52 It was a pragmatic approach to security, but one 
that provided a disincentive for municipalities to discharge their responsibilities 
promptly. Complicating matters further, the contractors the Coalition employed 
often distorted local labor markets. The USAID Inspector General found that 
wages paid for trash pick-up by the CSP were higher than the average for skilled 
laborers, which put pressure on local officials to continue employing them rather 
than transition to other forms of development.53

In the view of some civilians on PRTs, the set of metrics used by the military 
to measure CERP progress placed too much emphasis on spending money and 
not enough on achieving the right effects. “They are being graded on how many 
projects are being carried out, how much money is flowing to the districts,” said 
Tim Zuniga-Brown, team leader of the Rasheed ePRT. “They should be graded 
on how many projects are being turned over to the Iraqis and how much less 
money they are spending. That would be a better indicator of success.” “Success,” 
Zuniga-Brown said, “is getting Iraqis to deliver their own services using their 
own funds and their own people.”54 Still other PRT officials viewed this type of 
Coalition assistance as wholly counterproductive. “The best thing we could do,” 
one ePRT official said, “is cut off CERP money,” adding that the Iraqis are less 
likely to “spend their money when we’re just pumping in ours.”55

Balancing the brigade’s short-term imperative of force protection against 
the PRT’s longer-term development goals was difficult. Because of the party-list 
electoral structure and the failure to hold new provincial elections, the provin-
cial and district councils through which PRTs and ePRTs worked were to some 
extent a theater for decisions made elsewhere—in party structures that oper-
ated outside Iraqi government institutions. Making sense of this murky world 
was mostly beyond the PRTs’ abilities. “It’s so presumptuous to think we have 
any idea what’s going on,” David Atteberry said. “We are continually stumbling 
around in the dark blind. We’re worse than the blind because at least the blind 
know they are blind.”56 Linguistic and cultural expertise had always been in short 
supply and still was. Only 29 of the 610 PRT personnel deployed by mid-2007 
were Arabic-speaking cultural advisors, and several of them, including highly ef-
fective Kurds, subsequently quit in protest of the Coalition alliance with Sunni 
tribes.57 “If you don’t have an interpreter,” a military officer serving on an ePRT 
said, “it’s like Wimbledon. You just watch it go from side to side.”58
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Some PRT members doubted that the assistance they provided would affect 
Iraqi politics. It was the same worry that Petraeus’s economics advisor expressed 
when he wrote that economic incentives carried limited currency in a civil con-
flict. One ePRT member said, “Through the delivery of essential services, we 
might extend legitimacy to the local government, but I don’t know if that’s nec-
essarily true.” When asked what motivated the focus on essential services, the 
official replied, “Out of a sense of moral imperative, out of a sense of wanting to 
do the right thing.” “I know the Iraqis appreciate that we are doing this,” the of-
ficial said, “but it might not translate into strategic success for us.”59 

The other main reservation voiced by PRT leaders concerned the daunting 
scope of their mission. The area of operations of the East Rasheed ePRT had as 
many people in it as the city of Detroit. To advise the brigade on how best to 
serve these 800,000 people and to carry out its own projects, the ePRT had a 
staff of six.60

Boosting Iraq’s Manufacturing Base
As ePRT staff moved out into local neighborhoods and PRTs continued their 
work with provincial governments, reconstruction entities in the Green Zone 
began implementing the economic surge with newly available funding and per-
sonnel. Steering reconstruction and military procurement contracts to viable Iraqi 
businesses became a key U.S. objective. The idea was straightforward. Sustaining 
the Coalition’s presence in Iraq cost more than twice Iraq’s gross domestic prod-
uct.61 The military spent a significant portion of these costs on goods and services 
that could be procured locally. If properly channeled, military needs could drive 
job creation in the Iraqi industrial base and thus help end the insurgency soldiers 
were there to fight. 

During the transition to direct, fixed-price contracting in late 2006 and 2007, 
USACE-GRD moved diligently to “Iraqify” their workforce, relying as much as 
possible on Iraqi contractors and vendors, many of whom had been trained by 
Bechtel University and other multinational firms.62 A special effort called the 
“Iraqi First” program was begun in mid-2006 by Major General Darryl Scott, 
head of JCC-I.63 From October 2006 to September 2007, JCC-I awarded $2.7 
billion in contracts to Iraqi firms who collectively employed an estimated 75,000 
Iraqis. In the first half of 2007 alone, it provided Iraqi businesses with more than a 
billion dollars of business.64 By early 2008, more than 4,100 Iraqi companies were 
registered with the Coalition, which awarded 85 percent of them at least one con-
tract. Overall, 90 percent of reconstruction projects awarded by USACE-GRD 
were going to Iraqi firms.65 It was the latest of many attempts by the Coalition to 
involve Iraqi firms in the reconstruction of their country.66
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An effort to revive Iraqi factories also got underway. Deputy Under Secretary 
of Defense Paul Brinkley led a task force to explore what it would take to breathe 
life into a sector of the economy that had employed an estimated 500,000 Iraqis 
in 2003.67 “Frankly, we had exported a lot of our business processes to Iraq, and 
they were inappropriate,” said Deputy Secretary of Defense Gordon England, 
who recruited Brinkley to go to Iraq.68 

Brinkley became convinced that the CPA-era decision to close Iraq’s state-
owned enterprises should be reversed.69 There were an unknown number of 
shuttered factories that could put Iraqis back to work. With private investment 
not yet entering the country, Brinkley advocated using Coalition funds to pay 
start-up and capital improvement costs that would bring these enterprises back 
online. Many in the State Department doubted the wisdom of this initiative. 
Although State Department officials had resisted Defense Department plans 
to decommission the state-owned enterprises in 2003, by 2007 the embassy’s 
economics section was skeptical that reviving long-closed factories would be the 
best use of U.S. resources. 

Once again, the U.S. failed to achieve a unified policy on what role state-
owned industries should play in Iraq’s economic recovery. The debates became so 
vituperative that Brinkley moved his staff from the embassy to separate quarters in 
the Green Zone. He also drew his budget exclusively from Defense Department 
funding, over which State personnel had little or no say.70 Deputy Secretary of 
Defense England later said “that the whole Brinkley operation was also part of 
the interagency confusion in terms of who is responsible for what.”71 

By March 2007, Brinkley had selected 140 factories as candidates for Coalition 
assistance.72 The factories manufactured everything from farm equipment to 
pharmaceuticals. Brinkley based decisions on how to allocate assistance on the 
potential speed and economic impact of a factory’s restart.73 By September 2007, 
he had succeeded in opening 17 of them. Brinkley intended his $200 million bud-
get for assistance to be the catalyst for eventually creating 150,000 Iraqi jobs.74

The End of IRRF 2
Elsewhere around the embassy, programs that had existed since 2003 and 2004 
were in a state of transition. Most remaining IRRF 2 projects were closed out 
during 2007. About 450 were still on the books in 2008.75 GRD personnel an-
ticipated that only fifteen to twenty of the largest and most complicated among 
them would still be underway by mid-2009. 76 Although the drawdown of IRRF 2 
had led most large design-build contractors to pack up, new projects and ongoing 
military construction needs kept more than a thousand GRD employees working 
across Iraq’s three regions. The 2008 supplemental budget also provided $285 
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million for sustainment programs and $60 million for capacity development, 
which the GRD used to fund vocational training of young apprentices and on-
the-job training for more experienced workers at both infrastructure sites and 
in ministries.77

The focus of reconstruction shifted overwhelmingly to supporting Iraqi 
initiatives, in national as well as local ventures. In this new phase, Ambassador 
Crocker said, “You have to listen as much as you talk. Let them tell you the prob-
lem and then use ways they think it can be fixed with our help. It is not going to 
resemble how the Walla Walla, Washington City Council deals with Olympia, 
but it may work in Iraqi terms. So we talk about Iraqi solutions….It has to work 
for them.”78

Reorganizing the Embassy
Just as the civilian surge reached its highest point, Ambassador Crocker reor-
ganized the embassy, strengthening his ability to give high-level direction for 
the reconstruction program.79 The IRMO had housed the senior advisors who 
worked with Iraqi ministries and oversaw reconstruction in the various sectors. Of 
its 258 positions, 147 moved to embassy sections, and 44 others were eliminated. 
The remaining 67 became the staff of the embassy’s Iraq Transition Assistance 
Office (ITAO), which retained responsibility for the Ministries of Electricity and 
Water, as well as residual ministerial capacity-building efforts.80 

The reorganization further realized the desire of State Department manage-
ment to bring reconstruction more directly under the embassy’s control. The 
embassy’s economics section assumed responsibility for the Ministries of Oil, 
Agriculture, Trade, Transportation, and Communication. The Rule-of-Law Task 
Force took the Ministries of Justice and Interior. The Health and Human Services 
section took on the Ministry of Health, and Treasury attachés had the Ministry 
of Finance. The National Coordination Team, which directed the PRTs, became 
the Office of Provincial Affairs. The Public Affairs section assumed responsibility 
for the Ministries of Education and Culture. At times, these shifts were confusing. 
The formal point of contact for the Ministry of Planning, for instance, was at first 
unclear. Initially, representatives of the embassy’s political and economic sections 
and ITAO disavowed their assigned role.81

The new staffing structure was devised by Patrick Kennedy, the State 
Department’s Undersecretary for Management, whom Crocker had invited to 
review embassy operations. Kennedy’s report aimed to prepare officials for the 
move to the new embassy complex, still under construction, where space would 
be at a premium.82 The Kennedy Report also recommended increased staffing 
in the embassy’s economic and political sections, lengthening tours to eighteen 
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months, and ensuring at least one-week overlaps during personnel rotations. 
Wider dissemination of PRT weekly reports were also needed, in part because 
State Department personnel paid less attention to dispatches not distributed in 
cable form.83 

To many, the embassy reorganization made reporting chains more complex 
than before. The cadre of U.S. personnel in IRMO whose primary job was to 
travel “outside the wire” to interface with senior managers in the Iraqi govern-
ment was now dispersed through multiple offices. Its convoluted organizational 
chart depicts the complexity inherent in an effort that by July 2007 involved at 
least 62 agencies or sub-agency offices in reconstruction alone.84 

When Petraeus arrived, his advisors identified eight major coordination 
bodies.85 “We have an underdeveloped Iraqi bureaucracy and an overdeveloped 
U.S. bureaucracy,” Colonel Meese observed, “and the two of them [make] each 
other [stagnate].”86 By 2007, spending too much time dealing with the Coalition 
bureaucracy—and not enough meeting with Iraqis—was a frequent complaint 
of officials based in the Green Zone. It was a far cry from the CPA period, where 
individuals could more easily take the initiative. “We so rapidly went from…the 
Wild West days,” one senior advisor lamented, “to a different kind of waste.”87 
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The lack of executive authority was apparent everywhere. Even though 
Crocker and Petraeus assigned coordinators to the political, economic, mili-
tary, communication, and rule-of-law lines of operation, the coordinators in 
most cases did not have tasking or budget authority over the offices they were 
responsible for managing. A truly joint command structure never evolved. To 
Crocker and Petraeus, achieving unity of effort, in which everyone worked toward 
common goals, was more important than unity of command, where action was 
not always predicated upon achieving consensus. This arrangement worked well 
enough when the military and civilian leadership saw eye to eye, but when they 
disagreed, the civilian and military arms of the U.S. government would at times 
work at cross-purposes.88

The complexity of the Coalition effort and its chain of command was espe-
cially difficult for the Iraqis to understand. Figuring out whom to contact for help 
was often the first problem. Frustration at the ever-growing Green Zone staff 
evoked suggestions for radical change. “If I were you,” USAID’s acting-Deputy 
Administrator James Kunder advised Ryan Crocker, “I’d reduce the embassy 
presence to a hundred people and give everybody else two choices: they can 
either go to a PRT, or they can go home.”89 

Crocker and Petraeus were acutely aware of the management challenge that 
faced them. “You have to be joined at the hip,” Petraeus said. “That’s why the 
Ambassador and I have offices next to each other.” “If all else fails,” Petraeus said, 
“once a week, the ambassador and the MNF-I commander get to sit down with 
the President of the United States and the NSC. And you can again cut through 
quite a few layers of bureaucracy in a real hurry in that kind of situation.”90 The 
physical proximity maintained by Crocker and Petraeus, however, did not always 
extend to their staffs, who continued working in separate office space, frequently 
attending separate morning meetings, and reporting through separate chains 
of command.91 Despite this litany of challenges, the civil-military relationship 
between the embassy and MNF-I improved steadily during 2007. 

