
 
 
 
 

 
Economic Development and the Rule of Law in Iraq under the Coalition 

Provisional Authority: 
A Case Study 

 
 

MPP Professional Paper 
 

In Partial Fulfillment of the Master of Public Policy Degree Requirements 
The Hubert H. Humphrey Institute of Public Affairs 

The University of Minnesota 
 
 
 
 
 
 
 
 
 

Jordan Deckenbach 
December 11, 2009 

 
 
 
            
 

 
_________________________________                                                   ____________________ 
Name and Title of Paper Supervisor                Date of oral presentation 
Signature of Paper Supervisor, certifying successful completion of oral presentation 
 
 
 
 
 

 
__________________________________    ___________________ 
Name and Title of Paper Supervisor     Date 
Signature of Paper Supervisor, certifying successful completion of professional paper 
 
 
__________________________________    ___________________ 
Name and Title of Second Committee Member `   Date 
Signature of Second Committee Member, certifying successful completion of professional pape 

1 
 



Introduction 

Since the 2003 invasion and subsequent occupation of Iraq, the United States 

government has set out to rebuild Iraq’s infrastructure and reinvigorate the Iraqi economy 

which suffered after decades of devastating wars and economic sanctions under the reign 

of Saddam Hussein. One of the most important priorities of the United States’ policy in 

efforts towards achieving economic development in Iraq after the 2003 invasion was the 

transition from a state-controlled system to a market economy. This transition could not 

be successfully achieved, according to the U.S., without significant legal and regulatory 

reforms which establish a representative, responsible and transparent government in Iraq. 

In the field of legal theory, these fundamental principles of governance, also known as 

the rule of law, have become a dominant concept which jurists and scholars argue are 

essential for successful economic development. The U.S. government claimed to agree 

with this analysis, requesting hundreds of millions of dollars for rule of law initiatives in 

Iraq that aimed to overhaul inadequate judicial systems and legal infrastructure in order 

to provide the improved regulatory and enforcement mechanism necessary for creating a 

free-market economy in Iraq.1 In theory these measures would produce a context in 

which sustainable economic growth and development could occur. The execution of this 

plan was the initial responsibility of the Coalition Provisional Authority (CPA), which 

was charged with implementing an economic policy in Iraq that would be a cooperative 

effort between an Iraqi interim government and the U.S. government. 

This paper evaluates the success and failures of the CPA in adhering to and 

developing the rule of law in Iraq as a means of achieving economic reforms during the 

                                                 
1 Remarks by the President George W. Bush at the 20th Anniversary of the National Endowment for 
Democracy, United States Chamber of Commerce, Washington, D.C.,  November 6th, 2003, 
http://georgewbush-whitehouse.archives.gov/news/releases/2003/11/20031106-2.html 
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first vital year and a half of the U.S. occupation of Iraq. This evaluation will be based on 

both the substantive and formalistic critiques of the CPA’s rule of law policies, coupled 

with a consideration of how those policies effected the realization of the policy goals of 

economic growth and development. It should be noted that besides economic growth and 

development, aims of the rule of law are also the creation and protection of civil, political 

and human rights for all individuals. This paper mainly aims to address the economic 

outcomes of the rule of law initiatives in Iraq; however the political, cultural and social 

impacts of the rule of law are intimately connected to the broader economic goals and 

hence will receive some peripheral analysis.  In order to conduct a proper study on the 

role of the rule of law in the U.S. efforts to revitalize Iraq’s economic development, a 

definition of what actually constitutes the rule of law needs to be explored.   

Definition of the Rule of Law 

Since the time of Plato and Aristotle, many political philosophers have advocated for 

a system of rule not dependent on the arbitrary whims of kings or dictators, but instead 

set upon articulated laws derived from standardized procedures that are applied equally to 

all. Today, the rule of law is the term used to describe such a system where no one is 

above the law. Though there are a variety of competing ways to express the principles 

behind the idea of the rule of law, this paper will begin by relying on the definition of the 

rule of law as put forth by the ABA World Justice Program (WJP). The World Justice 

Program is representative of a coalition of international jurist and multidisciplinary 

professionals who have worked together to define and advance the rule of law throughout 

the world. The four universal principles of the rule of law as defined by the WJP are: 
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1. The government and its officials and agents are accountable under the 

law. 

2. The laws are clear, publicized, stable and fair, and protect fundamental 

rights, including the security of persons and property. 

3. The process by which the laws are enacted, administered and enforced 

is accessible, fair and efficient. 

4. The laws are upheld, and access to justice is provided, by competent, 

independent and ethical law enforcement officials, attorneys or 

representatives, and judges, who are of sufficient number, have adequate 

resources, and reflect the makeup of the communities they serve.2 

 

This general definition of the rule of law serves as a helpful basis from which 

to work, however it becomes increasingly incomplete when a deeper analysis of 

the rule of law and its relation to economic development is conducted. What is the 

role of the rule of law in relation to the building of democratic societies? What is 

the priority of individual rights versus collective rights under the rule of law? Are 

specific economic systems inherent bi-products of the rule of law? Does the rule 

of law always result in equitable outcomes for all participants in society? How 

does the rule of law inform human, civil and political rights of citizens? And 

finally, how is the rule of law to be measured in different cultural and social 

contexts? All of these questions are central to the debate surrounding the role of 

the rule of law and its supposed impact on economic growth and development.  

