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— To aid understanding of the barriers to reform of Iraq’s state and economy,

this paper focuses on the drivers and impact of politically sanctioned corruption
in the country. This type of corruption has become far more consequential

for the coherence of the state, and for its everyday functioning, than petty

or personal corruption.

Politically sanctioned corruption is facilitated in part through the ‘special grades’
(al-dargjat al-khasa) scheme, in which ruling parties compete to appoint senior
civil servants to oversee, among other things, the tendering of contracts. Operating
under the protection of the political parties, these bureaucrats ensure that resources
flow from ministries and state institutions to their patrons. They also serve

as chokepoints, blocking contracts if they do not benefit the parties concerned.

The special grades scheme effectively means that power in Iraq does not reside
in the formal, transparent and hierarchical institutions of the state, or with

the official heads of ministries. Rather, political power lies with political parties
and their loyalists (in the latter case, this means senior civil servants generating
revenue for their parties from state coffers).

International policymakers have expressed frustration at their own inability,
when taking part in formal diplomatic processes, to engage with the real
power-holders in the Iraqi state. This is because Iraqi ministers, from the prime
minister down, face constraints that do not allow them to enact reform policies
which they profess to favour.

Rather than seeking to understand Iraqi politics and the state in hierarchical,
institutional, legal and rational terms, international and domestic policymakers
should encourage reform only once they have a fundamental grasp of how the
dynamics of power work across the whole Iraqi system. This requires mapping
not only the networks of ministers and government leaders they deal with

on a day-to-day basis, but also the positions and influence of the senior civil
servants who run state institutions.

As the demonstrations that dominated Baghdad and the towns and cities

of southern Iraq from October 2019 onwards showed, politically sanctioned
corruption is one of the major drivers of popular alienation in Iraq. Until
meaningful constraints are placed on such corruption, Iraq’s ruling elite will find
it difficult to re-establish any form of popular legitimacy or stabilize the country.



Introduction

Politically sanctioned corruption in Iraq is a key impediment
to good governance - and all the more intractable a problem
for being embedded into the country’s elite pact.
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‘My signature is just a rubber stamp after contracts are already approved.’

In a discussion in Baghdad during the research for this paper, an Iraqi cabinet
minister explained to the authors that every Sunday he would convene his
weekly team meeting at his ministerial office and that, much to his initial surprise,
his assistants would tell him to sign certain contracts and block others. When

he challenged or questioned a contract, he was met with resistance from some

of his employees, on whom he depended to run the ministry. If he went further and
overturned a decision, relying on his formal powers as the most senior authority
in the ministry, he would start to receive phone calls and text messages. In these
communications, the heads of the major political parties — which controlled the
ministerial assistants whom the minister had attempted to overrule — would
threaten the minister.

The constraints described above are not an anomaly in Iraq — they are a product
of the country’s political system. Many Iraqi government ministers have publicly
expressed frustration at their inability to use the power they should have as the
heads of state institutions to make decisions or pursue specific policy agendas.
Instead, their own employees — empowered through political parties — effectively
act as decision-makers.

Under Iraq’s post-2003 political system, the process of forming a government after
an election involves parties competing for influence in each government ministry —
and for the resources each commands. This system functions as a kind of elite pact.
It ensures that parties are rewarded for their participation in the electoral process
by becoming members of governments of national unity. These dynamics, originally
put in place to democratize the country in the aftermath of the regime change that
accompanied the US-led invasion, govern Iraq’s political system today.

In the early years of this system’s existence, a lot of political attention focused
on the commanding heights of the formal state. Parties competed for the ‘three
presidencies’ — the positions of president of the republic, prime minister and
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speaker of parliament — as well as for ministerial appointments and the chairs
of powerful commissions. During these early years, controlling the appointment
of a particular minister meant gaining power over the relevant ministry.

Over the years, Iraq’s political parties have pushed the politicization of formal state
institutions further down into the bureaucracy. Across government institutions, from
cabinet ministries to independent commissions, parties place loyalists in positions
where they serve the interests of the party before those of the state or the wider
Iraqi population.

One area where this competition for senior civil service positions has become
significant is in the ‘special grades’ (al-darajat al-khasa) scheme. Hundreds

of officials in politicized special grades, spread across all the formal institutions
of the state, have dominated Iraq’s government with impunity since at least 2005,
following the first national election after the fall of the Saddam Hussein regime.
In competition with each other, members of the special grades use the assets

of the ministries in which they work to benefit the parties they represent.

Although some ministers are independent
technocrats and nominally above the demands of
party politics, in reality they often act at the behest
of the civil servants who run their ministries.

Today, although some ministers are independent technocrats and nominally above
the demands of party politics, in reality they often act at the behest of the civil
servants who run their ministries. As such, a minister’s signature on a government
contract issued by a particular ministry becomes little more than a rubber stamp,
formalizing a deal concluded behind the scenes by assistants aligned to a particular
political party or parties. Alternatively, these civil servants at times act as
chokepoints stopping ministerial decisions.

This approach to the formation of governments and the subsequent functioning
of the state has led to a rapid expansion in government payrolls, the political
sanctioning of endemic corruption, and the balance-of-payments crisis in which
the Iraqi government currently finds itself. The nature of this political system and
its entrenchment in public life mean that meaningful and sustained economic
reform will be very difficult to achieve.

The mass protests that dominated Baghdad and southern Iraq from October 2019
onwards — known as the ‘October Revolution’ or ‘October Uprising’ — focused
specifically on this political system. Unlike in previous protests since 2009, the young
demonstrators were not principally demanding better services or employment.
Nor were they calling for the removal of a specific political party or leader. Instead,
they demanded the end of muhasasa — the ethno-sectarian power-sharing process
that they blamed for the failings of the post-2003 political system. These protesters
were the first major group within Iraqi society to conclude that the main barrier

to reform is not primarily personal or petty corruption or an excess of power in the
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wrong hands. They took aim instead at the mechanics of the system itself, and at how
it enables the major political parties to share wealth and power gained through
corrupt access to the Iraqi state.

International policymakers have expressed repeated frustration at their inability,
when taking part in formal diplomatic processes, to engage with the real
power-holders in Iraq. They understand that ministers, from the prime minister
downwards, face constraints that do not allow them to enact reform policies which
they profess to favour. Power in Iraq does not reside in the formal, transparent

and hierarchical institutions of the state, or with the official heads of ministries.
Rather, power lies with political parties and their loyalists, the latter being senior civil
servants who generate revenue for their party political sponsors from state coffers.!

To understand the barriers to reforming Iraq’s state and economy, Iraqi and
international policymakers must focus on the role of politically sanctioned corruption
in the country. In part, this means looking at the use of the above-mentioned special
grades in the civil service, as these have become a core mechanism of party power
within the institutions of the state.?

About this paper

This paper traces the evolution of the post-2003 political system, with the special
grades as a critical component, and its implications for the sustainable reform

of the state in Iraq. Chapter 2 argues that Iraq’s power-sharing system — although
designed to reduce ethno-sectarian tensions — has encouraged corruption by
enabling political parties and their loyalists from all sects and ethnicities to capture
key state institutions. Chapter 3 then argues that researchers and policymakers
have often understood corruption in Iraq primarily as driven by personal greed.
However, politically sanctioned corruption is in fact the main driver of all forms
of corruption. Chapter 4 traces the evolution of the special grades system to the
present day. Finally, Chapter 5 offers recommendations for policymakers seeking
to engage in Iraq. Its point of departure is to suggest that the root of corruption
in the country is the political system — with schemes such as the special grades

at its centre.

1Mansour, R. and Khatib, L. (2021), Where is the ‘state’in Iraq and Lebanon? Power relations and social control,
Research Paper, London: Royal Institute of International Affairs, https://www.chathamhouse.org/2021/04/
where-state-irag-and-lebanon.

