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Provincial
reconstruction
teams

Economic Development
Provincial Reconstruction Team
provincial reconstruction
teams

Democracy/Governance

The Provincial Reconstruction Team (PRT)
program is the most important governance
capacity-building program currently managed
by the United States in Iraq.
The program comprises integrated, multidisciplinary teams of Coalition civilian and
military personnel who teach, train, and mentor
provincial and local government officials in
economic development, governance, rule of law,
reconstruction, and political reconciliation.146
The PRT program’s objectives include
Security/Justice
Capacity
Development
improving stability, increasing
local
institutional
capacity, facilitating reconstruction activities,
and executing strategic communications at the
local and provincial levels.147

PRT Mission Expansion

Along with the military surge, which began in
January 2007, came a “civilian surge” that saw
15 new PRTs embedded in Army maneuver
brigade combat teams (BCTs). The mission of
embedded PRTs (ePRTs)—which are directed
by BCT commanders—differs from the original
PRTs, as does their employment doctrine. The
ePRTs support field commanders by carrying
out economic and capacity-building initiatives
that complement BCT security operations. They
Water
are located primarily in the same battle space
as the surge BCTs: Baghdad, Anbar, and Diyala
provinces.
The ePRTs add a notable new dimension to
the PRT program in that they primarily support
Original PRT Mission
counterinsurgency operations and will stand
The PRT program was established in 2005 as
down or relocate as their respective BCTs are
a civil-military initiative overseen jointly by
withdrawn. They do not chiefly aim at proDoS and DoD. The program began with a plan
moting capacity-building activities. Rather, they
to create ten province-based PRTs and seven
focus on activities that potentially will win the
Provincial Support Teams (PSTs). PSTs are colo- loyalties of local populations.
cated with the PRTs and travel to provinces to
The expanded PRT program now comprises
engage provincial and local officials and conduct the 10 original PRTs, the 15 new ePRTs, and
capacity-building activities.
the 7 PSTs. Of the original 10 province-based
Transportation and
States, and 3 are
Health Care PRTs, 7 are led by the United
Refugees/Human
Rights
Communications
led by Coalition partners. Of the 15 new U.S.-led
ePRTs, 9 are located in Baghdad, 3 in Anbar, 1
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Figure 2.21

Provincial Reconstruction Team Program in Iraq
Source: SIGIR-07-015, “Review of the Effectiveness of the Provincial Reconstruction Team Program in Iraq” (October 2007)

opment

Dahuk

Provincial Reconstruction Team

Erbil
Ninewa

ment

in northern Babylon, 1 in southern
Water
Diyala,
and 1 in Wassit province.
Figure 2.21 shows the footprint
of the expanded PRT program in
Iraq.

PRT Funding

Care

as

Tameem

To date, almost $2 billion has been
appropriated for the PRT program,
Refugees/Human Rights
and nearly another billion has been
requested.148 PRT program activities receive support from the Eco- v 14
nomic Support Fund (ESF). Table 7/24/07
Approved by
PST
2.24 provides an overview of PRT SM
ePRT
funding, which has increased from
U.S.-led PRT
$700 million in FY 2006 to $1.104
Coalition-led PRT
billion in FY 2007—an increase of
Total
nearly 58%.
GRD’s PRT/PRDC program
Note: Locations are approximate.
has consistently received most of
the PRT allocations from each
Supplemental. This program funds reconstruction projects that the Provincial Reconstruction
Development Councils (comprised of local Iraqi
officials) select and that are then approved by the
National Embassy Team. For the percentage of
each Supplemental provided to both operational
and program-level funding, see Figure 2.22.
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Salah al-Din

Sulaymaniyah
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Baghdad
Anbar
Kerbala Babylon
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7
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7
3
32

Missan

Thi-Qar

Muthanna
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PRTs

Democracy/Governance

Economic Development

Provincial Reconstruction Team

U.S. Support for the PRT Program (millions)

PRT Funding Category

FY 2006
Supplemental
Enacted

FY 2007
Supplemental
Enacted

Total

FY 2008 Budget
Requested

$230a

$414

$644

$679

790

Water 160

98

Operational Funding
Program Funding from ESF
PRT/PRDC Projects

Security/Justice
315

PRT Local Governance Program

155

475Capacity Development
90

245

125

125

470

690

1,160

258b

$700

$1,104

$1,804

$937

Quick Response Fund
Total ESF
Grand Total

Source: DoS, reported in SIGIR Audit 07-015, “Review of the Effectiveness of the Provincial Reconstruction Team Program in Iraq,”
October 18, 2007; ITAO, response to SIGIR data call, October 18, 2007.
Notes:
a
None of the operating funds from FY 2006 were obligatedTransportation
or expended
forward into FY 2007.
and in FY 2006; they were carried
Health Care
Refugees/Human Rights
b
Includes $93 million in base agency funding and $165 million
in Global War on Terriorism (GWOT) funding.
Communications

Table 2.24

Figure 2.22

Program and Operational Funding for the PRT Program
Electricity
Oil and Gas
$ Billions
Source: SIGIR Audit 07-015, “Review of the Effectiveness of the
Provincial Reconstruction Team Program in Iraq,” (October 2007);
ITAO, Response to SIGIR Data Call (10/18/2007)

$1.2

$1.104
11%
8%

0.9

$.700
0.6

0.3

43%

22%
45%

$.937
10%
17%

73%
38%

33%
0
FY 2006
Supplemental
Enacted

FY 2007
Supplemental
Enacted

FY 2008
Budget
Requested

Quick Response Fund
PRT Local Governance Program
PRT/PRDC Projects
Operational Funding
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PRT Staffing
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Care
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Water
During
2007, the number of PRT personnel has
more than doubled. Just over a year ago, 238
individuals were staffing PRTs; now, more than
600 persons are deployed, and many more are en
route or in the employment pipeline. The growth
has been driven primarily by the creation of the
15 new ePRTs.
The PRT expansion has a three-phase staffing
Refugees/Human Rights
plan. Figure 2.23 shows an overview of the pro-

gram and the timeline for filling surge positions
at the PRTs.
Although progress has been made this
quarter in meeting targeted staffing levels, a
number of positions remain unfilled. For the
status of PRT surge staffing, see Table 2.25.149
DoS reports that it is aggressively working
with the Office of Provincial Affairs (OPA) to
meet the goal of 111 personnel for Phase III positions by the end of the year.150 Of the 76 selected

v 14

Figure 2.23

7/24/07
Approved by
Source: SIGIR Audit 07-014, “Status of the Provincial Reconstruction Team Program Expansion in Iraq” (7/25/2007)
SM

PRT Program Timeline

2005
Jan

Apr

Jul

2006
Oct

Jan

Apr

Jul

2007
Oct

Jan

Apr

Jul

Oct

Jan

PRT program originally conceived
as two-phase program over 4 years

First PRTs in Mosul,
Kirkuk, and Hilla

5 more ePRTs deployed

Program expanded to 7 U.S.-led PRTs,
3 Coalition-led PRTs, and 7 PSTs
(Provincial Support Teams)

Deployment of
additional 10 ePRTs
Three-phase Expansion Program

PHASE I
PHASE II

Ten 4-person ePRT core members
embedded with BCTs in Baghdad,
Anbar, and northern Babylon

PHASE III

Civilian specialists to join
the advance ePRTs and several
priority PRTs
Additional civilian specialists to be
deployed to support work plans of
all existing PRTs and new ePRTs
Jan

Apr

Jul

Oct

2005
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Jan

Apr

Jul
2006

Oct

Jan

Apr

Jul
2007

Oct

Jan

PRTs

Status of the PRT Staffing Surge, as of August 30, 2007*
Democracy/Governance

Phase I
Agency
Department of Defense
Department of State
Other Agencies
Totals

Required

Economic Development

Phase II

Provincial Reconstruction Team

Phase III

Onboard

Required

Onboard

Required

Selecteda

9

9

98

95

-

-

20

20

23

0

74

46

9

9

12

0

37

30

38

38

133

95

111

76

Source: OPA, response to SIGIR data call, August 31, 2007
Security/Justice
Water
Capacity Development
Notes:
*PRT staffing numbers shift constantly. This table represents a snapshot at August 30, 2007.
a
For Phase III, the OPA provided the total number of personnel “selected” for positions. A later response to a SIGIR data call identified 18 of the 76 onboard as of October 11, 2007. At this time, information about the agency distribution of the 18 onboard is not
available.

Table 2.25

for Phase III, 18 are onboard, and 58 individuals
have been hired and are undergoingTransportation
in-pro- and
cessing and training, as reported byCommunications
OPA.151
Figure 2.24 shows the status of the identified
Phase III positions, as of October 11, 2007.
USAID is providing 45 subject matter experts
(SMEs) through a contractor.152 OPA has designated PRT/ePRT positions for most of these
SMEs, and the remainder are stationed at the
Local Governance Program’s regionalElectricity
centers to
address special PRT requests and to fill vacancies
in designated positions.

PRT Progress in the Provinces

As the PRT program in Iraq enters its third
year, the effectiveness of its efforts in developing
Iraq’s provincial and local government capacity
remains largely unmeasured, primarily because
there are few indicators to gauge progress.
This quarter, SIGIR released an audit that
assessed PRT progress. In the course of carrying out the audit, SIGIR visited ten PRTs,
nine ePRTs, and seven PSTs to assess five core
areas—governance, rule of law, economic devel-

opment, reconstruction, and political reconciliation. Overall, SIGIR found that the PRT program
Health Care
Refugees/Human Rights
is making incremental progress in capacitybuilding at the provincial and local levels. For
the executive summary of SIGIR’s audit of the
PRT program, see Section 3 of this Report.
Table 2.26 presents an overview of the audit’s
findings for each region in Iraq for the five areas
of PRT program emphasis. (The U.S. agenOil and
cies operating
in Gas
Iraq use different spellings of
Iraqi provinces and cities. This figure reflects
the spellings used by the PRT program, not by
SIGIR.)

Figure 2.24

Phase III PRT Surge Personnel, as of October 11, 2007
Civilian Personnel
Source: OPA, Response to SIGIR Data Call (10/11/2007)

On Board

18

16%

In Pipeline

58

52%

To Be Filled

35

32%
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PST

Table 2.26

3
1

U.S.-led PRT
Coalition-led PRT

Anbar

Ninewa

Ta’mim

Erbil

Diyala

Najaf

Muthanna

Qadisiyah

Karbala Babil

Wasit

Sulaymaniyah

Baghdad

Salah ad Din

Dahuk

Dhi-Qar
Basrah

Maysan

Better security situation, with relative peace and stability in Kurdish provinces.
Concerns exist that situation could worsen if insurgents flee north.

Political
Reconciliation

Reconstruction

Economic
Development

Rule of Law

Uncertainty created by upcoming Article 140
referendum to determine if Kirkuk and Northern
Iraq’s disputed territories will be part of the
Kurdistan region is casting a shadow over the
region.

Efforts have failed to significantly influence
sectarian and tribal leaders to address the issue
of reconciliation.

Provincial reconstruction process has expanded
to include GOI funds and is slowly transitioning
to full Iraqi control.

Provincial officials are now able to identify,
prioritize, and coordinate projects.

Healthy economic growth in Kurdish region
because of ability to attract international donors
and investors. Shortages of fuel and reliable
power constrain development in other
provinces.

Establishment of Major Crimes Court in Ninewa
with other provinces in progress.

In Ninewa, public confidence in judicial system
increased from 6-25% this period.

Mixed assessment of provinces’ law enforcement
and judicial systems’ effectiveness.

All provinces were making progress executing
2007 budgets and were ahead of 2006 pace.

Progress in governance skills of Iraqis.
Better links between provincial officials and
counterparts at the local/central levels.

NORTHERN Provinces
Governance

PRT Officials Report

Regional Areas

Progress Viewed Across Regional Areas of the Country

Trying to assist in finding common
ground between parties.