Social Capital and the Civilian Surge
Relationships with Iraqis that often eluded embassy personnel flourished just 
miles away in compounds maintained by USAID contractors, and to a lesser 
extent on PRTs. The Community Stabilization Program, the Community Action 
Program, and the Local Governance Program employed Iraqis to work in neigh-
borhoods not far from the Green Zone, as well as in other places across Iraq. By 
2007, this approach to reconstruction—the strengthening of Iraqi civil society 
by operating within it—was viewed as a crucial tool.92
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Through interventions large and small, in places from community halls to 
main street businesses, the CAP and LGP continued to reinforce democratic 
processes, build capacity, and spur commerce in more than a hundred neighbor-
hoods across Iraq. The CSP, designed in 2005 to execute the civilian component 
of Clear-Hold-Build, mounted the largest effort in monetary terms.93 By providing 
short-term employment and vocational training programs, as well as micro-grants 
and youth activities, the $544 million program harnessed underemployed popu-
lations in the wake of clearing operations—a cohort that would otherwise be 
vulnerable to the cash-for-violence scheme of insurgents and militias.94 

The program operated in tandem with military campaigns in Baghdad, Kirkuk, 
Mosul, Falluja, Ramadi, Al Qaim, Habaniyah, Ba’quba, Basrah, and eventually 
nine other cities, often gaining access to neighborhood leaders and organiza-
tions through relationships established by other USAID initiatives.95 By the end 
of 2007, it employed 319,583 Iraqis in short-term labor projects and provided 
13,275 with vocational training for a total of 260,000 man-months of employ-
ment.96 More than 260,000 man-months of short-term employment helped make 
visible community improvements, many of which were overseen by municipal 
governments in places just swept by violent clearing operations.97 The role of 
this economic stimulus in solidifying security gains, although hard to measure, 
was seen by its implementers and military personnel as an essential element of 
the surge’s success.98 

All of these programs were carried out with little overt evidence of U.S. fund-
ing. The low-profile facilities maintained by USAID, along with the outreach it did 
in local neighborhoods, meant its people were rarely attacked. USAID, perhaps 
more than other reconstruction entities, believed that security could be achieved 
by muting the association with the Coalition and by gaining community trust 
and cooperation. 

It was a sociological, rather than an exclusively physical conception of security. 
The office of Grand Ayatollah Sistani, for instance, issued a carefully worded fatwa 
permitting Shi’a to work with USAID implementing partners, but not the Coalition 
military. Sistani’s office even issued identification cards to Iraqi workers hired by 
one of the USAID programs, giving them safe passage through militia checkpoints 
when collaborating with the Coalition would have meant certain death.99 

The Security Net 
USAID’s compounds constituted a parallel reconstruction apparatus that in 
2007 many embassy personnel did not know existed. The secrecy was in part by 
design to keep the Iraqis who worked there safe, but it was also because the em-
bassy’s regional security officer deemed these compounds unsafe for government 
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personnel. According to standing Regional Security Office rules, they were off-
limits to civilian officials. At a time when mentoring was essential, one of the 
few venues in which Western advisors and their Iraqi protégés could build solid 
relationships was walled off in the name of security.100

The security office’s restrictions gave rise to a curious asymmetry. During 
the surge, the military, State officials in ePRTs, and USAID contractors exposed 
themselves to greater risk by frequently meeting with Iraqis in their communities, 
while other civilian personnel, under more restrictive Chief of Mission security 
protocols, were prevented from holding or attending such meetings.101 If the 
State Department’s conservative protocol for measuring danger had been strictly 
observed, the embassy in Baghdad itself would have closed.102 The ePRTs were 
able to achieve the high degree of engagement enjoyed by USAID contractors 
because the military brigades they worked with assumed responsibility for their 
security, and the units had a higher acceptance of risk in allowing site visits.103 

By mid-2007, the Regional Security Office sought to extend its control to 
vetting assistance provided to Iraqis. In the process, the office nearly smoth-
ered the PRT Quick Response Program before it began. Since their creation 
in 2005, PRTs had lobbied for a CERP-like fund so they could sponsor small 
and medium-sized projects autonomously. Eighteen months later, the embassy 
developed the Quick Response Fund, funded by ESF. With an initial tranche 
of over $100 million, the QRF program was to be the surge’s signature civilian 
resource—the primary financial means by which PRTs could independently 
undertake short-term capacity-development projects in their areas.104

The initial procedures that governed the fund’s distribution for projects larger 
than $25,000 entailed three stages of review.105 After the PRT completed a seven-
page grant application and a five-page summary, a technical committee at the 
embassy reviewed the proposal.106 From there, proposals went to Washington, 
where a separate technical committee evaluated them. Once these two opera-
tional hurdles were cleared, a new requirement mandated that they be sent for 
review by the Regional Security Office, which had never before played an active 
role in vetting recipients of grant funds.107 The QRF funds thus were initially 
saddled with administrative requirements that far exceeded the military’s paral-
lel CERP program, in which a brigade commander could unilaterally approve 
expenditures up to $200,000. 

PRT members were flabbergasted when they received an email in September 
2007 from a mid-level staffer in the Office of Provincial Affairs detailing these 
extensive vetting procedures.108 Rather than checking potential grant recipients 
against a government database of terrorist suspects, as had been the origi-
nal policy, the Regional Security Office requested Iraqi applicants to list their 
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associations and life histories on a multipage form similar to that used for U.S. 
government security clearances.109 In addition, the Iraqis were required to submit 
fingerprints and agree to have their information stored in a database. Forms could 
not be faxed or scanned; the security office required an original signature.110

Although the danger of money falling into the wrong hands was real, PRT 
members knew that if the new rules were followed, the fund would be unusable. 
Iraqis, wary of who would have access to information about their whereabouts 
and associations, would not consent to the security review. It would be humili-
ating for grant recipients, usually esteemed members of their communities, to 
submit fingerprints as though they were common criminals. Finally, no PRT 
leaders would be willing to send their personnel into the Red Zone for the 
sake of chauffeuring paperwork. PRT personnel began calling the program the 
“Quagmire Response Fund.”111 

The rules were eventually streamlined. Micro-purchases would not need prior 
approval, and the embassy could approve projects up to $25,000. Only those 
larger than $25,000 would be sent to Washington for review. Nevertheless, the 
dispute over procedures limited total disbursements in the program’s first five 
months to just $3.5 million.112 As a consequence, PRTs initially lost much of 
their “surge” capacity to engage provincial governments, missing opportunities 
for progress during early lulls in violence. As of late September 2008, 2,065 pro-
grams have been approved through QRF grants, and almost 50 percent of funds 
have been disbursed.113

Status of the Sectors
As the civilian surge developed more effective tools, reconstruction went on in 
each of the major sectors: electricity, oil and gas, water and sewer, security, and 
justice. The IRRF program had essentially ended. By the end of 2007, just under 
four percent of the IRRF 2 monies had yet to be obligated; only six percent was 
unexpended.114 Security and justice was ultimately the largest sector of the IRRF 
reconstruction program, constituting 40 percent of its expenditures. Electricity 
was next at 23 percent, water at 11 percent, and oil and gas at 9 percent. Of the 
contractors responsible for the program’s execution, Bechtel expended more than 
$1.1 billion, followed closely by FluorAMEC, Parsons, KBR, and the Washington 
Group International.115 

In the new post-IRRF phase, Iraqi expenditures began to rival and then exceed 
U.S. funding in many areas. Provincial and ministerial budget execution, although 
still low in absolute terms, nevertheless pushed increasing amounts of Iraqi rev-
enues into capital projects. On the U.S. side, reconstruction was mostly funded by 
CERP, ESF, and ISFF, with much of new construction occurring in the security 
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sector and through efforts in the provinces.116 PRDCs were increasingly active in 
developing ESF-funded and embassy-approved projects in the provinces. 

In 2006 and 2007, funding for PRTs and PRDC projects totaled $790 million, 
and PRDCs managed more than 400 projects, with a cumulative value of $495 
million. In addition, $217 million went to the Infrastructure Security Program, 
which spent $110 million constructing pipeline exclusion zones—essentially 
large berms and other obstacles blocking access to the major oil pipelines—
designed to prevent illegal tapping and sabotage. Another $51 million was 
spent hardening critical sites and making improvements to the facilities used 
by Strategic Infrastructure Battalions, the main Iraqi force responsible for infra-
structure security.117

But it was not an easy time. The heightened levels of violence following the 
Samarra bombing continued well into the first half of 2007. Reconstruction per-
sonnel faced extraordinarily trying conditions, and many lost their lives. From 
January 2006 until March 2007, 418 contractors working on reconstruction or 
for the military were killed.118 

In some places, contractors continued their work, often at great risk, while 
others suspended operations altogether, leading to high overhead costs as con-
tractors sat idle waiting for projects to resume or be re-scoped. A SIGIR audit 
found that for reasons of security, mismanagement, and cost overruns, the U.S. 
government terminated 1,262 contracts and task orders, either for default or 
convenience, during the course of the reconstruction program. Of the nearly 
$1 billion value of these contracts and task orders, the government had already 
paid $600 million. Although a few of these projects were near completion, the 
vast majority were not.119

Electricity
In the electricity sector, the push continued to raise generation capacity and put 
more megawatts on the grid, as did the efforts to stabilize and expand the distribu-
tion networks that carried power to Iraqi homes and businesses. In the transition 
from the IRRF-funded effort, the scope of activities pursued by the embassy broad-
ened to include training of personnel at generation plants and at the Ministry of 
Electricity. On the generation side, connecting to the right fuel sources remained 
problematic. In 2007, 16 of the 35 gas turbines built by the United States were 
using diesel, crude oil, or heavy fuel instead of the natural gas they were designed 
for, resulting in higher maintenance costs and the loss of an estimated 2,000 MW of 
daily production. Improving access of these turbines to natural gas and to reliable 
fuel sources at generation plants nationwide was linked to ongoing work in the oil 
and gas sector, as well as Coalition efforts to interdict oil smuggling.120 
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Meanwhile, the Iraqi government struggled to gain control over the many 
substations responsible for routing power across the grid, which remained un-
stable and prone to insurgent attack. In June 2007, eight of the twelve major 
transmission lines feeding Baghdad were out of service. Coalition and Iraqi forces 
moved to improve security along these lines while constructing dozens more 
transmission lines and substations. Average daily output, however, was still 1,740 
megawatts below the CPA’s 6,000 megawatt goal.121

Oil and Gas
Increasing capacity in the oil and gas sector remained linked to progress in the 
electricity sector and to the overall security situation: refineries need reliable 
power to function, and the network of pipes was vulnerable to attack and crimi-
nal tapping. For almost all of 2007, interdiction of the northern pipelines left the 
southern oil terminal at Basrah as the only node for oil export. 

Output hovered at just over two million barrels per day, even though the 
system’s capacity—if free from attacks and without maintenance shutdowns—by 
now reached three million. Ongoing facility upgrades included installing com-
munication links at oil terminals, repairing multiple liquid-natural-gas plants, and 
installing oil-metering equipment at the terminal. Sustainability and capacity-
building challenges remained a high priority.122

Water
By mid-2007, the 1,095 water projects funded by IRRF were 90 percent com-
plete. Although the revised targets for increasing access to potable water and 
sewage were largely met, cutbacks dating from the 2004 reprogrammings, which 
removed more than a billion dollars from the sector to fund pressing security 
needs, meant that the Coalition’s original ambitions in the water sector would not 
be realized. In Baghdad, only 30 percent of homes were connected to distribution 
lines. Sewer service reached 40 percent in Najaf and 50 percent in Basrah, but 
remained essentially nonfunctional in Kirkuk, Samarra, and Falluja.123 

The challenges that plagued the water sector nationwide could be seen in 
the $277 million Nassriya water delivery system. Designed to produce potable 
water for a half-million Iraqis in five cities, the plant suffered from a long list of 
problems that curbed output: the lack of a reliable power supply, a weakened 
pipe system unable to withstand the plant’s higher pressure flow, illegal taps on 
the transmission lines, and poorly qualified staff unwilling to attend contractor-
provided training.124 Ambassador Crocker’s personal intervention in the failing 
project spurred performance improvements in the months after it was found to 
be operating substantially below capacity. “The Nassriya water treatment plant 
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is not going to be the largest monument to American folly in decades out here,” 
Crocker said. His focus was on helping the Iraqis reach solutions on their own. 
“How can we help the Iraqis complete the Nassriya main drain?” he said. “We 
put so much money into sustainment. Don’t let it go to waste.”125

Security and Justice
Throughout 2007, re-training of National Police brigades—a process known as 
“re-bluing”—continued, as did the training and equipping of Iraq’s other secu-
rity forces, which now numbered more than 350,000.126 The decline in violence 
was especially helpful to the court system.127 The construction of the Rusafa 
rule-of-law complex, bringing together multiple parts of the justice system in one 
place, greatly facilitated the processing of cases in Baghdad.128 Although coaxing 
judges to use modern investigative methods—including forensic evidence—
and to eschew sectarian influences remained a challenge, progress in the judicial 
system continued.129 

By mid-2008, 655 courts operated in Iraq. Major Crimes Courts—regional 
branches of the Central Criminal Court of Iraq—were being established in all 
18 provinces. The 567 judges, 281 investigative judges, 312 assistants, and 645 
judicial investigators working nationwide were protected by a force of more than 
5,000 guards.130 Nonetheless, just under half of all inmates in Iraqi detention were 
awaiting trial, contributing to overcrowding in four of the six prison facilities 
transferred to Iraqi control.131 

The Surge in Late 2007
The surge brought more personnel and funds into Iraq, but more important, it 
redefined the terms of reconstruction. Brigades became a center of gravity in the 
reconstruction effort in a new way: brigade commanders and ePRTs each viewed 
capacity as a top priority. No longer was transition, the Casey-era watchword, 
the primary goal. The surprising agility with which the military embraced the 
economic and reconstruction missions was made possible by the wide support 
in its ranks for the counterinsurgency doctrine articulated and implemented by 
Petraeus. What was resisted in 2003 and 2004 was seen as absolutely necessary by 
2007. Using brigades as “landlords” for the ePRT program yielded the intended 
multiplier effect on capacity building and reconstruction. Through these innova-
tions, civil-military cooperation reached new heights. 

