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2WHAT HAPPENED AND TO WHAT EFFECT

The two most common questions asked about the Iraq reconstruction 
program are “What happened to the money?” and “What effect did it 
have?”  This report answers both queries, as well as many more detailed 
ones, such as which sectors received the most money, how was the 
reconstruction program managed, and was anyone convicted for fraud. 

Answering “What happened to the money?” requires first answering 
“What money?”  There were three primary sources of funding for the 
rebuilding program: Iraqi, U.S., and international. During the first 
year of reconstruction, the Coalition Provisional Authority obligated 
and expended money drawn from the Development Fund for Iraq. 
Comprising revenues from the sale of Iraq’s oil and gas assets, the DFI 
was established in 2003 as an Iraqi account at the Federal Reserve 
Bank of New York. The stream of revenue flowing into the DFI 
account previously funded the United Nations Oil For Food Program.

During its existence, the CPA controlled over $23.4 billion in Iraqi 
funds composed of $20.7 billion from the DFI and $2.7 billion in 
seized and vested assets. In 2003 and 2004, more than $10 billion in 
DFI cash was flown to Baghdad on U.S. military aircraft in the form 
of massive shrink-wrapped bundles of $100 bills stored on large pallets. 
This money was not managed particularly well, either by the CPA or 
its successors, as SIGIR audits revealed. Iraqi funding, including DFI 
expenditures and Iraqi capital budgets, amounts to the largest single 
tranche of spending on rebuilding efforts over the past nine years 
(about $146 billion).1

Funding from the United States constitutes the next largest 
tranche. Since the spring of 2003, the Congress appropriated just over 
$60 billion for Iraq’s reconstruction. Most of this money went into 
five funds:2 

the Iraq Relief and Reconstruction Fund ($20.86 billion)
the Iraq Security Forces Fund ($20.19 billion)
the Economic Support Fund ($5.13 billion)
the Commander’s Emergency Response Program ($4.12 billion)
the International Narcotics Control and Law Enforcement account 
($1.31 billion)

Deciding which of these funds provided the greatest benefit to 
Iraq is difficult to do, but each underperformed vis-a-vis expectations. 
Though the particular causes of the various shortfalls differ, security 
problems limited progress in every area. But the success of the Iraq 
Security Forces Fund in training and equipping the country’s police 
and military forces stands out.
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International funding, the third tranche of support for the program, 
was relatively muted. About $13.5 billion in grants and loans were 
promised in a multinational pact reached at Madrid in October 2003. 
These promises remained largely unfulfilled for years afterward. 

But this does not mean that the international community failed to 
help Iraq. A highly beneficial financial boon came through the Paris 
Club debt-forgiveness agreement of 2004.3 Iraq’s total external debt 
at the end of 2003, estimated to be about $120 billion, significantly 
burdened the country’s disabled economy. Thanks to negotiations led 
by former-Secretary of State and Treasury James A. Baker III, the 
Paris Club, comprising 19 of the world’s largest economies, secured 
an agreement eventually canceling 80% of the Paris Club debt, 
including $4.1 billion owed the United States and $12 billion owed 
Russia. The accord effectively amounted to a $32 billion gift to Iraq, 
with the potential of more to come, because the negotiations laid the 
groundwork for forgiveness of non-Paris Club debt.4 

That answers the “What money?” question. Answering “What 
happened to that money?” has been SIGIR’s mission for the past nine 
years. The details summarized in this report’s succeeding chapters are 
pulled from the catalogue of our work: 220 audits, 170 inspections, 35 
quarterly reports, 35 Inspector General testimonies, 8 lessons-learned 
studies, and hundreds of investigations. But fully answering what 

happened requires exploring what effect the massive expenditures had 
upon Iraq, an enquiry that only now can truly begin to be meaningfully 
answered. Exploring the program’s effects is the crux of this chapter, 
which provides a body of new information culled from 44 interviews 
conducted by SIGIR with Iraqi leadership, U.S. senior leaders, and 
congressional members. 

The interviews, which took place between September 2012 and 
February 2013, flowed from several questions put to each interviewee 
and were largely conducted in person by the Inspector General. The 
answers, which are encapsulated below, provide a bounty of useful and 
occasionally eye-popping insights into the effects and outcomes of the 
rebuilding program and the lessons learned from it. 

The general belief across each group is that the relief and 
reconstruction program should have accomplished more, that 
too much was wasted, and that the lessons derived from the Iraq 
reconstruction experience should drive improvements to the U.S. 
approach to stabilization and reconstruction operations. 

The.Iraqis

Securing and stabilizing a new democracy in Iraq and helping its 
economy grow were the foundational rationales behind the massive 
U.S. assistance effort. But only now, after the reconstruction program 
has largely come to an end, could more comprehensive assessments 
be drawn and final lessons derived. To be meaningful, the views 
of the people the program was designed to help must shape those 
assessments and lessons.

The Inspector General interviewed the following Iraqi leaders, with 
most of the engagements occurring in September 2012 in Baghdad:

•• Prime Minister Nuri al-Maliki 
•• Deputy Prime Minister for Energy Affairs Hussain al-Shahristani 
•• Speaker of the Council of Representatives Osama al-Nujaifi
•• Minister of Finance Rafi al-Eissawi
•• Minister of Justice Hassan al-Shimari
•• Acting Minister of Interior Adnan al-Asadi
•• Chief Justice Medhat al-Mahmoud

At a September 2008 ceremony, Iraqi Prime Minister Nuri al-Maliki and Chief 
Justice Medhat al-Mahmoud cut the ribbon to open the $12.5 million, U.S.-
constructed Rusafa courthouse in Baghdad. (USACE photo)
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President of the Board of Supreme Audit and Acting Governor of 
the Central Bank of Iraq Abdul Basit Turki al-Sae’ed 
Former Prime Minister Ayad Allawi 
Former Prime Minister Ibrahim al-Ja’afari
Former Deputy Prime Minister Ahmed Chalabi 
Former Minister of Housing, Interior, and Finance Baqir Jabr  
al-Zubeidi
Former Minister of Interior Jawad al-Bolani
Former Commissioner of Integrity Judge Raheem al-Ugaili

In Erbil, the Inspector General interviewed these officials from the 
Kurdistan Regional Government:

Falah Mustafa Bakir, Minister of Foreign Affairs
Qubad Talabani, Minister, Department of Coordination and 
Follow-up 
Fuad M. Hussein, Chief of Staff to KRG President Massoud 
Barzani

What follows are concise summaries of what these senior Iraqi officials 
said, including relevant quotations that substantiate key points. The 
words speak for themselves, but these themes emerge: 

1. The United States failed to consult sufficiently with Iraqi authorities 
when planning the reconstruction program.

2. Corruption and poor security fundamentally impeded progress 
throughout the program.

3. The overall rebuilding effort had limited positive effects. 

Prime Minister Nuri al-Maliki. After spending 23 years in exile, 

Prime Minister al-Maliki returned to Iraq in 2003, serving on the Iraqi 

Governing Council, assisting in the drafting of Iraq’s constitution, and 

participating in the implementation of de-Ba’athification reforms. In late 

2004, he helped frame a broad coalition of Shia parties into the United Iraqi 

Alliance. Running for Prime Minister under its banner in the 2005 general 

election, he emerged victorious. In 2010, Prime Minister al-Maliki earned 

a second four-year term, eventually prevailing after a highly contested and 

controversial election. 

The Prime Minister opened the interview with gratitude for the 
U.S. reconstruction effort but quickly descended into more dour tones, 
expressing his belief that the overall benefit to Iraq was small when 
compared with the size of the sums spent. He stated that “$55 billion 
could have brought great change in Iraq,” but the positive effects of 
those funds were too often “lost.” 

Several critical factors limited the progress of reconstruction, 
including poor American knowledge about what Iraq needed. 
According to the Prime Minister, U.S. officials too often “depended 
on others” (local subcontractors), who frequently turned out to be ill-
informed or dishonest. Thus, “there was misspending of money.” 

Exemplifying this misspending, the Prime Minister recalled a small 
school refurbishment project for which the school’s administrator 
requested $10,000, but the U.S. authorities insisted on providing 
$70,000—a needless waste. He also recollected that the United 
States built over a hundred healthcare centers at a cost far more than 
budgeted, while delivering much less than promised. 

The Prime Minister’s memory was on point: a SIGIR audit of 
the primary healthcare clinic program found that it ultimately cost 
$345 million—more than 40% over budget. Prime Minister al-
Maliki complained that the Basrah Children’s Hospital, a flagship 
project, was still not completely finished, despite expenditures that 
greatly outstripped the budget. Again, his observations were apt: a 
SIGIR audit of this project found it 200% over budget and four years 
behind schedule. 
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Despite his litany of complaints, the Prime Minister concluded 
the interview gratefully, observing that the reconstruction program 
contributed to an ultimately successful U.S. effort to establish 
democracy in Iraq. “This money and the blood that was shed 
here is part of the price [paid by] the United States of America in 
cooperation with Iraq to fight terrorism…and establish the Strategic 
Framework Agreement.” 

Deputy Prime Minister for Energy 

Affairs Hussain al-Shahristani. Deputy 

Prime Minister al-Shahristani, a Shia Arab, 

served as Deputy Speaker of the Council of 

Representatives in 2005. He became Minister 

of Oil in 2006. In 2010, the Prime Minister 

appointed him Deputy Prime Minister for 

Energy Affairs.

Deputy Prime Minister al-Shahristani’s 
assessment of the U.S. reconstruction program can be summed up in 
six words: well intentioned, poorly prepared, inadequately supervised.

After suffering through 25 years of Saddam’s brutal dictatorship, 
including 3 wars, 13 years of a harsh trade sanctions, and continuous 
infrastructure neglect, the Deputy Prime Minister observed that 
virtually any rebuilding project accomplished in 2003 should have 
met some minimal need in a then-decrepit Iraq. But all too few of the 
projects the United States undertook at that time met this standard. 

There were some successes, he said, including the Port of Umm 
Qasr and the Baghdad and Basrah airports, but “there were a 
lot of unsuccessful rehabilitation projects in the fields of electric 
power generation, water and sewage treatment, roads and bridges, 
telecommunications, institution strengthening, school construction, 
and health.” 

The Deputy Prime Minister listed these shortfalls of the rebuilding 
program: 

failure to consult with the relevant Iraqi ministries on project 
selection
inefficient and unsuccessful execution of projects
poor contractor selection 

award of contracts without review of a company’s experience or 
financial profile 
use of unqualified contractors, many of which were simply shell 
companies that subcontracted work to others 

Speaker of the Council of Representatives Osama al-Nujaifi. Speaker 

al-Nujaifi, a Sunni Arab, is the leader of Iraq’s Council of Representatives (the 

National Parliament). After working in industry and agriculture for over 

a decade, he entered public service in 2005 as the Minister of Industry and 

Minerals. The following year, he was elected to the Council of Representatives as 

a member of the al-Iraqiya Party. He has been Speaker since 2010.

Regarding the U.S. rebuilding effort, Speaker al-Nujaifi stated that 
the more than $50 billion spent on the Iraq reconstruction program 
did not “achieve the purpose for which it was launched. Rather, it 
had unfavorable outcomes in general.” Given “the amounts that were 
allocated for the implementation,” there should have been “better 
outcomes and more acceptable results.”

Speaker al-Nujaifi criticized the CPA’s decisions to disband the 
army and impose a strict de-Ba’athification regime. “The decision to 
turn a work force of more than two million capable individuals into 
unemployed individuals because of two successive orders added 
more unemployment.”  The American administration implementing 
the occupation “was responsible for this issue.” Going forward, “the best 
thing that the United States can do is invest in this work force through 
productive small or medium projects that would be of service to the 
society, helping it regain self-esteem and contributing to meeting basic 
needs, as well as creating economic stability in the country.”
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Minister of Finance Rafi al-Eissawi. 