Teaching management skills to
provincial officials rather than funding
construction projects.

Efforts underway in all provinces to
develop financial sectors and assist
small businesses and agricultural
efforts—but efforts are fairly small.

Actively assessing the justice system
by visiting judicial, prison, and police
facilities.

Teaching and coaching provincial
officials on governance issues.

PRT Initiatives

PRTs

ePRT
U.S.-led PRT

3
1

Anbar

Ninewa

Ta’mim

Erbil

Diyala

Najaf

Muthanna

Qadisiyah

Karbala Babil

Wasit

Sulaymaniyah

Baghdad

Salah ad Din

Dahuk

Dhi-Qar
Basrah

Maysan

With improved situation, PRTs/ePRTs expect their efforts will begin showing
results in the next 4-6 months.

By spring of 2007, tribes had banded together to oppose Al-Qaeda, improving
the security situation. Many who fled are returning and seeking their former
positions.

Political
Reconciliation

Reconstruction

Economic
Development

Rule of Law

However, concerns persist about dormant tribal
issues that could emerge.

As a result of the tribes having mobilized to
align with coalition forces against Al-Qaeda’s
presence in Iraq, officials are optimistic that
measurable progress may now be made.

Ramadi and Fallujah infrastructure remains
largely destroyed from years of fighting.

Progress is slow in beginning to spend GOI funds
for reconstruction involving essential services.

However, the lack of programs to create
permanent jobs, lack of fuel, and sporadic power
access undermines factory restarts and other
development.

Efforts to foster economic development
are underway now that large-scale combat
operations have ended.

Little linkage or chain-of-command relationships
between police, courts, and correction
personnel.

Although civil courts had been functioning,
security issues prevented judges from hearing
major crime cases.

Governance is in formative stages as key
stakeholders remain in a state of flux.

Integral components of provincial government
are in place; however, ineffective linkages and
relationships are limiting effectiveness.

WESTERN Province
Governance

PRT Officials Report

Regional Areas

Progress Viewed Across Regional Areas of the Country

Efforts to impress on predominantly
Sunni provincial government officials
the need to obtain funding and
services from the central ministries.

Teaching management skills to
provincial officials.

Efforts since arrival of economic
specialists in mid-June include
restarting a factory and reopening the
city’s main market.

Initiatives limited because PRTs/ePRTs
lack a sufficient number of experts to
provide the needed legal and judicial
assistance.

Trying to improve communication
between various levels of government.

PRT Initiatives

PRTs
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ePRT
U.S.-led PRT

10
2

Anbar

Ninewa

Ta’mim

Erbil

Diyala

Najaf

Muthanna

Qadisiyah

Wasit

Sulaymaniyah

Karbala Babil

Baghdad

Salah ad Din

Dahuk

Dhi-Qar
Basrah

Maysan

New ePRTs have expanded U.S. interaction with Iraqis at the neighborhood,
district, and municipal levels. BCT leaders seem convinced that ePRTs
constitute a tangible benefit.

Significant security challenges remain. However, PRT Baghdad made more
than 1,500 trips during the past year to areas outside the International Zone.

Political
Reconciliation

Reconstruction

Economic
Development

Rule of Law

In Diyala, there is a desire to work toward
reconciliation, but it will take years to overcome
ill-will between tribes.

Despite reduced violence, officials are pessimistic
that lasting reconciliation is occurring and
expressed concern that a departure of U.S.
forces would result in ethnic cleansing.

In Diyala, the sectarian divide undercuts efforts,
and the province is having difficulties executing
its budget.

Baghdad’s institutions are assuming functions
formerly carried out by U.S. officials, but getting
them to take responsibility for maintaining
facilities remains a significant challenge.

Security issues and sporadic power supplies
continue to hinder growth in Baghdad. North
Diyala has had stable growth; South Diyala is
dysfunctional because of the tenuous security
situation.

Iraqi police have not earned the trust of the
population, and judicial orders tend to be
ineffective.

Concern that focus is too short-term at the
expense of long-term needs of the judicial
system.

Some areas of governance have improved, but
challenges remain in keeping provincial and
local officials on task to solve problems and take
ownership of their government.

Governance remains extremely contentious; Shia
parties continue to fight any structural changes
that might weaken their position.

CENTRAL Provinces
Governance

PRT Officials Report

Regional Areas

Progress Viewed Across Regional Areas of the Country

Projects implemented through the
provincial reconstruction process split
roughly 50-50 between Sunni and Shia
neighborhoods.

Managing reconstruction efforts and
working with provincial counterparts,
encouraging them to take
responsibility for maintaining their
infrastructure.

Although insecurity hinders PRTs,
efforts made in securing/re-opening
Baghdad markets, promoting microlending, and assessing state-owned
enterprises to determine viability.

Upgrading technical skills of judicial
personnel and addressing overcrowded
conditions in prisons.

Working to establish links between
local and provincial officials. Assisted
Baghdad province in submitting a
budget resulting in district funding for
the first time.

PRT Initiatives

PRTs

ePRT
U.S.-led PRT
PST

2
1
3

Anbar

Ninewa

Ta’mim

Erbil

Diyala

Najaf

Muthanna

Qadisiyah

Karbala Babil

Wasit

Sulaymaniyah

Baghdad

Salah ad Din

Dahuk

Dhi-Qar
Basrah

Maysan

Region is known as the Shia heartland: security is generally calm for Iraqis and
Iranians, but dangerous for Coalition forces, civilians, and PRT personnel.

Tangible progress being made in Babil, but officials in Najaf, Karbala, and
Qadisiyah are less optimistic.

Fundamental issue facing PRTs is movement security, limiting their ability to
effectively engage Iraqi counterparts and assess progress.

South-Central Provinces

Regional Areas

Progress Viewed Across Regional Areas of the Country

Pressing need to reduce unemployment to
counter recruitment by militias. Security has
restricted commercial credit and Iraqi and
foreign investment in small and medium-sized
businesses. PRT Babil reports an acute need for
business development training.

Religious tourism and small-scale agricultural
production constitute main economic activities.

Region is economically stagnant with little
evidence of growth or permanent job creation.

Political
Reconciliation

Provincial government has largely abstained
from working to solve problems in the north.

Predominantly Shia, this region does not face
the sectarian problems of the mixed areas in and
around Baghdad. One exception in the northern
districts of Babil and Wasit, where sectarian
fighting and insurgent infiltration have become
endemic.

Provincial elections are planned, and political
parties are working to consolidate power.
Political dialogue is scarce, and civil society too
weak to mediate.

Karbala and Najaf are generally able to provide
basic services, but the other provinces struggle
to do so.

managing reconstruction efforts despite poor
performance in staffing and sustaining facilities
once built. All provinces are on course to execute
their 2007 capital budgets.

Reconstruction Provinces are doing a reasonably effective job of

Economic
Development

Governments are marginally able to provide law
enforcement and judicial functions that openly
and fairly protect and serve the population.

Rule of Law

Advisors believe wholesale reform of Iraqi law
is needed to bring coherence to the law and fill
many gaps in political and regulatory practices.

All five provinces are finishing Provincial
Development Strategy plans and modest
improvement to budgeting, strategic planning,
and forming civil societies.

PRT Officials Report
Governance

Limited. PRT officials on the ground
question what role and effect they can
have on the reconciliation process.

Security situation limits ability to teach,
coach, and mentor Iraqi counterparts.

Opening of business development centers
and plan to use quick response funds to
increase agricultural production.

Judges and lawyers are reluctant to
work closely with U.S. personnel. Some
progress has been made (i.e. distributing
laptops to judges with software capable
of searching Iraqi law).

Limited ability to teach, coach, and
mentor because of tenuous security
situation.

PRT initiatives

PRTs
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Coalition-led PRT
PST

2
2

Anbar

Ninewa

Ta’mim

Erbil

Diyala

Najaf

Muthanna

Qadisiyah

Karbala Babil

Wasit

Sulaymaniyah

Baghdad

Salah ad Din

Dahuk

Dhi-Qar
Basrah

Maysan

Security situation has stifled PRT in Basrah; PST personnel in Muthanna feel
that their province offers the most relaxed security environment and the key
to their footing in the southeast region.

The political and security situation in Basrah, which is home to 2/3 of Iraq’s
oil resources, casts a political and economic shadow over the other three
provinces.

Reconciliation, in terms of sectarian
considerations, is not an issue in this region
because the vast majority of the population
is Shia. Conflict between political parties is
nonetheless a concern in some areas. Shia
political groups are locked in violent struggle in
Basrah, leaving the city in control of militias and
criminal gangs.

Political
Reconciliation

Recent violence in Dhi-Qar broke months of
relative calm. In Muthanna, tribal loyalties take
precedence over political parties.

Provinces recently developed their Provincial
Development Strategy. However, most
reconstruction projects have been carried out by
coalition forces with little Iraqi input. Provincial
officials have little ability to manage and sustain
those projects.

Except for the oil industry and ports in
Basrah, there is little new economic activity.
Unemployment is estimated at 40-60%, and
subsistence agriculture is the main source
of jobs. Before 2003, small to medium-sized
business flourished but then stopped. Efforts
to restart them are stymied by a lack of skill or
interest.

Until the violence in Basrah subsides, they do not
expect much economic growth.

Differences among the provinces. Police
officers are viewed with suspicion by the local
population because of their links to local militias
and corrupt activities.

Reconstruction

Economic
Development

Rule of Law

Also, officials have shown themselves incapable
of providing and sustaining essential services.
Most of the region suffers from low literacy and
a lack of skilled labor.

Provinces possess generally functional
governments that were on track to expend
entire 2007 budgets. However, officials lack
hard skills in areas such as administration,
management, planning, and accounting.

SOUTH-EASTERN Provinces
Governance

PRT Officials Report

Regional Areas

Progress Viewed Across Regional Areas of the Country

PRT efforts are constrained by ongoing
violence.

Focus on raising local management
skills, encouraging provincial
ownership of the reconstruction
process, and getting the province to
spend its own budget resources.

PRT Dhi-Qar plans to introduce a microlending program to encourage the start
of small and medium-sized enterprises.

PRT Basrah has tried to relax travel and
commercial restrictions between Basrah
and Kuwait and started a bankers
association.

PRTs in other areas have only a limited
understanding of rule-of-law activities
in their provinces.

PRT Basrah has made some headway
(i.e. funding for new courthouse and
prison), but its inability to work in the
city due to security concerns limits its
effectiveness.

PRT coaching and mentoring to
encourage government officials to
develop overall provincial plans and
transition to a more participatory,
transparent mode of governance.