Despite significant progress in specific places, Iraq in 2007 proved stubbornly 
resistant to many of the surge’s political and economic innovations and to the 
Coalition effort overall. In July 2007, the new Prime Minister of Britain, Gordon 
Brown, proposed a host of policy initiatives in a letter to Iraqi Prime Minister 
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Nouri al-Maliki. These included “an integrated energy strategy,” “banking re-
form,” and possibly a “National Investment Commission”—ideas that had been 
minted by the Coalition back in 2003 and were still relevant only because they had 
not been fulfilled.132 In August 2007, Minister of Finance Bayan Jabr announced 
that completing Iraq’s reconstruction would require an additional investment of 
$100 billion to $150 billion—an amount equal to what had already been spent.133 
It was a sobering reminder of how the continuing violence had undone so much 
of the infrastructure investments made by the United States and Iraq.

Targeted killings also continued. On the first day of Ramadan, Sheikh Abd al-
Sattar, leader of the Anbar awakening, was assassinated just a week after President 
Bush, during a September 2007 visit, personally commended his efforts at fighting 
al-Qaeda.134

By fall 2007, the surge and other political developments in Iraq, including the 
Sunni awakening, brought about a modest reduction in violence, with total at-
tacks trending downward across Iraq.135 Calmer conditions did not immediately 
translate into progress on reconciliation or passage of the legislative articles the 
Congress had hoped Iraqi leaders would tackle.136 

The Congress wrote eighteen benchmarks into the 2007 emergency supple-
mental appropriations act that funded the surge; the President had to certify 
that the Iraqi government was making progress toward meeting the benchmarks 
before it could receive further support from the Economic Support Fund, absent 
a Presidential waiver of the requirement.137 An initial White House assessment in 
July 2007 found that few of the benchmarks had been fulfilled, but that satisfac-
tory progress was being made.138 

A later GAO audit, released in advance of the September 15, 2007 testimony 
of General Petraeus and Ambassador Crocker before the Congress, found that 
the Iraqi government had met three, partially met four, and had not met eleven 
of the eighteen benchmarks.139 Petraeus and Crocker acknowledged in their 
testimony that few of the benchmarks had been met, but cited continued Iraqi 
progress toward achieving them as reason enough for the Coalition to continue 
the surge.140

A second set of benchmarks came into play in the International Compact with 
Iraq, a framework negotiated in 2007 through which international donors and 
aid organizations, including the World Bank, United Nations, and International 
Monetary Fund, pledged support in return for progress in bringing Iraq’s laws 
and economy in line with international best practices.141 Along with the standby 
arrangement negotiated with the International Monetary Fund, the International 
Compact with Iraq was another step toward reintegrating Iraq into the regional 
and international economy. 
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Although signs of progress could be discerned, the road ahead remained long. 
Iraq in 2007 was rated by analysts at the World Bank in the bottom 10 percent 
of all countries in measures of corruption and accountability, political stability, 
government effectiveness, regulatory quality, and rule of law.142 In December 
2008, the International Monetary Fund agreed to cancel 80 percent of Iraq’s 
foreign debt.143

The Surge and Its Aftermath in 2008
As 2008 dawned, violence continued to recede. The military effort to pacify first 
Baghdad and then western and north central Iraq paid off, but at great cost to 
U.S. and Iraqi troops. Attacks against Coalition forces during the initial phases of 
the surge reached their highest level since 2003. However, relative calm returned 
to large parts of the country, partly because of the surge, but also because of the 
organization of Sunni groups—and eventually Shi’a groups—into local security 
forces. Neighborhoods gripped by near-constant violence since the increase in 
attacks after Samarra returned to something like normalcy, and levels of ethno-
sectarian violence fell precipitously. 

During 2008, the Iraqi Army demonstrated increasing ability as it per-
formed clearing operations in Basrah and Sadr City with limited U.S. support. 
Although fierce fighting persisted in parts of Ninewa, Diyala, Salah Al-Din, 
and Basrah provinces, overall attacks in late 2008 fell to their lowest level since 
2003.144 The improving security situation was a boon to civilian programs. In 
the summer of 2008, a USAID contractor estimated that with fewer cancel-
lations of meetings and convoys, the LGP was achieving a 25 percent higher 
mission-accomplished rate.145

More than any year since the 2003 invasion, 2008 produced a gradual and per-
sistent transition to Iraqi leadership in reconstruction and security. Establishing 
uniform contracting and funds-disbursal regulations by the Ministries of Planning 
and Finance enabled directors general across Iraq’s government to execute their 
budgets more easily. The existence of clear rules and a national budget passed by 
Iraq’s parliament meant that U.S. reconstruction officials increasingly worked to 
reinforce Iraqi priorities, rather than retrofitting U.S. projects into the Iraqi sys-
tem. “You don’t have to worry about getting post-hoc buy-in,” said the Treasury 
attaché, when “things originate in the Iraqi system.”146 

In April, Ambassador Crocker testified before the Congress that “the era of 
U.S. major infrastructure projects is over.”147 Although some new construction 
continued, the effort to build capacity was in full swing; 238 Coalition employees 
worked in the non-security ministries, and many large sustainment programs 
were being carried out across the country.148 
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The global economy provided an unexpected boost to Iraq’s reconstruction. 
Record oil prices—which peaked at over $140 per barrel during the summer of 
2008—and sustained export production buoyed Iraq’s coffers and continued the 
trend toward greater capital expenditures by its ministries and provincial govern-
ments.149 A subsequent decline in prices, however, constrained Iraq’s burgeoning 
reconstruction plans, forcing budgetary revisions upon the government. 

Political progress was uneven in 2008. Passage of the important hydrocar-
bons law remained elusive, but the parliament did pass provincial powers and 
provincial elections laws that would lay the foundation for eventual provincial 
elections in January 2009.150 Although the Iraqi government began performing 
at ever higher levels, the U.S. presence still remained large, with 164,000 con-
tractors and 157,000 troops seemingly an enduring feature of the political and 
security landscape.151 

Despite the continued engagement of so many soldiers and advisors, care 
was not always taken to ensure Iraqi input and acceptance. Officials conducting a 
review of PRTs—now the signature reconstruction program—were astonished 
to learn that Prime Minister Maliki had never been fully briefed on the program’s 
details. The teams of U.S. advisors interacted with an entire swath of the Iraqi gov-
ernment without having formally sought the Prime Minister’s permission.152

The Ultimate Impact of Reconstruction
Toward the end of 2008, there were few direct ways to take a final measure of 
the impact of U.S. reconstruction programs. U.S. goals went beyond putting 
megawatts on the grid or providing more gallons of treated water. Using recon-
struction as a tool, the goal was to create a self-reliant Iraqi government and a 
satisfied population, and to increase trust between Iraqis and the United States 
and among Iraqis themselves. 

Only recently have nationwide surveys measuring satisfaction rates with es-
sential services been undertaken with any degree of consistency. The data suggest 
that, broadly speaking, a majority of Iraqis remain unsatisfied with the delivery 
of basic services, including electricity, water and sewer, and trash removal. More 
significantly, these satisfaction rates tend to vary by location and sectarian iden-
tity. Rates in Baghdad, for instance, are markedly lower than many other areas in 
the country, especially the Kurdish region. Interestingly, the rates of satisfaction 
with essential service delivery during the surge have been broadly similar among 
Sunnis and Shi’a for potable water, sewage, food, and trash, but divergent for elec-
tricity, fuel delivery and, to a lesser extent, health.153 For electricity in particular, 
this is counterintuitive, because Sunni-majority provinces typically enjoyed more 
hours of power per day than almost all Shi’a-majority provinces during the same 
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time period.154 Actual differentials in service delivery thus do not alone account 
for the differing rates of satisfaction among sectarian communities. Historical 
entitlements, perceived political disenfranchisement, and expectations raised by 
early Coalition pledges also likely affected satisfaction rates.

Even with Iraqi levels of satisfaction trending upward and violence trending 
downward, the United States was still caught in a nation-building effort it had 
not anticipated and still did not fully understand. In 2000, future Secretary of 
State Condoleezza Rice articulated her belief that the U.S. military should focus 
primarily on combat operations. “Carrying out civil administration and police 
functions is simply going to degrade the American capability to do the things 
America has to do,” she said, adding, “We don’t need to have the 82nd Airborne 
escorting kids to kindergarten.”155 Eight years later, during the surge, the 82nd 
Airborne, serving its second Iraq deployment, was helping oversee the construc-
tion of greenhouses outside Tikrit.156

More than five years after the overthrow of Saddam Hussein, the ultimate 
success of the reconstruction program and the future of Iraq were still unresolved. 
The Joint Campaign Plan that Crocker and Petraeus promulgated was predicated 
on the belief that stopping openly violent clashes would allow Iraqis gradually to 
resolve their conflicts through elections rather than militias. Such a transforma-
tion was both elusive and extraordinarily costly—for Americans and Iraqis—in 
lives and national treasure. 

Even as the security situation improved dramatically through the second 
half of 2008, potentially violent rivalries between political groups competing for 
power still threatened Iraq’s fragile government structures. “SCIRI is fighting 
Sadr is fighting Fadhila,” said an Iraqi whose home is in Basrah, where clashes 
have frequently taken place. The social effects of violence have taken their toll 
on family life. For most of the past four years, he said, “it is too dangerous for my 
kids to play outside the house. They have bicycles; they are walking on the roof. 
They play football inside the house.” Even as violence recedes, and life regains 
a degree of normalcy in many provinces, the new realities of post-Saddam life 
bring their own complications. Before, he said, many Iraqis could remain largely 
ignorant of politics. “Now it’s a truth for all life.”157 
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Essential Services Overview – After the Surge 

Metric158
Pre-

invasion
Post-

invasion
CPA 

Transition
Negroponte 

Era
Khalilzad 

Era Surge Ends

Electricity Production 
Megawatts 4,075 711 3,621 4,262 3,475 4,400

Oil Production 
Million Barrels per Day 2.58 0.30 2.16 2.13 1.95 2.43

Iraqi Security Forces
Soldiers and Police 1,300,000 7,000-9,000 87,000 171,300 328,700 478,500

Telecommunications
Landline Subscribers 833,000 0 791,000 998,000 1,111,000 1,200,000

Mobile Subscribers 80,000 0 461,000 2,422,000 8,720,000 ~13,000,000

Human Toll
U.S Troop Fatalities - 139 862 1,745 3,248 4,115

Civilian Contractors - 1 46 217 916 1,229
U.S. Civilians - ~9 52 113 224 271

Iraqi Civilians - 7,413 16,848 29,155 72,858 95,236

Financial Cost ($ billions) 
U.S Funding - $3.45 $22.93 $29.21 $36.96 $50.46

Iraqi Funding - $0.00 $16.00 $21.03 $37.27 $50.33
International Funding - $0.00 $13.60 $13.87 $15.20 $17.00

Total Funding - $3.45 $52.53 $64.11 $89.43 $117.79

By mid-2008, daily electricity production had edged up above prewar levels, with 
outputs averaging 4,400 megawatts per day. The third quarter of 2008 showed 
postwar highs, averaging over 4,900 megawatts per day. But Iraqi demand still far 
outpaced production. The electricity distribution system improved too, but equi-
table allocations among the provinces and major cities remained a problem.159 

Oil production continued to rise through 2008, falling just short of prewar levels 
of 2.58 million barrels per day by mid-year. The July 2008 production rate reached 
2.43 million barrels per day—the highest since the 2003 invasion. Because of the 
success of infrastructure security measures, no successful pipeline attacks oc-
curred in 2008.160 
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Chapter 27
Hard Lessons

I don’t think we had the right structure…We tried in Iraq to 
give it to a single department, the Department of Defense. That’s 
why the President has now said that we need a civilian response 
corps that can do those activities. But clearly, we didn’t have the 
right structure.*

Dr  Condoleezza Rice 
Secretary of State (2005-2009)

In March 2003, the United States invaded Iraq, made short work of its armed 
forces, and easily toppled Saddam Hussein’s government. A well-trained and 
properly equipped force achieved a quick and efficient military victory. But the 
United States was unprepared and ill-equipped to deal with what came next: a 
“post-conflict” environment torn by violence, looters, criminals, and a nascent in-
surgency; a governmental system in a state of complete collapse; and an economy 
that had slipped into idle and then switched off. 