                                                 
2 The World Justice Program, “Mainstreaming” the Rule of Law (2007), 
http://www.abanet.org/wjp/mainstreaming.html 
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The advocacy for the rule of law by international financial institutions (IFI) 

and the U.S. government as a means of encouraging economic growth and 

development around the world and in Iraq has drawn criticism from some who see 

the rule of law as a front for the advancement of Western liberal values and legal 

systems, as opposed to the advancement of universal principles of fair governance 

rooted in some sort of natural law.3 Furthermore, critics alleged that these 

institutions’ attempts to transplant formalistic rule of law mechanisms onto 

developing nations can actually be counterproductive for economic, institutional, 

and political development, as informal methods could be more effective and 

efficient for the local populations. These criticisms and questions highlight some 

of the different approaches to defining and evaluating the rule of law in relation to 

economic development. Legal scholars have used a variety of approaches when 

determining the presence or success of the rule of law in a country, including 

examination of the formal characteristics, substantive outcomes, or functional 

considerations of a countries legal system.  

The formalist approach emphasizes the presence or absence of specific 

benchmarks in a country’s legal system such as a formally independent and 

impartial judiciary; laws that are public; the absence of laws that apply only to 

particular individuals or classes; the absence of retroactive laws; and provisions 

for judicial review of government action. 4 This approach provides the most 

objective standards of evaluation as once the criteria for the proper legal 

                                                 
3 Barry M. Hager, The Rule of Law: Defining It and Defending It in the Asian Context (1999), 
http://www.mansfieldfdn.org/programs/program_pdfs/03chap1.pdf 
4 Matthew Stephenson, The Rule of Law as a Goal of Development (2000) 
http://go.worldbank.org/DZETJ85MD0 
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infrastructure and laws is established, the only task left is to examine whether 

countries have applied them. The assumption of the formalist approach is that the 

adoption of these laws and rules will result in substantive or functional 

outcomes.5 Of course adoption of specific rules and procedures does not always 

guarantee a specific result due to the different ways these legal systems and laws 

are utilized in a variety of contexts. 

                                                

The approach of evaluating the rule of law based on substantive outcome is 

one that weighs the success of the rule of law by how much a government 

approximates a “fair” or “just” system with positive benefits for society.6 This is a 

results oriented approach that is largely based on subjective ideas of what a 

“good” government or society looks like. However, the idea that good law always 

results in good outcomes appears to be a logical leap. It could be that a society 

with a deficient legal system is still one in which economic growth and prosperity 

occurs. It could also be the case that a society has a solid legal infrastructure yet 

economic growth and development are stagnant.7 The appeal of the substantive 

outcomes analytical approach is that it focuses on obtaining the ultimate desired 

results of rule of law initiatives without overvaluing the procedural means of 

getting there. 

Functional analysis of the rule of law considers how well a legal system 

functions in regard to lack of arbitrariness in government rule and predictability in 

the decision making process.8 This evaluation looks at the way in which the laws 

 
5 Lon Fuller, The Morality of Law  152-155 (1969) 
6 Ronald Dworkin, A Matter of Principle (1985) 
7 Stephenson, supra. 
8 Friedrich Hayek, The Constitution of Liberty 83-85 (1960) 
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are carried out, as opposed to looking at what the laws actually say or the result 

that comes from their execution. Though beneficial in that it clearly distinguishes 

the difference between a rule of law versus a rule by law, it fails to consider that it 

may be beneficial for governments to have flexibility in some decisions and 

actions in order to achieve the desired economic outcome. 

The question of whether the definition of the rule of law should be based on how 

justice is administered or the substantive results it produces is central to the evaluation of 

the role the rule of law in economic development. All of the evaluative approaches 

provide benefits, as well as shortcomings, in terms of answering this question. If most of 

the focus is placed on substantive results, there is a potential that cultural biases or values 

will improperly inform the evaluators sense of success in a developing country. However, 

by focusing only on the formulation of legal systems and not their results, the goal of 

improving human life through economic development can be lost. Hence, a balancing is 

required that addresses the formalist nature of the legal system in a developing country, 

while also realizing that the question turns on larger issues of political morality and the 

vision of a just society.9 For the purposes of this paper, a definition of the rule of law will 

be used that is based on formalistic principles as identified by the WJP, coupled with an 

analysis of whether the substantive goals of these principles are realized through 

meaningful implementation.  

With a loose framework for analyzing the rule of law, this paper evaluates the U.S. 

progress towards economic growth and development in Iraq and the role of the rule of 

                                                 
9 Randall Peernenboom, The Rule of Law: Part I (2000), 
http://www.oycf.org/perspectives/5_043000/china_and_the_rule_of_law.htm 
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law in those plans. The following is a brief history of the evolution of U.S. plans for 

economic development in Iraq. 

Pre-War Iraq Economy 

Under Saddam Hussein’s socialist regime, Iraq experienced a mixed economy. Many 

Iraqis worked in the informal private sector with only one fifth of the labor force working 

for regular pay from a registered private company.10 About a quarter of the Iraqi labor 

force was employed by the government and worked in ministries, the military or a state 

owned enterprise. The government’s main source of income for state ventures and 

enterprises came through Iraqi state oil revenues. This revenue however was limited by 

the international sanctions put in place in 1990’s, essentially crippling the Iraqi economy 

which was already suffering from large amounts of foreign debt accumulated during the 

Iraq-Iran War. Although there is very little data available regarding Iraq’s gross domestic 

product (GDP) prior to the invasion, rampant inflation, high bureaucratic barriers to 

market entry and a war-torn infrastructure kept employment and income levels 

devastatingly low for the Iraqi population. Corruption was also common in Saddam 

Hussein’s regime, with allocation of government funds and contracts going to business 

parties within Saddam Hussein’s inner circle with no accountability over how those funds 

were eventually utilized.  

The Iraqi people had little recourse in addressing the burdens inflicted upon the Iraqi 

economy under Saddam Hussein’s regime. Iraqi laws demanding accountability and 

transparency, in government business existed, however Saddam Hussein’s followers were 

not held accountable to those standards as the judiciary was firmly under the regime’s 

control after Saddam Hussein dissolved Iraq’s independent judicial council and replaced 
                                                 
10 Federal Reserve Bank of Boston, Economic Policy and Prospects in Iraq, No. 04-01 (2003) 
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it with a fragmented court system absorbed into a number of executive ministries which 

answered directly to the president.11 Though some Iraqi laws against corruption in market 

dealings met the formalist demands of the rule of law, their implementation was anything 

but fair, accessible or efficient. The lack of the rule of law in Iraq under Saddam Hussein 

resulted in a climate in which stagnated economic growth could not be revitalized due to 

corrupted government bureaucracies with no political avenues for reform.   