PRT Initiatives

PRTs

PRTs

Democracy/Governance

Economic Development

Provincial Iraqi Control
Over Security

Provincial Reconstruction Team

PIC completion date. Previously, PIC completion
was expected by the end of 2007.154
Capacity
Development
Seven
provinces
have already achievedWater
PIC
155
status, as shown in Figure 2.25. Last quarter,
an eighth province (Basrah) was identified as a
“priority province” for PIC, but the transfer has
yet to occur.156
DoD recently noted that PIC transition is not

Provincial Iraqi Control (PIC) is theSecurity/Justice
term used
to describe a province that has transitioned
its security responsibility to Iraqi control. This
quarter, the March 2008 target date for completing the PIC for all provinces was extended to
July 2008.153 This is the latest adjustment of the
Figure 2.25
Transportation and
Communications

Health Care

Refugees/Human Rights

Provincial Security Transition Assessment, as of August 2007
Source: DoD, Section 9010 Report (9/14/2007)
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a sufficient condition for withdrawal of Coalition
forces and that the Multi-National Force-Iraq
Water
(MNF-I)
will assume an “overwatch” posture to
support emergent security requirements beyond
the control of Iraq security forces.157
As Coalition military forces reduce their
presence in provinces that have returned to
PIC, MNF-I is expected to reduce its presence
while maintaining the ability to support PRT
and Transition Team efforts.158 But the planned
Refugees/Human Rights
turnover of Coalition Forward Operating
Bases (FOBs) in provinces slowed as force levels
v 14
increased for the military surge. Between August
7/24/07
2006 and September 2007, the number
of FOBs
Approved by
increased 13.6% (from 110 to 125); 61
SMFOBs have
been turned over to Iraqi control.159

PRT Program Challenges

PRT program coordination and staffing challenges persist. A September 2007 USAID audit
reported deficiencies in the interaction and coordination of some USAID PRT representatives
with their cognizant technical officers and in the
activities being implemented in their areas.160
The audit also identified a lack of procedures and
poor coordination.161
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SIGIR has performed three audits on PRTs,
which were released in October 2006, July 2007,
and October 2007. In each of these audits, SIGIR
has made relevant recommendations to address
program challenges. The challenges and related
SIGIR recommendations are summarized in
Table 2.27.162
SIGIR’s recommendation to develop objectives and performance measures is still appropriate. The need for such measures is especially
pressing in Basrah, Najaf, Kerbala, Qadissiya,
and Missan, where PRT access to Iraqi officials is
limited because of the difficult security conditions.
The need to effectively coordinate PRT programs continues to present challenges. In some
provinces, commanders are using CERP funds
to conduct projects that are more appropriate for
local and provincial governments, but this work
has sometimes conflicted with PRT activities.163
In provinces where commanders are coordinating well with PRT team leaders, reconstruction projects are achieving better results.

PRTs

PRT Challenges and SIGIR RecommendationsDemocracy/Governance
PRT Challenges

Economic Development

Provincial Reconstruction Team

Related SIGIR Recommendations
Search for Skilled Personnel

•
•
•
•

Agencies have struggled to field civilian advisors; many PRTs are
•
at half capacity.
There is a mismatch of skill sets to fit the responsibilities of the
PRT role; fits are improving but remnants of mismatch remain.
•
There is a shortage of Arabic-speaking bilingual bicultural advisors
(BBAs); only 29 of the 610 filled slots are BBAs, as of August 2007.
Staffing and continuity issues persist in relation to the transition
of PRT program oversight to OPA.
Security/Justice

Develop a workforce plan for OPA to fill critical staff vacancies and
ensure continuity in leadership and experience managing the PRT
program (July 2007).
Specify skill set requirements for civil affairs personnel at PRTs to
enable better training, selection, and assignment (October 2006).

Capacity Development

Water

Civilian and Military Integration
•
•
•

No permanent, predictable method of integrated decision-making •
exists, and resource-sharing between civilian and military structures
is challenging.
There is a patchwork quilt of memoranda of agreement, cables,
and military orders.
Synchronization is needed in short-term counterinsurgency
operations, medium-term stabilization efforts, and long-term
•
development programs.
•

Jointly establish a comprehensive plan with elements tailored for
each PRT; plan should clearly define objectives and performance
measures, and milestones for achieving stated objectives, be
linked to funding requirements, and identify the organization(s)
within each agency that are accountable for the plan’s
implementation (October 2007).
Require PRTs to submit work plans for accomplishing objectives
within established milestones (July 2007).
Issue a joint statement reaffirming that the PRT initiative is a DoSDoD priority, clearly defining the mission, and delineating lines of
Transportation and
Health
Care
Refugees/Human
Rights
authority and coordination
between
civilian and military
personnel
Communications
(October 2006).
•
Issue a joint statement reaffirming the lines of authority and
coordination to achieve effective civilian and military integration in
the PRT program (October 2006).

Physical Security and Mobility
•
•
•

Only by supporting PRT movements to and from government
•
centers and meetings with provincial leaders are PRTs able to carry
out their work.
In some places, PRTs rarely travel to the cities for which they are
responsible, limiting their interaction with Iraqi counterparts.
•
Movements at many PRTs are limited to one or two per day. Electricity

Assign responsibility for reporting attack incidents to one individual
at each Regional Embassy Office and military FOB; coordinate
closely with U.S. Embassy’s Tactical Operations Center (October
2006).
Until security improves, consider temporarily assigning the PRT
Oil and
Gas Basrah, and the local governance
personnel identified for
Anbar,
satellite offices in south-central Iraq to functioning PRTs (October
2006).

Coordination of Programs
•
•
•

The multi-layered nature of programs results in several
•
independent U.S. entities funding, managing, and engaging at all
levels of the GOI.
Inherent disconnects between the national and local government •
exacerbate the problem.
PRTs spend an inordinate amount of time coordinating but are still
falling short.
•
•

Develop guidance on the use and synchronization of CERP funds
to support the U.S. government’s capacity development mission
(October 2007).
Develop a performance monitoring system to determine what
the PRTs are accomplishing, including clearly defined objectives,
performance measures, and milestones for achieving stated
objectives (July 2007).
Finalize a memorandum of agreement that spells out the shared
approach of funding infrastructure, life support, and operating
costs of the PRTs at DoS and DoD sites (October 2006).
Develop detailed plans for completing and sustaining the PRTs,
including clearly defined objectives and performance measures,
milestones for achieving stated objectives, future funding
requirements, and strategy for sustaining results and successfully
transitioning the program to USAID (October 2006).

Sources: SIGIR Deputy Inspector General, “The Role of the Department of Defense Provincial Reconstruction Teams,” testimony before the House
Committee on Armed Services, September 5, 2007, pp. 4-7; SIGIR Audit 07-015, “Review of the Effectiveness of the Provincial Reconstruction Team
Program in Iraq,” SIGIR Audit 07-014, “Status of the Provincial Reconstruction Team Program Expansion in Iraq,” July 25, 2007; SIGIR Audit 06-034,
“Status of the Provincial Reconstruction Team Program in Iraq,” October 29, 2006.
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and
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democracy and civil society
This quarter, limited progress was made in
promoting national reconciliation. Without
more success on this issue at the national level, it
will be difficult for the GOI to meet some of the
political reform benchmarks, including:164
• amending the Iraqi Constitution
• promoting a de-Ba’athification law
• organizing provincial and local elections
Other GOI challenges this quarter include
ongoing leadership issues in many ministries. As
of October 15, 2007, the cabinet had lost 16 ministers and ministers of state. Of the 29 ministers
currently serving, 8 are not attending cabinet
meetings.165

Amending the Iraqi
Constitution

Since November 2006, the Constitutional
Review Committee (CRC) has worked to create a
report with recommendations for amendments
that will reflect the new political environment in
Iraq.166 In May 2007, the Committee issued an
interim report to the Council of Representatives
(CoR), outlining its efforts and requesting an
extension for the final report.167
In June, the CRC’s deadline was extended
through September 2007.168 On September 8,

Democracy/Governance

2007, the CoR again extended the deadline to
the end of December 2007, at the request of the
Chairman of the CRC.169
The CRC has found it difficult to resolve
certain controversial issues, such as:170
• blocking of presidential powers by the CoR
• balancing power between the central and
regional governments
• disputed claims of territorial ownership,
particularly Kirkuk

Security/Justice
In August 2007, the Prime
Minister, the
three-member Presidency Council, and the President of the Kurdish Region met to discuss ways
to improve decision-making and power-sharing
arrangements. This eight-day meeting resulted
in limited progress on a number of topics, but
it did produce a vehicle for continuing dialogue
designated as the “3 Plus 1 Plus 1 Group.”171

The De-Ba’athification Law

The de-Ba’athification legislation is critical to
national reconciliation, but it has been held up
on disagreements about Iraqi justice, accountability in government, and monetary compensation for victims.172 At its meeting
on Augustand
26,
Transportation
2007, the 3 Plus 1 Plus 1 Group
announced that
Communications
it had reached an agreement on a draft
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Economic Development

de-Ba’athification law and had submitted it to
Development
the CoR. The potential Capacity
law would
replace the
current de-Ba’athification Law with the Law on
the Higher National Commission for Accountability and Justice. The draft is currently being
reviewed by the COR.173

Security/Justice

Organizing Provincial and
Local Elections

Transportation and
Communications

Health Care

Although the GOI ostensibly has long intended
to hold new provincial elections, the necessary
preconditions for the elections have never been
met.174 The Prime Minister had targeted provincial elections for 2007.175 As of October 15, 2007,
a date for provincial elections had not been set.176
Before provincial and local elections can take
177
place,
the GOI and CoR must
Electricity
Oil meet
and Gas four goals:
• The CoR must nominate candidates for the
governorate chief electoral officer positions.
• The GOI and CoR must pass a provincial
election law.
• The GOI must set a date for provincial elections.
• The CoR must provide appropriate budgets
for voter registration and provincial
elections.

90 I SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

Provincial Reconstruction Team

Until the GOI and CoR pass the elections
Water
legislation,
the Iraq High Electoral Commission
(IHEC) cannot complete an update of the voter
registry.178 The IHEC is currently training staff,
creating a national elections operation plan, and
preparing to compile a voter registry.179 This
quarter, nine governorates provided candidate
lists to the CoR, including nominees for the Governorate Electoral Officer, which are reviewed by
Refugees/Human Rights
the CoR and passed to the IHEC.180 In July 2007,
IHEC reported that this task has been comv 14
plicated by the growing number of internally
181
displaced persons (IDPs) in Iraq. For
more on
7/24/07
Approved by
IDPs, see the Refugees, IDPs, and Human
Rights
SM
section of this Report.
USAID has provided a non-profit democracy development organization with a $30
million grant to provide capacity building and
training for the IHEC.182 The grant will fund
work through December 2008.183 USAID reports
that the grant will support registering voters,
conducting strategic planning, setting up public
affairs departments, and creating systems at the
Governorate Electoral Offices.184

section

2b

economic
development

Democracy/Governance
economic development
National economic development in Iraq remains
sluggish. The failure of the CoR to pass a
comprehensive hydrocarbon law notably limits
growth by inhibiting the expansion of the oil
sector. Moreover, persistent security challenges
impede economic progress.185 Nevertheless, there
are some signs of improvement at the provincial
and local levels. The U.S. Coordinator for Economic Transition estimates that Iraq’s economy
will grow by more than 6% in 2007.186
This is the status of Iraq’s main economic
Security/Justice
indicators this quarter:
• Unemployment is estimated as high as
40%;187 but reports put it in the 20–25%
range.188
• The consumer price inflation rate (year-onyear) has decreased from 46% at the end

Transportation and
Communications

Economic Development

of June 2007 to 20% at the end of August
2007.189
• The Central Bank of Iraq (CBI) has maintained interest rates at 20%, which reflects
Iraq’s continued monetary policy measures
aimed at decreasing inflation.190
• As of October 11, 2007, the exchange rate
was 1,232 dinars to the dollar, up marginally from 1,249 over the previous quarter.191 Since November 2006, the dinar has
appreciated by more than 19% against the
Capacity Development
dollar.192

Health Care
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Figure 2.26 plots the exchange rate and the
overall annual consumer price Water
inflation rate as
193
reported by the CBI. The line at November
2006 indicates the month that the CBI began
targeting interest rates to curb rising inflation.
This monetary policy measure—recommended
by the IMF in its Stand-By Arrangement (SBA)
with Iraq—is one factor in the dinar’s appreciation relative to the dollar since that time.
Health Care
Refugees/Human Rights
Overall inflation declined and stabilized
during the early months of this year, partly
because of the CBI’s policy of exchange rate
appreciation.194

Capacity Development

In addition to easing inflation via monetary policy measures, Iraq has made progress
implementing other structural reforms recommended by the IMF’s SBA that are necessary for
economic growth.
These reforms include:195
• the increase of official fuel prices to the
levels of other oil exporters in the region
• the liberalization of private sector importation of fuel products
• a finalized interim audit of the CBI’s 2006
v 14
financial statements
7/24/07
• the adoption
by the Ministry of Finance of
Approved by
a new
chart
of
accounts and budget
SM
classification

Figure 2.26
Oil and Gas

Exchange Rate and Overall Inflation Rate
Source: Central Bank of Iraq, “Key Financial Indicators” (9/19/2007)
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The oil sector accounts for about 65% of Iraq’s
gross domestic product (GDP).196 Although there
were some signs of economic and structural
progress in the sector, Iraq’s oil production still
has not expanded as expected.
Average annual crude oil production has
remained at approximately 2 million barrels per
day since 2004.197 Oil production and export
volumes have been lower than anticipated
because of Iraq’s inability to expand capacity, but
higher oil prices have compensated for stagnant
output.198 Measured annually, oil exports are
essentially unchanged, ranging from 518 million
to 541 million barrels over the past three years,
as shown in Figure 2.27.
In its fifth review under Iraq’s SBA, the IMF
reported that Iraq could gradually expand its
crude oil production if it protects its oil installations and carefully plans investments in the
sector.199 For more details on oil metrics, see the
Oil and Gas section of this Report.