With no established plans to manage the increasing chaos it faced, no de-
veloped doctrine of nation building to rely on, and no existing governmental 
structures through which to carry out contingency relief and reconstruction op-
erations, policymakers struggled to respond to a broken Iraq. They abandoned 
the hoped-for quick transfer of power to an interim Iraqi authority and entered 
into an occupation. Thrust into this deepening crisis, Ambassador L. Paul Bremer 
III and the Coalition Provisional Authority were asked to do the virtually impos-
sible: restore order, restore governance, restore the economy, and restore basic 
services—quickly, with limited resources, and little capacity to act. 

Focusing on the economy, Bremer improvised an infrastructure-heavy recon-
struction program that became the largest foreign assistance effort undertaken by 
the United States since the Marshall Plan. Although a short period of shaky peace 
followed Saddam’s fall, the rapidly growing problems in Iraq—especially in the 
security sector—were beyond the CPA’s capacity to solve. The formal dissolution 
of Iraq’s military and a more extensive de-Ba’athification effort than anticipated 
aggravated matters by sidelining two expected sources of Iraqi assistance.

The United States struggled over the next six years to develop and imple-
ment a strategy for reconstructing Iraq as a stable and democratic nation on 

* Fox News interview with Dr. Condoleezza Rice, Secretary of State, December 7, 2008.
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the path to prosperity. Deteriorating security both informed and complicated 
every decision. Employing a variety of tactics to address the growing violence, 
the United State poured money and—finally—more troops into the country, 
all while trying to rebuild Iraq’s physical infrastructure, its security forces, and 
its capacity to govern. U.S. governmental agencies, military units, nongovern-
mental organizations, international groups, and private-sector firms engaged 
in the massive effort.

Through trial and error, the U.S. strategy moved away from the CPA’s large 
infrastructure approach to a more modest, Iraqi-driven program focused on de-
veloping the fledgling government’s capacity for self-rule. Along the way, the 
U.S. government created a series of ad hoc offices and systems as it moved from 
crisis to crisis. The government and the private contractors it employed adapted 
as they learned hard lessons from the rebuilding program, gradually becoming 
more effective in an exceedingly lethal environment. Notwithstanding this prog-
ress, the United States still struggled in late 2008 to make Iraq’s reconstruction 
a success.

Each of the four periods of reconstruction chronicled in Hard Lessons yields 
unique conclusions. Taken collectively, they underscore the need for the U.S. 
government to reform its approach to contingency relief and reconstruction 
operations and to develop greater capacity to execute them. 

Prewar Planning and ORHA (September 2001-April 2003)
The U.S. approach to Iraq reconstruction had its origins in the fall of 2001, when 
the President and the Secretary of Defense began fashioning the Iraq war plan 
according to a “liberation” model. From the outset, the Pentagon’s leadership 
believed that victory would be swift and that a new interim Iraqi authority would 
quickly assume power. They planned on Iraq’s police providing postwar security 
and anticipated that Iraqi oil revenues would fund most relief and reconstruction 
projects. When Iraq’s withering post-invasion reality superseded these expecta-
tions, there was no well-defined “Plan B” as a fallback and no existing government 
structures or resources to support a quick response. 

During prewar preparations, certain officials at the Department of State 
and the U.S. Agency for International Development argued that the postwar 
reconstruction of Iraq would be more difficult, would take more time, and would 
require an extraordinary commitment of financial and human resources. But even 
veteran development experts misjudged what would be necessary to rebuild the 
country’s physical, security, and governmental infrastructure. “We needed to 
be thinking at a much different order of magnitude [about] what is required to 
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reconstruct a failed state, in the context of a U.S. military invasion,” USAID’s 
Deputy Administrator James Kunder later said.1

Force size was a central issue. Planners across the government and within 
the military disagreed on how many troops would be necessary. Prewar analyses 
of post-conflict situations suggested that at least 300,000 troops—and perhaps 
as many as 500,000—would be required to maintain post-invasion order in a 
country with the size and population of Iraq. But the President and his advi-
sors, both military and civilian, decided against deploying so large a number 
and chose not to prepare for large-scale reconstruction operations. Instead, the 
invasion plan called for deploying a light and agile force. Post-conflict efforts 
focused on averting humanitarian disasters like those that followed the first Gulf 
War. The plan assumed the best-case reconstruction scenario and the worst-case 
humanitarian scenario. 

Historically rooted conceptions of defense, diplomacy, and development 
shaped the content of prewar reconstruction discussions. Military planners ex-
cluded post-conflict experts from early deliberations that determined the scope 
of U.S. policy. USAID Administrator Andrew Natsios, the highest-ranking 
Administration official with both development and combat experience, was 
not invited to NSC meetings until long after the war began. 

The way the U.S. government is structured facilitated this exclusion. Since 
1947, the Departments of Defense and State—and later USAID—have oper-
ated mostly independently of one another, even though in today’s world overseas 
missions usually require a blending of each one’s strengths, along with those of 
other U.S. government agencies. Integrating their various capabilities was left to 
the President’s war cabinet and the NSC staff, where joint planning is difficult 
to manage and tends to be subject to the personalities of those who inhabit key 
posts. “Don’t try to use Iraq as the model [for reform],” Secretary of State Colin 
Powell cautioned, “without recognizing and acknowledging that it was as much 
a process and personality as it was a structural problem.”2 

The government’s lack of strong mechanisms to integrate the work of sepa-
rate departments led the White House to delegate interagency missions to a 
lead agency just months before the invasion. The battle over whether the libera-
tion model would guide Administration policy in Iraq became, in truth, a battle 
over which department would control reconstruction itself. In the absence of a 
clear precedent on how to coordinate postwar operations of this magnitude, the 
President decided, in late 2002, to hand operational control for planning and 
managing post-invasion Iraq to the Department of Defense, sidelining the only 
interagency system—the NSC—designed to orchestrate the government’s ac-
tions in international security matters. 
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Secretary of Defense Donald Rumsfeld recognized that this was not a perfect 
solution. “The U.S. government has had to rely on quickly assembled, ad hoc 
efforts, such as [the Office of Reconstruction and Humanitarian Assistance], 
to coordinate reconstruction,” he later wrote.3 “The truth is,” Secretary of State 
Condoleezza Rice would later say, “we really did not have, either in any depart-
ment or in the U.S. government as a whole, an institution that could really deal 
with post-conflict stabilization.”4 “A lot of it wasn’t handled very well,” Rice added. 
“There are a lot of things, if I could go back and do them differently, I would.”5

The Coalition Provisional Authority (May 2003-June 2004)
The liberation model—in which a rapid transfer of power to Iraqi authorities 
would enable U.S. troops to depart 90 days after the regime’s fall—broke down 
almost immediately after the invasion. Neither the U.S. military nor the civilian 
leadership was prepared for the complete disintegration of Iraq’s government and 
the subsequent loss of law and order. The looting and the chaos it engendered 
destroyed plans for a rapid transfer of power. With public institutions and critical 
infrastructure crippled, the mission of ORHA’s successor agency—the Coalition 
Provisional Authority—turned from restoring essential services to rebuilding 
from scratch the ministries that provided them.

The CPA adopted a maximalist approach to reconstruction, developing plans to 
transform every aspect of Iraqi society, from the banking system to traffic laws. But 
the CPA—and the U.S. government agencies that supported it—demonstrated 
an inadequate understanding of both Iraqi culture and the complicated internal 
political relationships that existed among and within various Iraqi groups. 

During the first weeks of its existence, the CPA issued momentous orders—
de-Ba’athification and disbanding the military—with insufficient interagency 
debate. Although there may have been sound reasons for removing members of 
the Ba’ath party from senior government positions and for dissolving the army, 
both decisions added considerably to the difficulty of reconstruction and estab-
lishing a functioning government. Had these issues been fully discussed by the 
war cabinet and within the CPA, the United States might have acted differently. 
Instead, the U. S. rebuilding program was left to deal with the instant loss of many 
of the Iraqi technocrats it would later need. It also had to build entirely new Iraqi 
security forces, a task that would ultimately consume more than half of all U.S.-
appropriated reconstruction dollars.

In 2003, the United States lacked an accepted doctrine for contingency relief 
and reconstruction operations that could inform how decision-makers should 
address the complex array of problems then at play in Iraq. There was no agreed-
upon approach to Iraq’s reconstruction, little understanding of the dynamics of 
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post-conflict rebuilding, and no structure for the rapid provision of resources to 
the CPA. Moreover, those at the head of what quickly became the largest overseas 
rebuilding effort in U.S. history struggled to differentiate between the pursuit 
of transformational goals for their own sake and what it would take to achieve 
rapidly the U.S. national objective of a stable Iraq. Efforts across many sectors 
were poorly conceived, overambitious, and often at cross-purposes. Part of the 
problem was that the CPA failed to consult sufficiently with Iraqis to understand 
what they really wanted from the reconstruction program. Consequently, the 
CPA made decisions that often undercut the goals they were trying to reach. 

The reform of Iraq’s economy was a striking example of how the lack of an 
accepted doctrine undermined U.S. objective. The CPA decided, over consider-
able internal opposition, to discontinue support to Iraq’s state-owned enterprises. 
Its senior economic advisor apparently did not appreciate the interdependence 
among factories producing chlorine, agricultural fertilizer, and cement and the 
impact their closing would have on Iraq’s oil, electricity, water, and agricultural 
sectors. Rather than committing resources to their continued existence, the CPA 
hoped that an emergent private-sector in Iraq would generate a new manufactur-
ing sector, employ large numbers of people, and produce the goods the country 
needed. But Iraq’s harsh postwar reality quickly trumped economic theories that 
suggested a market solution was possible.

By mid-summer 2003, the CPA had settled on a strategy to spur growth by 
rebuilding infrastructure, focusing particularly on the electricity, oil, and water 
sectors. The CPA hoped that these projects, once completed, would energize the 
economy and supply Iraqis with needed essential services. The Administration 
persuaded the U.S. Congress to appropriate $18.4 billion to fund this grand vi-
sion, and the CPA created the first of what would be several ad hoc organizations 
to manage reconstruction—the Program Management Office. Like the organiza-
tions that came before and after, the PMO did not have the personnel and the 
systems to administer so large a program effectively. 

Believing that conditions in Iraq demanded speed, the CPA developed its 
reconstruction program in great haste, missing opportunities to integrate ad-
equately the views of Iraqis and implementing agencies—USAID, the State 
Department, and the military—in the process that led to the creation of the sec-
ond Iraq Relief and Reconstruction Fund. Many of the program’s infrastructure 
projects also suffered from inadequate design, weak government oversight, and 
a lack of planning for Iraqis to sustain them. 

Growing Iraqi opposition to the prolonged transition to self-rule—comple-
mented by the U.S. desire to disengage from a lengthening occupation—resulted 
in the announcement on November 15, 2003, to transfer sovereignty from the 
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CPA to Iraq by June 30, 2004. Reconstruction plans that had just been devised 
on a two-year timetable now had to shift, and the rush began to prepare Iraq’s 
government to stand on its own in seven months. The announcement also meant 
that U.S. appropriations for reconstruction—slowed by the NSC’s high-level 
review in Washington—would not arrive until the very end of the CPA’s tenure. 
Ambassador Bremer had to fund most of the CPA’s early reconstruction proj-
ects, as well as Iraqi government operations, with Iraqi funds held in trust by the 
UN and the United States. But the CPA failed to keep detailed accounts of how 
most of this money was spent. Expenditures of the roughly $20 billion in DFI 
money used by the CPA were initially tracked on an Excel spreadsheet—hardly 
a sufficient control. At its end, the CPA had barely begun to execute the grand 
reconstruction program it had designed.

An even more fundamental problem plagued the CPA’s efforts. Its recon-
struction strategy was premised on a “permissive” environment, meaning one 
generally free from violence; but most of Iraq was racked by violence for most of 
the CPA’s existence. Almost immediately after the invasion, many in Iraq—from 
the CPA Administrator and the Commanding General of Coalition forces to 
Iraqis in the ministries and on the streets—recognized that security was the most 
compelling issue confronting the country. Lieutenant General Sanchez, the man 
in charge of the U.S. military in Iraq, requested more troops in May 2003. Until 
mid-July, though, the United States stuck to its original plan to reduce troop 
strength as quickly as possible. The troop withdrawal stopped only when General 
Abizaid replaced General Franks as CENTCOM commander.6 

With the increase in violence, planners confronted a political and economic 
landscape that was evolving faster than they could adapt to or understand. All the 
while, the magnitude of what needed to be done was overwhelming. The absence 
of a well-defined doctrine or an effectively coordinated strategy caused the CPA’s 
approach to reconstruction to have a disjointed and ad hoc quality: Get the oil 
flowing. Stop the smugglers. Get the electricity up and running. Clean out the 
sewers. Re-write the textbooks. Change the currency. Employ more Iraqis. Focus 
on the cities. Focus on agriculture. Focus on security.

The U.S. Embassy under Negroponte (July 2004-June 2005)
When the new U.S. Embassy in Iraq inherited the CPA’s reconstruction program in 
July 2004, the U.S. ambassador faced two critical problems. First, the United States 
had to adjust the reconstruction program to address the deteriorating security 
conditions in Iraq. Second, more capabilities needed to be mobilized to implement 
the rebuilding program. The U.S. reconstruction management structure was over-
whelmed by the challenges of building in a war zone. Contractors found it difficult 
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to carry out projects in the dangerous environment, and the lack of adequate over-
sight by government contracting officers, program reviewers, and other agencies 
permitted wasteful spending to careen out of control. Safeguarding reconstruction 
personnel, equipment, and work sites against insurgent attacks further drove up 
costs. The violence also prevented managers and quality control engineers from 
visiting projects to check progress. The system of oversight so crucial to effective 
reconstruction had collapsed. The United States had to change course. 

