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SUMMARY

In Iraq the issue of decentralization tends to kick up a flurry of
activity and discussion whenever Law 21 is amended or a governor
attempts to create a new region. Otherwise though, federalism

only draws attention as it relates to Baghdad-Kurdistan Regional
Government (KRG) relations, oil revenue sharing, or both. However,
while federalism rarely lends itself to meaningful discussion beyond
Baghdad-KRG dynamics, Iraq’'s current public service regime is
struggling to deliver on desperately needed services in part due

to the issue of establishing a functioning federal state system
across the country. Far more attention needs to be devoted to
institutions and how those operating within them can deliver those
services. One way to do this is to decentralize service provision

to the governorates not incorporated into a region. However, this
process has been hampered by administration, fiscal, and political
issues. Identifying these and seeking solutions to resolve them

will be key. This paper addresses the decentralization process,
specifically focusing on the issues surrounding the governorates not
incorporated into a region, as per Law 21.



INTRODUCTION

In Iraq the issue of decentralization
tends to kick up a flurry of activity
and discussion whenever Law 21' is
amended? or a governor attempts to
create a new region. Otherwise though,
federalism only draws attention as it
relates to Baghdad-Kurdistan Regional
Government (KRG) relations;?  oil
revenue sharing,* or both. However,
while federalism rarely lends itself
to meaningful discussion beyond
Baghdad-KRG dynamics Iraq's current
public service regime is struggling to
deliver on desperately needed services
in part due to the issue of establishing
a functioning federal state system
across the country. Countless articles
and op-eds underline the need for good
governance in lIraq and functioning
services, but far more attention should
be devoted to institutions and how those
operating within them can deliver those
services.

One way to do this is to decentralize
service provision to the governorates
not incorporated into a region. However,
this process has been hampered by
administrative, fiscal, and political
issues. With that said, federalism and
decentralization are constitutionalandin
law. The capacity of the governorates is
growing with time, and some gains have
been made. To try to recentralize and
step back from decentralization toward
another model would not address the

fundamental issues that Iraq is facing.

Thus, identifying the problem areas and
seeking and implementing solutions to
resolve them s the only way to capitalize
on gains made. This paper addresses the
decentralization process, specifically
focusing on the issues surrounding the
governorates not incorporated into a
region as per Law 21 of 2008. Oil sharing,®
Baghdad-KRG relations, and intra-KRG
relations warrant an in-depth discussion
and will be left to another time.

HISTORY

To start, it is important to consider the
history of Iraqi institutional capacity
and budgeting.” Since 2005, the Iraqi
government's organization and efficacy
has evolved considerably. The Iraqi
federal government in 2005-06 had a
very rudimentary capacity to budget and
largely relied on pen, paper, and FoxPro,
a basic and dated computer program. At
this point, Baghdad could only account
for one fiscal year of projections on
revenues and expenditures, rather
than multi-year spending estimates?®
Additionally, the governorates lacked
executive strength, budgeting capacity,
and legislative experience in the newly-
established Provincial Councils (PCs).

However, in the ensuing years, Iraq
would witness wide-ranging changes
to this system. Parliament secured
a say in the lIraqi federal budget,
authorities established the Accelerated
Development
Program (ARDP) as a nascent form
of fiscal federalism, the Ministry of

Reconstruction and




Finance developed the capacity over
the years to take hold of the budgetary
process, which under the Ba'athists
was controlled by the Ministry of
Planning, and governorates earned
the right to budget for, and ask the
federal government for, specific funds
to be allocated to the governorates for
projects® The Iraqi government can
now develop and implement federal
budgets despite challenges like the pre-
existing institutional culture, turnover
of staff and ministers, capacity deficits,
violence, and a radical shift toward
federalism. With that said, there remain
issues to address and overcome, and
the progress of federalism as a model
for service delivery in Iraq has waxed
and waned since 2005. For example,
capacity is growing to execute on
budgets, but there is still no investment
budget to execute on in the provinces.
Additionally, budgetary execution rates
have sat around 65 percent since 2015,%°
and protests over poor services and
unemployment continue to wrack the
Iraqi state.