Minister al-Eissawi, a Sunni Arab from 

Falluja in western Iraq, is an orthopedic surgeon. 

In 2005, he entered public life as a Minister 

of State in the Ministry of Foreign Affairs. In 

2008, Prime Minister al-Maliki elevated him 

to Deputy Prime Minister. Subsequent to the 

2010 elections, Mr. al-Eissawi was named 

Minister of Finance.

Minister al-Eissawi criticized the rebuilding program’s planning, 
citing a series of miscalculations that severely reduced the impact of the 
overall U.S. reconstruction effort. 

Included in his bill of complaint were the following particulars:

It was a mistake to launch a huge number of programs across 
numerous geographic and infrastructure sectors rather than devote 
resources to a finite number of worthy and well-focused projects. 
This critical error caused “thousands of projects” to be incomplete 
at the time they were transferred to the Government of Iraq, 
complicating efforts to finish them and substantially diminishing 
the impact of the overall reconstruction effort. 
There exists limited tangible evidence of any positive effects 
from the rebuilding program. Citing his hometown of Falluja as 
an example, Minister al-Eissawi stated that the residents there 
gratefully remember the British presence from the 1920s because 
of the Euphrates River Bridge, which still stands as a testament to 
the British program. He distinguished that salutary legacy from the 
U.S. program, represented by the Falluja Wastewater Treatment 
Plant, which was constructed at great cost but to little effect, at 
least in the eyes of Fallujans. Though the plant is complete, it serves 
but a fraction of those intended. Minister al-Eissawi commented 
that U.S. rebuilding managers governed “in a vacuum, so they 
were responsible for everything,” to the exclusion, in his view, of 
meaningful Iraqi input. 
Early failures to stem the growth of militias within ministries 
created polarizing power centers that divided employee loyalties, 
weakened government institutions, slowed ministry decision 
making, and transformed corruption into a political agenda. 

Although the militias were largely stamped out, the legacy of 
their divisiveness lives on in the form of party committees within 
ministries whose sole job is to ensure that contracts go to party-
controlled contractors. This kind of corruption is very difficult to 
suppress. 
An overly stringent de-Ba’athification program led to the dismissal 
of many competent government bureaucrats, even though they 
had little actual connection to the Ba’ath Party beyond perfunctory 
membership, which was largely required during Saddam’s era as 
a prerequisite to entering government. This led to a post-CPA 
government populated by “amateur people.”
The wholesale dissolution of the Iraq Army, followed by a 
replacement force that he believed was less “national” and more 
politicized.
The CPA’s creation of the Iraqi Governing Council along sectarian 
lines, an error echoed, in his view, by the U.S. failure to support what 
Minister al-Eissawi called the “nonsectarian al-Iraqiya coalition” as 
it worked to form a government after winning a plurality of seats in 
the 2010 election.

Minister of Justice Hassan al-Shimari. Minister al-Shimari entered 

public service after the fall of Saddam’s regime in 2003. He was a member 

of the Constitutional Drafting Committee, helped establish the authorities of 

the Council of Representatives, and became Minister of Justice in late 2010. 

Declaring that the billions in U.S. reconstruction money had no 
tangible effect on Iraq, Minister al-Shimari said:
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We always wondered why the U.S. Army was in charge of making the 
choice on projects and how the money was spent. It was always personal 
relationships that determined who got the projects and how much was spent. 
Those [Iraqis] who had personal relationships [with the Army] got the 
projects. 

The U.S. reconstruction program failed to meet its goals because of 
poor planning, indiscriminate priorities, and insufficient consultation 
with Iraqi authorities. “There was no real planning done, nor did they 
consult the Iraqis on what was really needed,” the Minister asserted, 
adding that U.S. officials seemed to prefer smaller projects that could 
escape close scrutiny. “They pursued projects built close to U.S. bases to 
build goodwill with the local population and enhance security in the 
process.” Consequently, many projects served U.S. short-term tactical 
goals rather than the longer-term needs of Iraq. 

The U.S. government was not solely to blame for poor outcomes. 
The Iraqis also lacked a clear set of reconstruction priorities. Further, 
the degraded security environment diminished the positive impact of 
reconstruction efforts. Focusing on one major infrastructure need, like 
electricity, would have been a better strategy than trying to improve 
every sector simultaneously. 

“If I were a government minister in 2004, I would have tried to give 
the Americans a vision,” he said. “That’s what was missing. Because 
there was no vision, there were no priorities.” 

Acting Minister of Interior Adnan al-

Asadi. After returning to Iraq in 2003, 

Minister al-Asadi was an alternate member 

of the Iraqi Governing Council. In 2004, he 

moved to the Ministry of Interior, serving 

first as Ministerial Deputy for Administrative 

Affairs, then for Administrative and Financial 

Affairs before rising to the level of Senior Deputy 

Minister in 2008, and since 2010, as Acting 

Minister. He is also a member of the Council of Representatives. 

The U.S. reconstruction program made three major mistakes: 

overpayment of contractors and subcontractors such that projects 

ending up costing double or triple their actual worth 
absence of meaningful cooperation and coordination between U.S. 
authorities and the GOI during project completion and transfer 
tolerance of rampant corruption that occurred on both the Iraqi and 
U.S. sides

There is little visible evidence of the program’s effects, 
notwithstanding nine years of rebuilding activity and tens of billions 
in U.S. dollars expended. “With all the money the U.S. has spent, you 
can go into any city in Iraq and you cannot find one building or project 
[built by the U.S. government],” Minister al-Asadi observed. “You 
can fly in a helicopter around Baghdad or other cities, but you cannot 
point a finger at a single project that was built and completed by the 
United States.” 

The Minister cited three examples of project failure, including 
two buildings he tracked as acting minister: the Baghdad Police 
Academy and an office building constructed in the International Zone 
for processing weapons licenses. The roof at the processing facility 
leaked when it rained, requiring another contractor to install a new 
roof, doubling the structure’s cost. At the police academy, raw sewage 
leaked through ceilings, requiring replacement of all pipes and ceilings. 
SIGIR’s inspection of the Baghdad Police Academy substantiates 
Minister al-Asadi’s complaint.

In the third example, the Minister highlighted a shortfall that 
directly affected his work: a contract to provide the MOI with 
computer servers and software. He was told by U.S. officials that the 
already-paid-for materials were sitting at the U.S. Embassy, even 
though the project was ostensibly complete. 

The greatest example of poor U.S.-Iraqi coordination was the 
development of the multibillion-dollar Police Development Program 
in 2011, which carried overhead costs of around 80%. Minister al-
Asadi publicly decried the program, declaring that Iraq did not need it. 
After spending over a billion dollars and wasting about $200 million, 
the United States downsized the program by 90% to fit GOI desires.

Chief Justice Medhat al-Mahmoud. Chief Justice al-Mahmoud, a Shia 

Arab, was named Minister of Justice in June 2003 and Chief Justice and 

head of the Higher Judicial Council in 2004. 
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The Chief Justice expressed appreciation for U.S. reconstruction 
efforts, saying “we believe that history will judge those programs based 
on the achieved benefits gained by the Iraqi people… Among these 
projects, there were noticeable positive outcomes that will be left as 
clear proof for history.” U.S.-funded electricity and water-treatment 
plants helped meet Iraq’s needs, especially in areas of the country that 
previously lacked basic services. But, for the amount of funds spent, 
the results should have been greater than what was received. Moreover, 
the United States should have included the Central Bank of Iraq in 
overseeing the use of the Development Fund for Iraq.

These factors contributed to reconstruction shortfalls:

Some contractors lacked the capacity to implement projects awarded 
to them.
Some contractors lacked integrity.
The absence of Iraqi input led to the failure in meeting goals set for 
project maintenance.

Support from the United States, especially the Department of 
Justice, enabled Iraq’s judiciary to become “completely independent.” 
The Chief Justice expressed satisfaction with support for the 
strengthened security arrangements established in the wake of an 

extended assassination campaign against members of the judicial 
branch. Looking to the future, the United States could have the biggest 
impact on Iraq’s growth and prosperity by continuing to assist in 
arming and training the Iraqi Security Forces and encouraging U.S. 
companies to invest in Iraq.

“Financial corruption” is the main cause for the unsettled conditions 
that continue to burden Iraq’s government. Recognizing that money 
laundering plagues the country, the Chief Justice acknowledged that no 
system was yet in place to deal effectively with the problem, and that 
the GOI had failed to “put the right person into the right position.” 
There exists an urgent need for greater transparency within the GOI, 
improved personnel decisions, and “more complete” oversight of 
financial transactions. Effecting these changes could reduce the level of 
corruption by 80%.

President of the Board of Supreme Audit and Acting Governor of 

the Central Bank of Iraq Dr. Abdul Basit Turki al-Sae’ed. Dr. Basit, 

a Sunni Arab, became BSA President in October 2004, after his predecessor 

was assassinated. He has since played an important role in the oversight of 

the GOI, supervising many politically sensitive audits. He was appointed 

Acting Governor of the CBI in October 2012. 

The U.S. reconstruction program inadvertently fostered a “triangle 
of political patronage,” involving political parties, government officials, 
and sectarian groups. This lethal axis fomented a brew of terrorism 
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and corruption that poisoned the country. Dr. Basit asserted that the 
unrestrained growth of corruption allowed it to become an “institution 
unto itself in Iraq.”  This substantially diminished the potential for 
reconstruction efforts to have a positive effect. 

The GOI institutions established by the United States to fight 
corruption are weak, with the Commission of Integrity having lost its 
impartiality and the IGs proving vulnerable to politicization. “If they 
keep working in this way, they will be eliminated.”

Several key operational weaknesses caused the rebuilding 
program to fall short of its goals, including poor record keeping, 
inadequate communication, ineffective consultation, and the 
absence of a coordinated set of reconstruction priorities. “The way 
that the Americans spent [reconstruction] money was sometimes 
undocumented and sometimes irresponsible,” Dr. Basit noted. 

Too many projects were awarded at inflated prices, while others 
were undertaken despite offering little benefit to Iraq. “Some projects 
were built without asking the Iraqis if it was proper to build such 
projects.” When the GOI assumed responsibility for these usually 
incomplete projects, it had little interest in providing funds to finish or 
maintain them.

Dr. Basit asserted that the Ministry of Finance never enforced a 
2005 agreement with the United States requiring the provision of all 
documentation related to reconstruction projects. A dearth of reliable 
data on the U.S. and Iraqi sides alike significantly impeded oversight of 
the rebuilding effort. 

Former Prime Minister Dr. Ayad Allawi. 
Dr. Allawi served on the Iraqi Governing 

Council in 2003 and 2004. The Council elected 

him Prime Minister in May 2004, and he 

served in that post from June 2004 to May 

2005. In the 2010 parliamentary elections, Dr. 

Allawi’s al-Iraqiya party won a plurality of 

seats. Subsequent wrangling over the outcome left 

succession in doubt until December 2010, when 

the disputing parties came to an agreement that allowed Prime Minister 

al-Maliki to continue in office. 

The reconstruction program in Iraq suffered from these weaknesses: 

insufficient planning and unclear priorities
poor oversight of projects
grave insecurity and political instability
unqualified contractors receiving contracts 
corruption affecting the entire effort 

The most significant planning shortfall was the weak consultation 
and coordination between U.S. reconstruction managers and 
Iraqi leaders. Dr. Allawi tried to remedy this issue by creating the 
Construction Council in 2004 led by Deputy Prime Minister 
Barham Salih. It included the Planning Minister, the Housing and 
Construction Minister, the Electricity Minister, the Industry and 
Minerals Minister, and the Finance Minister. The Commission sought 
to address corruption by increasing the review of contracts. 