Iraq’s Economy—
Non-oil Sectors

Growth in Iraq’s non-oil sectors is essential
for the country to transition to a market-based
economy. U.S. efforts are underway to improve
Iraq’s agricultural capacity, identify economically viable firms for potential privatization,
improve GOI investment promotion activities,
and increase Iraqi contractor involvement in
reconstruction efforts.

Security/Justice

Capacity Development
The agricultural sector employs approximately
25% of the Iraqi workforce.200 The sector thus
is the largest employer in Iraq and the secondlargest contributor to the country’s GDP.201 U.S.
efforts in the agricultural sector aim at implementing a market-oriented environment for
agricultural products and developing a cohesive
agricultural
policy for the GOI.
Transportation and

Health Care

Communications

Figure 2.27

Iraq’s Oil Exports
$ Billions, Millions of Barrels
Source: IMF, “Iraq: Statistical Appendix,” p. 16 (August 2007)
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Water

Two shepherds and an employee
from the Diyala Department of
Veterinarians process sheep
through a dowsing basin to rid the
animals of parasites and increase
their value.

Health Care

Refugees/Human Rights

v 14
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To support U.S. objectives for the agricultural
sector, USAID assists the GOI in developing
provincial-level agronomic systems. The Inma
Agribusiness Program, a $208.6 million effort,
works with PRTs to promote agribusiness and
value-added processing of agricultural products. Inma employs a broad range of strategies
to assist in Iraq’s agricultural transformation
including:202
• direct improvements to production, such as
changes in seed or modernizing processing
equipment
• indirect production improvements, such as
creation of companion service industries,
including input sales and financial services
• grants, technical assistance, and training to
address supply chain deficiencies
Oil and Gas

94 I SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION

The U.S. Department of Agriculture (USDA)
has enlisted a consortium of universities to
strengthen agricultural extension and training
at Iraqi universities. The stakeholders of this program—the Iraq Agriculture Extension Revitalization (IAER) project—have planned seven
additional training sessions since its initial July
2007 training in Cairo. Training is scheduled
throughout October 2007 through February
2008 in the topics of field crops, beekeeping,
dairy, irrigation, project planning, horticulture,
and poultry.203
The PRT program—through its civilian
agricultural specialists—also supports Iraq’s
agricultural development. PRT Diyala recently
assisted the provincial government in launching
a sheep-dipping program—a cleaning process
that enables local shepherds to reduce parasitic
infestation in their flocks. The tanks were made

Economic Development

Democracy/Governance

locally with U.S. funding support, and the Civil
Affairs Units transported the tanks to selected
sites. Additionally, CERP funds were used to
purchase the necessary cleaning chemicals.204

Manufacturing
Iraq’s manufacturing industry accounts for
approximately 2% of Iraq’s GDP.205 Before 2003,
state-owned enterprises (SOEs) and companies
had 240 factories operating at 70-80% productivity, according to Iraq’s Minister of Planning.
Just 175 are now operational, and current production levels range from 10-30%.206 Some idle
state-owned factories have signed loan agreements to restart operations.207
In November 2006, the DoD-funded Task
Force To Improve Business and Stability
Operations (TF-BSO) began assessments of
industrial operations at state-owned businesses.
In conjunction with civil affairs commands
within deployed divisions in Iraq, TF-BSO began
efforts to restart idle factories at selected sites.
In March 2007, DoD expected that the TFBSO would assist in restarting more than 140
Iraq factories and employ 150,000 people during
the next 6 to 18 months (September 2007 to
September 2008).208 The short-term aggressive

Economic Development

plans for TF-BSO have yielded some results: 17
Security/Justice
Development
factories have
been restarted as of Capacity
September
2007. The net employment benefit for these
17 factories is approximately 5,000 employees
returning to work.209 Moreover, the pace of the
program appears to be picking up: 11 of those 17
factories restarted production between July and
September 2007.210
In JuneTransportation
2007, TF-BSO
received its first allocaand
Health Care
tion of U.S.Communications
support—$50 million from the Iraq
Freedom Fund. The task force is executing a
grant portion of this funding to support the revitalization of more than 30 factories to provide
small investments for machine maintenance,
tooling, training, and raw materials. Figure 2.28
shows the location of the factories that are to
Electricity
Oil and
Gas
receive a portion
of the $50 million of U.S.
funds.
TF-BSO has announced that it is in discussions to establish investment and production
partners from the United States and internationally. Anticipated projects at revived facilities
include the manufacture of farm equipment,
generators, commercial food service equipment,
manufactured homes, and pharmaceuticals. One
immediate plan involves marketing Iraqi-made
clothing in the United States during the holiday
season.211
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Figure 2.28

30 Factories Receiving U.S. Funds for TF-BSO
Source: DoD, “MNC-I Commanding General Update: TF-BSO” (10/8/2007)
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Procurement Services
Another U.S.-initiated private sector development program is the Iraqi First Program, which
aims to increase the number of U.S. reconstruction contracts awarded to local Iraqi firms.
Implemented by the Joint Contracting Command-Iraq/Afghanistan (JCC-I/A), the program
estimates that it has generated employment for
more than 50,000 Iraqi workers.
More than 3,000 private Iraqi businesses have
been awarded contracts since the program’s
inception.212 Obligations to Iraqi firms totaled
$445 million for September 2007, increasing
from August 2007’s total of $234 million.213 The

Economic Development

purpose of the Iraqi First Program is to develop
Iraq’s economic capacity through greater use of
Security/Justice
Capacity
direct, fixed-price
contracting with
localDevelopment
Iraqi
214
vendors. As of August 2007, Iraqi contractors received a higher percentage of total FY
2007 contract award amounts compared to FY
2006. Figure 2.29 shows the percentage of the
total reconstruction contract amounts awarded
to Iraqi firms for FY 2006 and FY 2007 (as of
August). Transportation and
Health Care
Communications
Figure 2.30
shows the amount of contract
dollars awarded to private Iraqi vendors from
November 2006 to August 2007.

Electricity

Oil and Gas

Figure 2.29

Figure 2.30

Percent of Contract Amounts Awarded to Iraqi Firms

Contract Dollars Awarded to Iraqi Firms

$ Billions
Source: JCC-I/A, Response to SIGIR Data Call (9/19/2007)
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Iraq’s Economy—
Banking Sector

The consolidated assets of Iraq’sWater
22 private banks
and 7 state-owned banks total approximately
$26 billion, which is about 51% of total GDP, as
reported by the IMF.215 Figure 2.31 shows the
distribution of those assets between the private
and state-owned banks. The two largest stateowned banks hold approximately 70% of the
total assets in this sector.
Health Care
Refugees/Human Rights
The private sector in Iraq continues to
experience a dearth of available capital from
the banking sector. Financial intermediation—borrowing money from consumers to
lend to companies in need of investment

Capacity Development

Oil and Gas
Figure 2.31

Consolidated Assets of Iraq’s Banking Sector
% of $26 Billion
Source: IMF, “IMF Country Report No. 07/301,” p.18 (August 2007)
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resources—remains weak. Total deposits in the
banking sector were $12.9 billion, and the loan
portfolio of the banks was $2.2 billion at the end
of 2006.216 This deposit base and loan portfolio is
relatively small when compared to other countries in the region.217

U.S. Technical Assistance
to the CBI
The IMF reports that banking supervision has
improved over the past two years.218 Several U.S.supported programs have provided technical
v 14
assistance to the GOI to improve supervision
7/24/07 sector and transparency of GOI
of the banking
Approved by
financial SM
systems.
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U.S. efforts aim to reduce the amount of cash
movement in Iraq by supporting electronic
funds transfer (EFT) capabilities. In Baghdad,
EFT is the mandatory method of payment on
all JCC-I/A contracts over $50,000. Effective
October 1, 2007, this requirement is expected
to shift Baghdad payments from approximately
95% cash to 95% EFT.219 This JCC-I/A initiative
aims to assist the GOI in moving the country
from collateral-based to cash-flow-based lending
and supports the development of a modern
banking sector in Iraq.220
With the assistance of the U.S. Treasury,
approximately 18 private banks are connected to
the Real Time Gross Settlement and Automated
Clearing House systems.221 The Treasury’s initiative facilitates electronic connectivity between
Iraqi banks allowing greater uses of the Iraq
Payment System. The CBI expected to expand
the coverage of the new payment system by the
end of 2007.222
The GOI is required to develop a plan to
overhaul the tax system as part of its SBA.
USAID’s Economic Governance II program
has assisted the Tax Policy Unit (TPU) of the
Ministry of Finance to develop and approve a
comprehensive tax reform plan. Moreover, the
TPU also supports the Ministry in developing
a tax modernization strategy, which includes a
sales tax law—the first step toward a value-added
tax—to be applied initially at the border with an
eventual extension to domestic production.223

Economic Development

Provincial R

U.S. Efforts to Support Private
Sector Investment
Security/Justice
Development
Limited access
to capital financingCapacity
is one
of the
primary constraints to private sector investment in Iraq. USAID and other U.S. Mission
programs are involved in an array of legal,
regulatory, and structural efforts that aim
to implement investment laws and create an
enabling environment for banks and investment
programs to
operate.
Transportation and
Health Care
USAIDCommunications
reported these efforts through its
Izdihar program:224
• assisted Iraq’s Ministry of Planning to
establish the Iraqi Investment Promotion
Agency and worked with the Ministry of
Trade to form the Iraqi Trade Information
Center
• facilitatedElectricity
the drafting and passageOilofandaGas
new
investment law
• continued support to micro-finance institutions through loan capital, technical assistance, and training
• issued 18 guarantees, worth $358,361,
through the Iraqi Company for Bank Guarantees—formed by 11 private Iraqi banks
with USAID assistance. These guarantees
support approved loans totaling $482,816
to small and medium-sized enterprises.225
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Moreover, the Iraq Stock Exchange (ISX)
Water
opened to foreign investors on August
2, 2007.226
There are 93 listed companies on the exchange,
according to the ISX.227 Trading volumes totaled
approximately $8.2 million with almost 7 billion
shares traded in the month of September 2007.228

Capacity Development

Contributions of PRTs
to Health
theCareBanking Sector
Refugees/Human Rights
PRTs and ePRTs have evaluated the banking
situation throughout Iraq. DoS reports that field

visits by banking specialists revealed that few
retail banking services are available to most of
the Iraqi population.229 PRTs and ePRTs coordinate with the Embassy’s Treasury contingent
to identify bank branches for the two national
banks—Rafidain and Rasheed—that potentially
can be revitalized and opened shortly to provide
retail banking services to the population.230 For
more information on PRT initiatives in the area
of economic development, see the Provincial
Reconstruction Teams section of this Report.
v 14
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section
Democracy/Governance

Security/Justice

capacity development
Capacity development continues to be an
important element of U.S. efforts to strengthen
the GOI. The development of sustainable policies
and processes is essential to the GOI’s ability to
implement budgets, administer programs, and
deliver essential services. Although U.S. assistance to the GOI continues to focus on budget
execution and ministerial capacity, the absence
of a centralized U.S. capacity-building plan with
clear goals and milestones makes it difficult to
gauge the effectiveness of overall U.S. capacity
development efforts.
Transportation and
SIGIR’s January 2007 audit, “Status of MinCommunications
isterial Capacity Development in Iraq,”231 and
the GAO’s October 2007 report on the issue232
identified significant risks to the development of
competencies critical to stabilizing, rebuilding,
and sustaining Iraq’s central services and infrastructure.