2 This system has not featured much in Arabic or English media coverage or scholarly work. One of the few
examples is al-Shammari, B. and al-Jaf, S. (2019), ‘The Special Grades: The Title of the Upcoming Political
Competition in Iraq, al-Araby al-Jadeed, https://www.alaraby.co.uk/” 3|l §-Jsabl-guleall- gudlid|-Olgie-“dol)-Coloy il
See also Dodge, T. (2019), ‘Muhasasa Ta’ifiya and its Others: Domination and contestation in Iraq’s political field’,
Religion, Violence, and the State in Iraq, Project on Middle East Political Science (POMEPS), October 2019,
https://pomeps.org/wp-content/uploads/2019/10/POMEPS_Studies_35.1.pdf; and Mansour, R. and

Salisbury, P. (2019), Between Order and Chaos: A New Approach to Stalled State Transformations in Iraq and Yemen,
Research Paper, London: Royal Institute of International Affairs, https://www.chathamhouse.org/sites/default/
files/2019-09-17-StateTransformationslragYemen.pdf.


https://www.chathamhouse.org/2021/04/where-state-iraq-and-lebanon
https://www.chathamhouse.org/2021/04/where-state-iraq-and-lebanon
https://www.alaraby.co.uk/”الدرجات-الخاصة”-عنوان-التنافس-السياسي-المقبل-في-العراق
https://pomeps.org/wp-content/uploads/2019/10/POMEPS_Studies_35.1.pdf
https://www.chathamhouse.org/sites/default/files/2019-09-17-StateTransformationsIraqYemen.pdf
https://www.chathamhouse.org/sites/default/files/2019-09-17-StateTransformationsIraqYemen.pdf
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Figure 1. Timeline of key political developments and the rise of the special grades, 2003-20

Blue text: The rise of the special grades  Black text: Political developments

First post-regime

change ruling body First post-regime Second Nouri al-Maliki
announced: the Iraqi change national national confirmed as
Governing Council elections elections prime minister

2003-05
The seven exiled political parties
deploy their networks into special
grades positions

Maliki nominated
for a second term Third national
as prime minister elections

Erbil Agreement pluralizes special New de-Baathification
grades appointments under the new law passed - allowing
National Balance Committee Maliki to remove some

special grades positions

Jul 2015-Apr 2016

Haider al-Abadi Mass demonstrations against
Fourth national  confirmed as corruption start in Basra and
elections  prime minister spread to Baghdad

?

Following pressure from protests,
Abadi presents a new cabinet of reformist
‘technocrat’ ministers. Five of these
ministers are confirmed in August

Prime Minister
Abdul Mahdiresigns  Mass protests

following excessive  break out in Adel Abdul Mahdi
Mustafa al-Kadhimi use of force  Baghdad and confirmed as Fifth national
confirmed as prime minister against protesters southern Iraq prime minister elections

Parliament approves Kadhimi's An ‘understanding’ is reached between the Sadrists and Fateh.
cabinet of ‘technocrats’, some of whom Both focus on controlling the Prime Minister’s Office and special
are former special grades appointees grades appointments, leaving weak technocratic ministers

Source: Compiled by the authors.
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The post-2003
Iraqi state

Iraq’s power-sharing system was designed to reduce
ethno-sectarian tensions. But it has encouraged corruption
by enabling political parties, and their loyalists from all sects
and ethnicities, to capture key state institutions.
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The ethos of national unity

The political parties that have dominated Iraq since 2003 were not created in the
aftermath of regime change. Nor was the system that would shape post-Saddam
governance. The framework of what would become Iraq’s new political system
emerged much earlier, from a series of meetings held throughout the 1990s among
members of the Iraqi opposition — primarily consisting of a mix of exiled parties:
the Kurdistan Democratic Party (KDP), the Patriotic Union of Kurdistan (PUK),

the Iraqi National Congress (INC), Iraqi National Accord (INA) and the Supreme
Council for the Islamic Revolution in Iraq (SCIRI).

Following these meetings, the parties agreed on a new political system defined
by identity-based power-sharing — or informal consociationalism — which would
become known in wider popular discourse as muhasasa taifiya.® The opposition
leaders used this concept to argue that governance after Saddam would be more
representative of Iraq as a whole if it was based on the ethnic and religious
identities that the Baath Party had repressed.

The key moment when this disparate group of formerly exiled political parties
came together to enact this concept and form an elite pact to run Iraq was in July
2003. Based on advice from the UN secretary-general’s special representative

in Iraq, Sérgio Vieira de Mello, they formed the Iraqi Governing Council (IGC).

3 Dodge, T. (2020), ‘Beyond structure and agency: rethinking political identities in Iraq after 2003’, Nations and
Nationalism, 26(1): pp. 108-22; and Dodge, T. (2020), ‘Iraq’s informal consociationalism and its problems’,
Studies in Ethnicity and Nationalism, 20(2): pp. 145-52.
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The IGC was organized by the Coalition Provisional Authority (CPA), the US-led
occupation authority. At this point, the focus of those seeking power was at the
elite level. The formerly exiled political parties dominated the process of selecting
the IGC’s 25 members. The parties demanded from the CPA, and were granted,
the right to veto any of the appointments to the IGC. Members of the formerly
exiled political parties ended up taking 18 of the positions on the IGC.*

In their negotiations with the CPA, the parties also demanded the right to pick

the cabinet ministers for the first post-Baath government.® In September 2003,

the announcement of the new 25-member cabinet indicated that the parties at

the core of the new elite pact had successfully secured control over the institutions
and resources of the Iraqi state. As the ministers subsequently chosen by the IGC
took up their new roles, the parties gained authority over the budgets and payrolls
of the corresponding ministries.

Ideologically, this competition for control of the state
by a group of formerly exiled politicians, empowered
by the US force of arms, was justified through the
claim that they represented the different ethnic

and religious groups that made up Iraqi society.

Ideologically, this competition for control of the state by a group of formerly exiled
politicians, empowered by the US force of arms, was justified through the claim
that they represented the different ethnic and religious groups that made up Iraqi
society. Two of the major parties, the KDP and the PUK, claimed to be the national
representatives of Iraq’s Kurdish minority. Another two parties, SCIRI and the
Islamic Dawa Party, argued that they represented the Shia majority of Iraq, while
the Iraq Islamic Party claimed to represent the Sunni section of society. The parties
used the muhasasa taifiya and the ethos of national unity to legitimize the division
of state resources among themselves.

The first national election in January 2005 was contested by large electoral coalitions
of parties claiming to represent different ethno-sectarian communities. The United
Iraqi Alliance (UIA), which brought together the Shia Islamist parties, gained

a plurality of the votes, winning 48.2 per cent, while the Kurdistan Alliance (KA)
won 25 per cent. In spite of their coalition’s clear victory in that election, senior UTA
figures Abdul Aziz Hakim, Ibrahim al-Jaafari and Nouri al-Maliki were all committed
to ‘an inclusive solution’. This, they said, would build ‘harmony among all segments
of the Iraqi people’.®

4 Chandrasekaran, R. (2003), ‘Former Exiles Given Majority on Iragi Council | U.S. and Britain Revise Plans in
Choosing 25-Member Governing Body’, Washington Post, 13 July 2003; and Herring, E. and Rangwala, G. (2006),
Iraq in Fragments. The Occupation and its Legacy, London: Hurst & Company, p. 107.

5 Anonymous interview with a former senior US diplomat, August 2019, Washington, DC.

6 Clover, C. (2005), ‘Power-sharing key to Iraq’s political future’, Financial Times, 14 February 2005; Struck, D. (2005),
‘Jockeying for Iraq Posts Picks Up With a Quarter of Vote, Kurds See Chance to Claim Presidency’, Washington
Post, 15 February 2005; and Georgy, M. (2005), ‘Negotiations on Iraq Government Look Protracted’, Reuters,

25 February 2005.
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Fuad Maasum, the chief negotiator for the KA, set out how this inclusive solution
would be reached: through extended negotiations until a bargain could be brokered
on all aspects of government formation. Only when this general agreement had
been achieved would the newly elected national assembly convene to give its formal
blessing to what had been negotiated behind closed doors by political party bosses.”
This type of extended negotiation between the dominant political parties has shaped
the formation of governments after every national election since 2005.