Federalism as a concept is deeply
unpopular across most of Iragq® as
many fear it will empower corrupt local
politicians and interests while failing to
improve services. Previous protests in
Iraqg made clear citizens' distrust and
anger with local politicians through the
targeting of PC buildings and political
party offices. For example, the massive
2011 “Day of Rage" protests targeted
local politicians and provincial offices,
burning down PC buildings in some

governorates (which notably happened
again in the protests of 2018).*> Further,
some see Iraq as a de-facto federacy,
meaning that the federal government
has one set of federal relations with
the KRG, and a symmetrical approach
with the provinces not incorporated
into a region.® Nonetheless, the Iraqi
government is slowly attempting to
move away from such thinking. For
example, in 2015, former Iraqi Prime
Minister Haider al-Abadi issued an
executive order to implement Law 21.
Thelawhadbeen passedin2008withthe
goal of empowering the governorates
through decentralization. This pushed
forward various administrative reforms,
affecting six different federal ministries.*4
However, the decentralization process
has been poorly executed with some
federal ministers reluctant to see it
enacted, while the war against ISIS and
the ensuing financial crisis in 2014-15
significantly hampered decentralization
initiatives. These issues have been
exacerbated by many other underlying
structural concerns, such as endemic
corruption, politically driven distribution
of oil revenues, and mismanagement of
state assets and resources.




WHAT IS THE
OBJECTIVE OF
FEDERALISM
IN IRAQ?

Following the establishment of the 2005
Constitution, the conceptual design of Iraq
was that of a decentralized model following
the principle of subsidiarity, allowing for
asymmetrical relationships between the
governorates and Baghdad. The goal of
this was to recognize that the needs of the
governorates differ from one another; the
needs of Diwaniyah differ from those of
Basra, and again from Ninewa. Furthermore,
asymmetry has a very important political
function; Baghdad's relationship with the
KRG is necessarily different because of
history and politics. To treat some of the
governorates the same as the KRG, or even
the same as each other, is to both ignore
reality and the politics driving federalism.
This is what allows federalism in Iraq to be
adaptive as the country progresses. Once
paired with subsidiarity, the governorates
should in theory deliver their services in a
timely and efficient fashion, tailored to their
own needs and circumstances. Overall,
decentralized asymmetrical federalism,
in principle, should allow the Iraqi federal
government, the KRG, and the governorates
not incorporated into a region to manage
inter-governorate/region or governorate-
Baghdad issues to settle disputes and
improve governance.

WHAT IS THE
LEGAL DESIGN
OF FEDERALISM
IN IRAQ?

Iraq's constitution creates a federal system
of 18 governorates, three of which consist
of territory governed by the KRG in what is
currently Iraq's only region. As per Article
119, one or more governorates can hold
a referendum and form a region. Regions
operate with their constitution
(provided that it does not contradict the
2005 Constitution),
region’'s structure of powers, authorities,
and mechanisms,
such powers may be exercised (Article
120). Article 121 provides that regions
are

own

which defines the

and outlines how

responsible for the creation and
administration of internal security forces
and police, outside of federal forces. This is
thearticlethatlegallyallowsthe Peshmerga
and Asayish in the Kurdish Region of Iraq. To
note, the Hashd al-Shaabi — or the Popular
Mobilization Forces (PMF) — are separate
from Article 121. This umbrella organization
was institutionalized with the passage of a
special law in 2016 by the Iraqi Parliament.
Under this law, the PMF is an independent
organization with a corporate personality, is
part of the Iragi armed forces, and reports
to the prime minister (whose role includes
commander-in-chief), with the commander
being appointed by Parliament. The PMF
law draws from Articles 61 and 73 of the
Constitution.®s




Concerning the governorates, Article 122
for Governorates not Incorporated into
a Region provides that governorates *
shall be granted broad administrative and
financial authorities.” The 2005 Constitution
also allows for an asymmetrical federal
system between the central government
and the governorates not incorporated
into a region, as per Article 123. This allows
governorates to have as much devolution
(or as little) as they wish, conditional on
the acceptance of both the governorate
and federal government. Where disputes
are concerned regarding shared power
arrangements, Article 115 gives legal
supremacy to regional and governorate
governments over the federal government
in Baghdad. If powers do not specifically
fall under the legal mandate of the

federal government, the governorates

can exercise authority. Article 121 allows
regional authorities to override federal laws
should those laws fall outside the exclusive
jurisdiction of the federal government.