In Dr. Allawi’s view, the failure to address corruption early in the 
program “was one of the United States’  biggest mistakes.” Additionally, 
the politicized de-Ba’athification order and the dissolution of the army 
and related Iraqi security institutions at the beginning of the CPA were 
significant errors, complicating the remainder of the rebuilding program. 

On the positive side, there were a number of successful projects in 
the electricity and education sectors.

Former Prime Minister of Iraq Dr. Ibrahim 

al-Ja’afari. Dr. al-Ja’afari, a Shia Arab, served 

as Prime Minister from May 2005 to May 

2006. His tenure was marked by a period of 

intense unrest in Iraq, including the February 

2006 bombing of Shia al-Askari Mosque in 

Samarra, which many point to as a flashpoint 

in the Sunni-Shia violence that pervaded Iraq 

that year. 

Dr. al-Ja’afari said that American political support for the GOI 
was of “unique importance” to the success of democracy in Iraq—
even more important than military aid. However, he attributed Iraq’s 
many continuing economic problems to failures within the U.S. 
reconstruction program. For example, the country’s oil wealth was 
gravely mismanaged and thus subject to corrupt disposition such that 
the condition of the average Iraqi has improved little since 2003. This 
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mismanagement contributed to substandard public services, including 
declines in the country’s once-admired educational and medical care 
systems, and a power-generating sector that remains unable to meet 
the country’s demand for electricity. 

Dr. al-Ja’afari observed that these weaknesses, together with the 
twin plagues of security and corruption, caused economic inequities 
and high unemployment, leaving the average Iraqi quite poor, despite 
the country’s growing oil wealth and visible progress in infrastructure 
restoration. Corruption in Iraq is now “routine.” 

Former Deputy Prime Minister Dr. 

Ahmed Chalabi. Dr. Chalabi, a Shia Arab, 

is a member of the Council of Representatives. 

He served as President of the Iraqi Governing 

Council in September 2003, as interim Minister 

of Oil during April–May 2005, and as Deputy 

Prime Minister from May 2005 to May 2006. 

In 2007, Prime Minister al-Maliki appointed 

him to lead the Prime Minister’s Services 

Committee to improve the provision of public services. He was elected to 

the CoR in 2010.

According to Dr. Chalabi, creating a regency to rule Iraq was “the 
first big mistake by the United States.” By August 2003, there was 
significant support for a sovereign government in Iraq. “The Coalition 
Provisional Authority failed in its role as the provisional government of 
Iraq in 2003–2004.” 

The United States reconstruction program managers did not consult 
adequately with Iraq in developing the rebuilding effort. “The U.S. 
personnel knew what to do and viewed all Iraqi ideas as useless, but the 
U.S. approach was wasteful, using design-build contracts to accomplish 
simple construction projects.” Offering an example of how too much 
money was paid under these contracts, Dr. Chalabi said: “a square meter 
of concrete should cost 4,000 Iraqi dinar. The United States paid 16,000.” 
The infrastructure reconstruction efforts provided limited benefits to Iraq.

Dr. Chalabi offered these lessons from the Iraq rebuilding programs:

Ensure the existence of a coherent structure that is responsible for 
planning and executing relief and reconstruction operations before 

you start spending money. It was counterproductive in Iraq to spend 
so much development money without a sensible management 
structure in place.
Ensure that strong oversight is in place from the beginning of 
stabilization and reconstruction operation or corruption will 
run rampant. Dr. Chalabi said that corruption in Iraq today is 
“very dangerous and everywhere present from the top levels of 
government to the bottom.” 

Dr. Chalabi said “significant amounts of GOI money are leaving 
the country under false pretenses.” He estimated that “15% of all GOI 
revenues are lost to money laundering.”

Former Minister of Housing, Interior, and 

Finance Baqir Jabr al-Zubeidi. A member of 

the Council of Representatives, Mr. al-Zubeidi, 

a Shia Arab, joined Iraq’s first post-invasion 

cabinet in September 2003 as Minister of 

Housing and Reconstruction and went on to 

serve as the GOI’s Minister of Interior (2005–

2006) and Minister of Finance (2006–2010).

Mr. al-Zubeidi offered a generally positive 
assessment of the U.S. reconstruction program, saying that U.S. efforts 
in 2006–2007 had saved Iraq from becoming a failed state. 

Police training was especially important because, from a security 
perspective, the country started “from nothing” after the CPA 
disbanded the Iraqi Army. The United States provided critical 
training to the police through the Multi-National Security Transition 
Command-Iraq, but the failure to arm them adequately proved 
a problem. Recalling a visit to Babylon in November 2005 with 
Ambassador Khalilzad, Mr. al-Zubeidi remembered that just a quarter 
of the Iraqi police present carried weapons. 

The two biggest challenges that daunted the reconstruction 
program were security and corruption. Poor security conditions 
constrained reconstruction efforts, especially when terrorists started 
targeting prime-contractor representatives at project sites. Killings or 
kidnappings would force work to stop. 

Mr. al-Zubeidi observed that “corruption today is worse than ever. 
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It’s a disaster.” He expressed specific concerns about money laundering, 
calling it a major problem for the government. When asked what the 
United States could do to help Iraq, he suggested assistance on fighting 
money laundering as a crucial need and hoped that U.S. expertise in 
this area could help stem the illegal flight of money from Iraq.

Former Minister of Interior Jawad al-

Bolani. Mr. al-Bolani, a Shia Arab, served in 

the Iraqi Governing Council and the Council 

of Representatives before being named Minister 

of Interior in June 2006, a post he held until 

December 2010. His tenure began during the 

most violent period of the post-war era, and he 

ended it as a failed candidate for Prime Minister.

Mr. al-Bolani recognized the sacrifices 
and resources expended during the reconstruction effort. He assigned 
blame for the shortcomings of U.S. programs on the Americans 
and the Iraqis. “U.S. reconstruction programs failed to implement 
important strategic projects, but they were able to accomplish small 
projects to create job opportunities for locals in some areas, avert 
attacks on U.S. forces by armed insurgents, and gain intelligence for 
U.S. forces.” 

U.S.-Iraqi cooperation accomplished some successes in the areas 
of training and security. Mr. al-Bolani offered the example of a U.S.-
funded passport systems program that continued to produce good 
results after the Ministry of Interior took control of the program. 

One of the biggest mistakes was assigning the CPA full governance 
authority over Iraq, with insufficient Iraqi inclusion. This policy 
contributed to a lack of oversight on money spent and a lack of follow-
up on project execution.

The existence of militias, al-Qaeda gangs, and the reliance of 
Americans on certain Iraqi political parties caused the emergence 
of sectarian controversies that hindered Iraqi governance. Sectarian 
groups became embedded in most of the country’s ministries and 
institutions, impeding progress. Additionally, foreign interference in 
Iraq’s matters weakened the national political stance, resulting in a 
country that lacked a free political administration focused on the needs 
of the Iraqi people.

Former Commissioner of Integrity Judge 

Raheem al-Ugaili. Judge al-Ugaili was 

appointed in 1997 as a judge in the al-Karada 

district court in Baghdad and served there 

until he was appointed Acting Commissioner 

of the Commission on Public Integrity in 2004. 

He became Deputy Commissioner in May 

2005, and he was appointed by the Council 

of Ministers as the COI’s Commissioner in 

January 2008. He resigned that post in late 2011, apparently under pressure 

to do so, after releasing a controversial report on corruption in Iraq.

History will determine that the U.S. reconstruction program 
failed for two major reasons: (1) the U.S. government excluded Iraqis 
from the process of establishing reconstruction priorities, and (2) the 
reconstruction effort left very little visible impact on the ground. “Vast 
amounts of money were wasted without attaining actual intended 
results,” Judge al-Ugaili said. 

The reconstruction program failed to establish a governance 
system of reliable integrity. Sketching out a grim picture of Iraq’s 
anticorruption institutions in full retreat, the judge asserted that 
the level of kickbacks to GOI officials and the volume of money 
laundering continue to grow. 

The Commission of Integrity, he said, had been “totally kidnapped,” 
and was now operating under executive-branch control. The COI’s 
Investigations Department, once one of the strongest and most active 
within the Commission, had been “severely reduced,” and the number 
of corruption-related arrests in 2012 was 35% of the 2011 level. 

The GOI plans to reduce sharply or perhaps eliminate completely 
the system of inspectors general set in place by the United States in 
2004 to control corruption in the government. It has not filled an IG 
vacancy in over two years. 

Some in government whose job it was to fight corruption and 
other white-collar crimes became targets for criminal charges simply 
because they did their jobs. For example, the Judge noted that he 
has had at least 10 charges leveled against him, stemming from 
actions taken during his years at the COI. He claimed that most of 
the charges were related to routine decisions made in his capacity 
as Commissioner.



WHAT HAPPENED AND TO WHAT EFFECT

19

Minister Falah Mustafa Bakir. Between 

1996 and 1999, Minister Bakir served as 

a public relations officer for the Kurdistan 

Democratic Party and then entered public service 

with the KRG in 1999 as Deputy Minister of 

Agriculture and Irrigation. In 2002, he was 

named a senior advisor to Prime Minister 

Nechirvan Barzani, and two years later, he 

became Minister of State. He also served as the 

KRG’s liaison officer with the CPA in 2003. Minister Bakir established the 

KRG’s Department of Foreign Relations, which he has led since its inception 

in 2006. 
The lack of planning, coordination, and sufficient resources on the 

part of the U.S. government made the failure of the rebuilding program 
inevitable. “The biggest problem was that the White House, the 
Department of Defense, the Department of State, and the CIA were 
all carrying out different strategies. From the day after the invasion, 
they were not able to win the peace,” Minister Bakir observed. 

Another factor contributing to failure was the Americans’ poor grasp 
of Iraqi culture. “For example, men were searching Iraqi women and 
entering into private quarters of homes unannounced.” Minister Bakir 
contrasted the U.S. actions with those of Korean military forces, who 
studied Kurdish culture and used Kurdish expressions in their arrival 
statements. “The U.S. spent a lot of money, but that didn’t translate into 
making friends” in Iraq.

After relying on the Kurds in the months prior to the 2003 
invasion, the United States neglected them during the reconstruction 
period. The Kurdistan Region received less than 3% of all 
reconstruction dollars spent in Iraq. According to Minister Bakir, 
the United States looked at Erbil as little more than a transit point 
between Baghdad and Turkey. Though the Region offered a more 
stable and safer investment climate than southern Iraq, the KRG was 
not included in any high-level Washington meeting on investment 
and reconstruction opportunities. 

On the security front, Minister Bakir expressed what he said was 
a widely held concern within the KRG about the U.S. sale of F-16 
military aircraft to the GOI, asserting that there was grave concern 
that the aircraft would be “misused” against the Kurds.

Minister Qubad Talabani. Minister Talabani leads the Department of 

Coordination and Follow-up in the Kurdistan Regional Government’s 

Office of the Prime Minister. He is the son of Iraqi President Jalal 

Talabani. In 2003, he worked closely with the Office of Reconstruction and 

Humanitarian Assistance and the Coalition Provisional Authority. 
The U.S. decision to devote modest amounts of reconstruction 

money to the Kurdistan Region, while spending heavily in non-
Kurdish provinces, constituted a fundamental strategic failure. “You 
think if you throw money at a problem, you can fix it. It was just not 
strategic thinking,” Minister Talabani said. His point is buttressed, 
to a certain extent, by SIGIR’s inspections work, which found most 
Kurdish projects in good order, while most non-Kurdish projects were 
below par.

Instead of focusing on where it was wise to work, reconstruction 
authorities looked at projects “as if they were going to happen in a 
vacuum.” Minister Talabani singled out the Commander’s Emergency 
Response Program as a successful initiative, calling it “one of the things 
that worked,” because it funded tangible projects in areas where work 
could be done.