Once the dominant parties had established their elite pact, the next step was

to ‘sectarianize’ the three most important offices of state. This involved dividing
the roles of prime minister, president and parliamentary speaker between the
dominant parties. In the name of Shia Arab majoritarianism, the UIA claimed
the premiership, thought to have the greatest coordinating power within the
government. The KA took the presidency. The position of speaker of parliament
was allocated to political parties claiming to represent Iraqi Sunnis.®

Of greater importance, given the resources that the state commanded, was another
agreement to allocate control of government ministries to political parties. Again
this process, and its domination by the leading parties, was justified by the claim
that sharing control of the state in this way was simply a means to recognize

and work within the existing ethno-sectarian divisions in Iraqi society. Although
the principle underpinning these allocations was not questioned in 2005, the
negotiations produced acrimony over which parties should get control of which
ministries, given the different levels of power and different-sized budgets
associated with each ministry.

This commitment to muhasasa taifiya and the ethos of national unity not only
justified the elite pact’s takeover of state power — it also provided ideological
coherence and unity to the parties, along with a common agreement effectively
legitimizing the pursuit of resource extraction and societal domination. The mistrust,
tension and competition within the ruling elite were reflected by the considerable
length of time it took after each national election to reach agreement over the
formation of a new government. Since 2005, the entire negotiation process —

from the national vote to actual government formation — has occurred six times
(see below), taking an average of 138 days to complete.

The role of elections in enforcing
elite dominance

Since 2003, Iraqi lawmakers have agreed and ratified various electoral laws and
reforms. They moved away from a closed-list system in 2005, to a semi-closed list
in 2010, to open lists in 2014, and to a first-past-the-post constituency system in 2021
(the latter following an electoral reform law passed by the Iraqi parliament). Despite

7 Fuad Maasum, speaking on Voice of the Arabs Radio, 14 February 2005, https://monitoring.bbc.co.uk/product.
8 Ahmed, S. (2005), ‘Shiites and Kurds strike deal on three-member presidency council’, Associated Press,
12 March 2005, https://www.chron.com/news/article/Iragi-Shiites-Kurds-agree-on-council-posts-1557942.php.
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the changes in electoral laws, the essential process of government formation and
its dominance by the same political parties has remained consistent, guided by
an ethno-sectarian division of power in the name of national unity.’

The parties that form the elite pact have built their long-term economic, political
and coercive unity during successive government formation processes. As mentioned
above, these negotiations have occurred after each national election: twice in 2005,
then in 2010, 2014, 2018 and again in 2019-20 after Prime Minister Adel Abdul
Mahdi was forced to resign. Each time, the process has highlighted the critical role

of elections in reinforcing the dominance of members of the elite pact. For example,
although electoral turnout in Iraq has declined since 2005 and the ‘Shia bloc’ has
fractured, Shia Islamist parties have retained their ability to gain a plurality of votes
and seats in successive Iraqi parliaments.

In part, such outcomes reflect the fact that national elections in Iraq, whatever
rules they are run under, not only empower competing political parties but also
regulate that competition. Following the second national elections of December
2005, the UIA introduced a way to institutionalize the division of government
ministries after each election, reducing the wrangling involved in the process.°
The allocation of ministerial control was to be determined according to a points
system based on the number of seats each party in the elite pact had gained

in the elections. This allowed parties to take the ‘points’ accrued through winning
parliamentary seats and ‘spend’ them on securing control of the three main
offices of state or access to ministries with different levels of power and financial
worth. For example, two parliamentary seats were worth one point after the 2018
elections. The offices of prime minister, president and speaker of parliament each
cost about 15 points to obtain. Cabinet posts were divided into sovereign ministries
(interior, finance, oil, foreign affairs and defence) and service ministries, with

the electricity and health ministries having the largest budgets. In 2018, it cost
five electoral points for a party to obtain control of a sovereign ministry, and four
to obtain control of a service ministry.!!

The political system that the dominant parties have created is highly decentred.
In 2005 each government minister, once appointed, owed loyalty not to the
government, the prime minister or a cabinet minister, but to the party bosses who
had selected him or her to run that ministry. And each prime minister, from Ibrahim
al-Jaafari onwards, has struggled to impose any form of centralizing logic on this
system. Nouri al-Maliki, the only prime minister to have served two terms (from
2006 to 2014), had the most success. However, his efforts also put the system

as a whole under immense pressure by undermining the already weak coherence
and independence of the senior civil service.

9 See forthcoming Chatham House Iraq Initiative paper by Victoria Stewart-Jolley.

10 Khalilzad, Z. (2006), ‘Cabinet formation and PM Office update’, confidential cable, 06BAGHDAD1441_a,

1 May 2006, https://wikileaks.org/plusd/cables/06BAGHDAD1441_a.html.

1 al-Shadeedi, H. and van Veen, E. (2020), Iraq’s adolescent democracy: Where to go from here, CRU Report,
Clingendael — Netherlands Institute of International Relations, https://www.clingendael.org/publication/
irags-adolescent-democracy; Daragahi, B. (2006), ‘Political Factions Haggle Over Key Cabinet Posts Amid
widespread violence, Iraq’s elected lawmakers remain mired in talks on the naming of ministers of the interior
and defense’, Los Angeles Times, 9 May 2006; and Aswat al-Iraq (2010), ‘Iraq’s defence, interior ministries to be
assigned to party candidates’, 22 November 2010, https://monitoring.bbc.co.uk/product/m199fusf.
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Rethinking
corruption in Iraq

In the Iraqgi context, corruption’s most pernicious effects

arise from the penetration of vested interests throughout the
machinery of state. Key problems include the politically driven
expansion of public sector payrolls and widespread fraud

in relation to government contracts.
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How corruption has been understood

Corruption in Iraq is often understood as an individual crime motivated by
personal greed and a propensity to break the law for self-enrichment.'? Most of
those who have criticized or sought to campaign against corruption have focused
on personal motivations for illicit wealth accumulation.

However, the political corruption that has been at the centre of the post-2003
political system has become far more consequential to the coherence of the state
and its everyday functioning. This systemic corruption is carried out and sanctioned
at an elite level. It involves a collective, not individual, decision to use unfair access
to state resources for the benefit of the whole ruling class. According to Transparency
International’s definition, political corruption is a ‘[m]anipulation of policies,
institutions and rules of procedure in the allocation of resources and financing

by political decision makers, who abuse their position to sustain their power,

status and wealth’.!® Politically sanctioned corruption has bound Iraq’s post-2003
leadership together in a rough and ready unity.'*

12 See, for example, Gunter, F. (2021), ‘Corruption Worse Than ISIS: Causes and Cures for Iraqi Corruption’, Iraq
British Business Council, https://secureservercdn.net/160.153.138.177/p40.b46.myftpupload.com/wp-content/
uploads/2021/04/2021-03-15-Revised-Corruption-IBBC-12Mar21_GM.pdf.

13 Transparency International (undated), ‘Political Corruption’, https://www.transparency.org/en/corruptionary/
political-corruption.

14 However, corruption is by no means just a post-2003 phenomenon in Iraq. Corrupt practices went on during
the 35 years of Baathist rule, especially after sanctions were applied and as the state became impoverished
following the 1990 invasion of Kuwait.


https://secureservercdn.net/160.153.138.177/p40.b46.myftpupload.com/wp-content/uploads/2021/04/2021-03-15-Revised-Corruption-IBBC-12Mar21_GM.pdf
https://secureservercdn.net/160.153.138.177/p40.b46.myftpupload.com/wp-content/uploads/2021/04/2021-03-15-Revised-Corruption-IBBC-12Mar21_GM.pdf
https://www.transparency.org/en/corruptionary/political-corruption
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International actors bear their own responsibility for the growth and prevalence
of such corruption after 2003. The CPA played a central role in setting up the
framework in which politically sanctioned corruption was able to thrive. The
ill-thought-out use of cash to fund reconstruction, the desire for quick results
no matter what the longer-term consequences, and very poor accounting
procedures drove a rapid increase in abuses of the system during this period.®
This is one of the myriad negative legacies left by the occupation authorities.

Systemic corruption is carried out and sanctioned

at an elite level. It involves a collective, not individual,
decision to use unfair access to state resources for
the benefit of the whole ruling class.

Nearly two decades after the invasion and occupation, the overall extent of the
resources taken out of the state’s coffers through politically sanctioned corruption
is hard to estimate. Ahmed Chalabi estimated in 2014, while head of the finance
committee in the Iraqi parliament, that the country had lost $551 billion from
corruption during the two Maliki premierships.!® In the run-up to the 2018 national
elections, Iraq’s Parliamentary Transparency Commission estimated that at least
$320 billion in government funds had disappeared over the previous 15 years.'”