Law 21, passed in 2008, was an attempt
to decentralize some ministries to the
governorates to effectively kickstart the
decentralization process. It was revised
in 2011, 2013, and again in 2018, but has
yet to be fully implemented. To facilitate
this process, the Parliament Committee on
Regions and Provinces not Incorporated
into a Region is empowered by Article
(98) of the Bylaws of the Iraqgi Council of
Representatives to monitor the affairs of
those regions and governorates that are not
incorporated into a region and to manage
the relationship of these governorates
with the federal government. The High
Commission for Coordinating among the

A Kurdish MP stands outside Kurdistan's Parliament building in Erbil, the capital of the autonomous Kurdish region of
northern Iraqg, on Sept. 15, 2017. (SAFIN HAMED/AFP/Getty Images)




Provinces (HCCP) is another body involved
in assisting in the decentralization process.
This entity — established by Law 21, Article
45 — is chaired by the prime minister and
includes ministers, governors, and chairs
of provincial councils.”” It is tasked with
transferring various departments and
responsibilities from the ministries to the
provinces, along with funding and staff, as
well as coordinating among the provinces
on local administration and tackling
problems and obstacles faced.*®

In theory, Iraq can be very decentralized.
Articles 122 and 123 of the 2005
Constitution allow for the governorates to
determine their level of decentralization (in
negotiation with Baghdad) so long as this
is in accordance with its legal framework.
The federal government is granted
superseding powers and authorities with
regards to certain matters, but all other
matters (unless legally justified) fall under
the jurisdiction of the governorates, as
defined in Article 115. So post-2005 and
after the order was given to decentralize,
we see a system shift from a centralized
model of governance where the provinces
acted as more of administrative entities
that delivered on services as decided and
fundedin Baghdad to one where authorities
were expected to be at the provincial
level. However, in practice, this required a
deep administrative structural change, as
well as political change, to a new system
of governance in lIraq. As the process
progressed, impediments emerged.

ADMINISTRATIVE
AND FINANCIAL
IMPEDIMENTS

In referring to administrative and financial
impediments, it is important to separate
the issues into four categories: operational,
investment, administrative/process, and
Operational and investment
refer to budgeting, with operational
budgeting accounting for staff salaries,
fuel, and machinery upkeep, while
investment refers to project payments,
new contracts, and land purchases.
Administrative and process issues focus on
how government works as an organization
both internally and externally with respect
to organizational structures, processes of

revenue.

reporting, reporting structures internally,
and revenue generation externally as a
means to fund government operations.
Revenue refers to the means by which the
Iraqi government funds itself via tax, toll, or
fee. These different functions overlap with
each other in how they effect outcomes
and the effectiveness of the governorates,
but for the sake of clarity | will discuss them
individually.

OPERATIONAL
BUDGETING

As the six federal ministries devolved
authorities, governorates suddenly saw
a rapid growth of employees in their
directorates that were devolved from
example, the
governorate of Baghdad expanded from

federal ministries. For




90,000 employees to 325,000 because the
ministries of Health and Education, as in
most states, have huge numbers of staff on
payroll*® As such, the operational budget
cost rose sharply (see Chart 1, page 7). Due
to regular hiring and “ghost employees,’
2018 saw an addition of 46,000 people to
the total public sector payroll.2° Concerning
the operational budget overall, according
to Finance Minister Fuad Hussein, the
Iraqi public sector has grown to 6.5 million
people, compared to 850,000 pre-2003.2

As the operational budget continued
to inflate, it drew money away from the
investment budget as directorates sought
to cover salaries, sometimes resulting in
erratic payments or a total absence of pay:
for example, the staff of the agriculture
directorate completely
volunteers in Maysan, and in Diwaniyah,

function as
youth and sports cannot afford to pay for
security to guard properties owned by the
directorate, leading to damage or takeover
from trespassers.?

This can have very real political and
economic consequences: the lack of
funding and ability for the governorates to
perform tasks like policing and watching
buildings creates the space for militias to
take over them, resulting in de-facto land
and resource control and further swaying
local politics> In a discussion around
scaling up the ability for a specific service
to grow in Iraq, the owners of the service
provider complained how buildings that
they wanted to rent were being occupied
by specific militias who demanded they pay
a second tax. They were also told to work
from the roof of the building.2* The inability

of the ministries or the governorates to
police their buildings enables them to be
used for illicit activities and strengthens
the militias.

Furthermore, as payroll grows, local
revenues are not fully developed (which
will be discussed more in-depth shortly)
and even the operational budget faces
issues. Some directorates have had to shift
funding away from maintenance, causing
fuel shortages for cars, degradation of
machinery, and even criticalinfrastructure?s
disuse, further impacting directorate
effectiveness and thus public services.

INVESTMENT
BUDGETING

The investment budget across Iraq at the
federallevel has consistently faced a deficit
(see Tables 1 and 2, page 7%), as the state
has had to shift funds in response to oil
price fluctuation (as it is highly dependent
on oil revenues), terrorism, and violence
over the years.