He cited inflexibility as a crucial systemic weakness within the 
reconstruction program. “There was usually a Plan A, but never a 
Plan B,” to rely on when things went wrong. Instead of adjusting to 
adversity when the program began to fail, the United States resorted to 
blank reassurances that “everything was fine.”
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Dr. Fuad Hussein. Dr. Hussein serves as 

Chief of Staff to KRG President Massoud 

Barzani. In 2003, he was appointed by Office 

of Reconstruction and Humanitarian Assistance 

Director Jay Garner as a member of the Iraqi 

Reconstruction and Development Council. 

He then became an advisor to the CPA’s 

Ministry of Education. From November 

2004 to February 2005, Dr. Hussein served 

as Senior Consultant to the Iraqi National 

Communications and Media Commission. 
Dr. Hussein described two reconstructions programs in Iraq: one 

very large effort in the 15 provinces in the south, from which much 
money disappeared and few benefitted, and the other in the Kurdistan 
Region, which, though far smaller, was far more successful on a per 
capita basis. 

Two large wastewater treatment plants testify to the difference: 
the one in the south at Nassiriya cost $277 million and was widely 
viewed as a failure, while the other at Ifraz, near Erbil, cost $185 
million and was a huge success. Dr. Hussein attributed Ifraz’s success 
to the input of local residents, who were involved in the project from 
the start. The U.S. authorities simply poured money into the Nassiriya 
project without much consultation or coordination with local officials 
or residents. 

Dr. Hussein criticized the lack of coordination among the various 
U.S. government agencies involved in reconstruction, noting that the 
consequent discord diminished program effectiveness. “Not only was 
there no coordination between the Department of State, the Pentagon 
and the CPA, they were fighting each other. I had two advisors—one 
from the State Department, the other from the Defense Department; 
they didn’t talk to one another. The lack of local knowledge coupled 
with the U.S. decision to maintain total control over key ministries also 
proved to be damaging. “The policy was to control the Ministries of 
Oil, Interior, and Defense completely, but if you know nothing about 
the culture you’re trying to control, the result is chaos.” 

If the U.S. reconstruction authorities had begun in the Kurdistan 
Region, using it as an example of what was possible, many of the 
failures that occurred in the rest of Iraq could have been avoided. 

The U.S. Senior Leaders

The Department of Defense, Department of State, and United 
States Agency for International Development chiefly managed 
the reconstruction effort in Iraq, with the Departments of Justice, 
Treasury, and Agriculture making notable contributions. The Coalition 
Provisional Authority reported to the Department of Defense. 

SIGIR’s previous comprehensive report on Iraq’s reconstruction, 
Hard Lessons, was built upon interviews with those chiefly 
responsible for planning and managing the early and middle phases 
of the program. 

To capture the insights and understanding of those who led the 
later phases, the Inspector General interviewed the following U.S. 
senior leaders:

Secretary of Defense Leon Panetta
Deputy Secretary of State William Burns
Deputy Secretary of State Thomas Nides
USAID Administrator Rajiv Shah
Former Under Secretary of Defense (Comptroller) and Member of 
the Commission on Wartime Contracting in Iraq and Afghanistan 
Dov Zakheim
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General David Petraeus
General Raymond Odierno
General Lloyd Austin III
Lieutenant General Thomas Bostick
Lieutenant General Robert Caslen
Ambassador Ryan Crocker
Ambassador Christopher Hill
Ambassador James Jeffrey 
Senior Deputy Assistant USAID Administrator Christopher 
Crowley
USAID Mission Director Thomas Staal

Secretary of Defense Leon Panetta. Secretary Panetta was sworn in on 

July 1, 2011, almost six months before the withdrawal of all U.S. ground 

forces from Iraq. He previously served as President Obama’s Director of the 

Central Intelligence Agency, as President Clinton’s Director of the Office 

of Management and Budget and White House Chief of Staff, and as a 

representative from California for 16 years. He was a member of the Iraq 

Study Group in 2006. 

The reconstruction program’s early phases revealed “a lack of 
thought” with regard to the initial rebuilding plan. From the Secretary’s 
perspective, there did not appear to be a sustained strategic vision of 

how reconstruction should be conducted following the invasion. “The 
U.S. military was in Iraq to fight a war. They were not USAID,” he 
said. “That’s not their role.” 

The decision to give battalion commanders control of reconstruction 
money under the auspices of the Commander’s Emergency Response 
Program produced mixed results, with some commanders making 
good use of the money but others falling short in carrying out their 
duties. The number of convictions SIGIR secured stemming from the 
abuse of the CERP substantiates this point. 

Highlighting a singularly positive example of reconstruction 
leadership, the Secretary pointed to the work of General Peter 
Chiarelli, who served several tours in Iraq, including as Commander, 
Multi-National Corps-Iraq in 2006. General Chiarelli’s broad 
vision improved interagency coordination. Others, the Secretary 
said, sometimes had a limited understanding how the CERP could 
complement the overall rebuilding effort. 

Secretary Panetta emphasized the importance of military-civilian 
cooperation in Iraq, noting that when the senior U.S. military 
commander and the State Department’s Chief of Mission “served 
together, they created a strong force” that could persuade Prime 
Minister al-Maliki to back away from “bad decisions” and prevent him 
from “going off a cliff.” 

According to the Secretary, the inability to negotiate a basis 
for a continuing U.S. military presence in the post-2011 Strategic 
Framework Agreement left the United States without important 
leverage in Iraq. This weakened American capacity to push for greater 
change within the GOI. 

Deputy Secretary of State William Burns. 

Deputy Secretary Burns, a Career Ambassador, 

served as Assistant Secretary of State for the 

Bureau of Near Eastern Affairs from 2001 to 

2005, Undersecretary of State for Political Affairs 

from 2008 to 2011, and Deputy Secretary of 

State since 2011.

When we entered Iraq in 2003, the United 
States failed to establish a strong working 

relationship with the Iraqis. Deputy Secretary Burns said this greatly 
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hindered the rebuilding program, both at the national and local levels. 
Further, advancing an ambitious reconstruction agenda amid a growing 
insurgency proved unwise. 

Early on, the United States poorly prioritized programs and projects, 
failing to make realistic evaluations as it forged forward while security 
conditions collapsed. Program managers tended to do too much too 
fast, pushing too much money out the door too quickly. 

A key lesson learned from Iraq is that the United States should not 
enter an SRO expecting to “do it all and do it our way.” We must share 
the burden better multilaterally and engage the host country constantly 
on what is truly needed. This is both a planning and an executory 
responsibility. Meeting immediate needs is where “we can best add 
value.” Starting small on the rebuilding front makes sense as a rule 
of thumb.  

In future SROs, the United States must balance better its national 
security interests with the host nation’s interests. In Iraq, the large 
U.S. footprint “wore out our welcome” rather quickly, with the 
CPA overreaching through out-sized plans and programs. A more 
modest approach could obviate this problem. The continual review of 
assumptions is also key to SRO success. Hard questions need to be 
regularly asked and answered. Otherwise, hard lessons will ensue.

When the military was present in Iraq (through 2011), it was 
reasonably possible to execute programs and projects across the country. 
After it departed, movement limitations set in. We should have then 
asked “what is it that really needs to be accomplished.”  The Embassy 
tried to fill the security training void left by the military’s departure. 
But the military and the State Department operate differently with 
different responsibilities and goals. State is much more constrained in 
what it can do. 

Regarding interagency reform, Ambassador Burns cited State’s 
new Bureau of Conflict and Stabilization Operations led by Assistant 
Secretary Rick Barton as a good start. But a broader interagency 
capacity is needed to promote improved coordination among State, 
USAID, and the Pentagon. 

Deputy Secretary of State Thomas Nides. Deputy Secretary Nides 

took office on January 3, 2011, after distinguished careers on Capitol Hill 

and in investment banking. Charged with overseeing the management 

at the State Department, he guided transition 

planning in Iraq from a predominantly military 

environment to one now run by State.

Many predicted that State would fail 
in executing the 2011 transition, Deputy 
Secretary Nides recalled, “but it did not. 
To the contrary, we achieved a successful 
transition from a military controlled 
environment to one managed by civilians and 

controlled exclusively by the Department of State.” 
There were difficult challenges: “The Embassy was too large 

after transition.” But State has been in the process of implementing 
reductions, and more will continue until it “achieves a normal Embassy 
presence by the end of 2013.”

“Consultation is key,” said the Deputy Secretary. “If the Iraqis don’t 
want it, don’t give it to them. This approach is not just good diplomacy; 
it saves taxpayer dollars.”

He said relations with Iraq substantially changed with the departure 
of the military. State moved toward “a more bilateral engagement like 
we have with other regional partners. It is important to give Iraq room 
to be completely sovereign while maintaining a strong diplomatic 
presence.”

Deputy Secretary Nides’ three most important lessons from Iraq:

1. Bigger is not better.
2. Plan more strategically (in five-year, not one-year, increments). 
3. Ensure good oversight (you need to keep asking hard questions or 

you will lose focus).

“Those in Iraq who developed and implemented the rebuilding 
program intended well, but good intentions don’t always produce good 
results. You have to have systems that work and strong oversight.” The 
Deputy Secretary concluded by noting that “SIGIR provided a good 
service in that regard, helping to save taxpayer dollars.”

USAID Administrator Rajiv Shah. Administrator Shah has led 

USAID since January 2010, in which capacity he has overseen the 

gradual drawdown of USAID’s operations in Iraq. He previously served 
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as an Under Secretary at the Department of 

Agriculture. 

Administrator Shah offered several 
pertinent lessons drawn from USAID’s 
experience in Iraq: 

Stabilization and reconstruction operations 
are civilian-military enterprises, and “we 
must do a lot better in planning them.” 

Defense, State, and USAID should develop joint planning 
mechanisms for future stability and reconstruction operations. These 
mechanisms must prepare for all scenarios: crisis and post-crisis. 
Cost-sharing with the host country is key to gaining buy-in to 
a rebuilding program. The amount the Iraqis are contributing to 
cost sharing continues to grow, both in cash and participation. This 
development deepened Iraqi engagement on project sustainment.
Addressing corruption is crucial. The Administrator emphasized 
the importance of focusing on fighting corruption credibly and 
consistently. 

Former Under Secretary of Defense 

(Comptroller) and member of the 

Commission on Wartime Contracting in 

Iraq and Afghanistan Dr. Dov Zakheim. 
Dr. Zakheim was Under Secretary of 

Defense (Comptroller) as well as the Defense 

Department’s Chief Financial Officer from 

2001 to 2004. Later, he served as a member of 

the Commission on Wartime Contracting in 

Iraq and Afghanistan, which formed in 2008 and presented its final report 

in August 2011.

The effects of the U.S. reconstruction program were “mixed.” Dr. 
Zakheim cited poor sustainability as a paramount weakness. “We built 
projects with the unstated assumption that our military would stay on, 
that it would be there to deal not just with the reduced security threat 
but also to keep the projects going that we built. That did not happen.” 
The departure of U.S. forces (in December of 2011) complicated the 
sustainability problem: their absence made the local environment 

more dangerous, making it harder for Iraqis to keep projects going. 
Moreover, the Iraqis had neither the technical knowledge nor 
the motivation to carry out the maintenance required to ensure 
project sustainability. 

The CERP morphed from its proper role as a tactical commander’s 
tool to finance quick-impact projects into a program that funded far 
larger ones, transforming the military into what Dr. Zakheim called 
“USAID in uniform.”  This problematic development led to waste and 
poor project outcomes. Another mistake was permitting a vast but 
largely invisible number of subcontractors to work on reconstruction 
projects with little oversight or control. 