Pre-Invasion Planning  

In October of 2001, one month after September 11th attacks, the United States 

Department of State began planning for the eventual removal of Saddam Hussein’s 

regime in Iraq. As early as April 2002, the State Department began “The Future of Iraq 

Project” by organizing 15 different working groups comprised of Iraqi expatriates and 

international experts for the purpose of engaging in detailed public planning for post-

invasion projects.12 The focus of these groups included topics of transitional justice, 

public health, humanitarian needs, public finance, as well as political principals and 

procedures.  

The Economy and Infrastructure working group (called the Public Finance working 

group at its initial meeting in April 2002) met on a number of occasions prior to the 2003 

invasion and produced a report of recommendations on economic policies and 

development projects that would be necessary for revitalizing the Iraqi economy after the 

removal of Saddam Hussein. The group declared at the beginning of their report that the 

achievement of sustainable social and economic growth would have a better chance for 

                                                 
11 Dr. Tariq Ali Saleh, Transitional Justice in Iraq, Social Science Research Council (2002) 
12 The Future of Iraq Project was announced to U.S. State Department embassy posts in a State Department 
Cable on July 8th, 2002. 
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success through the avoidance of “debilitating disruptions of violent conflict”.13 The 

group further emphasized that violence could be avoided through the creation of self-

improvement ventures spurred almost exclusively by the private sector. According to the 

working group, business and professional leaders would be “doubly motivated to exert 

efforts” in lending “a helpful hand in pulling people out of the vicious cycles of poverty” 

through being “amply rewarded with handsome profits”.14 This approach marked a 

distinct departure from Iraq’s economic development strategies under Saddam Hussein, 

which were driven solely by public works projects and the creation of social 

infrastructure funded by state Iraqi oil revenues.  

The first proposal put forth by the working group was for an economic empowerment 

system (EES). This system would be responsible for increasing the supply of capital and 

enterprise in Iraq through the sponsorship of “private parties operating for mutual profit 

under transparent rules that are fair and beneficial to all concerned.”15 In the opinion of 

the working group, the private sector, given the right incentives, was the most qualified 

group to reinvigorate the Iraqi economy and accountability mechanisms consistent with 

the rule of law would be required. However, the working group recognized that there 

would be multiple challenges in rebuilding Iraq’s economy.  

The sanctions put in place in 1990 by the international community and bureaucratic 

red tape severely crippled Iraqi domestic markets, leaving only a network of small family 

businesses which serviced their local communities in a limited capacity. In order for the 

domestic market to be reenergized, the working group determined that new avenues of 

                                                 
13 United States Department of State, The Future of Iraq Project: Economy and Infrastructure Working 
Group, 200304121. 
http://www.gwu.edu/~nsarchiv/NSAEBB/NSAEBB198/FOI%20Economy%20and%20Infrastructure.pdf  
14 Page 5, Id.  
15 2 at Id. 
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capital infusion needed to be opened in conjunction with a low tax burden on domestic 

firms.  

Another challenge identified by the working group was the weak banking sector in 

Iraq. A recapitalization of the Iraqi financial institutions was considered necessary to 

meeting reserve requirements for lending of money to businesses and other economic 

development projects. While Iraq could work to meet the capital accumulation need from 

growing oil revenues, foreign banks were called on to fill in during the interim. Another 

challenge to achieving the stabilization of the Iraqi economy was the need to address the 

$50 billion worth of foreign debt accumulated during the Iraq-Iran War, and billions 

more used for development projects that followed that war. Before the 1990 sanctions, 

Iraq was using 55% of its oil revenues to pay off this debt and soon went into default 

after sanctions were levied.16 The outstanding debt represented a major challenge to the 

next Iraqi government which would be looking for more loans to help rebuild Iraq. 

The working group outlined a number of specific goals that needed to be achieved in 

developing Iraq’s infrastructure and economy, including: the creation of new currency; 

new tax structure; reconstruction of the electric, telecommunication, transportation, water 

and sanitation infrastructure; as well as an overhaul of the Iraqi government’s 

involvement in job creation and economic policies. According to the group, fundamental 

to the success of all these infrastructure and development programs was the utilization of 

“public oil revenues for promoting economic and social development as well as 

advancing democratic practices in a free market economy.”17 Though the group 

recognized competition between internationally owned oil companies as important to 

                                                 
16 Federal Reserve Bank of Boston, Economic Policy and Prospects in Iraq, No. 04-01 (2003) 
17 United States Department of State, Government Economic Policies and Entrepreneurial Visions for New 
Iraq (2003) 
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stimulating redevelopment of Iraq oil resources, the group also warns against the “naïve 

notion” that foreign companies will dictate the terms of redevelopment and that 

sensitivity is warranted when it comes to respecting the opinions of Iraqis, as well as “the 

current laws and regulations regarding oil industry”.18 In order for this to occur, the 

group again emphasizes the need for development of constitutional and institutional 

apparatuses for economic and public investment policies which were largely absent under 

Pre

y 

d 

 

le Iraqi government that is representative of, and 

acc

n 

isms 

      

Saddam. 

-Invasion Rule of Law Planning 

Though the U.S. State Departments Future of Iraq working group acknowledged that 

the economic needs and political realities on the grounds were impossible to completel

comprehend prior to the invasion, they repeatedly offered basic recommendations for 

economic development. These basic recommendations included: the adoption of export 

oriented industries; the creation a favorable investment climate for foreign investors; an

focusing on the development of Iraq’s number one resource, oil. The working group’s

main conclusion was that the policy measures they proposed could only be achieved 

through the creation of a responsib

ountable to, the Iraqi people.  