Immediately after his arrival in Iraq, Ambassador John Negroponte ordered 
a review of all reconstruction priorities, which led to a reprogramming of $3.46 
billion, with most of the shifted funds going to the security sector. More repro-
gramming followed and, by September 2005, U.S. officials had shifted a total 
of $5.59 billion—nearly a third of reconstruction appropriations—to support 
security, job creation, and economic reform projects, drawing the money chiefly 
from the water and electricity sectors. The CPA designed its program to be ex-
ecuted in a secure postwar environment, but the rise of a violent insurgency 
forced the reconstruction effort to change course from laying the foundation 
for long-term economic growth to producing short-term results in support of a 
counterinsurgency campaign. The challenge was to achieve security gains while 
fostering economic and democratic development. 

By the middle of 2005, the United States had completed a thousand projects 
using IRRF 2 funding and had another thousand underway. Hundreds of firms 
were active across the country, employing tens of thousands of foreign contrac-
tors and an estimated 180,000 Iraqis. The rebuilding effort, however, proved to be 
more expensive and time consuming than planners anticipated. Power generation 
and distribution continued to fall short of Coalition goals, as did oil production, 
chiefly because so much of Iraq’s critical infrastructure was vulnerable to sabotage 
and in poor condition. 

Project management systems remained problematic. In late 2005, the em-
bassy still could not match projects with the contracts that funded them, nor 
could it estimate how much they would cost to complete. Completed projects 
also were failing after being turned over to Iraqis who were unable to properly 
maintain and operate the facilities. These failures highlighted the need to build 
capacity in Iraqi institutions so the country could manage the new infrastructure 
the United States was providing.
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The U.S. Embassy under Khalilzad and Crocker (June 2005-2008)
U.S. reconstruction strategy continued to evolve during the tenure of Ambassador 
Zalmay Khalilzad, who arrived in Baghdad in June 2005. A new approach for 
counterinsurgency operations, called Clear-Hold-Build, further integrated mili-
tary and civilian efforts. Khalilzad deployed Provincial Reconstruction Teams 
across Iraq, adapting a concept that he developed during his tenure as ambassador 
to Afghanistan. The PRTs, together with Provincial Reconstruction Development 
Councils, helped Iraq’s provincial governments improve their working relation-
ships with Iraq’s central government and strengthened the coordination of Iraqi 
and Coalition resources. 

From Khalilzad forward, the reconstruction effort moved quickly away from 
the large infrastructure approach and toward more modest projects designed to 
deliver jobs and services to the most vulnerable, violent, and strategically con-
sequential Iraqi cities and towns, and to do this, as much as possible, through 
provincial, municipal, and local institutions. By going through official Iraqi insti-
tutions instead of around them, U.S. reconstruction expenditures directly served 
the goal of building a functioning Iraqi state.

As the U.S. ability to deliver reconstruction resources improved, the amount 
of money it had left to spend diminished. Meanwhile, Iraq fell further into chaos. 
As many as 300 companies provided security services to the U.S. reconstruc-
tion effort, increasing costs on some large reconstruction contracts by 24 to 
53 percent.7 

The Samarra bombing in February 2006 exacerbated sectarian tensions, over-
laying the insurgency with civil conflict among Iraq’s sects. The resulting political 
fragmentation complicated efforts to build capacity in ministries held captive by 
political parties with sectarian or regional agendas. As the nature of the violence 
evolved from a traditional insurgency to a sectarian struggle, economic incentives 
proved less and less effective and military force became more necessary. 

The 2007 surge of troops and the complementary civilian effort—driven by 
a revised counterinsurgency strategy formulated by General David Petraeus and 
Ambassador Ryan Crocker—ushered in a new era. As the major program of U.S. 
infrastructure rebuilding began drawing to a close, emphasis moved to building 
capacity inside Iraqi institutions and using direct contracts with Iraqi firms to 
help the country’s economy recover. 

As the surge of troops and civilian resources peaked, the U.S. investment in 
Iraq’s security forces also began to pay dividends. In 2005, the Congress had au-
thorized the Iraq Security Forces Fund, a major new appropriation that eventually 
matched the IRRF in size. During the following three years, the ISFF channeled 
more than $18 billion into training and equipping Iraq’s police and soldiers, 
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building the facilities they used, and developing the Ministries of Defense and 
Interior. The increase in the size, reliability, and readiness of Iraqi forces contrib-
uted to a significant reduction in violence that began in the summer of 2007 and 
was sustained through 2008. 

The surge’s hard-won security gains led to a more secure reconstruction en-
vironment. With the accumulation of oil revenues in Iraqi capital budgets, the 
Government of Iraq now had in its coffers the resources necessary to pursue its 
own relief and reconstruction program. Helping Iraq execute this new budget 
emerged as a key objective. By the end of 2008, the reconstruction program was 
many orders of magnitude more Iraqi-driven and Iraqi-funded than when it had 
begun in 2003.

Over nearly six years, the U.S. program had undergone an extraordinary 
evolution. What was originally conceived as a modest program to repair war 
damage and treat refugees had ballooned into an expansive and expensive 
nation-building effort. This in turn was supplanted by a counterinsurgency 
campaign and then a countrywide initiative to build Iraqi capacity. Constant 
re-evaluations of how U.S. resources could be employed to achieve the desired 
result of a stable Iraq led to a shift from large infrastructure reconstruction to a 
program that combined “soft” and “hard” projects aimed at mitigating security 
problems and building capacity.

 Of the many lessons to be drawn from Iraq reconstruction, the most com-
pelling speak to the need to develop an agreed-upon doctrine and structure for 
contingency relief and reconstruction operations to guide the use of military 
and economic power so that the United States is ready when it next must inter-
vene in a failed or failing state. The Iraq reconstruction experience chronicled in 
this report, in hundreds of audits and inspections, and in three previous Lessons 
Learned reports led SIGIR to identify these most significant hard lessons:8

First Principles for Contingency Relief and Reconstruction Operations

	 •	 	Security	is	necessary	for	large-scale	reconstruction	to	succeed. A suc-
cessful reconstruction program requires a balancing of security, political, 
and economic interests. Reconstruction cannot proceed on a large scale 
without the requisite security to protect those carrying out the proj-
ects and those overseeing them. In Iraq, the scope of reconstruction 
was too often unmatched by available security resources. To this day, 
Iraq’s reconstruction environment has never been truly “post-conflict.” 
Endlessly rebuilding in the wake of sustained attacks on reconstruction 
personnel and critical infrastructure proved to be a demoralizing and 
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wasteful proposition. To guide decisions on funding projects facing se-
curity threats, the U.S. government should analyze whether and at what 
costs those security risks can be mitigated. Projects should only proceed 
when senior leaders determine that the strategic objective they fulfill 
outweighs the risk of failure and the costs of mitigating security risks. 

		 •	 	Developing	the	capacity	of	people	and	systems	is	as	important	as	
bricks and mortar reconstruction. The CPA’s reconstruction program 
focused chiefly on large infrastructure projects aimed at improving service 
delivery. Little of its money was set aside to boost government capacity. 
The failure to pursue capacity-building efforts alongside infrastructure 
construction led to a crisis in sustainability that continues to this day. The 
deterioration of poorly maintained infrastructure projects after transfer to 
Iraqi control could end up constituting the largest source of waste in the 
U.S. reconstruction program. A robust capacity-development program 
implemented from the outset of the reconstruction effort could have 
helped obviate this circumstance. Such a program should be an essential 
component of future contingency relief and reconstruction operations. 

	 •	 	Soft	programs	serve	as	an	important	complement	to	military	opera-
tions in insecure environments. An emerging lesson from Iraq is that 
when violence is pervasive, soft programs—like those orchestrated by 
USAID and Provincial Reconstruction Teams—are especially important 
in advancing U.S. goals. Operating through Iraqi intermediaries reduced 
the exposure of reconstruction personnel to violent attack and helped de-
liver economic stimuli to local communities even when Coalition military 
forces were engaged in clearing operations. The apparent success of these 
programs, although often hard to quantify, highlights the extent to which 
social capital matters. Working through indigenous networks seems to 
increase community acceptance and provide a higher and more lasting 
degree of local security than military or private-security protection alone 
could achieve. Especially because many such programs operate out of view 
of most U.S. personnel, the selection of metrics and careful monitoring of 
expenditures are critical to ensuring value for the U.S. taxpayer.

	 •	 	Programs	should	be	geared	to	indigenous	priorities	and	needs. 
Host country buy-in is essential to reconstruction’s long-term suc-
cess. Much of the early and some later efforts in Iraq focused on large 
projects that were meant to benefit Iraqis directly. Other projects de-
vised new and more efficient systems for conducting business inside 
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the Iraqi government. In many cases, there was a lack of sufficient Iraqi 
participation in deciding how or what to reconstruct and ensuring that 
projects could be maintained afterwards. Detailed joint planning with 
Iraqi officials—perhaps the most important prerequisite for success 
after security—only gradually improved over time. 

	 •	 	Reconstruction	is	an	extension	of	political	strategy. The reconstruc-
tion experience in Iraq revealed deficiencies in how the U.S. government 
understands the dynamics of societies it seeks to influence through mili-
tary and non-military means. War, politics, and reconstruction are linked 
in ways that individuals within the government failed to appreciate in 
the opening years of the Iraq conflict. If war, as Clausewitz said, is an 
extension of politics by other means, so too is relief and reconstruction 
an extension of political, economic, and military strategy. In this regard, 
there is a distinct difference between pursuing reconstruction to catalyze 
long-term economic growth and deploying reconstruction to support a 
counterinsurgency campaign. 

Organizing the Interagency System for Contingency 
Relief and Reconstruction Operations

	 •	 	Executive	authority	below	the	President	is	necessary	to	ensure	the	ef-
fectiveness of contingency relief and reconstruction operations. The 
role of executive authority—and the lack thereof—over interagency 
coordination lies at the heart of the failures in the Iraq reconstruction 
program. The question of who was in charge, both in Washington and 
in Baghdad, was fiercely contested throughout the reconstruction effort. 
Was the CPA Administrator the President’s envoy or an employee of the 
Secretary of Defense? Was the ambassador to Iraq the President’s per-
sonal representative, with authority over all U.S. personnel and resources, 
or merely the chief State Department official? Do personnel on detail 
report through their agency chain of command or to the heads of em-
bassy sections? To what extent can the “lines-of-operation” coordinators 
designated by the ambassador and the commanding general task agen-
cies under their purview for support? The lack of unity of command in 
Iraq meant that unity of effort was seldom achieved. Too often, programs 
were designed to meet agency goals, rather than U.S. national interests. 
Stronger integration was needed not only between the military and civil-
ian agencies but also among the civilian agencies themselves. With weak 
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interagency cooperation an endemic feature of the U.S. national security 
system, reform efforts should press for structures that will promote the 
development of a unifying strategy with clearly delineated agency respon-
sibilities and adequate authority to enforce its execution. 

	 •	 	Uninterrupted	oversight	is	essential	to	ensuring	taxpayer	value	in	
contingency operations. In the absence of effective management by 
government officials, contractors in Iraq were often left in dangerous 
circumstances to carry out insufficiently defined contracts written by 
inexperienced contracting officers who lacked situational awareness. In 
this chaotic environment, it was, at times, difficult to differentiate between 
reliable contractors who could carry out good work and those whose ad 
hoc operations and lack of experience pointed to failure. As a result, con-
tractors fell into two clusters. Most companies responsibly complied with 
the requirements of their contracts, even if the U.S. administrative appa-
ratus did not make the best use of their capabilities. A relative few took 
advantage of the situation by committing fraud. In this context, uninter-
rupted oversight by inspectors general and the Congress—accompanied 
by adequately staffed quality-control and quality-assurance programs—is 
essential to ensuring the efficient and effective use of taxpayer dollars. 

	 •	 	An	integrated	management	structure	is	necessary	to	ensure	effective	
interagency reconstruction efforts. After the reconstruction program 
got underway in 2003, at least 62 offices and agencies ultimately be-
came involved in managing IRRF-funded projects.9 There were no 
interagency project management and information systems that could 
coordinate the activities of the hundreds of firms and subcontractors 
performing construction work orders at thousands of sites across Iraq. 
An integrated management structure—coupled with an interoperable 
information system—could have helped to ensure that programs and 
projects were planned and executed with effective communication, con-
trol, and cooperation. 

	 •	 	Outsourcing	management	to	contractors	should	be	limited	because	it	
complicates lines of authority in contingency reconstruction opera-
tions. By law, contractors report solely to the government contracting 
officers or the designated representatives of the agency that awarded 
the contract. In Iraq, authority for reconstruction plans and policy 
was given to the IRMO, under control of the ambassador. At the same 
time, contracting officers operating out of the PCO were under Defense 
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Department supervision and thus only nominally under the authority 
of the ambassador. The proliferation of contractors serving as manag-
ers and advisors in each of the offices raised questions regarding what 
constituted inherently governmental activity, and the extent to which 
oversight authority can be delegated to a contractor.