“What worked were projects that were thought through, were 
manageable, and had Iraqi buy-in. When we did consult (with 
the Iraqis), a project usually worked; when we didn’t, it didn’t.” As 
examples, Dr. Zakheim cited a 500 MW expansion of the Qudas 
power plant near Baghdad and smaller CERP projects. He criticized 
long-term design-build contracts with extension options that were “all 
but automatic.” He also criticized the use of undefinitized contracts 
(which authorize contractors to begin work before all contract terms 
have been settled) that were still undefinitized more than six months 
after the start of the reconstruction program. “If you can’t figure it out 
in six months, you’ll not figure it out at all.”

These are three biggest lessons learned from the Iraq experience:

An empowered civilian agency is needed to deal effectively with 
SROs. USAID is ill-equipped for the mission. Its Office of 
Transition Initiatives has been suggested as an option, but its staff 
is too small. But USAID should establish a career path for those 
involved in contingency operations. It should be modeled on the 
military’s Special Operations Forces/Special Operations Command 
and lead to an office of deputy director of USAID for contingency 
operations.
The military is a limited reconstruction partner. The CERP was an 
effective idea, but only when jobs are kept small and contracts short. 
Let the civilian agencies do most projects. 
Subcontractors must be held more accountable. Acceptance of 
U.S. regulatory and legal jurisdiction must be made a contractual 
condition in all subcontracting work given to foreign subcontractors. 
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Dr. Zakheim supports establishing an independent office to plan 
for and oversee SROs, but to work it must not be “an orphan child.” 
To avert this requires ensuring support from the Departments of 
State, Defense, and other agencies. Creating assistant secretaries for 
stabilization operations at the Departments of State, Defense, Justice, 
Agriculture, and Commerce could ensure that support.

General David Petraeus. A 1974 graduate 

of the United States Military Academy at West 

Point, General Petraeus served in a variety of 

leadership positions during the U.S. engagement 

in Iraq. As Commander of the 101st Airborne 

Division, he led the division during the fight 

to Baghdad and then in northern Iraq during 

the first year of Operation Iraqi Freedom. From 

June 2004 to September 2005, he established 

and commanded the Multi-National Security 

Transition Command-Iraq and the NATO Training Mission-Iraq; from 

February 2007 to September 2008, he served as Commanding General, 

Multi-National Force-Iraq, implementing the “surge;” from October 2008 

to June 2010, he served as Commander, U.S. Central Command. He 

subsequently served as Commander of the NATO International Security 

Assistance Force and U.S. Forces in Afghanistan and later as Director of the 

Central Intelligence Agency.

The three big lessons General Petraeus took from Iraq are these:

Ensure a comprehensive, detailed understanding of the target 
country before an SRO begins, including deep knowledge of 
political, economic, business, and cultural conditions, in addition 
to the security conditions. This knowledge must include a nuanced 
appreciation of governance and the rule of law at the national, 
provincial, district, and local levels. It is also crucial to understand 
how cultural factors, such as tribal loyalties, local customs, and 
national histories, influence governance and society. This array of 
knowledge is “imperative” to success in an SRO.
Develop a comprehensive, civilian-military strategy and campaign 
plan, in consultation with host-nation leaders. The strategy must 
avoid policies that alienate populations or institutions, something 

that was missed early on in Iraq. “When you fire the military 
without giving those in it a future, or fire the first four tiers of 
Ba’athist Party membership, they will have no interest in helping 
you reach your goals. In fact, the opposite is true. Such actions only 
give them incentives to oppose what we were trying to do.” (In fact, 
one should ask of each contemplated operation or policy, “Will this 
action take more bad guys off the battlefield than it creates?” If the 
answer to that question is, “No,” then it should be reconsidered.)
Implement a civilian-military campaign, using existing institutions 
wherever possible. Avoid creating new ad hoc institutions. If 
no existing institution fits, then find existing models and adapt 
organizations from them. Instead of creating a CPA element to 
oversee reconstruction, we should have used an existing U.S. Army 
Corps of Engineers division or created one that could use an existing 
organization and be guided by USACE policies, regulations, and 
practices. Examples of good adaptation in Iraq were the USACE 
Gulf Region Division, the PRTs, the Joint Contracting Command, 
and SIGIR.

Unlike (until very late in) Afghanistan, the United States did “get it 
right” in Iraq within four years of intervening. He said the right resources, 
the right ideas, and the right organizational structures were eventually 
deployed; however, it was very costly, in blood and treasure, and it became 
a very manpower-intensive experience. The Iraq experience proved the 
value of oversight; SIGIR, the U.S. Army Audit Agency, and DoD 
Office of Inspector General made particularly important contributions. 
General Petraeus repeatedly requested inspections by outside agencies to 
assist with oversight of various programs.

The reconstruction program brought “colossal benefits to Iraq.” 
“Over time, we got the electricity infrastructure running and the oil 
industry working again, and, thanks to these efforts, the country began 
generating significant oil revenues.” Beyond those critical efforts, the 
program touched every aspect of Iraq’s society, from the economy to 
education to health care to governance. Perhaps most significantly, 
thanks to a very robust U.S.-led train-and-equip program, Iraq’s 
security forces were able progressively to take over the mission of 
securing the country, with some one million total Iraqi security force 
members in uniform by the departure of U.S. forces at the end of 2011. 
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Serious violence in Iraq had risen a bit since the departure of American 
military forces in late 2011, but it still remains 90%–95% lower than 
the levels of violence reached in 2006–2007, and it has not stopped 
the country from functioning and improving various segments of its 
economy, most significantly the oil sector.

General Raymond Odierno.  A 1976 graduate of the United States 

Military Academy at West Point, General Odierno serves as Chief of 

Staff of the U.S. Army. He commanded the 4th Infantry Division during 

Operation Iraqi Freedom between March 2003 and April 2004; he served 

as Commanding General, Multi-National Corps-Iraq, from November 

2006 to February 2008; and he served as Commanding General, Multi-

National Force-Iraq, and the U.S. Forces-Iraq, from September 2008 

through September 2010. 
With regard to reconstruction efforts, the United States made two 

poor assumptions during the early phases of Operation Iraqi Freedom. 
First, it underestimated the societal devastation that Iraq suffered 
during the 25 years of Saddam’s oppressive rule and thus miscalculated 
how incapacitated the country would be following the invasion. 
Second, the United States tried to execute a full-scale reconstruction 
program too early and consequently found itself working with a weak 
and uncertain Iraqi government in an insecure environment. “It would 
have been better to hold off spending large sums of money until 2008, 
2009, and 2010,” by which time the country had stabilized. 

Against the backdrop of this troubled start, General Odierno 
picked out the Commander’s Emergency Response Program and the 
training of the Iraqi Security Forces as “good investments—successes 
when compared with some of the other programs.” The security force 
training programs did not start well, he said. But once the correct 
formula was developed, they worked very effectively. 

General Odierno strongly supports the use of the CERP for 
smaller-scale projects in future operations, describing the program 
as a “useful tool” for tactical and operational commanders that saves 
lives. But he recommended that Defense review the CERP program 
to understand its successes and see where it can be improved. He 
noted that the CERP should not be used to finance larger projects, 
and it should have a better training program to ensure its effective use 
in theater. 

Major lessons learned include these:

Across all agencies, we must formalize what we have learned from 
the Iraq experience to include sustaining civil-military relations, 
training, planning, and sharing lessons. It is important that we not 
lose or forget what we have gained. Due to the complexity and 
uncertainty in the strategic environment, we must consider a more 
comprehensive whole-of-government approach going forward. 
One of the most encouraging lessons is the tremendous adaptability 
that we exhibited in Iraq—our ability to “figure it out” while in 
contact. But we must develop greater flexibility and versatility in 
our post-conflict management systems. “We need a coherent civil-
military structure in place before we begin Phase IV stabilization 
operations, which would allow for greater adaptability.”  
Fully understand the conditions on the ground, including security, 
governance, and economic factors—as well as host-nation 
capacity—before embarking on reconstruction and recovery efforts. 

General Lloyd Austin III.  A 1975 graduate 

of the United States Military Academy at 

West Point, General Austin is the Vice Chief 

of Staff of the Army. As of late February 2013, 

his nomination as Commanding General, 

U.S. Central Command was pending Senate 

confirmation. He commanded the 10th 

Mountain Division in Afghanistan before 

coming to Iraq, where he served as Commanding 

General, Multi-National Corps-Iraq, during 2008–2009, and as the last 

Commanding General of U.S. Forces-Iraq during 2010–2011. 
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General Austin recalled that, after the 2003 invasion:

The decision to disband the Iraqi Army alienated the Sunnis and 
contributed to the birth of the insurgency. Early on there was no coherent 
Iraqi government at the federal and local levels. Coalition forces sought to 
build local and state governments while at the same time trying to increase 
security and stand up the Iraqi Security Forces. In the beginning, there was 
no leadership and nonexistent Iraqi security forces. The Iraqi police were 
not respected. There was no Iraqi governmental structure. The country was 
ravaged by fighting. These factors combined to impede our ability to pursue 
reconstruction efforts.

Eventually, the reconstruction program made progress. “Now look 
at Iraq. There is cause for some optimism. The local governments are 
functioning. The country is pumping over three million barrels of oil 
each day. Electricity distribution has improved dramatically. All of 
these improvements are because of the U.S. program. It is not perfect. 
But it is much better [than when we began our efforts in 2003].”

Among the critical lessons learned, General Austin cited the need to 
develop a system for “effective interagency operations” as perhaps the 
most important. Initially, there was no coherent working relationship 
between Defense and State at a time when it was crucial that they 
work well together. 

“Phase IV was not thought through,” he said. “Each organization 
was working on its own projects” without any synchronization of 
effort. But, “as we progressed we were able to create systems and begin 
working together as an integrated team.”

Learning to use the CERP properly was an important lesson. The 
CERP “empowered the commander on the ground and helped to 
increase security.  It gave the locals confidence to work on their own.” 
General Austin echoed a key lesson: you “must provide security in 
order to carry out reconstruction activities. You should not undertake 
major reconstruction work until security is established. It is difficult to 
get contracting done in dangerous areas.” 

Recognizing the importance of oversight to mission success, 
General Austin closed by noting that, “with the increase in the amount 
of money in Iraq, enhanced oversight was needed. SIGIR provided the 
necessary help in this area.” 

Lieutenant General Thomas Bostick. 
A 1978 graduate of the United States 

Military Academy at West Point, Lieutenant 

General Bostick is the Chief of Engineers, 

United States Army. He served in Iraq 

as the first Commander of the U.S. Army 

Corps of Engineers Gulf Region Division. 

In that capacity, he oversaw the start up of 

reconstruction operations. 

It was “a bad assumption” on the part of the United States to believe 
that post-invasion Iraq would provide a permissive environment 
within which large-scale reconstruction programs could proceed 
without hindrance. This mistake meant that a significant amount of 
reconstruction money had to be diverted to security programs, money 
that was lost to the rebuilding effort. 

Lieutenant General Bostick said the Provincial Reconstruction 
Teams provided a positive dimension to the rebuilding program 
through their efforts to involve local Iraqi officials in programs and 
projects. Some oil-sector projects were also a success, though they 
were not completed as quickly as hoped. Smaller water and electricity 
projects made positive contributions because Iraqis could see that 
these projects put people to work and delivered services. 

The top lessons from the Iraq program are:

Develop a contingency Federal Acquisition Regulation to 
facilitate contracting during stabilization and reconstruction 
operations. 
Do not rely on an “ad hoc team,” with limited contracting and 
rebuilding experience whose members serve short tours. 
Put less emphasis on large infrastructure projects and more focus 
on smaller ones anchored at the local level.
Choose the correct set of metrics to measure success. 
(Washington measured the success of reconstruction by the 
amount of money obligated and spent, which clashed directly 
with the need for what Lieutenant General Bostick called 
“strategic patience” in a contingency operation.)
Include capacity development at all levels in the early stages of 
reconstruction effort.
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Lieutenant General Robert Caslen. A 1975 graduate of the United 
States Military Academy at West Point, Lieutenant General Caslen 
served two tours in Afghanistan before coming to Iraq in 2008 to take 
command of the Multi-National Division-North. Following 15 months 
as Commandant of the U.S. Army Command and General Staff College 
at Fort Leavenworth, he was named the first Commander of the Office of 
Security Cooperation-Iraq in July 2011. As of February 2013, he was slated 
to be the next Superintendent of West Point.