Budget Execution

Budget execution is the process by which
governments, municipalities, and other governmental entities allocate and spend the financial
resources made available for overhead costs,
salaries, projects, and other expenses. In Iraq,
the fiscal year begins on the first Electricity
of January, and
although the GOI has been able to spend more
in 2007, its ability to overcome challenges in
capacity development and financial processing
remains a primary concern.

2b

Capacity
development
Economic Development

Capacity Development
This quarter, SIGIR released an “Interim
Report on Efforts and Further Actions Needed
to Implement a Financial Management Information System in Iraq.” The report reviewed a
U.S.-funded effort to develop a new automated
Iraqi financial management information system
(IFMIS) for the Ministry of Finance. The IFMIS
project was suspended for various reasons
related to the GOI’s lack of commitment to the
project. SIGIR recommended that future U.S.
investment in the IFMIS be contingent upon an
independent assessment of the current state of
the project, a plan of action for Health
the wayCare
forward,
and clear GOI commitment to ownership of the
final system.

National Budget
Last quarter, SIGIR noted again that the GOI
executes budgets for government salaries well,
but it has experienced difficulty in executing
capital budgets; the GOI had spent only $2.454
billion of the $41 billion in its 2007 budget.233
Treasury noted that year-to-date expenditures
total $10.4 billion.234
The 2007 ministerial capital budget is $10.1
billion dollars, almost 25% of Iraq’s total budget.
Oil House
and Gas
In September 2007, the White
Benchmark Report noted that the ministries had
spent approximately 24% ($2.4 billion) of these
funds.235
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Capacity Development

Water

The challenges facing the GOI in budget
execution
include a reporting gap of three to
Health Care
Refugees/Human Rights
four months, a lack of multi-year budgeting, and
a complex process by which money must flow
from the central government out to the provinces.236 Working through Treasury advisors, the
United States aims to improve management and
execution of the system, helping Iraq to institute
best practices and increase transparency and
and Gas
toOilsupport
an Iraqi-led course in capital invest237
ment.
Foreign Military Sales

Iraq’s Ministry of Interior and Ministry of
Defense use Foreign Military Sales (FMS) as
a key procurement tool for assistance. FMS
allows the purchase and transfer of equipment,
training, and other services through government-to-government channels.
Although the process is useful in circumventing inefficient Iraqi contracting mechanisms, it has not been effective in speeding
delivery of resources.238 Moreover, there is no
indication that the FMS will ameliorate the ministries’ procurement challenges.239
FMS was not intended to provide for the
“rapid delivery of equipment given the constraints of the competitive bidding process.”240
However, the GOI committed $1.7 billion to
FMS in 2006241 and had approximately $1.2 billion in signed FMS contracts by the end of June
2007.242 By July 2007, however, Iraq had received
only $300 million of FMS supplies, which has
been called “weak and frankly embarrassing” by
the Independent Commission on the Security
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Forces of Iraq (the Jones Report).243
Despite the challenges with FMS, Iraq’s Prime
Minister plans to commit an additional $1.6 billion for 2007 FMS. The funds will be distributed
v 14
to Iraq’s Ministry of Interior ($500 million) and
Ministry7/24/07
of Defense ($1.1 billion).244
Approved by
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Provincial Budget
Last quarter, SIGIR reported that Iraq’s provinces continued to struggle with budget execution. Although 11 provinces have obligated more
than 50% of their 2007 budgets, only 6 provinces have spent more than 25% of their total
funding.245 By the end of September 2007, the
provinces had spent $249 million (11%) of their
2007 budgets.246
In addition, the provinces have obligated 94%
and expended 82% of their 2006 budgets, which
rolled over from last year:
• Diyala remains the only province yet to
obligate more than 80% of its 2006 capital
budget. Treasury noted that Diyala was
limited “early in the year due to kinetic
operations.”247 It has now committed 33% of
its budget, up 13% from last quarter.
• Wassit has now obligated 98% of its 2006
budget, up 25% from the last quarter.
Provincial expenditures for 2006 rose to 94%
of obligated funds, up 1% from August 2007.248
Affected by security, capacity, and funding challenges, expenditure rates also reflect contracting
to long-term projects and slower spending over
time.249
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The U.S. government works with local
officials and budget managers to simplify the
provincial budget process. This effort aims to
augment provincial knowledge of contracting
and procurement laws and to expand the
“understanding of procedures required for
obtaining additional capital releases.”250

Iraqi-U.S. Procurement
Partnership
The United States provides technical advice to
the Iraqi-led Procurement Assistance Program
(PAP). PAP supports training in procurement,
budget execution, and technology for Iraqi
government and provincial officials.251 Procurement Assistance Centers (PACs) work with Iraqi
ministries, provinces, municipalities, and stateowned enterprises, offering guidance, integration, workforce management, and professional
development.252
PACs work with the Ministry of Planning and
Development Cooperation’s Office of Government Public Contracting Policy to provide policy
analysis, to “direct assistance for complex contract actions,” and to assist with “the establishment and growth of new and existing Ministerial Procurement Offices.”253 There currently are
three PACs established—two in Baghdad are
open254 and the Erbil PAC is scheduled to open
in November 2007.255 In Baghdad, the central
PAC in the International Zone is staffed by 22
people, and Baghdad’s Karradha center has 5
employees.

Economic Development

Provincial

Capacity Development

In the short-term, PAC will provide immediate contracting
andandpolicy advice, conduct
outTransportation
Health Care
Communications
reach programs to Iraq’s governmental entities,
publish the Iraq Procurement Handbook, and
standardize forms, which will result in clarification of the procurement process and improved
contract execution.256
In the medium-term and long-term, PAC will
work throughout the GOI to initiate a systemOil and Gas
wide process Electricity
to manage budget execution,
establish advisory services, and improve overall
policy mechanisms.257
PAP has also established groups to work at
the provincial level on procurement and budget
processes.258 Three-person Provincial Procurement Assistance Teams (PPATs) “will advise and
assist in the establishment and maturation of the
applicable provincial procurement office until
release of the FY 2008 budget, at which time a
decision will be made as to whether…they will
become MoP [Ministry of Planning] staff or
Provincial staff.”259
PPATs are staffed by Iraqis and operate at
the provisional level.260 Twelve provinces have
agreed to use the teams,261 and during the first
week of October, additional discussions began
with Kerbala, Najaf, and Qadissiya.262 As part
of the process to integrate PPATs, the Ministry
of Planning has signed Memoranda of Understanding with provinces,263 including Erbil,
Diyala, Babylon (Babil), Wassit, Missan, Basrah,
and Muthanna.264
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Key U.S. Programs

DoS
provides immediateRefugees/Human
assistanceRights
to the
Health Care
ministries, the Prime Minister’s office, and the
Council of Ministers Secretariat through the
Iraq Transition Assistance Office (ITAO).265
USAID, which also works within these entities,
works through the National Capacity Development Program (NCD), known as Tatweer.266
Currently in its second phase, NCD’s 126-person
Oil and
Gas
267
staff
focuses on creating consistent policy
mechanisms within the GOI by conducting
training workshops for civil servants, offering
scholarships for graduate work, and advising ten
key ministries. The funding discussion of both
agency capacity development efforts appears
in the Economic Support Fund section of this
Report.
USAID is institutionalizing training by
working with Iraq’s primary public administration training facility, the National Center for
Consultancy and Management Development
(NCCMD). Its main center is in Baghdad, and
Tatweer is helping to set up satellite offices in
Basrah and Mosul.268 A third regional center has
been established with the Kurdistan Regional
Government, in Erbil.269
Tatweer’s workshops include courses for
training the trainers, case studies on project
management, business English, financial management (cash, budget, and government), human
resources management, and leadership and
communication. As of September 20, 2007, more
than 1,750 GOI employees had participated in
94 courses, including 700 women. Last quarter,
more than 800 people had attended approxi-
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mately 50 training sessions.270 Several GOI
employees have attended multiple classes, and
approximately 144 civil servants are now trained
GOI trainers.271
v 14
As part of the effort to strengthen Iraq’s
7/24/07
policy capacity,
Tatweer sponsors scholarships
Approved by
for civil SM
servants to earn master’s degrees in
public management or public administration.
By October 17, 2007, 81 scholarships had been
awarded. Tatweer is in the third round of applications and expects to offer an additional 100
scholarships.272
USAID is also collaborating with Iraqi ministries to improve their planning processes and
implement their capacity development efforts.
Last quarter, Public Management Advisors
(PMAs) were operating in seven ministries. This
quarter, 11 PMAs assisted the GOI with fiscal
management, strategic planning, and project
management:273
• Nine advisors are in the targeted ministries.
• One operates in the NCCMD.
• One advises the Council of Ministers, the
Deputy Prime Minister’s Office, and the
Prime Minister’s Office.274
USAID uses Public Management Units
(PMUs) to augment ministerial assistance.
The PMUs work wherever they are needed,275
assisting in accelerating capacity development
processes and performance management.276
Three PMUs—staffed by eight personnel—provide assistance in information technology,
statistics, and procurement. They have operated
in the Prime Minister’s Office and the ministries

capacity development
Democracy/Governance

Security/Justice

of Oil, Electricity, Municipalities and Public
Works, Justice, Health, Planning and Development Cooperation, Water Resources, Human
Rights, Agriculture, and the Council of Ministers Secretariat.277
Other examples of capacity development
initiatives include:
• training on structural geology, coordinated
between the U.S. Embassy and five officials
from the Ministry of Oil278
• two online seminars for Iraqis—one
addressing concrete deterioration and
repair and one addressing project work
plans279
• two networking meetings for Iraqi businesses to assist with contracting training
and responding to tenders280
• a conference, hosted by the Iraqi-American Chamber of Commerce and Industry,

Economic Development

Provincial R

Capacity Development

where Iraqi and U.S. speakers addressed
economics,
business, and vocational trainTransportation and
Health Care
281 Communications
ing
• training plant managers and technicians
to sustain electrical generation units at the
Doura Plant Units 5 and 6282
• on-site support for employees at 12 water
and wastewater treatment plants283
Electricity
Oil and$60
Gas
GRD’s IRRF
programs are contributing
million to capacity development and $97.4 million for Operations and Maintenance (O&M)
Sustainment.284 Examples of projects include:
• three ITAO-managed seminars related to
oil projects
• ten electrical sustainment projects
• one water O&M project
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The United Nations High Commissioner for Refugees (UNHCR) reports that the unstable security situation in Iraq has forced more than 4.4
million Iraqis from their homes391—more than
3.2 million since 2003.392 More than 2.2 million
Iraqi refugees now live in other countries, and
2.2 million Iraqis are displaced internally.393
UNHCR estimates that 60,000 Iraqis are
being displaced every month.394 Approximately
15.7% of the Iraqi population has been forced
from their homes.395

Electricity

Internally Displaced Persons
Oil and Gas
(IDPs)

In October 2006, UNHCR reported 1.5 million
Internally Displaced Persons (IDPs) in Iraq.396
Over the past year, this number had risen to
2.2 million.397 The International Organization
for Migration (IOM) cites increasing sectarian
violence and widespread lawlessness as key
reasons for the increase.398 Figure 2.32 shows the
percentage of IDPs from each province.