Ali Allawi, at the end of his first term as finance minister (2005-06), estimated that
corruption diverted between 25 and 30 per cent of the government’s budget to the
ruling political parties. In 2020, in his second stint as finance minister, he estimated
that between $100 billion and $300 billion was held overseas by Iraqis, noting that
‘the large majority of these assets are illegitimately acquired’.'® A senior official with
responsibility for a major service industry has estimated that his ministry alone had
lost $80 billion due to politically sanctioned corruption.’ However, for political
reasons there has never been a forensic or transparent investigation into the exact
financial costs of politically sanctioned corruption in Iraq.

These various estimates of the extent of government corruption were echoed

in interviews conducted by the authors in Baghdad between 2018 and 2021.
During a confidential interview, one senior official estimated from his own direct
experience of running a ministry that as much as a quarter of that ministry’s budget
was spent on tendering for fraudulent contracts. He then said that another quarter
of the budget was wasted on payroll corruption in respect of political appointees,

15 Special Inspector General for Iraq Reconstruction (2009), Hard Lessons: The Iraq reconstruction experience,
Washington, DC: US Government Printing Office, http://www.sigir.mil/publications/hardLessons.html.

16 Habib, K. (2018), ‘Corruption...Nouri al-Maliki and Ali Allaq as a Model’, Middle East Online,
https://middle-east-online.com/ 1z 3sé-@Msl- e g- SIU-65-3Ludl.

17 Khan, I. (2018), ‘Iraq corruption watchdog: $320bn stolen over 15 years’, Al Jazeera, 8 May 2018,
https://www.aljazeera.com/news/2018/05/irag-corruption-watchdog-320bn-stolen-15-years-180508164137560.html.
18 Foreign Policy (2006), ‘Seven Questions: Iraq’s Economy’, 4 January 2006, https://foreignpolicy.com/2006/01/
04/seven-questions-irags-economy; and Allawi, A. (2020), ‘The Political Economy of Institutional Decay and
Official Corruption — The Case of Iraq’, Iraqi Economists Network, 19 May 2020, http://iragieconomists.net/
en/2020/05/19/the-political-economy-of-institutional-decay-and-official-corruption-the-case-of-iraq.

19 Confidential interview with government minister, Baghdad, 13 June 2019.
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Political parties

government employees who draw a regular wage but never turn up for work, and
‘ghost workers’ (fictitious persons on behalf of whom the political parties claim
salary budgets).

Such theft certainly funds personal enrichment, tying members of the ruling elite
together and creating a community of complicity and guilt. But it also funds party
political operating budgets, providing parties with the money needed to build
electoral constituencies and compete for power.?° The systemic nature of this
corruption is indicated by the fact that major corruption scandals have, at different
times, touched nearly every ministry in every administration since the formation
of the IGC in 2003.

Public sector payroll expansion

A key by-product of this structural corruption has been a rapid expansion of the
public sector payroll. From 2005 onwards, parties that performed well in elections
went on to appoint ministers who would then control the budgets and payrolls

of the corresponding ministries until the next election. Each party used this power
to employ family, party members and followers.?! In a labour market dominated
by civil service and military employment, with demand for jobs far exceeding
supply, the easiest way to secure state employment was to join or pledge allegiance
to one of the dominant political parties, or to bribe a lower-level functionary. This
process drove the sustained expansion in government employment.

Figure 2. Flowchart of payment process for government employees
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Source: Compiled by the authors.

For more on budget entities, see: Tabaqchali, A. (2021), ‘Gone with the Muhasasa: Iraq’s Static Budget Process,
and the Loss of Financial Control’, Atlantic Council, www.atlanticcouncil.org/wp-content/uploads/2021/01/
GONE_WITH_THE_MUHASASA-_IRAQS_STATIC_BUDGET_PROCESS_AND_THE_LOSS_OF_FINANCIAL _
CONTROL.pdf.
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and Ismael, T. Y. and Ismael, J. S. (2015), Iraq in the Twenty-First Century: Regime Change and the Making of

a Failed State, Abingdon: Routledge, pp. 116, 122.

21 Herring and Rangwala (2006), Iraq in Fragments. The Occupation and its Legacy, p. 131.
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Frank Gunter, a US academic, has estimated that in 2013 as many as 10-25 per cent
of those listed as government employees were ‘ghosts’. And in 2020, Finance Minister
Ali Allawi estimated that the number of employees on the government payroll had
reached 4.5 million, of whom 300,000 were ghosts.?? This arrangement has allowed
party-aligned officials to split the wages of ghost workers between themselves.?*

Allawi’s predecessor as finance minister, Fuad Hussein, said in 2019 that the
number of public sector employees and pensioners had increased from 850,000
in 2003 to 6.5 million in 2019.2* Employment-related corruption has led to an
overstaffed bureaucracy in Iraq, as payroll expansion has allowed political parties
to build patronage networks by offering public sector employment to members

of their constituencies.

According to research conducted by the authors, government employment can also
be gained through bribery — another channel through which political parties generate
revenue. For instance, Alia Nusayif, a member of parliament from the State of Law
coalition, complained that employment in the Ministry of Electricity could be obtained
by paying a $5,000 bribe to officials.?> And one former member of parliament said
that the cost of obtaining a job could be tens of thousands of dinars.

Contract fraud

An even more damaging by-product of the political parties’ control of ministries

is the endemic contract fraud that occurs across all of government. According

to Radhi Hamza Radhi al-Kinani, the head of the Commission of Integrity
(2004-06), the misuse of government contracts was ‘... the father of all corruption
issues’.?® Typically, ministry contracts are awarded to businesspeople who are close
to the dominant political parties or to their proxies in government ministries. Costs
are then deliberately inflated, with the profits divided between the contractors and
the parties.?” Complaints about exorbitant prices and poor or non-existent delivery
of public services and projects are ignored, as the same senior politicians and

civil servants who oversee the awarding of contracts ensure that ministerial-level
investigations into non-delivery are not pursued.

22 Gunter, F. R. (2013), The Political Economy of Iraq: Restoring Balance in a Post-Conflict Society, Cheltenham:
Edward Elgar, p. 50; Arab Weekly (2020), ‘Iraqi finance minister warns country faces ‘existential economic
situation”, 23 June 2020, https://thearabweekly.com/iraqi-finance-minister-warns-country-faces-existential-
economic-situation; and Cornish, C. (2020), ‘Iraq warns economic woes could stoke insecurity’, Financial Times,
20 July 2020, https://www.ft.com/content/0832f9c0-00ff-45a7-bd87-0f45a48a37f5#.

23 Confidential interview with government minister, Baghdad, 13 June 2019; confidential interview with
government minister, Baghdad, 4 February 2020.

24 Al-Mada (2019), ‘Minister of Finance: The number of employees and retirees reached 6.5 million’, 29 May 2019,
https://almadapaper.net/view.php?cat=218954.

25 24 (2019), ‘Member of Parliament: Corruption of the Ministry of Electricity is destroying the Iraqi economy’,

12 November 2019, https://24.ae/article/535456/.

26 Special Inspector General for Iraq Reconstruction (2011), Quarterly Report and Semiannual Report to the United
States Congress, 30 July 2011, p. 8, https://cybercemetery.unt.edu/archive/sigir/20131001084813/http://www.
sigir.mil/publications/quarterlyreports/July2011.html.

27 Worth, R. F. (2020), ‘How the U.S. Turned Iraq Into a Kleptocracy’, New York Times, 29 July 2020,
https://www.nytimes.com/2020/07/29/magazine/iraq-corruption.html?auth=login-email&login=email.