Successful efforts to beat the insurgency in Iraq had a common 
thread: interagency and intergovernmental coordination and 
cooperation. But this kind of cooperation was too often missing, and 
the lessons drawn from it should serve as a basis for reforming the U.S. 
approach to stabilization and reconstruction operations. 

As a division commander, Lieutenant General Caslen partnered 
with local governors and provincial councils to build credible 
governance, providing security, essential services, and the rule of law. 
This consultative process yielded an array of benefits: it strengthened 
the credibility of U.S. commanders among the local population and its 
elected leadership, it helped U.S. commanders better understand the 
local Iraqi environment and culture, and it produced governance that was 
credible in the eyes of local Iraqis. These actions helped bring stability and 
improved security. “It was a true partnership. That’s why it worked.”

The Provincial Reconstruction Team program provided examples 
of agencies succeeding by partnering; but the degree of success within 
individual PRTs depended heavily on the personalities involved. That 
is, good leaders brought success. PRTs approached problems in a 

holistic manner, requiring military and civilian members to integrate 
strategies and cultures. When this happened, the PRTs achieved 
leverage with their Iraqi interlocutors in the provincial councils and 
decent project outcomes resulted. 

Recalling one coordination success, Lieutenant General Caslen cited 
a brigade commander in Diyala province who dedicated his artillery 
battalion to the local PRT to provide personnel for staff, coordination 
of programs and security, which added substantially to the team’s 
mobility—and thus its effectiveness—in a very unsettled area. “That 
was one of the best examples of integration I saw.”  The PRT concept 
is “something we have to continue. That is one of the huge takeaways 
from this experience.”

In contrast, Defense’s Task Force for Business and Stability 
Operations was not sufficiently coordinated with local, provincial, 
or regional initiatives. According to Lieutenant General Caslen, 
the program was “dropped on local military commanders,” who 
had little idea how to integrate it into their areas of responsibility or 
into economic programs they were already developing. Although 
the TFBSO commendably sought to stimulate free enterprise and 
economic growth, it failed to integrate its ambitious initiatives into the 
ongoing work under his command. This is a “lesson learned for the 
future” that applies not just to military programs but to all future SROs. 

Ambassador Ryan Crocker. Ambassador 
Crocker, a Career Ambassador, served as 
Chief of Mission in Iraq from 2007 to 2009. 
He previously had two other assignments to 
Baghdad, first as a junior Foreign Service Officer 
at the U.S. Embassy in the late 1970s and later 
as the CPA’s Director of Governance for a short 
span in 2003. He was named Ambassador to 
Afghanistan in July 2011. On leave of absence 

as Dean of the Bush School of Government and Public Service at Texas 
A&M University, Ambassador Crocker is the Kissinger Senior Fellow at 
Yale University. 

The U.S. reconstruction programs in both Iraq and Afghanistan 
provide a number of significant lessons learned, the most notable 
of which is that major infrastructure projects in stabilization and 
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reconstruction operations must be approached with extreme care and 
assiduous planning. Undertaking such in unstable zones presents what 
Ambassador Crocker termed “huge complications,” and the normal 
cost estimate for projects should be multiplied by a factor of ten to 
arrive at the true end price.

A major shortcoming of the Iraq program was the failure early on to 
obtain “genuine” Iraqi buy-in on major projects before U.S. funds were 
committed to building them. Although the Iraqis would occasionally 
give a “head-nod” to a project, they usually were not paying much 
attention because they were not footing the bill. Once work was 
completed, however, U.S. officials frequently found that there was no 
will on the Iraqi side to accept or maintain the projects. 

Ambassador Crocker took these lessons with him to Afghanistan, 
where the United States did a better job of securing local buy-in. But 
sustainment problems persisted there too. For example, there is no 
Afghan budget to maintain the new roads built with reconstruction 
money. “We’re already seeing them crumbling,” he said.

Operations and maintenance issues were especially complicated in 
Iraq. The U.S. program produced projects built to U.S. specifications, 
without taking into account Iraqi capacity to maintain them. The Iraqis 
erroneously assumed that the United States would be there to provide 
support. After transfer occurred, Iraq often found it impossible to 
sustain the projects. As a general rule, Ambassador Crocker said, when 
it comes to a major project “dumb it down.”

The Ambassador supports the idea of a unified contingency office to 
plan and execute stabilization and reconstruction operations. But he said 
that such a structure must have a clear and concise chain of command to 
guard against the kind of State-Defense tensions that plagued the Iraq 

experience and obviate what Ambassador 
Crocker called “a second Rumsfeld era.”

Ambassador Christopher Hill. Ambassador 

Hill served as Chief of Mission in Iraq from 

April 2009 to August 2010. He previously 

served as Ambassador to Poland, the Republic 

of Macedonia, and the Republic of Korea. He is 

the Dean of the Korbel School of International 

Studies at the University of Denver.

The U.S. reconstruction program was much too large, well beyond the 
scale of anything State or USAID had ever done. Calling it the “largest 
ever foreign aid program,” Ambassador Hill emphasized the many 
differences between the Iraq rebuilding program and the post-World 
War II Marshall Plan for Europe’s reconstruction. The latter was chiefly 
loan-based, and the target countries provided a foundation on which U.S. 
funding could effectively build. In Iraq, the United States attempted to 
build an American-shaped reconstruction program on a fundamentally 
incompatible foundation with an entirely grant-based program. 

There was a bureaucratic clash of cultures in Iraq among U.S. 
government agencies; its ill effects weakened the reconstruction effort. 
For example, the State Department faced problems that arose when 
USAID programs, which are designed with maximum controls, 
sought to follow up on projects carried out through the military’s 
CERP program, implemented with less-developed controls. This 
particular collision of philosophies exemplified the many departmental 
differences that caused shortfalls in Iraq.

A Defense-State rebuilding rivalry, in part driven by spending rates, 
took a toll on the reconstruction effort. Ambassador Hill observed 
that, as U.S. forces prepared to leave Iraq and State positioned itself 
to assume responsibility for the complete U.S. mission there, the 
measurement of accomplishment became departmental “spend rates.” 
As a result, “State spent too much and took on too much.” 

Ambassador Hill stressed the need for what he called “a holistic 
approach” that should go well beyond simply an agglomeration of 
USAID, State, or military capacities. He supports forming a new 
office with clear responsibilities to manage SROs, modeled along 
the lines of USAID’s Disaster Assistance Response Teams and 
possessing a broad mandate, interagency jurisdiction, and sufficient 
resources. Shortcomings in the State Department’s defunct Office of 
the Coordinator for Reconstruction Stabilization and its successor, 
the Bureau of Conflict and Stabilization Operations, reveal that an 
integrated solution to managing SROs has yet to be established. 

These are the three paramount lessons from Iraq: 

Don’t take on a program you don’t have the capacity to complete.
Don’t ask institutions to do what they are incapable of doing.
Set an exit date. 
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Ambassador James Jeffrey. Ambassador 

Jeffrey, a Career Ambassador, served initially 

in Iraq in 2004 to bridge the transition from 

CPA to State and subsequently as Deputy 

Chief of Mission at the Embassy in Baghdad. 

He continued to focus on Iraq in subsequent 

assignments as the Secretary of State’s Senior 

Advisor on Iraq, as Principal Deputy Assistant 

Secretary of State for Near Eastern Affairs, and 

as Deputy National Security Advisor. He returned to Iraq as Ambassador in 

2010, serving into 2012. 
After U.S. forces removed Saddam Hussein in 2003, Iraq’s 

“government was totally non-functional.” The CPA had to rebuild 
not just power and water plants, but also the most basic elements of 
governance, recalled Ambassador Jeffrey. This was a scenario for which 
no plan existed.

Although the United States put tens of thousands of Iraqis to 
work through its reconstruction program, “the question can be asked 
whether this money spent by the United States was cost effective.” In 
the Ambassador’s view, “the U.S. reconstruction money used to build 
up Iraq was not effective. There were many development problems, and 
we didn’t get much in return for the $50 billion-plus that we spent.” 

The reasons were manifold. To begin with, there were questions 
as to whether the U.S. effort was a nation-building effort or a 
counterinsurgency program. Regardless of definition, Iraq required 
enormous assistance to recover not just from the war but also from 
Saddam’s 25 years of reckless neglect. “The money spent on improving 
health care was needed, including the money spent on hospitals. 
Money was needed to be spent on oil-field production, the electricity 
production and the grid, and drinking water.” 

Consultation with the Iraqis was a problem during the CPA period. 
“On most of this work, there was no Iraqi buy-in. There was never an 
impression that the Iraqis were included in any decision process.” 

Although “too much money was spent with too few results,” there 
were a number of positive effects: “Iraq ended up, nine years after the 
U.S. invasion, with: (1) more than 2.7 million barrels per day of oil 
being exported, (2) expanded availability of electricity and cell phones, 
and (3) a capable Iraqi military.” Moreover, “the United States defeated 

the insurgency and got Iraq on its feet. Overall, our efforts were a 
success.” 

The three biggest weaknesses in the Iraq program were these:

not realizing how much work needed to be done to get the Iraqi 
government functioning
not determining whether the United States was conducting a 
counterinsurgency or a nation-building program
operating under U.S. contracting rules that were so “goofy” that they 
debilitated those trying to execute the program 

“What happened in Iraq was the military versus State and USAID, 
all of it occurring in the middle of an insurgency and nation-building 
mess. The U.S. Army Corps of Engineers was in USAID’s lane, placed 
in a very confusing role.”  The military’s expansion into the rebuilding 
sectors perhaps went a bit too far: “The role of the U.S. military was to 
fight and secure the population. It [was not expected to have a] role in 
the reconstruction of Iraq. Its job was to defend the people. It did not 
have a plan for political or economic development.” 

Senior Deputy Assistant USAID 

Administrator Christopher Crowley. 

Mr. Crowley is USAID’s Senior Deputy 

Assistant Administrator for the Middle East. He 

served as USAID Mission Director in Iraq from 

2007 to 2010, longer than any other Mission 

Director. A Middle East specialist, with a career 

at USAID spanning 40 years, Mr. Crowley’s 

assignments included tours in Egypt, Syria, the 

West Bank, and Gaza. 
Mr. Crowley said the failure to engage much earlier in effective 

capacity development programs was a “key gap” in the reconstruction 
effort. “We knew that the capacities of local governments and GOI 
ministries had been weakened over time, but the impact of Iraq’s 
isolation, the negative effects of Saddam’s rule, and the draining 
of good people from the country all made the task of capacity 
development much more difficult.”  The GOI’s weak budget execution 
capacity was a key example. “We’d have teams go to a ministry to 
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de-bottleneck a problem for them, but the real problem was that the 
people working the system didn’t even know the most basic steps of 
how to execute a budget.”

The $32 million project to implement the Iraq Financial 
Management Information System for the GOI failed because the 
Iraqis did not want it and thus had no interest in learning how to use 
it. In contrast, when USAID hired Arabic speakers—either local Iraqis 
or residents of other Middle East countries—to help implement ideas, 
projects succeeded because we were able more effectively to incorporate 
Iraqi priorities into programs.