Contracting Mechanisms and Human Resources  
in Contingency Relief and Reconstruction Operations

	 •	 	The	U.S.	government	should	develop	new	wartime	contracting	rules	
that allow for greater flexibility. The United States needs contracting 
reform that enables U.S. dollars to be more effectively used in con-
tingency relief and reconstruction operations. A “Contingency FAR” 
should be developed by the Congress and the executive branch. The 
Federal Acquisition Regulation’s complicated contracting regulations, 
which can be modified by agency rules, should be knitted into a single 
set of simplified, uniform rules for conflict environments that all con-
tracting agencies would have to use. A much larger corps of well-trained 
and experienced contracting officers must also be developed and then 
maintained for deployment during all phases of contingency opera-
tions, including planning. Similarly, a diverse pool of contractors with 
expertise in post-conflict reconstruction should be pre-competed and 
pre-qualified to be available when a contingency operation begins.

	 •	 	The	U.S.	government	needs	a	new	human-resources	management	
system capable of meeting the demands of a large-scale contingency 
relief and reconstruction operation  Supplying adequate numbers of 
personnel with the requisite expertise emerged as a critical bottleneck 
early in the reconstruction effort. Employing experts to work temporar-
ily in Iraq often entailed long delays before their deployment, and many 
of those who finally arrived stayed for only three to six months. Although 
personnel recruitment improved somewhat as the reconstruction enter-
prise matured, at no time were there sufficient numbers of experienced 
advisors to meet Iraq’s critical capacity-building needs. Washington 
was unable to draw effectively on the extraordinary talent available in 
America to form a cadre of workers that combined private-sector ex-
pertise with academic knowledge and bureaucratic skill. Further, the 
failure to provide unambiguous authority to the Chief of Mission in 
NSPD 36 and the reluctance of the several chiefs of mission to exercise 
that authority made the effective cross-jurisdictional management of 
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personnel almost impossible. A uniform set of human resource rules that 
would apply to all federal personnel deployed for contingency opera-
tions is needed, as are stronger recruiting mechanisms and a large stable 
of ready-to-deploy personnel. 

	 •	 	The	U.S.	government	must	strengthen	its	capacity	to	manage	the	
contractors that carry out reconstruction work in contingency 
relief and reconstruction operations  Once Baghdad fell and the 
looting began, the scope of reconstruction quickly overwhelmed the 
U.S. government’s standing capacity to respond. The post-Cold War 
downsizing of USAID and military construction capacities increased 
reliance on the private sector. Neither the NSC, the CPA, nor the 
Pentagon could mobilize contractors fast enough as they struggled to 
comply with complex FAR regulations while awarding large cost-plus 
contracts. Nor were they able to provide the degree of government 
oversight that was necessary. The decision to reduce the number of 
warranted contracting officers during the ten years preceding the Iraq 
invasion proved particularly consequential.10 It became clear that the 
U.S. and international contractors hired by the CPA were not ready to 
quickly mount a large-scale reconstruction operation in a dangerous 
security environment.  

	 •	 	Diplomatic,	development,	and	area	expertise	must	be	expanded	
to ensure a sufficient supply of qualified civilian personnel in con-
tingency reconstruction operations. Despite the crucial need for 
diplomatic skills and development expertise in contingency relief and 
reconstruction operations, as well as for area experts fluent in local cul-
ture and politics, the civilian agencies that provide them proved unable 
to staff the number of positions needed in Iraq. The Iraq reconstruction 
experience illustrates the extent to which civilian agencies do not have 
the capacity to project power abroad. Cuts at USAID have halved the 
number of permanent government employees at that agency, severely 
attenuating its technical competence and managerial facility.11 To rem-
edy this weakness, Secretary of Defense Robert Gates has called for a 
“dramatic increase in spending on the civilian instruments of national 
security.”12 The Congress and the President should consider a long-term 
strategy for building technical and area expertise in the government’s 
civilian diplomatic and development agencies and creating mechanisms 
for deploying such capabilities abroad in times of crisis and peace.
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•  •  •

The following Afterword suggests ways the hard lessons of Iraq reconstruction can 
be addressed further, focusing on the Reconstruction and Stabilization Civilian 
Management Act of 2008, which the Congress recently passed to enhance the 
ability of the United States to carry out contingency relief and reconstruction 
operations abroad.
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Afterword
Reforming Contingency Relief and 
Reconstruction Operations

History will judge the war against Iraq not by the brilliance 
of its military execution, but by the effectiveness of the post-
hostilities activities.*

Lieutenant General Jay Garner  
Director of ORHA (2003)

Since the Marshall Plan transformed Europe after World War II, the United 
States has undertaken large and small contingency relief and reconstruction 
operations in countries from Bosnia and Haiti to Sri Lanka and Somalia. Every 
President since Harry Truman has faced at least one contingency requiring the 
deployment of civilian and military resources abroad. Even so, the government as 
a whole has never developed a legislatively sanctioned doctrine or framework for 
planning, preparing, and executing contingency operations in which diplomacy, 
development, and military action all figure. 

On October 14, 2008, the President signed into law “The Reconstruction 
and Stabilization Civilian Management Act of 2008” (RSCMA), as part of the 
Duncan Hunter National Defense Authorization Act for 2009. It is the most 
significant congressional legislation ever passed regarding the structure of and 
planning for contingency relief and reconstruction operations.1 

RSCMA addresses a number of recommendations for contingency operations 
reform that SIGIR put forward in its three previous lessons learned reports.2 Most 
notably, the Act creates a structure to address planning, personnel, and program 
management needs. The Act places responsibility for preparing the civilian side 
of contingency relief and reconstruction operations within the Department of 
State and directs the Secretary of State—in consultation with the Administrator 
of USAID—to develop an interagency strategy for executing reconstruction and 
stabilization operations.3

RSCMA provides for a presidentially appointed, Senate-confirmed 
Coordinator for Reconstruction and Stabilization, whose significant duties and 
responsibilities include:

• coordinating the development of interagency contingency 
plans and procedures to mobilize and deploy civilian personnel 

* ORHA, “A Unified Mission Plan for Post-Hostilities Iraq,” April 2003.
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and conduct reconstruction and stabilization operations for 
various types of crises

• identifying personnel in state and local governments and 
in the private sector who are available to participate in the 
Civilian Reserve Corps or otherwise participate in reconstruc-
tion and stabilization activities

• taking steps to ensure that training and education of civilian 
personnel to perform reconstruction and stabilization activi-
ties are adequate and are carried out, as appropriate, with other 
agencies involved with stabilization operations

• planning, in conjunction with USAID, to address require-
ments, such as demobilization, disarmament, rebuilding of 
civil society, policing, human rights monitoring, and public 
information, that commonly arise in reconstruction and sta-
bilization crises

• maintaining the capacity to field on short notice an evalua-
tion team consisting of personnel from all relevant agencies to 
undertake on-site needs assessments4

The Act further states that the Secretary of State, in consultation with the 
USAID Administrator, may create a Response Readiness Corps and a Civilian 
Reserve Corps. The Response Readiness Corps, if formed, “shall be composed of 
active and standby components consisting of United States Government person-
nel, including employees of the Department of State, the United States Agency 
for International Development, and other agencies.” The Civilian Reserve Corps, 
if formed, shall employ and train “individuals who have the skills necessary for 
carrying out reconstruction and stabilization activities, and who have volunteered 
for that purpose.”5

A Giant First Step
The new architecture created by RSCMA establishes in U.S. law reforms that 
the President set in motion when he signed NSPD 44, which assigned the State 
Department the lead in managing government-wide civilian preparation for 
contingency operations.6 The duties that must now be carried out by the State 
Department’s Coordinator for Reconstruction and Stabilization (S/CRS) are 
monumental. The coordinator’s office must monitor activities worldwide, pre-
pare contingency plans, coordinate the development of relief and reconstruction 
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strategy across the government, and perform human-resources functions (re-
cruitment, training, equipping) on a grand scale. But without adequate funding 
and a large staff, S/CRS will not be able to accomplish all these tasks. Three things 
are necessary to fulfill the Act’s purpose.

First, the Congress must provide appropriations suitable to meet the RSCMA 
mandate. Some of the necessary funding may come from the President’s Fiscal 
Year 2009 Budget Request to the Congress, which included $249 million for a 
Civilian Stabilization Initiative that would vastly improve the civilian partnership 
with United States Armed Forces in post-conflict stabilization situations.7 But 
the new Congress should address the funding mandates contained in RSCMA 
with all due speed.

Second, more must be done to ensure that the interagency coordination and 
integration required by RSCMA actually occurs. The State Department’s S/CRS 
office was initially created in June 2004 to lead civilian planning for contingency 
operations, but it has been hamstrung both by weak budgets and a lack of author-
ity. Only in late 2008, more than four years after its creation, were the office’s 
proposals for government-wide reform beginning to gain any traction.8 Even 
though the Congress has now written the roles of S/CRS fully into law, its ability 
to foster change across the government remains unproven, and many of the same 
structural obstacles remain. Contingency relief and reconstruction operations 
are not inherently the function of any single department, and the concept has no 
single constituency in the Congress, whose oversight committees are organized 
along departmental lines.9 

The Department of Defense, usually the largest player in contingency relief 
and reconstruction operations, has pursued its own course toward enhancing its 
capacities for such operations. DoD Directive 3000.05, issued in November 2005, 
provided that “stability operations are a core U.S. military mission” that “shall be 
given priority comparable to combat operations and be explicitly addressed and 
integrated across all DoD activities.” The directive assigns the military depart-
ments responsibility to conduct contingency relief and reconstruction operations 
if civilian agencies cannot.10 In response to this directive, USACE has strengthened 
its engineering support to combatant commands and enhanced its own capac-
ity to deploy divisions specializing in post-conflict reconstruction.11 In addition, 
the Army has made stability operations a central part of its doctrine.12 However, 
progress toward meeting the goals of directive 3000.05 has been uneven, as noted 
by many reports, including the Gansler Commission on Contracting.13 

Third, the Administration should work to revise and integrate the civilian 
and military components of contingency relief and reconstruction operations. 
The President and the relevant cabinet secretaries should ensure that all 
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agencies—especially Defense and State—better integrate the structure and 
resources for contingency relief and reconstruction operations. The Iraq recon-
struction experience was characterized by a continuing and disabling lack of 
coordination among the government agencies, contractors, and other organiza-
tions involved. As much as any other factor, this lack of coordination—arising 
from weak integration—kept the U.S. program from achieving its objectives. 
Only by strengthening agency integration and preparation can the United States 
move toward the “jointness” necessary for successful contingency operations.

Unity of Command and Unity of Effort
The Iraq reconstruction experience makes clear that contingency relief and 
reconstruction operations are inherently complicated, and that they require 
coordinated and cross-jurisdictional structures, planning, resources, and man-
agement. This broaches a difficult conundrum—finding a way to achieve unity 
of command in a multi-agency operation. The military has the security role; State 
has the diplomatic mission; USAID provides humanitarian relief and develop-
ment expertise; and other agencies have specific missions. Although roles may 
adjust as conditions change, agency personnel always report to their department 
heads in Washington. This chain of command, as it currently stands, will inevita-
bly exert a countervailing force on interagency coordination.

As General Petraeus said:

State is never going to put an ambassador under a general, and 
DoD is never going to put a general under an ambassador. So 
you have to resolve to work together. You have to make way 
and pull together and be joined at the hip. You have to have 
unity of purpose is the bottom line.14 

When unity of command is missing and unity of purpose does not foster unity 
of effort, a solution can only be implemented at the top. Interagency working 
groups operating at several levels across the government can and do make deci-
sions that affect many departments and agencies. But under the current system, 
only the President has the decisive authority necessary to require interagency 
coordination for contingency relief and reconstruction operations. 

The Iraq endeavor fell short on many occasions because the absence of unity 
of command prevented unity of effort. Too often, agencies and offices worked in 
their respective stovepipes without ensuring that their activities fully supported 
U.S. goals and objectives and avoided duplicating other agencies’ efforts. The 
NSC apparently was powerless to break many of the logjams that occurred.
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The Project on National Security Reform, under the auspices of the Center 
for the Study of the Presidency, recently issued a report that noted: “Presidential 
intervention to compensate for the systematic inability to integrate or resource 
missions well centralizes issue management and burdens in the White House.” 
The fact that “integration across disciplines is left to the President” has serious 
consequences; the government often cannot coordinate its own actions in a con-
tingency environment.15 A new integrated interagency management system for 
contingency relief and reconstruction operations is necessary to ensure their 
future success.

As the Iraq reconstruction experience demonstrates, the U.S. government was 
neither prepared for nor able to respond to the ever-changing demands of the con-
tingency relief and reconstruction mission it faced in Iraq. Reform of U.S. policy 
for contingency operations—embodied in RSCMA—is a prerequisite for future 
success. As Secretary of Defense Robert Gates observed, “In recent years the lines 
separating war, peace, diplomacy, and development have become more blurred, 
and no longer fit the neat organizational charts of the 20th century.”16 The inevi-
tability of future contingency relief and reconstruction operations after or during 
conflict, disaster, or political chaos demands that the U.S. government develop new 
ways of preparing for and managing the projection of civil-military power. 