As Tables 1 and 2 show, investment
budgeting has been consistently low, with
oil investments accounting for the majority
of the investment. Even so, Ministry of
Finance data shows that expenditures for
investmentbudgetswere significantly lower
than budgeted figures.? When examining
non-oil investment funding, the numbers
are even lower than they appear, as they
also account for arrears to contractors on
multi-year projects that have been slowed
by fiscal-year-based budgeting. Also, as
Ahmed Tabaqgchali points out:




CHARTS & TABLES

Chart 1: LHS: Core Public Sector Employment 2003-15, RHS: Government WWage Bill*®
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Tables 1 and 2; Iragi investment budget, 2010-21

Years 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Current expenditures % % % 10%  -16%
Investment expenditures % 1 42% 3%
Non-oil % -21%

Qil % 56%

Years 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Investment expenditures (1QD trn)
Non-oil (1QD trn)
Oil (1QD trn)

Investment expenditures (1QD trn)
Non-oil (1QD trn)
Qil (1QD trn)




Table 3: Budget execution rates by governorate + KRG, 2010-113°

Budget Execution Rates by Governorate
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Table 4: Non-Oil-Related Sources of Total Iraq Revenue, 2013-15.3*

Non-0il Related Sources of total Iraq
Revenue

2013
m2014
2015

Taxes Treasury Share  Other Nontax Social Sale of
from General Revenue Contributions nonfinancial
companies Profit assets
(Investments)




‘Productive  investment  spending
(such as those on electricity, water,
housing and education) accounted
for 33-75 percent of all non-oil
spending during the three years 2015-
2017. The rest of non-oil investments
during these years were investment
spending by the Council of Ministers,
Ministry of Interior, and non-ministerial
entities which accounted for 67-25 (sic)
percent of total non-oil investments.?

This has become an endemic problem in
the governorates, which have not been
receiving their investment budget funding.
Such funding gaps impede them from
signing off and executing on any contracts,
effectively confining the real executive
powers to the authorities in Baghdad.

Additionally, as alluded to before, the
execution rates of the budgets in Iraq at the
governorate level have been relatively sub-
par. While capacity has grown considerably
with time, some of the governorates still
struggle with effective budget execution
and procurement, as shown in Table 3
(page 8). It is also important to note that
while this information was gathered by the
UN, its accuracy is questionable (e.g. KRG
and Anbar reporting 100% execution rates).
Additionally, tracking execution
as money is spent has been an ongoing

rates

issue, but many of the governorates lack
a sufficient means to follow up on the
downstream project process to gauge the
impact of the money being spent. It is often
unclear whether or not the money has had
a tangible impact. This is partially due to
capacity issues, poor organization, and
political interference.

Concerning contracts for projects like
land development, funds delivered to the
governorates such as the ARDP and the
Provincial Development Plan (PDP) offer a
useful method to fund projects proposed
by the governorates (notably in the current
structure the governorates still must obtain
approval before they can execute on
projects). From the World Bank:

.from 2006-2009, the Governorates
and the KRG together were allocated
35 to 45 percent of the total federal
investment budget to implement
projects selected and developed
within the Governorates (and the KRG).
When federal budget shortfalls occur,
ministry investment budgets are more
protectedatthe expense of allocations
to Governorate investments. In the
2016 federal budget, the regional
development allocation to the KRG
and the Governorates will amount to
only 6 percent of all federal investment
expenditures.®

To make matters more problematic, the
delivery of funding is erratic. As a director
of municipalities pointed out, they did
not receive their ARDP funding that was
meant to be delivered at the beginning
of the 2017-18 fiscal year until Dec 20,
2018. This greatly limited their ability to
pay for contracts, resulting in a start-stop
cycle of projects, frustrating contractors,
and leading to delays. Additionally, they
only received less than a fifth of what
was approved, most of which was quickly
shifted away from investments and projects
toward operational (salary) gaps.33 The lack
of a reliable funding source also impacts
the ability of the directorates to plan for,
structure, and execute on projects and
deliver services.




REVENUE GENERATION

The governorates lack a broad means of
revenue generation. In looking at all of Iraq,
revenue diversification outside of oil is a
consistentissue (see Table 4, page 8). While
Article 44 of Law 21 outlines the different
means by which the governorates can
collect revenue, the Ministry of Finance has
enforced adecision that they must establish
a budget which includes revenues before
they can collect and place those revenues
into a revenue account. This is hampered
when the PC fails to legislate laws to
encourage the development of localized
revenues (via tolls and fees for services) and
the federal government does not disclose
just how much money is being gathered
through areas like border trade (of which
the governorates are owed 50 percent).
Thus far, most of the revenues accrued in
the governorates (excluding petro-dollars)
are those from self-funding directorates,
such as municipalities, via the collection of
tolls and fees for services. From a national
perspective however, these own-source
revenues are miniscule: in 2014 in Babel,
they accounted for less than one hundredth
of a percent.34 In cases where governorates
have suggested or created new means
for revenue generation in line with Law 21,
what would be gained by the governorate
would result in a reduction from federal
budget allocations, limiting the incentive to
diversify.3 To try to get around this impasse
in the short term, some governorates have
created an account that is linked to the PC,
although the money sent to that account
is often stolen or utilized for inappropriate
projects.