The three principal lessons learned from the Iraq experience were these:

Look beyond the title of a U.S. government department before 
assigning it an overseas mission. Some of these agencies sent people 
to Iraq who had no experience abroad at all, much less in the Middle 
East.
Define what’s needed for sustainability from the start. 
Find the right people before deploying them to a contingency 
operation and then keep them there. The one-year tour limit was an 
obstacle to sustainability and continuity.

USAID Mission Director Thomas Staal. 
Mr. Staal’s career at USAID has spanned 25 

years, with many spent on Middle East issues. 

During 2003–2004, he served with the CPA in 

Basrah as USAID’s representative in southern 

Iraq. He then served as the head of USAID’s 

Middle East office. In 2012, he returned to 

Iraq as the USAID Mission Director, based in 

Baghdad. 
According to Director Staal, the early U.S. reconstruction 

program was insufficiently planned. There was no strategic 
thinking about a longer and larger rebuilding program before the 
invasion. Although USAID had formulated a 3-year plan for Iraq’s 
reconstruction and rehabilitation, the official U.S. government 
position was that we would be out within six months. The goal was 
to repair as much as we could in that time and then leave. But that 
policy changed with the advent of the CPA, which developed an 

$18 billion reconstruction program, devised in the summer of 2003 
and approved by the Congress that fall. 

Leading the CPA’s effort was the Project Management Office. The 
projects requested for each ministry were put forward to the PMO 
by American ministerial advisors. The program “was not a plan; it 
was a wish list. Further, it had no capacity building, no real training 
initiatives. We didn’t come with a holistic approach.”

Another shortcoming was a lack of understanding among those 
leading the U.S. reconstruction program of what three major wars 
and a decade of international sanctions had done to the country’s 
infrastructure and to the spirit and psyche of the Iraqi people. “It 
wasn’t just the 2003 invasion that had subdued Iraq; it was the wars of 
repression waged by Saddam that had beaten down the people’s spirit.” 
The collective effect of these varying calamities left Iraq in need of 
much more help than was initially recognized. 

The U.S. government made the mistake of focusing on fixing 
everything rather than getting Iraqis involved in setting priorities on 
what most needed repair. “We said ‘let’s just get everything fixed’ and 
failed to do enough to develop capacities within the Iraqi society so 
that they could do a lot of these things themselves and then take them 
over and run them themselves.” 

The Congress

The fuel for the Iraq reconstruction program—billions in taxpayer 
dollars—came from decisions made and votes cast in the chambers of 
the U.S. Congress. Overseeing how these billions were used ultimately 
was executed in Senate and House committee rooms. 

SIGIR provided numerous testimonies over the past nine years 
to congressional committees, making a variety of recommendations 
for improvement, some of which found their way into law. As the 
authorizing body for the agencies that manage stabilization and 
reconstruction operations, the Congress possesses the ultimate 
constitutional responsibility for implementing reforms drawn from the 
lessons of Iraq. 

To obtain congressional insights and judgments about the Iraq 
program, the Inspector General interviewed:
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Senator John McCain
Senator Susan Collins
Senator Claire McCaskill
Representative Howard “Buck” McKeon
Representative Adam Smith
Representative Stephen Lynch
Representative Michael McCaul
Representative Peter Welch
Representative Jason Chaffetz
Former Representative Christopher Shays
Former Representative Bill Delahunt
Former Representative Jim Marshall

Senator John McCain III (R-Arizona). 

Senator McCain is a member of three of 

SIGIR’s reporting committees: the Senate 

Foreign Relations Committee, the Senate 

Homeland Security and Government Affairs 

Committee, and the Senate Armed Services 

Committee. A Vietnam War hero, Senator 

McCain was a consistently strong supporter 

of the U.S. military mission in Iraq, strongly 

backing the troop surge in 2007 and making numerous trips to the country 

over the past nine years. 
Senator McCain pointed to two crucial shortcomings that 

undercut the U.S. reconstruction program: inadequate program and 
project oversight and insufficient security. If those challenges had 
been resolved early, the reconstruction effort could have “made a lot 
of progress.” Instead, the program unfolded as security conditions 
deteriorated, aggravating an already weak management system and 
causing massive shortfalls and waste. 

The Defense and State Departments and the Congress all failed to 
fulfill their oversight responsibilities regarding Iraq’s reconstruction. 
Senator McCain recounted how he was “stunned” when, during one 
of his many visits to Iraq, a general told him that project oversight of a 
contractor’s work was being conducted by drone aircraft. 

Defense and State were unprepared to take on the challenges of so 
large an effort, and congressional oversight was “out the window” for a 

while. In the early phases of the program, the United States Congress 
appeared to have a “laissez faire” attitude toward the expenditure of 
U.S. tax dollars in Iraq. 

The paramount lesson from the Iraq rebuilding experience is the 
need for a complete overhaul of the U.S. approach to stabilization and 
reconstruction operations. Contingency contracting procedures were a 
particular weakness that such an overhaul should address. In addition, 
Senator McCain raised concerns about the failure of the government 
departments and agencies involved in SROs to conduct integrated 
operations and maintain accountability. He supports the idea of a 
consolidated office to plan, execute, and oversee future stabilization and 
reconstruction operations.

Finally, Senator McCain generously observed that the SIGIR team 
of auditors, investigators, and inspectors had provided a crucial public 
service, identifying areas in the rebuilding effort needing improvement 
and highlighting opportunities for saving taxpayer dollars. The lesson 
here, he stressed, is that an IG should be present on the ground in an 
SRO “as the situation first evolves.”

Senator Susan Collins (R-Maine). As 

a member of three of SIGIR’s reporting 

committees (Appropriations, Armed Services, 

and Homeland Security and Government 

Affairs), Senator Collins was the most consistent 

congressional supporter of oversight in Iraq 

during the past nine years, sponsoring legislation 

to strengthen SIGIR’s mandate, leading 

hearings on the Iraq program, and regularly 

meeting with the Inspector General and his staff. 

While the U.S. reconstruction program in Iraq produced “some 
success,” many rebuilding projects failed to meet their goals because 
of poor planning, a deteriorating security situation, and weak program 
and project oversight. “The level of fraud, waste, and abuse in Iraq was 
appalling.” Senator Collins was especially angry when she learned that 
some reconstruction money found its way into the hands of insurgent 
groups. The CERP was a program especially subject to fraud. The 
lesson there is that the CERP should have been limited to small-
scale projects.
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With regard to appropriations, Senator Collins initially favored a 
loan-based reconstruction program for Iraq, but President Bush had 
“no interest” in such and insisted on “no-strings-attached” funding. In 
retrospect, pursuing a program that included a loan-based component 
would have made economic sense for the U.S. taxpayer. 

Ensuring effective security and strong oversight are keys to success 
in a stabilization and reconstruction operation. Regarding oversight, 
the on-the-ground presence of SIGIR auditors, inspectors, and 
investigators was essential. The reason the special inspector general 
idea first surfaced was that the Congress was not getting the necessary 
oversight from departmental inspectors general. The decision to create 
SIGIR was a wise one.

Senator Claire McCaskill (D-Missouri). 
Senator McCaskill, a former prosecutor and 

State Auditor of Missouri, serves on two of 

SIGIR’s reporting committees:  Armed Services 

and Homeland Security and Government 

Affairs. In 2007, she co-sponsored legislation 

for an independent, bipartisan Commission on 

Wartime Contracting, which offered numerous 

recommendations for reforming overseas 

contingency operations. Many of her proposals for contingency contracting 

reform became law with the passage of the FY 2013 National Defense 

Authorization Act. 

According to Senator McCaskill, the vast majority of U.S. 
reconstruction funds in Iraq were wasted. While detailed research 
would be required to determine precisely which programs worked and 
which ones failed, it is likely the best program the United States ran in 
Iraq was one that paid its enemies to switch sides. (The Sons of Iraq 
Program spent $370 million in CERP funds to pay mostly Sunnis to 
stay off the battlefield and perform other work.5)

A central cause of U.S. reconstruction program’s shortcomings was 
what Senator McCaskill called “an utter, abject failure” of the various 
U.S. agencies and departments to coordinate with each other. Instead, 
they worked at cross-purposes, creating “a circular firing squad” that 
guaranteed program failure. 

The CERP was initially a useful tool that enabled local commanders 

to fund projects quickly and effectively. The early projects were often 
“so simple and straightforward that they didn’t need a contracting 
officer.” Later, however, CERP projects grew too large, and the 
program “just got out of hand.”

These were the three most important lessons from the Iraq 
experience:

Small projects are better than big ones, especially in unstable 
settings.
Make realistic assessments about the sustainability of projects 
constructed as part a stabilization and reconstruction operation.
Ensure strong accountability for those managing rebuilding 
programs and projects. The constant turnover in personnel produced 
a system where no one was held accountable for failure.

Representative Howard “Buck” McKeon 

(R-California). Representative McKeon is the 

Chairman of the House Committee on Armed 

Services, one of SIGIR’s reporting committees. 

He regularly traveled to Iraq over the past nine 

years.

Chairman McKeon said that the 
substantial U.S. investment in Iraq since 
2003 was successful in bringing improved 

security. But, “although we won the war, we have not won the peace.” 
The United States sacrificed a lot but dropped the ball by failing to 
protect our investment in Iraq.

Based on meetings with senior Iraqi officials, Chairman McKeon 
believed there had been an ongoing dialogue in 2011 between the 
United States and Iraq aimed at reaching an agreement to keep about 
20,000 U.S. troops in Iraq after December 2011. He was told that if 
the United States asked the Iraqis to permit such, the Iraqis would 
agree. Unfortunately, the negotiations did not succeed. An ongoing 
troop presence would have allowed the United States to exert more 
leverage over Iraq in 2012 and beyond. We have a large number of 
contractors performing missions that might have been performed at a 
lesser expense and with better effect by U.S. troops. 

The U.S. reconstruction program was initiated without sufficient 
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planning or strategic direction. As a result, significant sums of U.S. tax 
dollars were wasted in Iraq. Chairman McKeon’s oversight trips to Iraq 
enabled him to visit a few reconstruction projects. At one project to 
rebuild a large electricity generation plant, the Iraqi chief engineer told 
him of the deteriorated condition of the plant, which the engineer had 
managed to keep going with a series of “patches.” He explained that, 
under Saddam Hussein’s rule, Iraqi officials would tell the leaders what 
they wanted to hear, rather than the truth, about issues such as the 
plant’s condition.

The effort led by the U.S. military to improve Iraq’s security forces 
produced the most lasting, positive impact of our reconstruction dollars. 
That impact could be lost, however, because of the withdrawal of U.S. 
troops. As the Chairman put it, we will be unable to influence the course of 
Iraq’s future, and the security forces may deteriorate, be misused, or both.

Representative Adam Smith 

(D-Washington). Representative Smith is the 

ranking member of the House Armed Services 

Committee, having served on the committee 

since 1997. He has maintained a strong interest 

in the oversight of the reconstruction program 

since its inception.

The funds for rebuilding Iraq’s 
infrastructure were, on the whole, not well 

spent. The United States went through a period in which its goal was 
to rebuild Iraq “from whole cloth,” and those involved in the effort 
failed to realize the serious problems that plagued the program. We 
tried to do too much “on the fly.”

Representative Smith cited as a success the U.S. ability to leverage 
the “Anbar Awakening,” noting that when program decision making 
became more locally driven, the rebuilding strategy became more 
successful. The United States did “an okay job” of reconstituting and 
training the Iraqi Special Operations Forces. 

The biggest mistake was the de-Ba’athification decision. While 
a move to diminish the Ba’athist influence and its grip on power 
was necessary, problems arose because too many highly-skilled, 
experienced people were excluded from office by the severe de-
Ba’athification process. “The overarching problem” was the U.S. 

attempt to enforce a political structure on the Iraqis that had too little 
Iraqi input.