The President and the Congress should take further steps toward achieving 
this goal. Time and resources must be devoted to assembling a sound doctrine 
for contingency relief and reconstruction operations and for developing the 
capabilities throughout the government to carry them out. Great effort, reflec-
tion, and imagination could put the Iraq reconstruction experience to good use, 
yielding new structures, resources, and approaches that apply and build on the 
hard lessons learned in Iraq.



Annexes
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Annex A
The Genesis and Methodology of Hard Lessons

Genesis of the Project
The Special Inspector General for Iraq Reconstruction (SIGIR) is the successor 
to the Coalition Provisional Authority Inspector General (CPA-IG), which was 
created by the Congress in November 2003. The Congress created SIGIR in 
October 2004 by amendment to Public Law 108-106. The agency’s mandate, 
expanded several times by the Congress, is the oversight of the use of reconstruc-
tion funds for Iraq, most notably the two Iraq Relief and Reconstruction Funds 
(IRRF 1 and 2) and the Iraq Security Forces Fund, the Commander’s Emergency 
Response Program, and the Economic Support Fund. To carry out this mandate, 
SIGIR conducts audits, inspections, reviews, and investigations.1 

SIGIR’s work is embodied in quarterly reports to the Congress, audit re-
ports, project assessment reports, congressional testimony given by the Special 
Inspector General, and the SIGIR Lessons Learned Initiative. SIGIR’s lessons 
learned reports capture and apply the lessons learned from the Iraq reconstruction 
experience, comporting with SIGIR’s congressional mandate to provide advice 
and recommendations that “promote economy, efficiency, and effectiveness in 
the administration of [reconstruction] programs and operations” in Iraq.2

The SIGIR lessons learned initiative began with “Lessons Learned in Human 
Capital Management” (released in February 2006), the development of which 
included a day-long forum at Johns Hopkins University on September 20, 2005, 
where more than 30 experts, many of whom served in Iraq, discussed issues of 
human capital policy, recruitment, retention, and continuity of staff, among other 
issues that related to personnel in Iraq reconstruction programs. Similar sessions 
were part of SIGIR’s two subsequent lessons learned reports: Contracting and 
Procurement (released in July 2006) and Program and Project Management 
(released in March 2007).3 Shortly after the second report’s release, SIGIR began 
work on a more-comprehensive narrative of the reconstruction effort, focusing 
on the major events that shaped its course and the central themes that emerged 
from the program, aiming to produce a cumulative report on lessons learned 
from Iraq reconstruction.

Hard Lessons is that report, capping SIGIR’s Lessons Learned Initiative. It 
seeks to answer the following questions:

•  How—and how well—did the U.S. government meet its 
mission to restore Iraq’s infrastructure and economy, rebuild 
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the country’s military, foster civil society, and establish dem-
ocratic institutions?

•  What lessons have been learned that can guide the United 
States in making future contingency relief and recon-
struction operations more coordinated, efficient and thus 
successful?

Methodology
The Hard Lessons team drew on SIGIR’s audits, investigations, inspections, and 
other reports to root the book’s findings in the broader context of the U.S. mis-
sion in Iraq. Its members used government archives, including the unclassified 
documentary record from ORHA, the CPA, and the U.S. Embassy Baghdad, as 
well as those records in the Departments of Defense and State, USAID, and the 
White House that relate to Iraq reconstruction. Further documentary resources 
included USAID contractor reports and data from the Project Contracting Office 
and the U.S. Army Corps of Engineers Gulf Region Division.

It should be noted that this report is not an audit product. Its methodology 
differs from the standards set for audit reports, which use generally accepted 
government auditing norms, issued by the Comptroller General of the United 
States—the head of the U.S. Government Accountability Office. SIGIR’s histori-
cal account of reconstruction is also drawn from a wider range of source material, 
including books, articles, and reports by scholars, think tanks, and individuals 
who were participants in the effort.

This documentary evidence, however useful, can tell only part of the story 
of Iraq’s reconstruction. The account was greatly strengthened by hundreds of 
interviews conducted by SIGIR staff and the Special Inspector General. These 
provided a great deal of information on when key decisions were made, why 
they were made, and what their consequences were. Efforts were made to in-
terview key Iraqi officials, as well as American and Coalition participants. The 
writers made every attempt to balance the statements of individual interviewees 
with other sources, so that conclusions were not based solely on the memory or 
opinion of one person. 

Research was conducted mainly in SIGIR’s offices in Arlington, Virginia, 
but also included several staff trips to Iraq between 2006 and 2008. These trips 
yielded many interviews with U.S. and Coalition personnel, contractors, Iraqi 
government officials, and Iraqi private citizens. 

The Special Inspector General interviewed key civilian and military leader-
ship, including virtually all of the high-ranking officials from the Departments of 
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State and Defense, the U.S. Agency for International Development, and the U.S. 
Army Corps of Engineers involved in Iraq reconstruction. Among these were the 
current and former commanding generals of Multi-National Force-Iraq and the 
current and former U.S. ambassadors to Iraq. 

While in Iraq, team members observed reconstruction first-hand as they visited 
military civil affairs units, the Army Corps of Engineers, military brigades, NGOs, 
and contractors working on behalf of the U.S. mission. Team members, along with 
staff from SIGIR’s audits, inspections, and investigations directorates, conducted 
site visits at major reconstruction institutions and projects in cities across Iraq.

In addition, SIGIR researchers consulted scholars who are conducting simi-
lar projects. Dr. Gordon Rudd, the ORHA/CPA historian, graciously agreed 
to provide access to his many interviews of key officials. The United States 
Institute of Peace, the Center for Strategic and International Studies, and the 
Center for Army Lessons Learned also provided interview transcripts and other 
documentation. 

The report’s major conclusions were presented to and discussed by a diverse 
group of experts on April 30, 2008, at a peer roundtable hosted by the Center for 
Strategic and International Studies. Participants included experts on Iraq and recon-
struction from academia, major Washington think tanks, nonprofit organizations, 
and U.S. government agencies. Representatives attended from the Departments 
of State and Defense, USAID, the U.S. Institute of Peace, the U.S. Army Corps of 
Engineers, the Government Accountability Office, the Army’s Peacekeeping and 
Stability Operations Institute, and the National Defense University. 

The project was also ably served by the ongoing advice of outside reviewers. 
Several editorial advisors—all experts in the field of post-conflict operations—
commented on drafts at various points in the project and met four times in 2007 
and 2008 to review chapter drafts and provide advice on the project’s direction. 
This project also had the benefit of insights from individuals both inside and 
outside of government who made helpful comments on early drafts. In addition, 
officials from SIGIR’s audits, investigations, and inspections divisions provided 
the writing team with invaluable help at various stages of the drafting process. 

Lastly, SIGIR asked stakeholder agencies to vet a final draft. Copies were sent 
to the Departments of State and Defense, USAID, and the U.S. Army Corps of 
Engineers. While this occurred formally near the end of the editing process, all of 
these agencies were involved in the project at various times along the way. Their 
staffs provided helpful technical and analytical observations that were subse-
quently integrated into the text.
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Oversight of Reconstruction 
Programs and Expenditures

Since 2003, the U.S. Congress has appropriated more than $50 billion for the 
support of relief and reconstruction efforts in Iraq, including the restoration 
of the country’s oil and electricity sectors, the establishment of new security 
forces, and the strengthening of Iraq’s capacity to govern itself.1 A number of 
federal agencies—including SIGIR, the U.S. Army Audit Agency, the Inspectors 
General of the Departments of Defense, State, and USAID, and the Government 
Accountability Office—have conducted oversight of and reporting on the expen-
diture of funds for Iraq relief and reconstruction activities.2 

This extensive body of work is available in studies, reports, audits, inspections, 
and congressional testimony covering issues that arose during the expenditure 
of U.S. government funds for or in Iraq. They range from the meticulous analy-
sis of specific projects to broad overviews of entire programs and sectors. Most 
included recommendations for improving the management of reconstruction 
efforts now and in the future. 

In 2008, the Congress established the independent, bipartisan Commission on 
Wartime Contracting to study U.S. wartime contracting in Iraq and Afghanistan. 
Its mandate is to study, assess, and make recommendations concerning con-
tracting for “the reconstruction, logistical support, and performance of security 
functions” in both theaters from 2003 to the time of the commission’s final report 
in 2010. Its objectives include assessing “the systemic problems identified with 
interagency wartime contracting,” identifying instances of waste, fraud, and abuse 
and “ensuring accountability for those responsible.3 

The tension inherent in maintaining financial accountability while achieving 
foreign policy objectives has long had a place in the history of nations. In an iconic 
letter, the Duke of Wellington asked the British Foreign Office in 1812 if he was to 
“train an army of uniformed clerks in Spain for the benefit of the accountants…
in London or, perchance, to see to it that the forces of Napoleon are driven out 
of Spain.” He had, he said, accounted for every farthing, “with two regrettable 
exceptions.” One, he claimed, was a “hideous confusion as to the number of jars 
of raspberry jam issued to a cavalry regiment during a sandstorm in Western 
Spain,” and the other a shilling-and-nine-pence unaccounted for in a battalion’s 
petty cash. “This reprehensible carelessness,” Wellington wrote, “may be related 
to a pressure of circumstance, since we are at war with France, a fact which may 
come as a bit of surprise to you gentlemen in Whitehall.”4
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Those overseeing and reporting on the expenditure of billions of U.S. dol-
lars appropriated for the reconstruction of Iraq had to face many of the same 
challenges faced by the reconstruction managers themselves, particularly in pro-
viding an adequate number of personnel to accomplish oversight work. Given 
the vicissitudes of the reconstruction effort—which was dogged from the start 
by persistent violence, shifting goals, constantly changing contracting practices, 
and undermined by a lack of unity of effort—a complete accounting of all recon-
struction expenditures is impossible to achieve. 

Oversight of the Iraq reconstruction program began slowly. No oversight 
plan accompanied either Lieutenant General Garner or Ambassador Bremer as 
they went to Baghdad to head the Office of Reconstruction and Humanitarian 
Assistance and the Coalition Provisional Authority, in April and May of 2003. 
During the run-up to war and the initial months following the invasion, oversight 
did not exist, with the notable exception of limited efforts by the USAID OIG. 
USAID included an IG as part of the Iraq Task Force set up within the agency 
during the planning phase in advance of combat operations. 

USAID OIG staff went into Iraq ahead of other federal oversight agencies, estab-
lishing a Baghdad office in the early summer of 2003. At first, the office was staffed 
by assignments on a three-month temporary duty (TDY) rotation basis until July 
2004; at that point, it became permanent and tour length became more regular.5 

During its short duration, ORHA had no IG dedicated to provide oversight of 
its reconstruction programs. For the CPA, Ambassador Bremer, in June of 2003, 
appointed an interim IG—a single official on loan from the DoD OIG—but 
he had no staff and the IG had very little effect. An Iraq-specific oversight pres-
ence, with a clear mandate, was not created until passage of the law that funded 
the second tranche to the Iraq Relief and Reconstruction Fund in November 
2003—the CPA-IG, which later became SIGIR.6

The Federal Oversight Agencies in Iraq

USAID
Until the March 2004 arrival in Baghdad of CPA-IG’s first auditors, inspec-
tors, and investigators, the USAID OIG was the only IG to house a fully staffed 
in-country office in Baghdad. The USAID OIG had institutional experience in 
conducting oversight abroad. Since 2008, the office has conducted audits of the 
contracts comprising most of the USAID-based effort in Iraq. The USAID OIG 
released its first Iraq audit in March 2004, followed by audits of the first ten Iraq 
reconstruction contracts issued by the agency. Although the audits identified 
some minor irregularities, they found no substantial problems and lauded USAID 
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staff for their performance under the trying circumstances in which contracts 
were awarded and executed. As of the end of 2008, the office had released a total 
of 28 Iraq audits reporting on both “hard” and “soft” infrastructure programs.7

Government Accountability Office
The Government Accountability Office (GAO) is charged with enabling the 
Congress to meets its constitutional responsibility to ensure that federally pro-
grammed funding is expended properly for its legislated purpose and used for the 
benefit of the American people. By 2008, GAO’s responsibilities in Iraq had sub-
stantially increased since the planning stages of the Iraq war. Since January 2002, 
GAO has produced more than 160 testimonies and reports on the Iraq war. More 
than 100 of these reports specifically targeted reconstruction issues. The agency’s 
remaining reports on Iraq focused heavily on military or veterans’ affairs.8 