28 Saqr, A. (2019), ‘Corruption Sidetracks Projects Intended to Make Baghdad a Capital of Arab Culture’, Al-Fanar
Media, 24 August 2019, https://www.al-fanarmedia.org/2019/08/corruption-sidetracks-projects-intended-to-
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A central part of governmental contract fraud includes the use of fraudulent shell
companies. One of the biggest scandals in the electricity sector in Iraq concerned

a contract between the Ministry of Electricity and a supposedly British company,
‘Power Engines’,? to build a power station in the city of Nasiriya in southern Iraq.
The Iraqi government paid the contracted amount of $21 million only to find that
the company was a fake.*® Yet the government did not sack or punish those involved
in drawing up the contract or file a lawsuit. Another official document revealed the
loss of $8 million from the General Directorate for North Energy Production, again
to fake companies.®! In yet another scandal, a network involving the use of counterfeit
smart cards with a value of 1.5 billion dinars (the equivalent of around $1 million
at today’s exchange rate)*? was discovered in the Finance Ministry in 2017.%

Iraq’s oil wealth and centralized economy have made it susceptible to corruption
and personal wealth accumulation. For instance, from 2004 to 2009, the Ministry
of Qil lost almost $1.5 billion due to overpricing and undersupply. In another
example, a member of the Iraqi parliament, Talal al-Zobaie, said in 2013: ‘The
amount of payments of the losses incurred by the Ministry of Electricity between
2003 and 2011 as a result of oil theft by oil companies contracting with the ministry
is estimated at $200 million per month.”** Similarly, corruption in electricity
generation and distribution is estimated to have resulted in losses of $4-6 billion
between 2003 and 2020, mainly through padded contracts and purchases

of overpriced and/or inappropriate equipment.3®

The above episodes further illustrate the central argument of this paper, which

is that the typical understanding of corruption in Iraq — as driven by personal

or group enrichment — ignores the larger political dynamics that lie at the root

of such problems. Moreover, it is important to consider how the post-2003 political
parties have used their control of government ministries to fund their own
operations and dominance of society. In this sense, corruption’s primary role is to
deliver state resources to participants in the elite pact, thereby providing (albeit,
at a high public cost) a measure of political cohesion while enabling the funding
of party organizations.

29 The company Power Engines (https://companycheck.co.uk/company/11314150/POWER-ENGINES-LTD/
companies-house-data) is not implicated in this scam.

30 Wadah, M. (2017), ‘This is the most famous corruption case that shocked Iragis after 2003’, One News,

6 August 2017, http://oneiragnews.com/index.php?aa=news&id22=2118#.X5qbzkL7TIN. For more on this
fake company, see al-Nuaimi, A. (2015), ‘New Incidents of Corruption in Iraq’s Electricity’, al-Araby al-Jadeed,
27 December 2015, https://www.alaraby.co.uk/&l=ll-sb,65-3-8x0e-slud- 2585,

31al-Baghdadi, S. (2008), ‘Corruption in the Electricity Ministry’, Al-Noor, 25 May 2008, http://www.alnoor.se/
article.asp?id=26873.

32 Exchange rate from xe.com, 27 May 2021.

33 al-Fatlawi, Z. (2017), ‘Corruption empire of the Under Secretary of Finance’, Kitabat, 10 January 2017,
https://kitabat.com/2017/01/10/JW}-3)35-JSe-sLudll-d3 ysblel/

34 Iraqi Centre for Studies (2011), ‘al-Zobaie: $200 million a month in losses in the Ministry of Electricity from
the embezzlement of fuel for generators’, Iraqi Centre for Studies, 7 July 2011, https://markazaliraq.net/38922/
i Sl 4 Y93-094e 200- =931

35 Confidential interview with senior official, Baghdad, 13 February 2020.
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The sheer number of contracts signed by each government ministry every week
means individual ministers cannot keep track of, let alone direct, how each contract
is drafted, tendered and paid.*® Contract fraud underpins most government
corruption, and provides the resources to fund the ruling political parties and
maintain the cohesion of the elite pact. Yet this pervasive system of fraud remains
understudied. Although it stands at the centre of corruption and power in Iraq, very
few articles or reports have been written on the role of senior civil servants in the
special grades scheme, or of those who act under temporary employment contracts
(known as wikala) or temporary authorization (known as takleef).

The legal purpose of the special grades is to allow for a higher salary band for
distinguished civil servants. The special grades account for some 5,000 government
officials in total. Most of these positions are diplomatic (ambassadors) or are held
by senior military ranks in the Iraqi security forces.

At the same time, across the Iragi government almost 1,000 special grades are
senior civil servants who act as direct proxies for political parties. They occupy
positions such as director general, deputy minister, head of a state-owned
enterprise, or chief of staff in a ministry or government agency. These individuals

36 Confidential interview with government minister, Baghdad, 4 February 2020. Also Mansour and
Salisbury (2019), Between Order and Chaos, p. 26.
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are directly responsible for government contracting. In addition to allowing certain
civil servants, as mentioned, to earn higher pay than in the standard civil service
salary bands, the special grades system facilitates the diversion of resources

from contract-related corruption to political parties.

Figure 3. Pyramid diagram of all special grades

Senior civil servants ﬁ

Judges and higher education

Military and diplomats

Source: Compiled by the authors.

The power of special grades employees comes not only from their official roles
in ministries, but also, critically, from the political protection they receive from
their patrons. This combination of top-level cover and influence is particularly
useful when civil servants in the special grades clash with ministers.

Over the years, the special grades system has evolved. It has withstood and overcome
challenges including elite contestation, intra-party hostility, political fragmentation
and popular uprisings calling for reform. In 2016, the discourse of government
formation changed when the major parties agreed to appoint ‘independent’
technocratic ministers. To some extent, this agreement has remained in place since
then. However, it has actually enhanced the power of the special grades, as some
of their number have taken up roles as the ‘technocratic’ ministers running the very
ministries that had previously employed them. Even the 2019 October Uprising,
which ended Adel Abdul Mahdi’s premiership, did not undermine the inner workings
of the special grades system. Understanding the evolution of the system is essential
to any discussion of how to reform the Iraqi state.

2006-10: Setting up the special grades system

The political use of the special grades system has its roots in the turmoil that
followed the regime change after the fall of Saddam Hussein. Politicians returning
from long exile believed that they faced a civil service that had been deeply
politicized by 35 years of Baathist rule. Their first move to tackle this problem was
the de-Baathification of Iraq’s civil service. This involved purging from government
employment anyone who had previously been appointed to the top four levels

of the Baath Party, and also banning former party members from the three top
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levels of civil service management. In the first four weeks after the US-led invasion
of 2003, 41,324 state employees were sacked. This root-and-branch purge not
only removed the institutional legacies and knowledge of state function in all
government agencies, but it also allowed Iraq’s newly empowered political parties
to insert their cadres at the top of state institutions. However, in these early years
immediately following the invasion, the process was haphazard and ad hoc.%”

The politicization of the civil service became more organized during Nouri al-Maliki’s
first premiership, from 2006 to 2010. All major political parties were attempting
to place their followers in civil service positions. However, to increase his own
power, bolster the coherence of the government and reduce his reliance on the
dominant political parties, Maliki systematized this process. He reached back into
pre-2003 legislation and found a 1966 law that legalized the use of special grades
and the short-term appointment of senior civil servants in the Iraqi bureaucracy.*®
This law gave the prime minister the legal cover he needed to appoint higher-paid
loyalists in each government ministry and across the civil service.** In an attempt
to sidestep fractious ministerial debates in the cabinet, Maliki set about placing
special grades appointees loyal to him in ministries whose coherence was threatened
by walkouts and boycotts by the parties, some of which sought the collapse of his
government.*® Maliki effectively created a network of loyal senior civil servants

at the top of ministries, centralizing a degree of power in his own hands.*

One of Maliki’s key steps in building his network was to create space for his own
appointments. He began to target senior civil servants who had been haphazardly
appointed under the CPA and the successor transitional governments (from 2003
to 2005), taking advice from lawyers such as Tariq Harb. In a later online post,
Harb defended the move, arguing that any special grades appointed either by the
CPA or by the interim and transitional governments had lacked the approval (from
the Council of Ministers or the Council of Representatives) which they needed to
be legal.*? Using this legal interpretation, Maliki justified the removal of old special
grades personnel because they had not been approved by the newly appointed
Council of Representatives.

However, this procedural expedient was not enough on its own to consolidate
Maliki’s hold on state power. So he also sought other channels through which

to remove non-loyal special grades personnel. Renewing de-Baathification became
an essential tool in this quest. To this end, he pushed the enactment of the 2008
Law of the Supreme National Authority for Accountability and Justice, Article 6
of which authorized the removal of all members occupying special grades positions
prior to 9 April 2003.%

37 Dodge (2020), ‘Beyond structure and agency’, pp. 108-22; Sissons, M. and Al-Saiedi, A. (2013), ‘A Bitter
Legacy: Lessons of De-Baathification in Iraq’, International Center for Transitional Justice, https://www.ictj.org/
sites/default/files/ICTJ-Report-Iraq-De-Baathification-2013-ENG.pdf.