The Transparency and Anti-Corruption Measures working group was responsible i

part for the development of rule of law through anti-corruption compliance programs 

which would help ensure that the requisite transparency and accountability mechan

were in place in order for economic development to occur in a context of trust and 

                                           
18 Id 
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partnership with the Iraqi people.19 This working group advocated the utilization of pre-

existing Iraqi laws that prescribe the code of conduct for Iraqi public officials, as well as 

the enforcement mechanisms and legal standards as proscribed by the Iraqi Penal C

Though rarely enforced under Saddam Hussein’s regime, the penal code provided 

protections from multiple forms of abuse by public officials, including the use of nationa

funds for self-enrichment through self-dealing and corruption, as well as restrictions on 

using government institutio

ode. 

l 

ns and resources for the exclusive benefit of specific political 

par

oup recommended an independent enforcement body be put in 

plac

e 

nder. 

 and 

 

ties and ethnic groups. 

The group recognized that in order for there to be real enforcement of these anti-

corruption laws, there would need to be a total separation of the legal system and the 

executive branch.  Since the establishment of an independent judiciary would be a time 

consuming process, the gr

e during the interim. 

The Democratic Principles and Procedures working group laid out a plan for th

transition to democracy in Iraq. The working group faced a fundamental question 

regarding which legal system Iraq’s reconstruction and transition would take place u

In an October 4th, 2002 meeting, the working group recommend abolishing the old 

constitution in favor of establishing a new one. It was recommended that the interim 

government be ruled by opposition parties, largely represented in the working groups

comprised of Iraqi expatriates.20 Fundamental to any legal guidelines for the interim

government, according to the working group, would be protections of fundamental 

                                                 
19 U.S. State Department, “The Future of Iraq Project: Transparency and Anti-Corruption Measures 
Working Group”. Available at 
http://www.gwu.edu/~nsarchiv/NSAEBB/NSAEBB198/FOI%20Transparency.pdf 
20 United States Department of State, Democratic Principles Working Group Report (2003) 
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hum

aq 

xt 

ing section of this paper will 

met and what effect they had on 

the 

e 

al 

 

 

an rights, the right to property as well as the creation of an independent judiciary to 

enforce laws.  

All recommendations put forth by the State Department working groups called for the 

establishment of a law and order system based on democratic principles as a necessary 

step for creating a context in which the economic reconstruction and development of Ir

could take place. All working groups also determined that it was necessary for the ne

Iraqi government to support and encourage a free market approach to the economy in 

order for the transition to be truly effective. The follow

examine to what extent these rule of law objectives were 

economic development of Iraq after the invasion.  

Execution of Future of Iraq Plan Following Invasion 

In January of 2003, the Office for Reconstruction and Humanitarian Assistanc

(ORHA) was created by the United States Government under the directorship of Gener

Jay Garner.  The ORHA, soon to be dissolved and reconstituted as the Coalition 

Provisional Authority (CPA), was to serve as a caretaker administration in Iraq until a 

democratically elected civilian government could take over. To finance the CPA’s 

activities in Iraq, the U.S. Federal Reserve Bank of New York created the Central Bank 

of Iraq-Development Fund for Iraq (DFI). The money placed in the fund was comprised

of seized funds from Iraq’s national bank accounts, as well as money left over from the 

U.N.’s Oil for Food Program. The CPA was to administer the funds in the DFI for the 

purpose of supporting Iraq’s “wheat purchase program, the currency exchange program, 

the electricity and oil infrastructures programs, equipment for Iraqis security forces, and

14 
 



for Iraqi civil service salaries and ministry budget operations.”21 The U.N. approved the

appropriation of Iraq’s resour

 

ces in Security Council Resolution 1483 which mandated 

ind

n 

 

ed 

 working plan, and more specifically the plan for the 

priv

ment 

Party 

 the 

                                                

ependent oversight of the CPA’s use of the funds by the International Advisory and 

Monitoring Board (IAMB).  

The CPA was also responsible for implementing the Future of Iraq Plan, up until a

Iraqi government was constituted.  The CPA established itself in Baghdad on April 21st, 

2003, after weeks of rioting and looting took place in the wake of a law enforcement

vacuum created after Baghdad’s fall on April 9th. Once in Iraq, General Garner quickly 

came to the conclusion that national elections were needed to establish a legitimate 

government under which decisions about security, the economy, as well other pressing 

Iraqi needs could be made. Administration policy makers in Washington DC disagre

with Garner greatly on whether the

atization of the Iraqi economy, should be delayed until it could be enacted by a 

representative Iraqi government.  

General Garner also advocated for the utilization of the Iraqi Army as an instru

of supplying security to most of the country and regarded the working groups’ 

suggestions of politically purging Saddam’s Ba’athist Party members out of Iraqi 

governance to be ill-conceived. Administration officials in Washington questioned the 

independence of such forces, and believed that affiliation with Saddam’s Ba’ath 

represented a loyalty to the then fugitive president, and not the redevelopment of Iraq in 

cooperation with the United States. These disagreements over elections and

 

summary.pdf
21 Office of Management and Budget, Appropriations Committee Section 2207 Report, (2004). Available at 
http://www.whitehouse.gov/omb/legislative/20040105-sec2207_exec_   
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lementation of the Future of Iraq economic and political plan led to General Garner 

being quickly replaced by Ambassador Paul Bremer on May 11th, 2003.22  

Four days later, Bremer made the decision to postpone an end of the month nationa

election, deciding the constitution should be assembled before elections are held. Five 

days after that, he made his first edict as head of the CPA, abolishing the Ba’ath Party

and permanently banning former Ba’ath party members from a role in the reconstruction 

of Iraq. The Ba’ath Party itself was outlawed. On May 22nd, upon the passage of UN 

Resolution 1483, which legitimized the U.S. led occupation and lifted sanctions on Iraq, 

Bremer issued his second order, this one announcing the disbandment of the Iraqi army, 

resulting in almost half a million Iraqi men being put out of work. These decisions were 

made at the highest level of U.S. government with consultation from Kurdish and Shiite

Iraqis who had suffered at the hands of the Ba’ath Party and Saddam’s military. Though 

it is not clear whether a democratically elected Iraqi government might enact th

icies, the way in which these policies were realized was not through an accessible or 

transparent legal system, but through direct edicts from the U.S. government.  