While some governorates have looked at
different ways to diversify revenue, such as
the “pilgrims tax” in Karbala (comparable
with the tourist fees charged in some
other cities like Rome), societal norms
against charging religious pilgrims for
local infrastructure upkeep as well as the
pragmatic means of collecting the funds
have prevented the governorate from
adopting it as a revenue source.

ADMINISTRATION
AND PROCESS

Within the governorates, new structures
had to be created to absorb the new
authorities and personnel shifting from the
federal ministries to the provincial level.
Once stood up, these new institutions have
caused various problems, specifically in the
governorates’ relationship with Baghdad.

First, there has

decentralization

been a haphazard
process resulting
inefficient staff allocation. For example, one
director general (DG) complained to me
that they received eight lawyers, but no
accountants at all, when they needed just
one lawyer and a team of three accountants.
As a side effect of this ad-hoc and poorly
managed process, multiple reporting
structures are often established, so DGs
receive official letters from the PC, the
governor's office, and the federal ministries
requesting that they complete different
tasks. Other issues are more related to the

in

context in which decentralization has taken
place. For example, the Ministry of Labor
and Social Affairs transferred three sections
of the ministry to governorates, but the

10



Ministry of Finance allocated a budget to
each one separately, creating a situation
whereby there are three separate budget
accounts for a single directorate. Another
example is that within the governorates,
no single person is responsible — and thus
can be held accountable — for the financial
affairs of the governorate, as the financial
advisor in the governor's office and head
of Administrative and Financial Affairs
Directorate have overlapping roles.

As a result, this has created confusion
over the roles of governorate and federal
reporting structures. As the DGs can receive
multiple, potentially conflicting orders from
different sources, they are also scrutinized
for corruption or for failing to perform their
duties by the inspector general as well as
the Integrity Commission. As Doherty put
it in a report to a USAID-funded project
“[plolicy
confusion, lack of rules defining authority

focused on decentralization,
and procedures, and fear of sanction or
prosecution for positive action stymie
provincial governments."3® When one actor
does not get their way, they can leverage
the commission or the inspector general
to act — or, in the case of the PC, pressure
the governor to remove the individual in
question. This is largely why the Directorate
of Health in Diwaniyah has seen 10 DGs
since 2003.%

To add to the complexity, the federal
Health and Education ministries’ ongoing
decentralization process was stopped
mid-way by the previous administration’s
ministers. This has created significant
confusion in the governorates, as there is
now a legal gray area and uncertainty: are

the staff and authorities that have been
decentralized to the governorates still
under the control of the governorate, or
are they reverting to the federal ministry? If
staff receive orders from both the ministry
and the governor's office, which should they
follow? This has significantly hampered
these services in the governorates, and
has resulted in unnecessary conflict, such
as when the previous minister of health
opened a cancer ward in Maysan in 2018
without even informing the governor's
office, despite the ward being technically
under the purview of the governorate.
Confusing matters further, in June 2019 the
Council of Ministers won an administrative
court case in Diwaniyah to reinstate their
candidate as the DG of education after
the governor had replaced them with his
own candidate3® This further develops
the legal precedent of federal overstep
into the governorates in choosing DG
level positions. Similar occurrences have
happened in Maysan, as an appeal filed
by the PC concerning who has the right to
appoint senior positions (DGs and above)
was rejected by the Federal Supreme
Court in 2018, establishing a precedent
that only the Council of Ministers has the
ability to appoint those positions.3® While
PCs certainly engage in corruption and
self-interest in the placing of personnel in
patronage positions, this legal precedent
works against the goal of decentralization.

Within the governorates themselves, the
governors and their DGs/directors lack
the flexibility to shift funds. While they can
request to shift some operational funding
concerning staffing (and this is a very

11



limited percentage), much of the funding
delivered to the governorates is pre-
approved by the federal ministries, which
ear-mark it for specific initiatives as set by
Baghdad. This lack of horizontal transfer
authority further inhibits the governorates
from taking on their responsibilities and
tailoring their resources toward the wants
and needs of their citizens.*°

As part of the 2019 federal budget, the
federal government announced that it
projects
that are up to 90 percent complete

would maintain control over

before decentralizing them, even those
connected to the decentralized ministries.
There are hundreds of such projects in
the country, and while transferring them
immediately would place an unacceptable
economic burden on the governorates, at

the current rate of progress, these projects
are not being completed and will remain
in the hands of the federal government
indefinitely. This leads to an ongoing lack
of transfers of staff and authorities to the
governorates.