38 Supreme Judicial Council of Iraq (1966), ‘To classify: a public post Issuer: Iraq — Federal Type of legislation:
Law Legislation Number: 8 Date of legislation: January 29-1966’, http://iraqld.hjc.iq:8080/LoadLawBook.aspx
?SC=031220052840061.

39 Confidential interview with senior Dawa Party official, Baghdad, 4 February 2020.

40 Confidential interview with Iraq analyst, Baghdad, 12 June 2019.

41 Dodge, T. (2012), Iraq: from war to a new authoritarianism, Abingdon: Routledge, pp. 126-30, 157-63.

42 Harb, T. (2006), ‘Do employees of special grades need the approval of the Council of Ministers and the confidence
of the House of Representatives?’, 6 June 2006, http://www.siironline.org/alabwab/akhbar_aldimocrati(15)/
akhbar_aldimocrati(15)/148.htm.

43 Iraqi Council of Representatives (2008), ‘Law of the Supreme National Authority for Accountability and Justice
No. 10 of 2008, 14 February 2008, https://arb.parliament.iq/archive/2008/02/14/ &slual-lLisI-dubglI-d2g)l- 0538,
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Maliki also relied on military successes to empower his moves against non-loyal
civil servants. For instance, he used the March 2008 Charge of Knights campaign
in Basra to remove special grades personnel whom he deemed problematic.
In May, shortly after the campaign, he removed Jabbar al-Luabi from his position
as director of the South Oil Company. At the time, a cable from the US embassy’s
office in Basra argued the following:

Many believe ... that Jabbar’s dismissal is politically motivated. PM Maliki has used

the success of the Charge of Knights operation to make sweeping personnel changes

in the south. While many of the changes were necessary, some Baswaris [sic] believe
that the GOI [Government of Iraq] is being opportunistic.*

By the end of his first term in office, Maliki had successfully removed a number

of special grades civil servants and had begun populating these positions with

his own loyalists. Crucially, the cabinet allowed him to make such appointments
during this period because many of the political parties were still focused on the
elite level of government and were less aware of the significance of civil servant
nominations. The Sadrists, however, were aware of the importance of the special
grades and began competing with Maliki. Other parties, however, did not have
enough information on how the different institutions of the state worked together
to fully appreciate and hence block what Maliki was hoping to achieve.

By the end of his first term in office, Maliki had
successfully removed a number of special grades
civil servants and had begun populating these
positions with his own loyalists.

At the beginning of his first prime ministerial term in 2006, Maliki had been
perceived as a weak, compromise candidate with no militia to support him.

In response, he sought to use civilian state institutions — especially the special
grades — to acquire and maintain power, projecting his influence on to government
ministries weakened by a series of party political boycotts of the cabinet. Controlling
and then expanding the special grades scheme gave Maliki increasing power across
the various institutions of the Iraqi state, and allowed him to harvest information
from and coordinate between different senior civil servants.

For the first two years of his premiership, however, the balance of power within
the state did not move decisively in his favour. The ruling political parties continued
to control the majority of ministries, having appointed senior party members

as ministers. At this point, they retained the political influence to overrule the
special grades civil servants whom Maliki had appointed.

Notwithstanding these struggles, this period marked the start of the systematic use
of the special grades to politicize the senior ranks of the civil service. In particular,
Maliki incrementally increased the number of special grades personnel placed

in ministries, as he attempted to minimize the challenge that the major political
parties posed to his continuation in power.

44 Howard, T. (2008), ‘Ministry of Oil Removes South Oil Company Director General’, WikiLeaks, 4 June 2008,
https://wikileaks.org/plusd/cables/08BASRAH55_a.html.
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2010-15: Pluralization of the system and
the use of wikala

By the time of the national parliamentary elections of 2010, amid a sharp reduction
in politically motivated violence, Iraq’s ruling elite had managed to achieve a degree
of cohesion between the leaderships of the various political parties. Yet the 2010
election campaign and subsequent negotiations on the formation of a new
government presented two new challenges to the entire political system.

The first challenge arose from the election victory of Iyad Allawi’s Iragiyya coalition,
which won 91 parliamentary seats. This compared with 89 seats for the Maliki-led
State of Law coalition and 70 for the Iraqi National Alliance.* Iraqgiyya had fought
the election on an overtly secular nationalist platform, winning seats in the south and
across central Iraq. This posed a direct challenge to the ethno-sectarian ideological
justification underpinning Iraq’s political system at that time.

The second challenge came from the power that Maliki had amassed primarily
through his expanding control of the formal bureaucracy and special grades.

The prime minister was increasingly using the special grades to overcome the
fractured, decentred dynamics that had previously rendered the cabinet incoherent
as a governing body, complicating coordination between ministries. The increased
coherence of Maliki’s power — obtained partly through his use of special grades —
challenged the primacy of the very parties that had created and benefited from

the political system.

After 249 days of government formation negotiations, a compromise was eventually
hammered out in November 2010. As the price for retaining the premiership,
Maliki was forced to sign a nine-part agreement designed to place meaningful
constraints on his power.*

Part six of this intra-elite deal, known as the Erbil Agreement, retained but
pluralized the special grades scheme, opening it up more than before to all

of the political parties in the ruling elite. A committee was set up under the joint
management of the prime minister, the president and the speaker of parliament.
Between 2010 and 2015, this National Balance Committee was meant to oversee
the distribution of special grades appointments across all parties in government,
thus making the senior ranks of the civil service subject to the ethos of national
unity.*” Yet most of the negotiations remained behind closed doors. The number
of general special grades appointments across the Iraqi state grew from 2,962

in 2006 to 5,308 in 2019, and hundreds of positions were politicized. As prime
minister, Maliki himself is estimated to have been responsible for 35 per cent

of all special grades appointments.*

45 Dodge (2012), Iraq: from war to a new authoritarianism, p. 216.

46 Ibid. p. 155.

47 Al-Mada (2011), ‘The National Balance Committee’, 23 August 2011, https://almadapaper.net/view.php
?cat=51700.

48 Allawi Khalifa, H. (unpublished, 2019), ‘Opening the windows ... special grades in the government employment
ladder in Iraq’, Akkad Center for Strategic Affairs and Future Studies, June 2019.
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At the same time, the pluralization of the system meant that Maliki could no
longer appoint people to special grades positions purely on his own initiative.
Instead, he was forced to work with the National Balance Committee to attain
parliamentary approval for each appointment. To overcome this bureaucratic hurdle,
he looked for another legal loophole and found wikala — a scheme for temporary
contract appointments.* Wikala contracts gave Maliki the ability to appoint his
own special grades candidates on an acting, short-term basis that could be extended
without parliamentary approval. In most cases, these loyalists remained in their
positions even after their wikala contracts had technically expired. Eventually,
wikala contracts would also make it easier to remove incumbent senior civil
servants as political parties competed after each election.

The pluralization of the system meant that Maliki
could no longer appoint people to special grades
positions purely on his own initiative. Instead,

he was forced to work with the National Balance
Committee to attain parliamentary approval for
each appointment.

After the 2010 Erbil Agreement and the creation of the National Balance Committee,
a larger number of political parties began using special grades appointments, which
they now controlled directly, to gain power within different institutions of the Iraqi
state. The major political parties now knew the power that these appointments
could wield. As a result, following the 2014 elections, party-aligned special grades
appointments became an explicit part of the government formation negotiations,
alongside ministerial appointments. Under the points-based system guiding the
negotiations on government formation after each election, parties could now
choose whether it was to their advantage to pick ministers, senior civil servants

or a mixture of the two.>°

2016-20: Taking the system ‘underground’
in the age of technocrats

The mass protests that erupted in the summer of 2015 and continued into the
spring of 2016 called for the appointment of technocratic ministers as a means

of ending endemic corruption and limiting the domination of the state by the main
political parties. In urban squares occupied by the protesters, a common slogan
equated corrupt politicians (al-fasideen) with terrorists/members of ISIS, the latter
of which at the time controlled up to one-third of the country. The protesters were

49 Mansour and Salisbury (2019), Between Order and Chaos, p. 26.
50 al-Salhy, S. (2019), ‘Fears of new “deep state” in Iraq as factions fight for key jobs’, Arab News, 26 June 2019,
https://www.arabnews.com/node/1516536/middle-east.
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struggling to find jobs due to a sluggish Iraqgi economy, impacted by the 2014 oil
price crash. They pointed to corruption, which they argued enriched the ruling
parties and left little or no state resources to trickle down to ordinary citizens.