Despite the lack of a functioning Iraqi government or the establishment of the rule of

law throughout the country, on May 26th, 2003, Bremer announced a plan to revive Ir

economy through liberalizing its markets and accompanying creation of a Trade Credit 

Authority, which would “indicate to the world that Iraq is now open for business”.23 

Bremer further stated that invigorating the economy was an essential step in U.S strateg

stating, “A free economy and a free people go hand in hand. History tells us that broadly

 
 22 Guardian, “General sack by Bush says he wanted early elections”, Thursday March 18, 2004. Available

at http://www.guardian.co.uk/print/0,3858,4882387-103681,00.html  
23 Taipei Times, “US to organize new credit facility for Iraq’s foreign trade”, May 28, 2003. Available at 

03053082http://www.taipeitimes.com/News/worldbiz/archives/2003/05/28/20   
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held resources protected by private property is the best way to protect freedom."24 The 

role of the credit authority was to extend lines of credit to private companies in Iraq s

they could invest in needed equipment and goods, especially after many factories in Iraq 

had suffered severe damage due to the looting which occurred immediately after the 

invasion. The credit authority would also provide substantial trade credits for exports to 

Iraq, with such benefits to be offered to American and British companies first.

o 

ard to encourage foreign trade with Iraq. On June 

7th h  trade, 

es 

 

rms 

. 

Unfortunately for these Iraqi firms, a majority of reconstruction contracts during the 

                                                

25  In his 

first month in power, Bremer worked h

e took a step further by issuing Order 12 which suspended all restrictions on

including tariffs and custom duties.26  

The economic impacts of these changes were not immediately positive. Oil 

production and exports were stopped during the invasion and did not continue until June 

of 2003. There were also massive shortages in electricity, making production at factori

and the provision of other commercial services practically impossible. According to the 

International Monetary Fund, the GDP in Iraq fell about 22% in 2003.27 Furthermore, 

local Iraqi companies complained that years of sanctions left them in no shape to compete

with international firms in the production of cheap goods, specifically in the textile and 

clothing markets dominated by Chinese firms.28  The greatest opportunity for Iraqi fi

to revitalize their companies was to bid for reconstruction contracts funded by the DFI

 
24 Sydney Morning Herald, “Bremer gets ready to open Iraq for business”, May 28th, 2003. Available at 
http://www.smh.com.au/articles/2003/05/27/1053801397148.html  
25 New York Times, “US Plans Credit System for Sale of Goods to Iraq”, May 26th, 2003. Available at 
http://www.globalpolicy.org/security/issues/iraq/after/2003/0527credit.htm  
26 Coalition Provisional Authority, Order 12. Available at 
http://www.iraqcoalition.org/regulations/CPAORD12.pdf  
27 International Monetary Fund (2003). “Iraq: Macroeconomic Assessment,” October. Available at 
http://www.imf.org/external/np/oth/102103.pdf. 
28 San Francisco Chronicle, “Imports inundate Iraq under new U.S. Policy” July 10th, 2003. Available at 
http://www.sfgate.com/cgi-bin/article.cgi?file=/chronicle/archive/2003/07/10/MN302842.DTL  
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initial phase of the U.S. occupation were granted by the CPA to private foreign firms 

while Iraqi owned companies received less than 10% of development projects.29 Many of 

these contracts were granted to U.S. companies through no-bid contracts which, 

according to some congressional reports, ended up costing 90% more than if an Iraqi firm 

had

 

ith 

s 

qi reconstruction were lost or missing after the first year of the 

occ

irst 

Bremer postponed them, as he believed Islamists, ex-Ba’athists and anti-occupation 

                                                

 been granted the work.30  

As questions of oversight began to arise over how the occupation was spending the 

funds in the DFI, the CPA announced they were hiring an independent, certified public 

accounting firm to assure the funds were “managed in a transparent manner for and on 

behalf of the Iraqi people, consistent with Resolution 1483, and that all disbursements

from the Fund are for purposes benefiting the people of Iraq.”31  However, even w

these efforts at oversight, later audits discovered that $8.8 billion dollars in fund

dedicated to Ira

upation.32  

Security in Iraq at this time was tenuous at best, as violence continued after major 

military operations were concluded by the Coalition forces. Municipal elections were to 

be held in late June and local political parties had organized for what was to be the f

election after the fall of Saddam. One week before the elections were to take place, 

 
29 SIGIR Report to Congress July 20th, 2006. Available at 
http://www.sigir.mil/reports/quarterlyreports/Jul06/Default.aspx 
30 United States House of Representatives Committee on Government Reform,  “The Bush Administration’s 
Record: The Reconstruction of Iraq” October 18th, 2005. Available at 
http://cc.bingj.com/cache.aspx?d=4721998761101678&mkt=en-US&setlang=en-
US&w=9086f4f5,a1fe849c& 
31 Coalition Provisional Authority, “Coalition Provision Authority Regulation 2: Development Fund for 
Iraq”.  Available at http://www.cpa-
iraq.org/regulations/20030615_CPAREG_2_Development_Fund_for_Iraq.pdf  
32 Office of the Special Inspector General for Iraq Reconstruction (SIGIR), “January 30, 2005 Congress the 
Quarterly and Semiannual Report” (2005), Available at 
http://www.sigir.mil/reports/quarterlyreports/Jan05.aspx 
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political parties were more organized and might dominate the process.33 Instead, the CPA 

began appointing local mayors and city officials on the recommendation of the expatriate 

Iraqis who had contributed to the initial Future of Iraq Plan.  