Issues permeate the functional relationship
the and the
ministries. While the directorates can
develop and create their own budget,
with assistance and coordination from

between directorates

the Provincial Planning and Development
Council, budgets sent to the Ministry of
Planning and Ministry of Finance have been
ignored or drastically changed — often to
the point where the directorate effectively
lacks the financial means to decide which
programs and projects to engage with and

Iragis waiting to have their paperwork signed at a directorate in Diwaniyah. Much of the paperwork still requires official
signatures on physical documents, as different ministries do not accept electronic copies. This results in slow approval
on many day-to-day services as paperwork often must be sent to Baghdad and then returned. (Photo by the author)




how.4* This is a further illustration of how
the real authority still lies with the federal
government.

Lastly, some old processes have remained
that should be adapted or entirely removed.
One such process is that different ministries
refuse to accept or acknowledge digital
forms, necessitating a physical document
that requires a signature by the signing
authority. As such, thousands of individuals
must drive every day to a regional office,
hand in a form (to buy or sell land, for
example) to be signed and transferred
higher up the chain, collecting signatures
at each stop, and then possibly going to
the relevant ministry in Baghdad before
finally being returned. This hangover of
the centralized Ba'athist era must go if a
decentralized model of federalism in Iraq
is to move forward, and timely services are
to be provided anywhere.#

NgeLe | 44, ) @)

An Iraqgi print house worker discusses the design of a campaign leaflet with a candidate’s staff while they work the

Part of the reason the decentralization
process has been so slow and difficult is
related to politics and power. The federal
government fears that corrupt individuals
will embezzle their cash and tribal matters
will dictate what money is left and how it
is spent. And this has been borne out: as
administrative authorities came to the
governorates, PC members took advantage
of operational budget costing and strong-
armed local DGs to hire their preferred
candidates through wasta — the Arabic
term for having/utilizing “connections;’
generally to further political or individual
interests — or risk losing their jobs, having
family members denied access to jobs
and services, or facing intimidation and
threats.#* However, from the governorate

W‘, &N

graphics on an office computer on Feb. 3, 2010 in Baghdad, Iraq. (Scott Peterson/Getty Images)
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perspective, this problem of corruption and
patronage networks is already rampant
in the federal government. Furthermore,
as discussed in the previous section, the
governorates feel that they are set up
for failure by the federal ministries with
improper delegation of authorities and
finances.

Additionally, provincial and national
politics have deep overlap in which the
provinces face political interference
aimed at exercising control over their
resources or land. For example, in Ninewa,
parties such as the Kurdish Democratic
Party, Patriotic Union of Kurdistan, al-
Hal, and others reached out to, coerced,
and bribed members of the PC to elect
someone favorable to their interests as
governor.# Such examples make further
fiscal empowerment look less and less

appealing.

These issues
conspiracy
infighting, like when the ex-governor of
Mosul, Atheel al-Nujaifi, told Dijlah TV

on June 9, 2019 that Iraqi security forces

are compounded by

theories, corruption, and

handed Mosul over to ISIS so that they
could take the city back and further
“‘Iranian infiltration” in Iraq. In other cases,
the governor of Diyala reportedly stole
millions allocated to refugees in 20154 and
the previous governor of Ninewa, Nawful
Akoub, allegedly stole $60 million from the
public purse after he left office as a result of
the Mosul ferry disaster.4® Behavior like this
among local governorates does not inspire
trust on the part of the federal government.
As there have not been governorate
elections since 2013, local politics has
become increasingly individualized with

ad hoc attempts to unseat governors and
empower an executive more aligned with
PC majority interests.

This is also an issue in the governorates: in
rural, agricultural Diwaniyah, the directorate
that focuses on land claims for farming
recommended that some authorities
remain in Baghdad, as it insulates their
actions from PC and tribal interference
should there be a tribal clash. However,
the directorate also noted that they are
far better suited to provide services: they
are local, have a much deeper knowledge
of associated tribal dynamics, and can
provide a more proficient response than
their counterparts in Baghdad.