More than half of Iraq’s governorates have
implemented entry restrictions for displaced
persons. These restrictions vary by governorate.
Table 2.28 shows each governorate’s restrictions
on IDP entry and the percentage of IDPs originating there.
USAID’s Office of U.S. Foreign Disaster
Assistance (OFDA) received $45 million for
humanitarian assistance to IDPs in Iraq. This
funding allows implementing agencies in all
18 provinces to provide IDPs with emergency
relief supplies; water system and infrastructure
rehabilitation; small-scale, cash-for-work activities; and support for mobile medical teams and
emergency health programs.399
When IDPs emigrate into new governorates, religious and ethnic groups often clash. In
response to the escalating tension, the National
Democratic Institute for International Affairs
(NDI) has launched several programs to peacefully work through conflict.400 In Erbil, for
example, the NDI funds a program that works to
encourage tolerance among local youths.401
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Figure 2.32

Internally Displaced Persons (IDPs) - Loss of Population by Displacement
Source: International Organization for Migration, IOM Emergency Needs Assessment (9/15/2007)

Dahuk

Erbil
Ninewa
Tameem

Sulaymaniyah

Salah al-Din
Diyala
Baghdad

Anbar

Kerbala Babylon

Wassit
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Qadissiya
Thi-Qar

Najaf
>50%
10% - 50%
< 10%
No Data
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IDP Entry Restrictions by Governorate

Governorate

Anbar

Governorate
Location

Percentage of Total
IDPs Originating in
governorate

6%

Transportation and
Communications

1%

Refugees/Human Rights

Entry Restrictions

IDP families are deported if any link to the insurgency is suspected.

Electricity

Babylon

Health Care

Oil and Gas

No IDPs have been permitted to enter Babylon since March 2007. Exceptions
include professionals and former residents of the governorate.

There are no reported IDP restrictions for entry into Baghdad.

Baghdad

68%

Basrah

2%

Dahuk

0%

Diyala

15%

Erbil

0%

Many IDPs here have moved from heterogeneous to homogeneous
communities within the city.

No IDPs are permitted to register in Basrah. Exceptions are made only for
former Basrah residents.

Dahuk is imposing restrictions on IDP entry into the governorate.
Dahuk has accepted Yazidi IDPs who were displaced after the Sinjar bombing
in Ninewa.

Although no specific IDP restrictions are reported in Diyala, checkpoints have
been set up at governorate borders and within the city.

Erbil is now restricting IDP entry into the governorate.
Erbil has accepted Yazidi IDPs who were displaced after the Sinjar bombing
in Ninewa.
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Governorate

Governorate
Location

7/24/07 Percentage of Total
Approved IDPs
by Originating in
SM
governorate

Entry Restrictions

Kerbala

0%

IDPs were not permitted for many months, but Kerbala has reportedly begun
registering those it deems “most vulnerable.”

Missan

0%

No restrictions reported.

Muthanna

0%

Only IDPs belonging to a specific Muthanna tribe are permitted to register in
the governorate.

Najaf

0%

No new IDPs have been permitted to enter Najaf City since December 2006.

Ninewa

2%

An IDP camp in Ninewa was closed this quarter due to insufficient funds and
unsustainable living conditions.

Qadissiya

0%

No new IDPs will be accepted in Qadissiya except for former residents, who
will be permitted to return.
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IDP Entry Restrictions by Governorate

Governorate

Governorate
Location

Percentage of Total
IDPs Originating in
governorate

Entry Restrictions

Salah al-Din

4%

Electricityindicate that all IDPs fromOilDiyala
and Gasand Anbar have been removed
Reports
from the governorate due to the deteriorating security situation in Salah
al-Din.

Sulaymaniyah

0%

Sulaymaniyah is currently placing restrictions on IDP entry into the
governorate.

Tameem

1%

No IDP restrictions have been reported for Tameem this quarter.

Thi-Qar

1%

Only IDPs with tribal connections to Thi-Qar will be registered.

Wassit

1%

Wassit is currently accepting all IDPs. Reports indicate that the number of
IDPs entering Wassit is straining the governorate’s infrastructure.

*Only governorates with relevant percentages of IDPs included in detailed updates.
**IOM percentages have been rounded to the nearest whole number.
Source:
IOM, “Emergency Needs Assessment: Post February 2006 Displacement in Iraq,” September 1, 2007.

Table 2.28
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Many Iraqi refugees have sought safety in Iraq’s
neighboring countries: Syria, Jordan, Egypt,
Lebanon, and Iran. Figure 2.33 shows an overview of their emigration.
This quarter, both Syria and Jordan402 closed
their borders to Iraqi refugees.403 Iraqis who
seek residency in Syria or Jordan must now
apply for a visa.404 Syria has reported that 1.5
million Iraqi refugees have already crossed its
borders.405 Iraqis now represent approximately
7.7% of Syria’s population.406 Jordan has accepted
500,000-750,000 Iraqi refugees.407 Iraqi refugees
represent 8-12% of Jordan’s population.408
Many refugee children are unable to attend
school.409 To address this issue, UNHCR and
UN Children’s Fund (UNICEF) have established
a $129 million fund to return approximately
155,000 Iraqi refugees in Jordan and Syria410 to
school.411 The United States has identified $39
million for this campaign—$30 million from the
ESF Infrastructure Security Protection Program
and $9 million from Emergency Refugee and
Migration Assistance.412
This year, the U.S. Migration and Refugee
Assistance Fund will receive $14.4 million to
provide more aid for Iraqi refugees in Jordan,
Syria, and Lebanon.413 Four international aid
agencies have issued an appeal to the United
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States for an additional $84.8 million to help
host nations provide basic health and nutrition for Iraqi refugees.414 The World Health
Organization, UNHCR, UN Population Fund,
UNICEF, and World Food Programme (WFP)
are especially concerned with the conditions
in Syria and Jordan.415 Syria, Jordan, and Egypt
have provided refugees with the same access to
health care as their own citizens.416 This has put
substantial strain on national resources.417

Human Rights

Of the $15 million allocated for human rights,
$14 million has been expended.418 According to
DoS, the purpose of human rights funding is to
“address the atrocities of the Saddam regime and
create a climate for the promotion of fundamental human rights and dignity in Iraq.”419
DoS provided these updates on human rights
projects this quarter:420
• continued holding human rights workshops
in Baghdad and Basrah
• continued producing and broadcasting
radio programs on human rights through
the al Iraqiya station
• started producing and disseminating
the electronic newsletter, Human Rights
Defenders Network (HRDN)

refugees, IDps, and human rights
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Capacity Development

Movement of Iraqi Refugees
Figure 2.33
Transportation and
Communications

Health Care

Refugees/Human Rights

TURKEY
10,000
Iraqis to Turkey b
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1,500,000
Iraqis to Syria c
SYRIA
LEBANON
Mediterranean Sea

57,000
Iraqis to Iran b

IRAQ

d

40,000
Iraqis to Lebanon a

IRAN

JORDAN
500,000 - 750,000
Iraqis to Jordan a

80,000 - 100,000
Iraqis to Egypt a

KUWAIT
200,000
Iraqis to the
Gulf States a
Persian Gulf

QATAR

SAUDI ARABIA
EGYPT

UNITED ARAB
EMIRATES

Notes:
a. UNHCR, Iraq Situation Map, July 2007.
b. UNHCR, Statistics on Displaced Iraqis Around the World, September 2007.
c. UNFPA, UNHCR, UNICEF, WFP, WHO, “Health Sector Appeal: Meeting the Health Needs of Iraqis Displaced in Neighboring Countries,” September 18, 2007.
d. Estimated current population of Iraq: 27,996,000, IOM.
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This section updates the progress of Iraq’s development in five key areas:
• Electricity
• Oil and Gas
• Water
• Health Care
• Transportation and Communications

Electricity

In October 2003, the UN/World Bank Iraqi
Needs Assessment predicted that Iraq would
need $12.1 billion to rebuild the electricity
system. Subsequent assessments put the figure
at $20 billion. Since 2003, the electricity sector
has received the second-largest investment of
U.S. Iraq reconstruction funds—more than $4.6
billion.
Electricity production this quarter set a
post-war record, averaging approximately 4,550
megawatts (MW) per day, its highest quarterly
average since the start of the war. On September
11, 2007, another record was set when the production capacity peaked at 5,530 MW. Furthermore, the Iraqi power grid reached 5,200 MW
production capacity every day from early August
through the end of September.285
In recognition of this important milestone,
the U.S. Embassy sent a letter to the GOI,
crediting the Ministry of Electricity for this
important achievement. According to GRD,
sustaining production capacity at 5,530 MW has

Transportation and
Communications

Electricity
Capacity
Development

Provincial Reconstruction Team
Democracy/Governance
Economic Development

Health Care Refugees/Human Rights
Refugees/Human
Health Care
Provincial Reconstruction Team

Capacity Development
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Water

Water

Security/Justice

Oil and Gas

Health Care

Water

Capacity Development

Oil and Water
Gas

TransportationRefugees/Human
and
Rights
Communications

Health Care
the potential to serve approximately
4.9Refugees/Human
million Rights
Iraqi homes.
In addition to reaching an average monthly
Electricity
Oil and Gas
production
record, on September
16, Electricity
2007, the
system also hit a record peak load served when
it produced 123,000 megawatt-hours (MWh),
Electricity
Oil and Gas
meeting
60% of nationwide
demand. ITAO notes
that megawatt-hours is a superior measurement
to megawatts because it more accurately measures output over time, which is how consumers
experience power usage.286
DoS cites five reasons for improved electricity
output in Iraq:
• U.S.-funded O&M programs have
improved operational efficiencies.
• Recently, new Iraqi generation units and
units rehabilitated through U.S.-funded
projects have come online.
• The surge of U.S. forces in Iraq has suppressed attacks on infrastructure and repair
teams.
• Capacity increases have helped to marginally boost the resiliency of the network.
• Cooler weather allows generators to operate
more efficiently.

Health Care

Transportation and
Communications

Despite the recent gains in electricity production, ITAO cautions that elevated production
may temporarily decline because scheduled
maintenance will take some generators offline.
To mitigate generation drops caused by planned
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maintenance and to sustain the new baseline
production level, the Ministry of Electricity may
be assessing the feasibility of re-routing fuel from
the power plants that are closed for maintenance
to functioning plants that lack fuel.287 The United
States is also working with the Ministry to facilitate the delivery of diesel fuel ($150 million) that
awaits transport from Kuwait to the Mussayib
and Qudas power stations.288
Providing enough power to Iraqis remains a
challenge, even as demand for electricity in Iraq
increases. Purchases of air conditioners, refrigerators, and satellite TVs all have increased since
2003. Because the GOI almost entirely subsidizes
electricity, Iraqi consumers have little incentive
to economize their use of electricity.289
Figure 2.34 shows the trajectory of electricity

production in Iraq. For the month of September,
the average monthly production was 4,800 MW
per day.
In October 2003, the CPA established 6,000
MW per day as the U.S. reconstruction target.
This target is shown on Figure 2.34. Moreover, this quarter the IMF released a Statistical
Assessment Report with more robust pre-war
production measures, as shown in Figure 2.34.
This quarter’s average monthly production was
approximately 500 MW above the IMF pre-war
measure of approximately 4,075 MW.290

Challenges
The circular dilemma of fuel demand at power
plants and power shortages at oil facilities
remains a major challenge for the electricity

Figure 2.34

IMF Average Electricity Production
Megawatts
Sources: IMF Iraq: Statistical Appendix (August 2007); 2007 Average Electricity: ITAO, Daily Electricity Report (1/1/2007 - 9/30/2007)
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Regional transmission lines remain vulnerable to attacks and
looting.