On June 22nd, 2003, at the World Economic Forum, Bremer set forward the US’s 

priorities in Iraq, first and foremost of which was the establishment of security through 

the bolstering of Iraqi security forces. The second priority set out by Bremer was the 

appointing of an interim Iraqi Governing Council (IGC) which could advise the CPA on 

continued steps in the process of rebuilding Iraq. The third and most immediate priority, 

according to Bremer, was “[E]nsuring that political freedom is accompanied by economic 

freedom.”34 He went on to declare that the U.S.’s goal was to “set in motion policies 

which will have the effect of reallocating people and resources from state enterprises to 

the more-productive private firms” and that doing so was a vital step in rebuilding Iraq as 

a country and creating the context for maintained political stability. 

Yet the U.S. faced mounting domestic criticism in Iraq as religious and civic leaders 

began to feel excluded from the process of governing. As an alternative to holding 

municipal and national elections, the U.S. announced they would appoint an IGC to assist 

in drafting a constitution, appointing ministries and crafting policy.35 As a part of this 

process, Bremer would have the ultimate say on policy issues and had the power to veto 

any decision of the IGC. In response to this plan, Grand Ayatollah Ali al-Sistani, the most 

important Shi’ite cleric in Iraq, released a religious ruling stating that constitutional 

construction should only take place by elected delegates to a constitutional assembly, and 

                                                 
33 New York Times, “Iraqis Were Set to Vote, but U.S. Wielded a Veto” June 19, 2003. 
34 Remarks of Ambassador L. Paul Bremer at the World Economic Forum, June 22nd, 2003. Available at 
http://www.globalsecurity.org/wmd/library/news/iraq/2003/06/iraq-030623-usia04.htm  
35 Global Security, Iraqi Governing Council, Available at 
http://www.globalsecurity.org/military/world/iraq/igc.htm  
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not by U.S. appointed members of the Iraqi Governing Council.36 Despite such protests, 

Bremer appointed the IGC on July 13, 2003 and moved forward with the drafting of the 

constitution. 

With the consultation of the Iraqi Governing Council, Bremer continued to advance 

the U.S. policies aimed at liberalizing Iraq’s economy. Order 37 lowered Iraq’s corporate 

tax rate from 40% to 15 %.37 Order 39 allowed foreign companies to own 100% of Iraqi 

assets outside of the natural-resource sector and allowed investors to take 100% of the 

profits they made in Iraq out of the country, with no requirements that they reinvest in 

Iraq and with no additional taxes.38 Order 40 further encouraged foreign investment by 

allowing six foreign banks to purchase controlling interests in Iraq’s national banks and 

allowing other banks to purchase up to 50% of controlling interest in Iraq’s banks.39 

Yet the economic reforms of the U.S., and the drafting of a constitution which heavily 

favored foreign investment and trade, did not immediately produce the desired economic 

results. In 2004, 70% of the country was unemployed, 25% of the Iraqi population was on 

the brink of starvation and the Iraqi market place was being overwhelmed by foreign 

goods with which Iraq’s feeble firms could not compete.40 

Continued violence and instability made Iraq a risky bet for venture capitalists who 

showed diminishing interest in investing in Iraq as the security situation began to further 

                                                 
36 Council on Foreign Relations, Iraq: Grand Ayatollah Ali al-Sistani, September 1st, 2004. Available at 
http://www.cfr.org/publications/7636/  
37 Coalition Provisional Authority, Coalition Provisional Authority Order Number 37 Tax Strategy for 
2003, Available at http://ww.cpa-
iraq.org/regulations/20030919_CPAORD_37_Tax_Strategy_for_2003.pdf  
38 Coalition Provisional Authority, Coalition Provisional Authority Order Number 39 Foreign Investment, 
Available at http://www.cpa-iraq.org/regulations/20031220_CPAORD_39_Foreign_Investment_.pdf  
39 Coalition Provisional Authority, Coalition Provisional Authority Order Number 40 Bank Law, 
September 19, 2003. Available at http://www.casi.org.uk/info/cpa/20030924_CPAORD40.pdf  
40 Inter Press Service, Economy Hurting Iraq More Than Violence, November 9, 2004. Available at 
http://www.globalpolicy.org/security/issues/iraq/attack/consquences/2004/1109economy.htm  
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deteriorate in the spring of 2004. Initial violence stemmed from large protests addressing 

unemployment and the lowered standard of living.41 The CPA’s inability to deliver basic 

services and goods to Iraqis fueled this flame and the IGC was quickly losing credibility 

in the eyes of average Iraqis. Influential Shiite leaders began to decry the IGC as 

“illegitimate because it was appointed by illegitimate occupation."42  Following the 

CPA’s order to shut down the newspapers of the prominent cleric Muqtada al-Sadr in 

March 2004, al-Sadr proclaimed peaceful protests to be of no use and encouraged his 

followers to violently resist the U.S. occupation.  At the same time, Sunni leaders 

including former Ba’athists, as well as tribal leaders and Islamists, also felt 

disenfranchised from the process, as much of the political power in the country was being 

shifted towards Shiites and Kurds. The Sunnis’ increasing sense of powerlessness led to 

additional uprising against the occupation in Sunni areas in April 2004. Even though the 

IGC had attempted to demonstrate independence from the CPA by unanimously agreeing 

not to participate in the privatization of state owned companies and resources, the CPA 

continued forward with the privatization plans, leaving the IGC to look weak and 

ineffective as an authoritative representative of the will of the Iraqi people. 