Law 21 also allows the governorates
to decide where Iraqi military units are
stationed locally. As questions circle around
the future role of the PMF, issues continue to
emerge regarding oil smuggling by certain
PMF units? and the purchasing of land and
businesses in the governorates#® Other
cases circle around the ability to appoint
police chiefs, as highlighted when former
Prime Minister Abadi moved to replace the
Basra police chief in 2018, resulting in an
uproar between the governorate and the
federal government# Additionally, Law
21 allows for the governorate to decide
who sits on its judiciary, creating fears
about further corruption. However, as this
is already a problem, the concern is that
decentralization would only make things
worse.

Lastly, most PCs are deeply unpopular,
and there has been discussion of simply
removing them due to their corruption
and politicking.®® While it will be a very
difficult task, there must be further efforts
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to address corruption among the PCs and
install firewalls to split the executive and
legislative branches of the governorates.
A necessary first step would be to hold
elections, since the last such polls were
held in 2013 and have been postponed
beyond their previously scheduled date
of 2017. While the federal government
adopted the Sainte-Lagué method
an electoral method to allocate seats
in a party-list proportional system — in
response to the 2010 ruling, national party
disputes around the law to make it benefit

them strategically in the governorates lead
to continuing controversy.5* As of July 24th,
2019, the Iraqgi parliament amended the
provincial election law again, reducing the
total numbers of seats and adapting the law
with a measure that benefits larger parties
(and thus status-quo parties).5? This relates
back to the overlap between federal and
governorate politics. The current estimated
date for elections is April 2020.

WHERE IS IRAQI
FEDERALISM
GOING?

Despite these problems, both sides know
that the status quo cannot continue, but
are currently working against entrenched
personal and political For
example, one governorate-level director

interests.

in charge of decentralized water services
was called by hospitals warning that unless
their water services are delivered on time,
they would have to turn to local militias.
Meanwhile, many of these same directors
are unable to provide a plan on things such

as water sterilization and purification due
to the lack of an investment budget, which
is still withheld by the federal ministry. This
situation can lead to major political fights,
such as when the governor of Basra, Asaad
al-Eidani, and former Prime Minister Abadi
got into a verbal altercation in Parliament
over the Basra water crisis during the
summer of 2018. Eidani made a fair point
where he said the federal government did
not send adequate, timely funding, and that
parts of the water infrastructure project
were held up atthe border (whichis manned
by federal police) due to demands for
bribes. At the same time, party corruption,
tribal threats, and extortion hindered the
project to the point of failures3 As the
World Bank reported in 2016, “The Iraqi
public administration system, as it pertains
to the municipal, water and sanitation
sector, does not allow for any autonomy in
decision-making at the subnational level.">

It is from here that the recent talk of an
independent Basra region has sprung up in
the last few months.5 This idea has come
up several times in the past but to no effect
— from Abdul Aziz-Hakim's 2005 speech®®
to Wael Abdel-Latif al-Fadel in 2008,
2011/12,5859 2014,°° and then 2018/2019 by
Eidani. This is not, by any standards, a new
occurrence; what is interesting about it is
that it appears to be driven by the demands
of the PC members, rather than by the
public, as the conditions that sparked the
protests in the summer of 2018 — poor
services — have not improved.®

Overall, Iraq is slowly proceeding with
decentralization. At times the progress of
decentralization has been dependent on
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the personality of the minister in question:
recently, the new minister of construction,
housing, municipalities, and public works,
Bangin Rekani, decentralized numerous
authorities® after becoming frustrated with
the sheer number of files that were sent up
for his personal signature, many of which
had been inherited from his predecessor,
and this ultimately led to many of the files
being resolved. However, in other ministries,
this change has yet to occur.

Furthermore, on the issue of subsidiarity,
there are discussions around the further
empowerment at the Qada and Nahiyah
(district and sub-district) levels — this is
featured both in the governorates not
incorporated into a region and in the
KRG — as well as further empowerment
of Qaim al-Qam (district administrators).
The idea is that the Qada and Nahiyah,
which provide most of the day-to-day
services and datasets that feed into
service provision at the governorate level,
would be better positioned to carry out
their tasks. Additionally, this would also
help to benefit returnees as neighborhood
Mukhtars (heads) can work more closely
and quickly with relevant officials to safely
return citizens to their homes. This falls in
line with the goal of functional federalism
in Iraq. Still, the structures and capacity of
these sub-levels are very limited and they
would need to have the opportunity and
support to grow and strengthen in time.