and oil sectors. The Ministry of Electricity has
cited a lack of fuel to run power plants, while
the Ministry of Oil has noted a lack of electricity
to power the oil refineries. In January 2007,
SIGIR reported that solving the fuel and power
shortages requires coordination between the two
ministries, but subsequent joint discussions have
yet to produce a coordinated plan.
This quarter, the Energy Fusion Cell reported
that the Ministry of Oil and the Ministry of
Electricity entered into a joint venture with Iraq’s
oil operating companies to capture associated
gas (which is otherwise flared into the atmosphere) to be used to power a generation station
in North Rumaila.291 This coordinated action
represents a significant first step toward an
overarching coordinated national energy plan.292
A former Iraqi Ministry of Electricity official
recently noted that the U.S. effort to reconstruct
the electricity sector complicated power production in Iraq because the United States over-

populated power stations with new generators
of different makes, capacities, and technologies,
which exacerbated fuel issues.293 Furthermore,
many generating units that the United States
purchased and installed remain idle because no
suitable fuel is available. If planners had considered coordinating fuel types, quantities, and
availabilities before purchasing and installing
electricity generators at plants, shortages could
have been alleviated, according to the report.
While acknowledging the challenge of matching
fuel types, quantities and availabilities, U.S. analysts have noted that installment decisions made
in 2003 were driven by the need to quickly add
new power with limited funding.294
In addition to fuel issues, Iraq’s centralized electricity system is highly vulnerable to
interdictions. Eight regional 400-kV transmission lines are out of service in October because
saboteurs attacked large sections of the grid, and
looters brought down electricity towers.295 The
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Iraqi Air Force (IAF) has deployed 35 helicopters
to provide reconnaissance; however, the IAF is
not armed. The IAF patrols intend to provide
information so that repair workers are not subject to attack at the sites.
Last quarter, SIGIR reported that provinces
producing more electricity than they consume
remain reluctant to share electricity with other
regions on the grid. The amount of power that
the provinces use and the level allocated to the
province by the Ministry of Electricity change
daily. Table 2.29 shows a snapshot as of October

9, 2007. As the table shows, 14 provinces took
a greater share than they were allocated by the
Ministry. As Figure 2.35 shows, most provinces
are using more than 100% of the power allocated
for their usage by the Ministry of Electricity.
Another issue is that many projects have
been started and then stopped, adding to project
costs. This quarter, the Supervisory Control
and Data Acquisition (SCADA) contractor was
ordered not to start any new work, to complete
any work already in progress, and to close out
the SCADA project, producing handover pack-

Electricity Allocation and Usage, by Province
Load Served

Governorate
Baghdad

Total
MWh

Average
MW

Peak
MW

Province
Allocation
MW

% of
Province
Allocation

21,685

904

1,050

1,200

75%

Diyala

2,165

90

125

116

78%

Erbil

4,172

174

240

209

83%

Sulaymaniyah

5,475

228

376

236

97%

Wassit

2,915

121

140

120

101%

Ninewa

10,883

453

560

400

113%

Babylon

3,558

148

160

124

119%

Tameem

4,311

180

210

147

122%

Kerbala

2,880

120

130

98

123%

Najaf

3,730

155

185

116

134%

Salah al-Din

5,592

233

260

164

142%

Anbar

4,700

196

240

138

142%

Dahuk

4,268

178

206

111

160%

Thi-Qar

5,515

230

250

138

167%

Basrah

16,460

686

740

400

171%

Missan

2,575

107

125

62

172%

Qadissiya

2,995

125

135

71

175%

Muthanna

2,800

117

125

62

187%

Source: ITAO, Electric Daily Units Performance Report, October 9, 2007.

Table 2.29
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ages for all sites in the project. This decision has
been taken to prevent budget overruns but was
caused in part by a worsening security situation
and many destroyed electrical towers. To date,
the contractor was paid nearly $100 million and
completed approximately 86% of the SCADA

project. The Ministry of Electricity is now
responsible for completing the installation of
equipment and uninstalled items. GRD continues to provide operations and maintenance
guidance to the ministry.296

Figure 2.35

Status of 400-kV Powerlines and Provincial Power Allocation vs. Usage
Source: ITAO, Electric Daily Units Performance Report (10/9/2007)
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The 2003 UN/World Bank Iraqi Joint Needs
Assessment did not thoroughly assess the Iraqi
oil sector, but the report noted that the CPA estimated that $8 billion would be needed to rebuild
the oil infrastructure in Iraq.
The United States has invested $1.71 billion in
the Iraqi oil sector. Because many variables that
cannot be controlled affect actual production,
the United States is unable to measure precisely
the U.S. contribution to oil production output in
Iraq.
Since 2003, the goals for crude oil production
in Iraq have changed. In 2003, CPA set a goal
to “repair and restore the oil infrastructure to
pre-war levels.” The U.S. Department of Energy
reported that Iraqi pre-war oil production was

oil and gas
Health Care

Oil and Gas

2.58 million barrels per day (MBPD).297 In
January 2007, the Ministry of Oil changed its
goal for crude oil production from 2.5 MBPD to
2.1 MBPD because the Al Basrah Oil Terminal
(ABOT) was shut down for maintenance and
upgrading the meters.298
This quarter, oil production averaged 2.16
MBPD, exceeding the Ministry of Oil’s goal
of 2.1 MBPD for the first time in 2007. ITAO
attributes the increase to a renewal of oil supplies
from the Kirkuk oilfields in the north: critical
pipelines have been repaired and are in operation. It is important to note, however, that this
quarter’s production lags slightly behind the
same period last year. Table 2.30 compares this
quarter’s production with the same period last
year and pre-war levels.

Roadside gas pumps. Shortages of fuel continue to affect all sectors of Iraq’s economy.
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Status of Reconstruction
Last quarter, production capacity reached 3.00 MBPD, the established GOI short-term
goal. Iraq’s long-term development plan includes tripling oil production by 2015. The
GOI must confront oil production challenges, such as aging infrastructure.

Crude oil production exceeded the Iraqi ministry goal of 2.1 MBPD for two weeks in
August and September—for the first time in 2007.

Trend
0

2.5
Pre-war

Export Levels

07

1.95
MBPD

17%

N/A

-31%

-36%

-22%

-28%

-16%

-45%

Trend
0

6.05 ML

12 Pre-war

Refining Trends—
Gasoline

07

Despite only modest increases in crude oil exports over the past few years, revenue from
Iraq crude oil exports remains high because the price of crude oil on the world market
remains high. This quarter, crude oil exports reached 1.95 MBPD.
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Production of refined fuels—gasoline, diesel, and kerosene—has trended downward
since 2004. Diesel and gasoline refinement this quarter continued a downward trend
measured against autumn levels of 2004, 2005, 2006, and 2007. The GOI faces challenges
in the refining industry that include antiquated equipment, limited maintenance, lack of
manpower, spare part shortages, irregular electricity supplies, inadequate storage, and
theft.

Trend

0

Source: ITAO, Monthly Import, Production and Export, (September 2007).
Note: SPLY denotes Same Period Last Year. MBPD denotes Million Barrels Per Day. ML denotes Million Liters.

Table 2.30
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Figure 2.36 shows oil production output
versus ministry goals since the start of the war.299
Last quarter, GRD reported that Iraq met its
production capacity goals for natural gas and

Oil and Gas

liquefied petroleum gas (LPG). Table 2.31 below
shows the production capacity progress made
since this period last year.

Figure 2.36

Crude Oil Production by Region
Millions of Barrels per Day (MBPD)
Source: ITAO, Monthly Import, Production and Export (September 2007).
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Source: GRD, response to SIGIR data call, June 9, 2007.
Note: SPLY denotes same period last year.

Table 2.31
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Prices of Oil and Refined Fuels

Status of Hydrocarbon Law

Last quarter, the Ministry of Oil raised the
price of gasoline, blended gasoline, and diesel
in accordance with the IMF Stand-By Arrangement. As Table 2.32 shows, these fuel adjustments represent substantial fiscal gains for the
GOI because they 1) eliminate fuel subsidies that
have traditionally been part of the government’s
fiscal year budget, and 2) reduce demand for the
remaining subsidized fuel because consumers
must pay more for the fuel they are using.
High prices for crude oil continue to push
government revenue upwards. Nevertheless, the
IMF reports that the Iraqi economy remains susceptible to fluctuations in the price of crude oil.

Progress toward hydrocarbon legislation
remains stalled, despite its high priority to the
leadership of the GOI and U.S. government. As
SIGIR noted last quarter, hydrocarbon legislation is actually a series of four laws: a framework
law that establishes lines of authority for signing
contracts, revenue sharing, the creation of a
national oil company, and the regulatory role of
the Ministry of Oil. Table 2.33 shows the status
of these laws.

Challenges Facing the Oil Sector
Table 2.34 shows the status of two major challenges in the oil sector—protecting pipelines and
battling corruption.

Price Increases for Refined Fuels ($ per gallon)
3/31/2006

6/30/2006

9/30/2006

12/31/2006

6/30/2007

Sep. 2005

Prior
Action

Goal

Actual

Goal

Actual

Goal

Actual

Goal

Actual

Goal

Actual

Regular Gasoline

$0.05

$0.26

$0.33

$0.26

$0.40

$0.45

$0.45

$0.45

$0.54

$0.68

$0.91

$1.06

Premium
Gasoline

$0.13

$0.64

$0.77

$0.64

$0.90

$0.90

$1.03

$0.90

$1.23

$0.95

–

–

Blended Gasoline

–

–

–

–

–

–

–

–

–

$0.95

$1.21

$1.36

Kerosene

$0.01

$0.06

$0.13

$0.06

$0.19

$0.19

$0.23

$0.19

$0.31

$0.20

$0.45

$0.61

Diesel

$0.03

$0.23

$0.28

$0.23

$0.32

$0.32

$0.40

$0.38

$0.48

$0.41

$1.06

$1.06

Sources: IMF, Country Report No. 07/115, March 2007; Conversion rates: IMF, response to SIGIR data call, July 19, 2007.
Note: Prices have been converted from Iraqi dinars (ID) per liter to U.S. dollars per gallon. These are the conversion rates used, by date: December 2005—
1,474 ID/$, March 2006—1,476 ID/$, June 2006—1,477 ID/$, September 2006—1,475 ID/$, December 2006—1,391 ID/$, June 2007—1,250 ID/$.
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Status of Hydrocarbon Legislation

Framework for lines of
authority

On August 6, 2007, the Kurdistan Regional Government (KRG) approved its own oil
law, signaling that the Kurds are moving forward with their own oil policy. Meanwhile,
the KRG and the GOI remain divided on the framework legislation. On July 3, 2007, the
Council of Ministers approved a draft version of the framework law, and the legislation
was forwarded to the Council of Representatives. Kurdish officials withdrew support for
the law based on changes made to the draft, and the legislation remains with the Council
of Representatives. DoS reported to SIGIR this quarter “that KRG oil deals do not help
negotiations on the hydrocarbon legislative package.”

Revenue sharing

A draft of this law creates two revenue sharing accounts—one to take in external revenue
and one to collect internal revenue. According to the draft, regions would receive revenue
based on population; the KRG would receive the same 17% payout it takes in now. The
draft also includes a plank that establishes a separate KRG account at the Central Bank of
Iraq.

National oil company

This law is contingent on the passage of the framework law.

Regulatory role of the
Ministry of Oil

This law is contingent on the passage of the framework law.

Sources: DoD, Measuring Stability and Security in Iraq, September 2007, p. 13. NEA-I, response to SIGIR data call,
October 22, 2007.

Table 2.33

Status of Challenges in the Oil Sector
Protecting pipelines

The Iraqi Air Force (IAF) has deployed surveillance forces (35 helicopters) to report on
oil pipeline interdictions. DoS notes that IAF has more success identifying attacks on
oil pipelines than on electricity lines. Insurgents are more conspicuous when attacking
pipelines because they are forced to dig for pipelines before triggering IEDs.

Corruption

DoD reported that Strategic Infrastructure Battalions (SIBs) and Facilities Protection
Service (FPS), the protection forces of the oil sector, are suspected of complicity in
smuggling as much as 70% of the output of the Baiji refinery, costing Iraq as much as
$2 billion in revenue per year.