Department of State Office of the Inspector General
DoS OIG conducted five Iraq reconstruction-related reviews in 2004; three of 
them addressed routine aspects of embassy operations. In 2005, DoS OIG is-
sued fourteen Iraq-related reports on topics ranging from a review of the U.S. 
Embassy in Baghdad to Iraqi police training. Seven reports were released in 
2006, five of which dealt with indirect cost rates (such as the costs of operating 
and maintaining facilities and equipment and administrative salaries). The other 
two focused on Department of State contracting procedures. In 2007, the office 
released three Iraq reports, examining the Iraqi Police contract with the Bureau 
of International Narcotics and Law Enforcement (a joint audit with SIGIR), the 
delivery of security services by DynCorp International, and projects conducted 
by the National Endowment for Democracy. By the end of 2008, the DoS OIG 
had issued 33 Iraq audits.9

Department of Defense Office of the Inspector General 
The DoD OIG role in oversight of Iraq reconstruction, governance, and security 
efforts included supporting other DoD audit and investigative organizations. 
DoD OIG did the first auditing on Iraq contracting.10 Between 2004 and the 
end of 2008, DoD OIG produced 46 audits relating to Iraq reconstruction, and 
many others related to military operations in Iraq.11 In July 2008, a DoD OIG 
report on recommendations made by the panoply of audit agencies regarding 
oversight in Iraq identified the “most prevalent” systemic management and 
performance challenges. These included: contract management and resource 
limitations; asset accountability; and financial management, including accuracy 
of cost reporting and accountability.12
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U. S. Army Audit Agency 
Between May 2004 and the end of 2008, USAAA—which effectively serves as the 
internal auditor for the Secretary of the Army— released 61 Iraq reports or audits. 
The major focus of the agency’s oversight efforts has been various aspects of the 
Logistics Civil Augmentation Program (LOGCAP), which was the contracting 
mechanism for approximately half the Army’s Iraq reconstruction-related work. 
The agency has also examined various other programs, such as the Commander’s 
Emergency Response Program, as well as the procurement and repair of military 
and logistical equipment.13

Like many other agencies, USAAA did not initially send auditors to Iraq and 
when they were finally deployed, their numbers fluctuated. By the fall of 2005, 
nine were working in Iraq and six in Kuwait. In April 2006, fourteen were assess-
ing LOGCAP contracts in both places; that number fell to eleven by July 2006 
and was down to four at the end of 2006, although it increased to 29 following 
the holiday season.14 During the summer of 2007, USAAA had seven auditors 
working in Iraq and six others working on LOGCAP in Kuwait. As of September 
30, 2008, a staff of seventeen auditors worked in Iraq and seven in Kuwait.15 

Defense Contract Audit Agency 
With a staff of more than 4,000 in 300 field offices across the world, the Defense 
Contract Audit Agency (DCAA)—which effectively serves as internal auditor 
for the Comptroller of the Department of Defense—is a major force for account-
ability of contracts awarded by the Department of Defense.16 Although the audits 
are not generally public documents, DCAA has conducted thousands of audits on 
Iraq reconstruction, including some undertaken in coordination with SIGIR. 

Early in the reconstruction program, the DCAA alerted the DoD OIG to 
irregularities it had noticed in contracts awarded by the Defense Contracting 
Command-Washington for ORHA and CPA. A subsequent review found that, 
although procedural shortcuts had led to less than full accountability, contract-
ing officers had not acted in bad faith. The commander of Defense Contracting 
Command-Washington wrote that it would be “unconscionable to recommend 
that administrative action be taken against the contracting officials and not hold 
senior officials responsible for generating the demands.”17 

Later DCAA reviews identified more serious problems. In early 2006, a con-
troversy arose over the near-full payment of fees of $263 million billed by the 
contractor KBR for oil-sector work, including what appeared to be exorbitant 
charges for transporting fuel to Iraq from Turkey and Kuwait. DCAA auditors 
raised serious questions about these charges.18 Although a 2004 audit reported 
that the costs were inflated and not supported by documentation, the Army 
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decided to pay KBR all but $10.1 million of those contested costs. That meant 
the Army withheld payment on just 3.8 percent of the charges questioned by the 
Pentagon audit agency, far below the rate at which the agency’s recommendation 
is usually followed or sustained by the military.19

The Special Inspector General for Iraq Reconstruction 
Some six months after the CPA took over the reconstruction mission in Iraq, 
the Congress created the office of the CPA-IG, through the November 2003 
IRRF 2 legislation.20 Had an operational IG been in place from the start of CPA, 
irregularities discovered post hoc might have been prevented. During the ORHA 
and early CPA periods, there were frequent uses of procedural shortcuts and 
liberal interpretation of federal acquisition regulations, leading to contracting 
irregularities. Some—but not all—of these can be understood in light of the 
exigencies associated with jump-starting Iraq’s reconstruction program in a 
wartime environment. An audit criticizing the CPA oversight of $8.8 billion in 
Development Fund for Iraq money provided to Iraqi ministries was challenged 
by Ambassador Bremer on exactly those grounds, arguing that it was unrealistic 
to demand anything else in the midst of a country in chaos.21

During the process leading to passage of IRRF 2 legislation, a lively debate 
in the Senate followed the introduction by Senator Robert Byrd (D-WV) of an 
amendment proposing that the GAO audit the CPA. Although some senators 
thought that enough oversight already existed, and that the GAO would serve 
as the default oversight agency, a number were in favor of even more stringent 
oversight to be conducted by a Special Inspector General. Senator Russ Feingold 
(D-WI) introduced an amendment that proposed setting aside $10 million for 
the creation of the Office of Inspector General for the CPA. When the bill went 
to conference, the Feingold amendment was ultimately adopted.22

The legislation gave the CPA-IG the same powers as other federal agency 
inspectors general, but President Bush, in his signing statement, added some 
restrictions. He said that the IG was to refrain from “initiating, carrying out, or 
completing an audit or investigation, or from issuing a subpoena, which requires 
access to sensitive operation plans, intelligence matters, counterintelligence mat-
ters, ongoing criminal investigations by other units of the Department of Defense 
related to national security, or other matters the disclosure of which would con-
stitute a threat to national security.” The statement added, however, that the 
Secretary of Defense “may make exceptions to the foregoing direction in the 
public interest.”23 The restrictions never impeded CPA-IG or SIGIR’s work.

The IG was appointed on January 20, 2004, and the first CPA-IG auditors ar-
rived in Baghdad in mid-March 2004, just over three months before the CPA was 
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to close its doors. The transfer of sovereignty to the Iraqi Interim Government, 
which took place on June 28, 2004, started the clock toward the sunset of the 
CPA-IG—which was scheduled to occur six months after the CPA’s demise.24

 In June 2004, Robin Cleveland, Deputy Director of the Office of Management 
and Budget, put forward a plan to transfer the CPA-IG’s oversight responsibilities 
to the IGs of USAID, the Department of State, and the Department of Defense. 
However, in October 2004, again at Senator Feingold’s impetus, the Congress 
took oversight in a different direction by passing a new law that transformed the 
CPA-IG into the Special Inspector General for Iraq Reconstruction and giving it 
oversight responsibilities for all IRRF 2 relief and reconstruction dollars.25

SIGIR initiated new oversight activities under its mandate to report on IRRF 
2. Independent accountability in Iraq was buttressed by the full-scale staffing 
of SIGIR, the development of innovative oversight practices by a new staff of 
inspectors, a focus on timely performance auditing rather than ex post facto fi-
nancial review, and on increased coordination among executive-branch audit 
and investigative agencies overseeing Iraq. 

Audits and Inspections: SIGIR has produced more than 250 audits and inspec-
tions since 2004, covering a range of reconstruction issues, including contracting, 
anticorruption, funding obligations, asset transfers, and the Iraqi Security Forces. 
The purpose of SIGIR audits has been to determine whether programs and 
operations funded by the United States are being managed efficiently and ef-
fectively and to promote effective change through “real time” reporting.26 

SIGIR’s inspections focus on the construction and/or sustainment of specific 
projects. Assessments determine if project components were adequately designed 
before construction or installation, if construction or rehabilitation adequately 
met the standards of the design, if the contractor’s quality-control plan and the 
U.S. government’s quality-assurance program were adequately carried out, if 
project sustainability and operational effectiveness were adequately addressed, 
and if project results were consistent with the original objectives.27 

In July 2008, SIGIR issued a capping report prepared by its audits director-
ate that identified key recurring systemic management issues identified in the 
agency’s audits of Iraq reconstruction efforts. Four broad issues, which fed into 
and are widely evinced in Hard Lessons, were seen as central contributing causes 
to the deficiencies noted in the body of SIGIR’s audit work:

•  The difficulty of implementing reconstruction programs 
in an insecure environment points to the need for a better 
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understanding of the potential impact of the lack of security 
on contingency reconstruction efforts.

•  The lack of an integrated management structure that pro-
vides clear lines of authority, interagency coordination, and 
program accountability impacted the successful delivery of 
projects.

•  The need to attract, develop, and retain qualified program 
and contract-management personnel was not anticipated 
and worked against the effective implementation of recon-
struction programs.

•  Working closely with host-country government officials 
and other groups is essential in developing reconstruction 
projects and programs that will—and can be—accepted and 
maintained.

Understanding these issues, the report states, is “critical to avoid repeating them 
in the future.” Their prevalence in Iraq “contributed significantly to reduced pro-
gram effectiveness and increased the potential for fraud, waste, and abuse.”28

Investigations: In addition to audits, inspections, and the lessons learned initia-
tive, SIGIR undertook a number of criminal investigations, with more than 370 
cases opened between the agency’s inception and the end of 2008. At that time, 
SIGIR had 67 open investigations, more than 30 of which had been assigned to 
prosecutors at the Department of Justice. The investigatory work of SIGIR had 
also resulted in eighteen arrests, seventeen indictments, thirteen convictions, and 
five imprisonments. The investigators’ work yielded fines, forfeitures, recoveries, 
and restitution of more than $17 million.29 

Lessons Learned Initiative: SIGIR’s Lessons Learned initiative first focused on 
three main areas of Iraq reconstruction: human capital management, contracting 
and procurement, and program and project management. Three reports were 
issued in February 2006, July 2006, and March 2007—the latter two at hearings 
before the Senate Homeland Security and Governmental Affairs Committee. The 
initiative’s purpose was to identify significant challenges in reconstruction and to 
identify actionable recommendations to improve the overall reconstruction ef-
fort. Much of the data, documentation, and personal observations supporting the 
lessons-learned conclusions were gleaned from a series of forums which brought 
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together experts representing the full spectrum of agencies, organizations, and 
individuals participating in the reconstruction of Iraq.30 

The reports have led to legislative and executive action to improve both Iraq’s 
ongoing reconstruction and the government’s approach to managing contin-
gency contracting and operations. For example, the Office of Federal Procurement 
Policy adopted SIGIR’s contracting recommendation as guidance for contingency 
situations. The Accountability in Government and Contracting Act, introduced by 
Senator Susan Collins (R-ME) and unanimously approved by the Senate in 2007, 
proposed implementation of a number of SIGIR’s recommendations.31

Quarterly Reports: SIGIR’s quarterly reports to the Congress provide a snap-
shot of the current state of Iraq reconstruction. Twenty reports have been issued 
between March 2004 and January 2009. They break down reconstruction prog-
ress by sector and funding stream, with a focus on IRRF-funded programs and 
projects. Published 30 days following the end of each quarter of the fiscal 
year, the reports summarize SIGIR findings, including audits, inspections, 
investigations, and analysis of data and developments related to Iraq re-
construction progress, as well as a summary of oversight conducted by 
other agencies. The activities of the IG during each quarter and updates 
on various SIGIR initiatives are also reported.32 

Interagency Initiatives
As the number of oversight agencies deploying auditors and inspectors to Iraq 
increased after 2003, SIGIR spearheaded several coordinating bodies to en-
sure that duplicate work did not take place and to provide additional support 
to incoming agencies. These include: the Iraq Inspectors General Council, the 
Iraq Accountability Working Group, the Special Investigative Task Force for 
Iraq Reconstruction, and the International Contract Corruption Task Force. 
Each body has a specific purpose, but all provide a forum for discussion and col-
laboration on oversight efforts in Iraq. For example, the Iraq Inspectors General 
Council—based in Arlington, Virginia—is a vehicle for collaboration among the 
IGs and staff of the many agencies involved in using and overseeing IRRF 2; the 
Iraq Accountability Working Group also coordinates audit efforts in Baghdad. 
The Special Investigative Task Force for Iraqi Reconstruction—a partnership 
including the IRS, FBI, Department of Homeland Security, and the Department 
of State IG—pursued the Bloom/Stein conspiracy and followed a number of 
leads arising from that case. The International Contract Corruption Task Force 
is a group of federal agencies that combines resources to investigate and pros-
ecute cases of contract fraud and public corruption in U.S. government spending 
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on Iraq reconstruction. In addition to SIGIR, it includes the Defense Criminal 
Investigate Service, U.S. Army Criminal Investigations, and the IGs of the State 
Department and USAID.

Oversight of contingency operations is important and must begin early in 
their planning. Although there is a trade-off between operational necessity and 
accounting accuracy during conflict, the danger that huge amounts of money 
may be potentially wasted or stolen makes it essential to provide a meaningful 
and robust oversight presence in contingency operations. All future post-conflict 
reconstruction plans should include a strong oversight function to make sure 
American taxpayers’ money is properly used to achieve the nation’s objectives.
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