On the legal front, the Iraqi parliament
adopted a new Financial Management
Law, replacing the Coalition Provisional
Authority Order from 2004. This new law is
designed to better adapt the Iraqi financial

management structure to a federal model.
This is a step in the right direction, and
governorates are delivering training to
adapt their budgetary processes, update
skills, and better prepare revenues.®3 All
the same, many of the ministries have
been more keen to decentralize specific
administrative components of their
organizations, while retaining personnel
and authorities related to finances,
inhibiting the governorate directorates’
ability to develop and execute on services.

Nonetheless, the governorates are seeing
real gains in their ability to take on further
responsibilitiesand developtheappropriate
budgeting standards to execute on those
authorities. This is a real win for Iraqis. The
progress should be lauded and the process
continued. A common concern is that the
governorates cannot execute a budget as
large and complex as one that would come
from total decentralization. While this is
correct for the most part, programmatic
training of governorate staff via learning
by doing has led to a positive change in
budgeting standards and consolidation in
Diwaniyah and Maysan. This is a big jump
for the governorates: developing the skills
and processes necessary for them to
develop a realistic and executable budget
that is accepted by the Ministry of Planning
and the Ministry of Finance will represent
a positive change in the ability to deliver
services.

Overall, two necessary conditions must
be met to be able to fully drive the
decentralization process: 1) the support,
growth, and diversification of revenues
in both the federal government and
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governorates to better support investment
budgets, and 2) the political acceptance of
a decentralized state. Both of these factors
are significant and very difficult to meet,
and as always are far more complicated
than just saying them and willing them
into reality. As an example, Iraqi Finance
Minister Fuad Hussein met with the
governor of Wasit, Mohammed Almayahi,
to discuss the governorate's budget and
the federal provisional allocations to cover
lecturers and contract employees.®* He
also met with Fares Siddig, an MP from
Ninewa, to discuss the financial allocations
necessary for Ninewa.®s This suggests the
continuation of the top-down, centralized
approach through which the Ministry of
Finance operates,andthe continuedad-hoc
budgetary process that the governorates
face. On the other hand, it is the first time
in six years that the Ministry of Finance has
reached out to the governorates to discuss
the operational budgets, showing at least
a potential restart of intergovernmental
dialogue. There is also a task force on
reforming the financial sector and Ministry
of Finance, focused on developing
decentralized program budgeting, and
away from itemized budgeting. These
signs are hopeful but have yet to result in
concrete action;®® nevertheless, the will is
there.

Iraq is in the middle of a process of
decentralized federalism, a process that
takes years or even decades to settle.
Federalism as a concept is a process
that never ends, as the state evolves and
adapts to new political and economic
realities. Looking at the history of Iraq, the

state has undergone a radical shift from full
centralization to partial decentralization,
a process that began 14 years ago and is
still ongoing. While some argue that the
process is slow, it takes a significant amount
of time to change a single institution, let
alone afullgovernance model. Thisis not to
excuse the abuses of certain politicalactors
in Iraq, but rather to explain how and why
things are what they are. While the current
state of play cannot continue, there has
been tangible success in different areas,
as discussed previously. Additionally, new
technologies like the smart debit Qi Card
have helped to make payment systems
easier and more accessible for government
staff. What needs to happen now is for the
Iraqi government to embrace and support
positive change and, more importantly, for
citizens to see and feel those successes.?
Until that happens, Iraqis will continue
to feel frustrated with their government.
Gains in decentralization, though, should
not be ignored, but encouraged. Focusing
on problem areas is necessary, but
implementing solutions and celebrating
successes is the path forward if the
problems discussed are to be resolved.

At the end of the day, services in Iraq
must improve, and federalism
pathway to get there — and one that can
be a very strong tool to improve Iraqi
governance. While significant hurdles
exist, as Ali Mawlawi of the Bayan Institute
puts it, “policymakers should not lose
sight of the end goal. If Iraq is to emerge
from decades of conflict and create the
conditions for a sustainable peace, it needs
to first rebuild trust between citizens

is one
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and state by demonstrating efficient and
effective governance. The extent to which
federalism is functioning in Iraq should be
measured against this standard."®® There is
a meaningful way to achieve a functional
decentralized model of federalism in
Iraq to improve the lives of everyday
Iraqis, and there are many within the Iraqi
public service who are able and willing to
accomplish this task. However, they must
be empowered with the right authorities,
training, and processes to do so. Otherwise,
they are set up for failure, and the citizen
suffers the consequences. With climate
conditions only getting worse, timely
action is desperately needed to resolve the
management of critical resources such as
water, which has governance implications
across nearly every aspect of government
and life.®®

Politicians in Iraq would be wise to realize
that the status quo cannot continue;
change is not only needed, but it is the only
option left if the state is to thrive.
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