The biggest lesson from Iraq is that the U.S. government must 
develop better capabilities to respond to SROs. Bureaucratic rivalries 
between the State and Defense Departments hurt the program. You 
don’t have to wait until there is another SRO,” he added. “You can fix 
things in advance.” 

Representative Stephen Lynch 

(D-Massachusetts). Representative Lynch 

serves on one of SIGIR’s reporting committees 

(Oversight and Government Reform). He 

traveled to Iraq 14 times, visiting reconstruction 

sites with SIGIR’s inspectors.

Representative Lynch derived these 
lessons from the Iraq reconstruction 
program:

Strong oversight must be present from the start of a stabilization and 
reconstruction operation. “We did not have that at the beginning.” 
SIGIR provided it later, but “a lot of money went out the door” 
before SIGIR arrived in Iraq in the spring of 2004. 
An established coherent management structure is crucial to 
executing SROs effectively. “We did not have that in Iraq.” Instead, 
a number of temporary entities were created to fill the planning and 
execution gaps. 
The CERP was a success when used properly. Battalion 
commanders that used CERP money to execute wisely targeted, 
quick-turn-around projects helped the mission succeed. Those 
who spent it on large-scale rebuilding efforts, like the Baghdad 
Enterprise Zone, missed the mark.

Emblematic of the oversight problem, Representative Lynch 
recalled a hearing in late 2004 involving the Defense Contract 
Auditing Agency, at which the DCAA Director was testifying. The 
Director stated, in response to a query from Representative Lynch, 
that DCAA had “no boots on the ground in Iraq” but was performing 
oversight from Virginia. Representative Lynch told him that was 
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unacceptable; DCAA soon thereafter had auditors in Iraq. 
SIGIR succeeded because it had a significant on-the-ground 

presence. Representative Lynch recalled trips to Sadr City and the 
Rusafa Courthouse in Baghdad with SIGIR’s inspection teams. He 
also recalled a meeting with the GOI’s Council of Ministers in 2011 
at which a Sadrist pointed at him, saying “Congressman, you never 
told us democracy would be so hard.” For Representative Lynch, that 
criticism was a sign of progress. 

Representative Michael McCaul (R-Texas).

Representative McCaul was elected in 2004 and 

serves on one of SIGIR’s reporting committees, 

the House Committee on Foreign Affairs. He also 

serves as Chairman of the Homeland Security 

Committee. He previously was Deputy Attorney 

General of Texas, Chief of Counter Terrorism 

and National Security in the U.S. Attorney’s 

office, Western District of Texas, and a federal 

prosecutor in the Department of Justice’s Public Integrity Section in 

Washington, D.C.

The United States rebuilding program accomplished a lot. “For 
the most part, we can be proud of what our soldiers and diplomats 
achieved,” said Chairman McCaul. The comprehensive strategy that 
comprised the “surge” reached the goals that it set: a reduction in 
violence allowing the rebuilding program to move forward and the 
democracy to stabilize.

The most significant errors occurred during the CPA’s tenure:

the de-Ba’athification order, which effectively fired about 30,000 
government employees
the dissolution of the Army, which dismissed about 500,000 
members of Iraq’s military without pay or pension

There were significant areas of waste throughout the Iraq program 
that SIGIR identified; the causes of it serve as lessons learned for the 
next stabilization and reconstruction operation. One example cited 
by Chairman McCaul was $200 million spent on the construction of 
facilities for the Police Development Program that were never used for 

their intended purposes. 
Iraq has significant wealth from its oil reserves and growing exports.   

The U.S. reconstruction program built the foundation for the growth 
of that wealth. At the time of the departure of U.S. troops in 2011, 
Iraq was in a stable position, with a growing economy and a much-
improved security situation, enabling it to move forward as an ally of 
the United States in the Middle East. But many challenges remain.

Representative Peter Welch (D-Vermont). 

Representative Welch was first elected to 

represent Vermont in 2006, and developed 

a great interest in Iraq’s reconstruction from 

his membership on the House Oversight and 

Government Reform Committee. Previously, 

Mr. Welch served in Vermont’s State Senate.

The personnel system used to support work 
in Iraq weakened the program by allowing 

incessant turnover, which attenuated program management and project 
oversight. Further, the limitations imposed by the security situation 
prevented the effective execution of programs and projects. According 
to Representative Welch, Iraq teaches that security must be established 
before undertaking substantial reconstruction efforts during an SRO. 

With regard to the execution of stability and reconstruction 
operations, he said, “We should not have the military doing it. It is 
not their job. Some of the mistakes lie with Congress. We were not 
disciplined in directing what organization and structure we should 
have been using in Iraq.” 

Representative Welch emphasized the importance of SIGIR’s work, 
thanking the staff for its excellent productivity. Without the audits, 
investigations, and inspections that SIGIR executed, little would have been 
known of the challenges that persistently dogged the rebuilding of Iraq.

Representative Jason Chaffetz (R-Utah). Representative Chaffetz was 

first elected in 2008 and serves on the House Oversight and Government 

Reform Committee. As Chairman of the Sub-Committee on National 

Security, Homeland Defense, and Foreign Operations, Mr. Chaffetz has 

held a number of hearings addressing Iraq’s reconstruction operations at 

which SIGIR has testified. 
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Some public works projects constructed 
during the Iraq program were effective 
and had a positive impact. Representative 
Chaffetz said, “they helped the country 
get back on its feet.” But too much 
reconstruction money was wasted on projects 
that failed for lack of sustainment because 
the United States did not sufficiently consult 
with the Iraqis. Once given control of projects, 

Iraq frequently had little interest in maintaining them chiefly because they 
were never consulted.

The top three lessons learned from the Iraq experience were:

When entering stabilization and reconstruction operations, seek out 
trustworthy local partners and make sure they are actively engaged 
in the reconstruction process and “have skin in the game.” 
Make certain that reconstruction programs during SROs have 
strong oversight. People will behave if they are watched. 
Improve interagency coordination.  This was a major weakness.

Representative Chaffetz believes the management systems for SROs 
must be reformed—a difficult task because Defense and State have 
conflicting agendas and a history of not communicating well with each 
other. This reflects the problem of “stove-piped” operations within U.S. 
departments and agencies involved in SROs.

Former Representative Christopher 

Shays (R-Connecticut). Mr. Shays served 

in the Congress from 1987 to 2008 and was a 

member of the House Committee on Oversight 

and Government Reform, a SIGIR reporting 

committee. He traveled to Iraq over 20 times, 

more than any other Representative, and 

demonstrated a deep interest in SIGIR’s work, 

leading a number of hearings as Chair of the 

Subcommittee on National Security and Foreign Affairs. He later served 

as Co-Chairman of the Commission on Wartime Contracting in Iraq and 

Afghanistan from 2008 to 2011, before which SIGIR testified several times. 

Mr. Shays estimated that “close to half ” of all reconstruction money 
for Iraq was wasted. He cited the cause as insufficient coordination 
between and among the U.S. government agencies that designed 
projects and the private civilian contractors that implemented them. 
“Contractors played an important role because they freed up the 
military to address their mission; they have to have a seat at the table 
during project planning,” he said. 

He named these as the top lessons from Iraq:

U.S. agencies must bear a greater responsibility for the money they 
spend. Because funds for Iraq’s reconstruction were not directly linked 
to departmental budgets, agencies felt little ownership of the money 
and thus engaged in imprudent spending practices. 
Public revenues must be raised (through taxes or fees) to pay for SROs; 
otherwise, there may be a perception that such operations are effectively 
without cost. If the public actually feels the burden of funding SROs, 
then there will be public pressure on the government to exercise greater 
spending discipline over the billions in tax dollars spent abroad. 
Civilian contractors must be used more effectively. In Iraq, lax oversight 
and poor communication led to too much waste.

Former Representative Bill Delahunt 

(D-Massachusetts). Bill Delahunt is a former 

Representative from Massachusetts, who 

represented the 10th District from 1997 through 

2011. As a member of the House Committee on 

Foreign Affairs, Mr. Delahunt demonstrated 

a consistent interest in and focus on Iraq’s 

reconstruction, conducting numerous hearings 

as Chairman of the Subcommittee on Oversight 

and International Organizations at which the Inspector General testified. 
According to Mr. Delahunt, the failure to plan properly for the 

invasion’s aftermath caused disastrous results. “We should never go 
into combat operations again without doing the kind of planning 
that’s needed to deal with what comes next in Phase IV. The lack of 
preparation for dealing with post-invasion Iraq was a tragedy.” 

A key lesson is the need for a permanent planning agency designed 
specifically for contingency operations. Such an agency would integrate 
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U.S. policy into an action plan, doing the kind of preparation and 
oversight necessary to succeed in an SRO. If such an entity existed 
10 years ago, then what happened in Iraq would have unfolded 
very differently. 

The biggest single concern for Mr. Delahunt is that the lessons of 
Iraq will go unlearned and unapplied. “We had hearing after hearing, 
but people didn’t listen. My concern is that people will look back and 
ask why we didn’t pay more attention. We continue to make mistakes. 
We’re missing an opportunity now; we should apply a lesson from Iraq 
by creating an office that would actually be primarily responsible for 
planning, executing, and overseeing SROs.” 

Mr. Delahunt said that SIGIR was “one of the success stories 
from Iraq.”

Former Representative Jim Marshall 

(D-Georgia). Mr. Marshall served in the 

Congress from 2003 to 2011, during which 

time he was a member of the House Armed 

Services Committee (one of SIGIR’s reporting 

committees) and traveled to Iraq many times. 

A decorated combat veteran of the Vietnam 

War, Mr. Marshall is a member of the U.S. 

Army Ranger Hall of Fame. He now serves as 

President and CEO of the U.S. Institute of Peace.

Mr. Marshall’s first exposure to the U.S. reconstruction plan in 
Iraq occurred in August 2003, when he traveled there on the first 
of more than 15 trips he would make to Iraq over the next 8 years. 
He accompanied Chairman Ike Skelton, and, during a meeting 
with Coalition Provisional Authority Administrator Paul Bremer, 
Commander of U.S. forces Lieutenant General Rick Sanchez, and 
Project Management Office Director Dave Nash, Mr. Marshall 
asked what plans the CPA had to address the security problems that 
inevitably would arise. The response he got was: “You cannot plan 
for that.” Incredulously, Mr. Marshall replied that they could “count 
on it” and expect that perhaps 25% of the reconstruction money 

would be spent on security and post-attack repairs. Events later 
proved his prognostication correct. 

Significant audit risk is acceptable when using CERP funds 
to accomplish projects that promote or secure tactical gains. The 
CERP helped commanders in Iraq to build relationships with locals, 
which reduced battlefield casualties. This truth should allow for a 
balancing of oversight rules when it comes to auditing the CERP in 
these situations. But it must not support large infrastructure projects. 
Auditors rightly challenged CERP’s use in Iraq for such purposes.

Like the CERP, the Provincial Reconstruction Teams suffered 
weaknesses from having been “built in flight.” For example, PRT 
managers should have recruited and relied more heavily on local 
nationals, which would have improved security and reduced costs. 
PRT personnel needed more training; the United States should 
have established an in-country “PRT University.” And more 
experienced leadership coupled with a more stable team of advisors 
could have built better local relationships and improved interagency 
operations. By contrast, the PRTs played a more effective role 
in Afghanistan. 

Mr. Marshall drew these lessons from the reconstruction program 
in Iraq:

1. Planners should expect everything to cost more than first estimates 
indicate.

2. The host government must credibly commit to providing project 
security, sustainment, and maintenance after project transfer.

3. Small projects are better than large; local projects are better than 
national.

4. The U.S. Army Corps of Engineers should have had the 
reconstruction lead in Iraq from the start. It trains to operate in a 
contingency environment.

5. Implementing effective quality-assurance programs produces better 
results; that is, project oversight personnel who are present at the 
project site are crucial to project success.