In their call for change, protest leaders — both from the Sadrist trend and the
different civic trend groups — argued that technocratic ministers could be used

to tackle corruption by challenging the politicization of ministries that had become
so prevalent. The protest movement’s goal was to hold to account and weaken the
post-2003 political parties by removing their access to power — access hitherto
overtly achieved through their appointment of ministers to each government

of national unity.

In response to these demands, the prime minister, Haider al-Abadi, agreed

to change several of his ministers, and brought in technocrats with experience
in the specific areas covered by the ministries in question. However, this move
failed to depoliticize the Iraqi state. Instead, it consolidated the special grades
system, which became even more important for the exercise of party political
influence by empowering special grades appointees over weak technocratic
ministers. As a consequence, ministers complained that their signatures on
government contracts became mere ‘rubber stamps’ — formal authorization

of decisions made elsewhere, beyond their control.

This shift in power within the Iraqi state was exemplified in the 2018 elections,
in which the major competition between political parties was no longer for

the overt appointment of cabinet ministers but rather for the covert allocation
of special grades. As one Iraqi analyst argued after the elections of 2018:

Special grades are one of the most important files that attract the eyes of politicians
and parties, given that these important positions are the nerve of all institutions and
state ministries, and thus muhasasa.>!

Negotiations during the subsequent government formation process revolved
around 500 to 700 special grades positions. Interviews carried out in Baghdad
by the authors suggest that the Sadrists — who had won the largest share

of the vote in the 2018 election — received the largest share of special grades
appointments, numbering 200. They did not take any ministerial posts but gave
their blessing to the appointment of weak independent ministers while focusing
on access to the special grades. To ensure that their candidates were passed by
the Council of Ministers, they focused on gaining control of the Secretary of the
Council of Ministers (COMSEC), which oversaw decision-making on civil service
appointments.>2 All the other victorious parties took their own share of special
grades positions, thus also placing loyalists in the senior ranks of the civil service
across the state. After their installation, these party-aligned officials would be key
players in government contracting in each ministry, siphoning off money to the
respective parties to which they owed allegiance.

51 Mohammad, A. (2019), ‘The special degrees between the quota conflict and the date of the resolution’,
Assabah Newspaper, 14 October 2019, https://alsabaah.iq/15082/ swsdl-as ses-daslxkl-gl po-gu-doldl-Cilzyall.
52 Confidential interviews with a senior party adviser and an Iraqi researcher, Baghdad, April and June 2019.
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The role of special grades within the state has now become a major issue in Iraqi
politics. By 2018 it had become a main topic in discussions about corruption.*

The Iraqi parliament debated the merits of temporary contracts (wikala) on several
occasions, as parties outside the system sought to gain greater influence.> In his
talk to Chatham House’s Iraq Initiative in February 2019, Parliamentary Speaker
Mohammad al-Halbousi argued that one of the key obstacles in tackling corruption
was wikala-related corruption (fasad bil-wikala).>® In a parliamentary debate,

a Fateh legislator, Ahmad al-Assadi, complained that his coalition was struggling

to obtain special grades for itself.>®

The independent technocratic ministers appointed
in response to the 2015-16 protests were unable

to control their own civil servants and hence

their ministries.

As illustrated above, the exercise of party political power in Iraq had thus moved
from the level of minister to one level underneath, that of senior civil servant.

The independent technocratic ministers appointed in response to the 2015-16
protests were unable to control their own civil servants and hence their ministries.
The political parties subsequently shifted their focus from appointing their own
people as ministers to making sure that they got as many special grades appointees
as possible across all ministries.

2020 to present: Mustafa al-Kadhimi’s
government and the promotion of special grades

The Adel Abdul Mahdi premiership, which began in October 2018, lasted only

one year. From October 2019, mass demonstrations swept the country and
removed what legitimacy the cabinet had gained from the previous year’s elections.
Abdul Mahdi was forced to step down. After seven months of inconclusive
negotiations, Mustafa al-Kadhimi became prime minister in May 2020. Kadhimi
came to power promising the wide-ranging and sustainable political and economic
reforms that the demonstrators had demanded. Media reports surrounding the
appointment of Kadhimi’s cabinet stressed the high proportion of technocratic

53 al-Sumaria (2018), ‘Director generals are not even capable of making enquiries’, 12 January 2018,
https://www.alsumaria.tv/news/226700; al-Masalah (2019), ‘Parties “fight” on special ranks “more”

than ministries because of their vast powers’, 19 March 2019, https://almasalah.com/ar/news/165766/
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54 Iraqi Council of Representatives (2019), ‘Session Minutes No. (30) Tuesday (2/7/2019)’, 2 July 2019,
https://ar.parliament.iq/2019/07/02/¢-2-7-2019-s531-30-3s-dudzdl- piame.

55 al-Halbousi, M. (2019), ‘The Role of Iraq’s Parliament’, YouTube, 8 February 2019, https://www.youtube.com/
watch?v=pBvgWa7NFgs&ab_channel=ChathamHouse.

56 Iragi Council of Representatives (2018), ‘Meeting minutes No. (13) Monday (11/12/2018)’, 11 December 2018,
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ministers it contained. This initially prompted suggestions that the new government
might have achieved a higher level of autonomy from Iraq’s dominant political
parties than any of its predecessors.

However, the composition of Kadhimi’s cabinet did not mark a major departure
from the practice of previous governments. Instead, it indicated a further increase
in the power of party-aligned special grades. Unlike the technocrats appointed

to the cabinets under Abadi and Abdul Mahdi, a number of Kadhimi’s ministers
were former senior civil servants from the very ministries which they had been
appointed to lead. Apart from a couple of independent technocrats, the great
majority of the new cabinet’s members were either ministers who had served
their political patrons as senior civil servants in the same ministries or officials
who had made agreements with political parties to gain their positions.>”

In spite of championing a reform agenda, Kadhimi
has no more power to enact reforms than any of his
predecessors did, and the prime minister remains
constrained by the existing political system.

An episode involving a well-known Iraqi poet, Faris Harram, shed some light

on the Kadhimi government’s process of formation. Kadhimi had asked Harram
to become minister of culture, but as Harram went through the nomination
process, the political party controlling the relevant ministry told Harram that
his appointment would not be approved unless he met that party’s conditions.
Ultimately, Harram could not agree to allowing the party to control his ministry,
and as such he withdrew from the nomination process.*®

Given this background, Kadhimi’s current cabinet — and hence the functioning

of his government today — cannot be said to represent a break with Iraq’s post-2003
political system. Instead, the cabinet’s composition displays evidence of further
politicization of the Iraqi state. Long-standing party-aligned civil servants, who have for
years been serving party interests in ministries, have now been appointed to actually
run those ministries. They can be expected to maintain the close relationships with
the parties that have protected and promoted them over many years.

In short, in spite of championing a reform agenda, Kadhimi has no more power
to enact reforms than any of his predecessors did, and the prime minister remains
constrained by the existing political system.

57 Mansour, R. (2020), ‘Iraq’s New Prime Minister Is Taking Things Slow’, 18 May 2020, Foreign Policy,
https://foreignpolicy.com/2020/05/18/mustafa-al-kadhimi-irags-new-prime-minister-has-a-plan-to-stop-the-chaos.
58 Harram, F. (2020), Facebook post, https://www.facebook.com/photo.php?fbid=3145208075517358&set=
a.427339037304289&type=3.
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The consequences
of power: politically
sanctioned
corruption

Efforts to address corruption must begin by comprehensively
mapping the dynamics of power in Iraq - identifying not

only political parties’ penetration of government ministries
but also their privileged access to ‘special grades’ positions
in the civil service.