Despite poor outcomes, the U.S. ensured their economic policies would be continued 

by the next government. Before authority over the government was handed over to the 

IGC, a transitional constitution was agreed upon which ensured that decrees and orders of 

the CPA would not be overturned until after a popular election.43 Though this transitional 

                                                 
41 CNN, “5 killed, 1 wounded in protests in southern Iraq”, January 10th, 2004, Available at 
http://www.cnn.com/2004/WORLD/meast/01/10/sprj.nirq.main/index.html 
42 Al-Ahram (Cairo) Sept. 20, 2003.  
43 Global Security, Law of Administration for the State of Iraq for the Transitional Period, Available at 
http://www.globalsecurity.org/wmd/library/news/iraq/2004/03/iraq-transitional-adminsitration-
law_8mar2004.htm   
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constitution was objected to by a variety of Iraqi stakeholders including Sunni tribal 

leaders and Shi’ite religious leaders,  it was adopted by the council as the Shi’ite and 

Sunni violence continued to escalate in April 2004 and Iraqi political players in the IGC 

believed there was no other legitimate way forward. In accordance with the “Law of 

Administration for the State of Iraq for the Transitional Period” agreement between the 

CPA and ICG, the CPA handed the reins of power over to an interim government on June 

20, 2004. At the time of the handover CPA economic reform goals had largely been 

achieved through unilateral decrees, yet the goals of establishing security and fostering 

economic development through these reforms had not been realized.  

Critiques of Economic Policy Implementation by CPA within the Principles of the 

Rule of Law 

The failure of U.S. economic reforms in creating the intended economic growth and 

transformation of Iraqi political and civil society within the first year of the occupation 

cannot be explained by one or two factors. The U.S. lacked information about the Iraqi 

economy and infrastructure prior to the invasion, and predicting the political realities on 

the ground post-invasion in such a diverse and complicated place was an almost 

impossible task. Yet the role of the rule of law, or the lack thereof, played a part in the 

CPA’s ability to establish security and an environment in which economic reforms 

initiated by an Iraqi constituency could take hold. The following critiques evaluate on a 

substantive and formalistic level how effectively the principles of the rule of law were 

utilized by the CPA, as well as how the appliance of those principles impacted the 

economic development in Iraq. 
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Principle 1: The government and its officials and agents are accountable under the 

law. 

The first principle of the rule of law requires that accountability mechanisms are put 

in place that prevent the abuse of power by officials and government agents through 

holding them accountable to an articulated standard of conduct and fair dealing. This 

challenge was twofold as the U.S. was responsible for fostering this principle within the 

IGC, while at the same time holding the CPA to the same level of accountability to the 

law.  

 As a representative authority of a foreign occupying power, the CPA was responsible 

for acting within the framework of international laws and treaties of which the U.S. was a 

signatory.  The legal basis for the CPA’s authority in Iraq was rooted in United Nations 

Security Council Resolution 1483. The resolution recognized the authority of U.S. and 

Britain as lawful occupiers and further required these powers to “comply fully with their 

obligations under international law including in particular the Geneva Conventions of 

1949 and the Hague Regulation of 1907.”44 Ironically, the efforts of the CPA to develop 

Iraq’s economy through legal reforms ended up presenting a rule of law conundrum 

within itself. Article 43 of the Hague Convention IV on Laws and Customs of War on 

Land states that “[t]he authority of the legitimate power having in fact passed into the 

hands of the occupant, the latter shall take all the measures in his power to restore, and 

ensure as far as possible, public order and safety, while respecting, unless absolutely 

prevented, the laws in force in the country.” [emphasis added]45 Furthermore, Article 55 

dictates that “The occupying State shall be regarded only as administrator and 

                                                 
44 United Nations, UN Resolution 1483 (2003), Available at 
http://daccessdds.un.org/doc/UNDOC/GEN/N03/368/53/PDF/N0336853.pdf?OpenElement  
45 Laws of War: Laws and Customs of War on Land (Hague IV); October 18, 1907 
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usufructuary of public buildings, real estate, forests, and agricultural estates belonging to 

the hostile State, and situated in the occupied country. It must safeguard the capital of 

these properties, and administer them in accordance with the rules of usufruct.”46 Legal 

experts, including Tony Blair’s Attorney General at the time, interpreted these provisions 

to mean that an occupying military power cannot change the laws arbitrarily of a country 

it occupies.47 However, in an attempt to achieve the economic development desired, the 

CPA chose to disregard these international legal limitations and directly changed the laws 

of Iraq towards the liberalization of the Iraqi economy by CPA decree. Regardless of 

whether or not liberalization of the Iraqi economy was necessary for economic 

development in Iraq to occur, achieving such a goal in an illegal manner ended up 

undermining the principle of the rule of the law which the CPA sought to encourage. The 

illegal approach of the CPA also served to alienate the IGC whose opposition to 

immediate economic reforms was ultimately ignored. The United Nations Security 

Council’s resolution may have reaffirmed the CPA’s confinement to operating within the 

bonds of international law, however a legitimate enforcement mechanism was lacking as 

the U.S. held the power to veto any proposed sanctions on the CPA for failure to follow 

the law.  Hence the CPA was not truly accountable under the law, and the resulting 

willingness of the CPA to unilaterally reform Iraqi laws led to skepticism and distrust of 

the CPA amongst Iraqis and some in the international community.   