Source: DoS, response to SIGIR data call, October 15, 2007.
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Provincial Reconstruction Team

Water

The Mosul Dam supplies
drinking water, irrigation, flood
control, and hydroelectric power
to the surrounding region.
Access to clean water remains a
critical issue across Iraq.
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In 2003, a UN/World Bank assessment estimated that rebuilding Iraq’s water and sewerage
systems would cost more than $14.4 billion.300
IRRF 2 has obligated approximately 93% of its
$2.09 billion for reconstruction of the water
system in Iraq. Violence, a lack of trained facility
workers, and inadequate maintenance practices
impede progress in the water sector.
Because nearly all of the IRRF 2 water
funding is expended, CERP funds are playing
an ever-growing role in this sector, funding local
water projects to connect potable water and
sewer lines to homes and businesses in provinces
and strategic cities across Iraq. Approximately
one-third of all CERP money ($530 million) has
funded water and sanitation projects.
This quarter, SIGIR inspected the largest
dam in Iraq—the Mosul Dam on the Tigris
River—which the Saddam Hussein government completed in 1984. Because the dam was
built on a foundation of soluble soils, the dam
requires constant grouting. The U.S. government has been funding short-term solutions to
the problems, while the Iraqi Ministry of Water
Resources seeks a longer term solution.
Table 2.35 provides a summary of the status
of various water metrics.
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Status of U.S. Water Projects
Metric

Trends
3.0

Output of U.S. Potable Water
Projects
(Million Cubic Meters per Day)

Goal 2.4
2.0

0
2006

2007

Goal 8.4
6.7

9.0

People Served by U.S. Potable
Water Projects
(Millions)

0
2006

2007

1.24

Goal 1.22
1.20

Output of U.S. Sewerage Projects
(Million Cubic Meters per Day)
1.04
2006

2007

5.4

People Served by U.S. Sewerage
Projects
(Millions)

Goal 5.2
5.1

5.0
2006

2007

Source: DoS, response to SIGIR data call, October 18, 2007.

Table 2.35
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Health care issues continue to be a significant
concern to the Iraqi government. The movement of internally displaced persons, combined
with the challenges of restoring water supplies
and sewerage, poses significant health risks. The
infrastructure and facilities intended to meet
these risks have been a key focus of both Iraqi
and U.S. reconstruction efforts.

Cholera
A cholera outbreak in northern Iraq has caused
great concern in Kurdistan; the Prime Minister
has dedicated $50 million to respond to this outbreak.301 All public water systems in the affected
areas have been chlorinated.302 In addition,
provincial health authorities in Iraq have taken
these actions:303
• performed a risk assessment
• developed water safety and sanitation programs
• enhanced the surveillance system for indicator symptoms
• improved coordination and information
flow
• regulated clinical case management
• mobilized medical and other essential
supplies
• activated social mobilization and health
education campaigns

health care
Capacity Development

W

Health Care

Refugees/H

Both the World Health Organization (WHO)
Electricity
Oil and Gas
and UNICEF have taken steps to provide cholera
aid. UNICEF has donated 4,000 needles and
cannulae and has delivered 15,000 sachets of
Oral Rehydration Salts, which are “critical to
prevent death from dehydration caused by severe
diarrhea.”304 WHO has deployed two epidemiologists to assist the Ministry of Health and
plans to contribute five million water tablets to
the effort.305

Primary Healthcare Centers
(PHCs)
The United States has funded 142 PHCs. As of
October 10, 2007, 80 PHCs have been completed,
and 37 have been accepted by the Ministry of
Health. Of the 56 PHCs still under construction, 54 are scheduled for completion by March
2008.306 GRD estimates that the final two PHCs
will be completed in FY 2009.307
Six PHCs have been deprogrammed since
the start of construction because they were
bombed.308 This quarter, in Anbar province, two
of these facilities were reprogrammed.309 Table
2.36 shows the status of PHC construction.
NEA-I reports that the lack of infrastructure
to support operations and maintenance has
contributed to delays in opening PHCs.310 Openings have also been hampered by the significant
loss of medical staff. Since 2003, the number
of doctors in Iraq has dropped from 24,000 to
14,000.311
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14
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37
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35

Under Construction: 75-90% Completed

14

Under Construction: Less than 75% Complete

7

Deprogrammed

4

Reprogrammed
Total Funded PHCs
Source: GRD, response to SIGIR data call, October 10, 2007.

Table 2.36

Basrah Children’s Hospital
This quarter, steady progress continued in the
construction of the Basrah Children’s Hospital.
The hospital is now 66% complete and scheduled to open in January 2009. The construction
project is valued at $163 million. The average
number of Iraqis working on this project is
expected to increase from 750 to 1,000 per day,
according to DoS.312
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More than 86% of U.S.-funded transportation
and communications projects are complete.
Table 2.37 shows the status of these projects
for this quarter.

Key Updates in Transportation
Aviation
As of October 3, 2007, Iraqi airports reported a
decrease in the number of takeoffs and landings
per week—from 2,389 last quarter to 2,243 this
quarter.313
Work continues on the Basrah International Airport (BIA). As of October 9, 2007, six
projects have been completed, and five are in
progress:314
• BIA Communications (estimated completion: December 20, 2007)

• BIA Terminal and Tower Renovation
(estimated completion: January 1, 2008)
Electricity
• New Radar for BIA (estimated completion:
February 14, 2008)
• Renovate BIA Water System (estimated
completion: February 28, 2008)
• Upgrade and Rehab BIA Navigational
Aids (NAVAIDS) (estimated completion:
March 1, 2008)
To improve airport security, more than
7,139 Baghdad International Airport (BIAP)
employees have taken part in biometric and
badging programs. Three new stations have been
opened, and new staff have been hired to speed
the biometric and badging enrollment process.315
In April 2007, SIGIR issued an inspection of
the BIAP Power System Enhancement project,
a project valued at $11.8 million. The purpose
of the inspection was to determine whether

Status of U.S.-funded Transportation and Communications Projects
Not Started

Ongoing

Completed

Total

Roads and Bridges

78

112

1,325

1,515

Transportation—Other

12

38

294

344

Communication Equipment

21

11

180

212

Railroad Stations

1

3

115

119

Airports

3

21

40

64

Expressways

6

13

21

40

Postal Facilities

1

37

38

29

29
13

Ports
Outside Plant

3

1

9

Infrastructure Security

4

3

4

11

129

202

2,054

2,385

Grand Total

Sources: IRMS, Global Benchmark, October 12, 2007; USAID, Activities Report, October 15, 2007.
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CERP-funded road construction.

the projects were operating at the capacity
established by the original contract or task
order.316 SIGIR inspectors found that 10 of the
17 new generator sets used in the power system
enhancement were not operational in March
2007.317 As of October 17, 2007, DoS reports that
all 17 are operational.318
Railways
Security issues continue to hamper operations
of the Iraq Republic Railway (IRR) between
Falluja and Ramadi.319 The continuing violence
has affected “crew starts, train movements,
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ordinary track maintenance, and bridge repairs
at various locations.”320 The IRR Superintendent reported that although 178 people were on
payroll records, only 20 of these employees were
working regularly.321
IRR has been working with MNF-I to use the
Iraqi railroad to deliver heavy fuel oil to regional
power plants.322 Some delivery agreements have
already been made, but several routes, including
the route between the Baiji Refinery and
Ramadi, are still involved in contracting agreement negotiations.323

Transportation and Communications
Security/Justice

Transportation and
Communications

Roads and Bridges
The United States has funded more than 1,000
road and bridge projects to date.324 Seven U.S.funded road and bridge projects were completed
this quarter, according to GRD.325 Table 2.38
shows the U.S.-funded road and bridge projects
completed this quarter.
This quarter, SIGIR inspectors reviewed two
road paving projects in Ninewa—the Showairrej
to Tak Harb Road Paving project ($1.4 million)
and the Bartilla New Road Paving project ($.148
million).326 Both projects were found to be in
compliance with contract requirements. For
more information on these audits, see Section 3
of this Report.
Work on the Baghdad-Kirkuk Highway
Project continues. The northern component of
the project is 22% complete, and the southern
component is 8% complete.327 The project will
be upgraded to four lanes by December 2008.
The Ministry of Construction and Housing is
executing this project through a grant agreement

with the United States. When the contractor on
the project reaches predetermined milestones,
the United States provides reimbursement to
Electricity
the Ministry, which is responsible for paying
the
328
contractor.
Although the progress of construction of
roads and bridges remains steady, attacks on
infrastructure continue. This quarter, the Grand
Canal at Tiji lost its southbound bridge in an
attack.329
Shipping and Ports
The last ongoing U.S.-funded reconstruction
project at the Port of Umm Qasr, the Nelcon
Crane Refurbishment Project, is nearing
completion. The Power to Nelcon Cranes part of
the project is 97% complete, and the Installation
of Nelcon Cranes project is 88% complete.330
Until recently, the cranes have not been functioning because the General Company for Ports
of Iraq (GCPI) had not supplied the new batteries required for operation.331 GRD informed

Road and Bridge Projects Completed this Quarter
Project Completed

Project Type

Completion Date

Rural Road between Showairrej and Tak Harb

Village Roads

7/3/2007

PRDC

7/4/2007

Road between Mosul and Baghdad
Baiji PP Access Road and Gate

Village Roads

7/8/2007

Sadr Al Yousefiyah Road Repair

Village Roads

7/11/2007

Overlay Main Road

Village Roads

8/5/2007

Road between Tala Al Thawayal and Ghayda Road

Village Roads

8/17/2007

PRDC

8/20/2007

Main Roads in Diwaniya City
Source: GRD, response to SIGIR data call, October 9, 2007.

Table 2.38
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the Embassy that if GCPI failed to provide the
batteries, the Nelcon Crane Project will be terminated for convenience, and the south port of
Oil and Gas
UmmElectricity
Qasr will have no container
capabilities.332
As of October 17, 2007, generators were reportedly operational and in good condition. GRD
is arranging for contractors to complete their
projects.333
The Roll On-Roll Off (RO-RO) berth project
at Umm Qasr, valued at $2.7 million,334 was
completed on September 14, 2007,335 after several
delays.336 A RO-RO berth allows ships to berth
quickly and to offload cargo without the use of
cranes.337 The GCPI has accepted the new RORO berth, and will be responsible for lighting,
AC pavement, and facilities to expedite the
unloading of RO-RO goods.338

Key Updates in
Communications
In August 2007, three companies won bids for
cell phone licenses. Each company bid $1.25 billion for its license, an amount that each has had
difficulty paying.339 Since the awards were issued,
one of the firms lost its license.340 According
to ITAO, the licensing auction has triggered
“a period of instability,” in the telecom market
which will last at least until early 2008.341
Thirty-three IRRF-funded projects focusing
on the modernization of the Iraq Telecommunications and Postal Commission (ITPC) are
complete.342 The Diwaniya Post Office, finished
on September 9, 2007, was the final ITPC postal
facility project to be completed.343
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The Wireless Broadband Network, part

the Iraqi Telecommunications System project, is
scheduled for transfer to the Ministry of Communications in October 2007.344 ITAO’s Office
of Communications is facilitating the transfer,
and a number of private companies have voiced
interest in running the wireless network for
profit.345
The switching facility at Al-Maimouna (Al
Mamoon), also part of the Iraqi Telecommunications System project, was originally scheduled
for completion in September 2007. Last quarter,
SIGIR reported that the completion date for this
$26.6 million facility had been changed to February 2008, and the project was 22% complete.346
This quarter, GRD reports that the project is 27%
complete and estimates a completion date of
February 10, 2008.347
At the Iraq Telecoms Conference in London,
the Minister for Communications expressed
his intention to create a Telecommunications
Master Plan for Iraq. ITAO’s Office of Communications will work with the Ministry to ensure
that PRT telecommunication developments are
consistent with existing national telecommunication plans. ITAO predicts that “it is likely that
the result of the Plan will be the privatization of
SCIS [State Company for Internet Services], and
clearer management and funding processes for
ITPC as the responsible agent for the core fiber
infrastructure.”348