— The special grades scheme has become a way of corruptly channelling resources
to each political party in proportion to the amount of power won at each election.
The resources thus distributed vary according to each party’s ability to win
seats, with the number of seats often translating into civil service appointments.
Since the creation of the Iraqi Governing Council in 2003, the country has held
five national elections and formed six governments of national unity. However,
the evolution of the political system during this time has not reduced the grip
of the dominant parties. On the contrary, the influence of party political interests
over the appointment of senior civil servants has increased. This in turn has
driven politicization deeper into the institutions of the Iraqi state.

Iraq has experienced considerable changes since 2003, including cycles of civil war
and violent conflict, the introduction of various electoral reforms and electoral
systems, the splintering of political parties, the resignation of a prime minister,
and popular uprisings. Despite all these events and changes, the essential system
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of political corruption that underlies the elite pact has remained unchallenged.
If anything, as politics in Iraq has become more fragmented (due to the
proliferation of political parties, elite infighting, and protests in 2019 calling for
the end of the post-2003 settlement), the politicization of state institutions has
continued apace. As a result, the power of the parties over the institutions of the
state has become stronger.

This system has so far proven itself capable of sidestepping reform efforts. Even
pressure from the 2019 demonstrations, the largest and most sustained since 2003,
failed to bring about sustainable reforms. The system’s complexity — along with

the non-transparent role that special grades play in it — makes it a difficult entity

to map, understand and hence reform.

Iraq has experienced considerable changes since 2003,
including cycles of civil war and violent conflict, the
introduction of various electoral reforms and electoral
systems, the splintering of political parties, the
resignation of a prime minister, and popular uprisings.

Economic pressures are adding to the reform challenges. In the last year, fluctuations
in global oil prices and the influence of COVID-19 are estimated to have reduced
the size of Iraq’s economy by 10 per cent, driving the government into an extended
balance-of-payments crisis. As of mid-2020, government revenue was running

at 3 trillion dinars (at the time, roughly $2.5 billion) a month, compared with
monthly expenditure of 7 trillion dinars ($5.8 billion).>® This economic crisis has
become the dominant issue for Kadhimi’s government. In a series of interviews
with Iraqi and international media, Ali Allawi, the deputy prime minister and
finance minister, made it clear that Iraq was in a dire economic situation; he warned
of ‘severe security consequences’ if the economy was not ‘restructured radically’.®®
He also made it clear that one of his first targets for reform would be the state
pensions and payroll. However, a first attempt at imposing fairly minor pension
reforms in June 2020 was greeted with outrage in Iraqi society and in parliament,
forcing a quick government retreat.®! This episode highlighted the government’s
vulnerability to concerted political pressure from both the elite and wider society.

In the face of low oil prices in 2020 and youth-driven social unrest, both Allawi
and Kadhimi argued for radical reform and opening of the economy. However,
they have continued to face opposition to any such initiative from within the ruling
elite, whose members have relied on the expansion of the public payroll to bolster
their political support. In 2020, Allawi and his team of reformers published a white
paper that mapped out his strategy for reform and sought to justify his proposal for

59 Jiyad, S. (2020), Torn Between Two Allies: How Europeans can Reduce Iraqi Dependence on Iran and the US, Policy
Brief, European Council on Foreign Relations, July 2020, https://www.ecfr.eu/page/-/torn_between_two_allies_
europeans_can_reduce_iraqi_dependence_on_iran_us.pdf.

60 Cornish (2020), ‘Iraq warns economic woes could stoke insecurity’.
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further domestic and international borrowing to get through the crisis. However,
the white paper, like a number of previous Iraqi government strategies, was more
a statement of intent than a realistic strategy for achieving meaningful reform.

It was based on the assertion that the economic situation was so dire that Iraq’s
ruling elite had no choice but to welcome far-reaching economic reforms. The
white paper’s negative reception in parliament showed how Allawi and his team
were operating according to a different logic from that of the rest of the ruling elite.
The latter’s political logic, which has shaped the entire political system to date,

is to continue to try to extract as much money as possible from the Iraqi state,
even in times of economic crisis.

In all likelihood, the ongoing clash between Allawi’s economic agenda and

the elite’s political agenda will not result in reform. The Iraqi state will continue
to borrow heavily, while doing little or nothing to tackle the structural problems
that have dogged every post-2003 government. Allawi’s white paper set out plans
for sustained cuts to government payrolls, pensions and other benefits. It also
outlined an ambition to solidify and systematize Kadhimi’s attempts at tackling
corruption and making the economy more attractive to foreign investment. Given
the structural constraints the government faces, it is highly doubtful that the
policy solutions proposed in the white paper will ever get implemented.

Concluding remarks and recommendations

In February 2019, the authors of this paper sat in the office of a senior foreign
diplomat in Baghdad. After the typical diplomatic niceties, the envoy erupted into
arare and detailed monologue, born of his frustration. He had for many months
worked on securing a contract in Iraq for a major company from his country.

He had gone back and forth with the relevant Iraqi minister. Eventually, they had
agreed on the commercial terms of the deal, and the diplomat had informed his
own government of the success. Then, overnight, the agreement fell apart. He was
dumbfounded. How could the Iraqi minister in question ignore the economic
logic that shaped the diplomat’s understanding of the world, or jeopardize the
mutual gains that the deal would deliver? The contract would supply much-needed
government services, at a good price, to the Iraqi population. However, for reasons
the foreign diplomat could not fathom, the Iraqi government had rejected it.

Over the course of the conversation, the authors outlined the political logic
underpinning the special grades system, of which the diplomat was unaware.
After explaining the system, the authors asked the diplomat if his team had mapped
positions within the relevant ministry to understand how the political parties
controlled the senior civil servants with whom he was negotiating? The diplomat
had not done this research. His assumption was that an apparently economically
logical and mutually advantageous agreement reached with the minister was
sufficient to push the deal forward. In other words, he had fundamentally misread
the logic of power and politics that operates at sub-ministerial level in an Iraqi
government ministry.
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Months later, the authors met with the diplomat again, who was obviously in

a much better mood. He had just informed government colleagues in his capital that
the deal with the company had finally gone through. It had progressed because he
had identified the chokepoint in the system: a particular civil servant who had been
acting on behalf of a political party but against his own technocratic minister and
the interests of the Iraqi population.

The story of the problems encountered by this diplomat demonstrates the wider
barriers to political and economic reform in Iraq. These barriers are present for the
Iraqi people, foreign diplomats, international businesspeople based in Baghdad, and
indeed for reformers in the government of Mustafa al-Kadhimi. Rather than seeking
to understand Iraqi politics and the state in terms of hierarchical, institutional, legal
and rational models, this paper has argued that efforts by international policymakers
to support reform are futile without a fundamental understanding of the dynamics
of power across the whole Iraqgi system. To achieve this, policymakers need to map not
only the positions and formal power relationships of the ministers and government
leaders with whom they deal on a day-to-day basis, but also those of the senior civil
servants who run the institutions of the Iraqi state. Understanding, for example,
which political party a director general in a ministry is aligned to could determine
the success of a particular initiative. Such understanding also offers insights when
development and reform policies promoted by the international community and
applied in Baghdad and Erbil fail to achieve the goals set out for them.

Having mapped the political system as indicated above, those seeking to promote
reform need to ensure that accountability is established at the special grades level.
The two principal institutions in Iraq charged with combating corruption are the
Board of Supreme Audit and the Commission on Integrity. Although the two bodies
also suffer from politicization themselves, both have roles to play in improving
government transparency and accountability — for example by investigating
corruption at the special grades level and identifying which appointees act

with political impunity.

The process should begin with a review of all wikala and takleef appointment
contracts, to see which ‘temporary’ officials are still employed and which are

in positions that have not received cabinet approval. Critically, an independent
investigative body should track the work of the special grades across the whole
of the state to ensure that these positions fall under the rules of each ministry
and that their holders operate within a civil service code. Any wholesale attempt
to depoliticize the civil service would be a mammoth undertaking and in all
probability politically unrealizable. The key aim in any attempt to reform the
political system in Iraq, therefore, should be to bring accountability to the senior
ranks of the civil service. If the appointment and actions of these officials are not
subjected to extended scrutiny, then any attempt to reform the wider system will
be destined to fail.
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