Lack of accountability over the CPA also resulted in difficulties in regards to the 

implementation of development projects geared towards creating economic activity in 

Iraq.  The way in which the billions of dollars for economic reconstruction projects in 

                                                 
46 Id. 
47 The Guardian, The Occupation of Iraq Illegal, Blair Told, May 22nd, 2003. Available at 
http://www.guardian.co.uk/politics/2003/may/22/uk.iraq2  

24 
 

http://www.guardian.co.uk/politics/2003/may/22/uk.iraq2


Iraq were allocated is one example of how a failure to implement the first principle of the 

rule of law resulted in economic failure. With no accountability mechanisms over how 

Iraqi funds were distributed, the very corruption and illegal activity which plagued 

Saddam’s regime found its way in to the dealings of the CPA. Contracts to rebuild 

infrastructure in Iraq were not being dealt out by government agents or officials in 

compliance with any current or past Iraqi laws. Instead, CPA officials were offering no-

bid contracts to large U.S. firms without any regulatory framework over how those 

contracts were awarded. Due to this lack of regulatory accountability over the officials 

implementing the economic reform policies, billions of dollars of Iraqi money were 

misspent and stolen as development contracts were awarded to U.S. companies and firms, 

many of which were run by friends of U.S. officials.48 As a result, thousands of qualified 

Iraqi engineers and developers who had experience rebuilding Iraq in 1991 after the Gulf 

War, were left without work, leaving them disfranchised and contributing to the rise of 

elements in Iraqi society who resisted and impeded U.S. development activities.49 

Formalistically, the CPA had a legal framework within which to work. However, the 

substantive results were lacking due to the CPA’s decision to pursue economic reforms in 

violation of international law. The absence of appropriate accountability mechanisms 

resulted in undermining those economic reforms by creating an appearance of corruption 

that built distrust between the CPA and IGC, as well as the Iraqi people. The lack of trust 

contributed to the environment and tensions leading to the uprisings in 2004, which 

further destabilized Iraq and stunted Iraq’s capacity for economic development. The lack 

                                                 
48 New York Times, The Struggle for Iraq: Rebuilding, Iraq says U.S. Occupation Misspends Millions in 
Its Awarding of Contracts, October 4, 2003. Available at 
http://query.nytimes.com/gst/fullpage.html?res=9E0DEEDA153CF937A35753C1A9659C8B63  
49 Washington Post, Iraq Engineers Eager to Work, but Anxious for Help, April 26th, 2003. Available at 
http://www.newslink.org/articles/IraqiEngineers.htm  
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of accountability mechanisms also contributed to the waste and disappearance of billions 

of development dollars which also further delayed economic development and recovery 

in Iraq. 

 

Principle 2: The laws are clear, publicized, stable and fair, and protect 

fundamental rights, including the security of persons and property.  

The laws which were enforced by the CPA came through decrees issued by 

Paul Bremer.  These decrees were published in local papers and made available 

online, meeting the formalistic requirements of the second principle of the rule of 

law. These decrees, however, did not always result in fair outcomes that provided 

substantive securing of property rights or the personal safety of Iraqi civilians. As 

the CPA promoted individual rights of freedom of speech and religion, new 

publications, civil society groups and newspapers sprang up overnight around 

Iraq, reflecting a positive substantive result from the rule of law.50 However, as 

domestic security in Iraq began to dissolve, the substantive expansion and practice 

of these rights began to be more narrowly enjoyed by members of parties and 

groups with popular support, while religious and political minorities became 

targets of violence in Iraq for their practice of religion and speech. Much of the 

violence aimed at minority groups was orchestrated by Shiite and Sunni militias 

which became increasingly territorial over neighborhood and local resources and 

saw minorities as threats to the local community’s social cohesion. As the 

violence increased, minorities were driven from their homes which would then be 

                                                 
50 The Times, “Flurry of Iraq papers herald new freedoms”, May 20th, 2003. Available at 
http://www.timesonline.co.uk/tol/news/world/iraq/article1134084.ece 
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occupied by new families who reflected the neighborhoods ethnic or religious 

makeup. Though the CPA was aiming to increase personal liberties and rights, the 

CPA’s inability to provide necessary law enforcement protection of those rights 

resulted in less substantive rights being realized. Another contributing factor to 

the rise in violence against minorities and the curbing of personal security and 

freedom was the lack of an independent judiciary. Without an operational and 

independent judiciary, competing Iraqi interest groups lacked a venue in which 

transgressions could be fairly settled, leaving violence as the last resort for 

securing one’s rights, be it personal security or protection of one’s personal 

property.  

Though the CPA worked to advance some fundamental rights, there were 

some instances where such rights were rolled back by the CPA and the IGC, 

specifically for women. In one instance, CPA allowed the IGC to institute Sharia 

Law which favored men over women in most legal matters, as opposed to Iraq’s 

previous family law code that protected women from arbitrary divorce, marriage 

below the age of 18, and favoritism toward men in child custody and inheritance 

decisions.51 Under a formalistic analysis, this type of legal reform would be 

acceptable in that the decree was publicized, clear and stable. Substantively, the 

results would fail when considered through the lens of Western conceptions of 

gender equality, as it deprives women of property and personal rights. Though 

women’s rights were derogated by reverting to more traditional forms of Islamic 

law, such legal reforms were popular with many Iraqis, a fact that highlights the 

                                                 
51 Washington Post, “Iraq: governing council votes to adopt sharia family law”, January 16, 2004. 
Available at http://findarticles.com/p/articles/mi_qa3693/is_200401/ai_n9402356  
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dilemma within the rule of law. The rule of law encourages self rule, yet self rule 

does not always produce equitable results for under-represented populations. In 

this case, however, Iraqi women were victims of legal reforms passed by an 

undemocratically appointed committee, a means which is not consistent with the 

rule of law and is more likely to produce such inequitable results.  

The CPA was successful in making decrees which were clear, stable and fair, 

and which aimed to advance the fundamental freedoms of Iraqis. These advances, 

however, were not fully realized as the absence of fair and effective security 

forces resulted in only the powerful benefiting from the execution of these new 

rights, while minority parties were left vulnerable and exposed.  

 

Principle 3: The process by which the laws are enacted, administered and 

enforced is accessible, fair and efficient. 

The way in which the CPA ruled Iraq by decree in no way appeared to be accessible, 

fair or efficient. Excluding Iraqi constituents from having a voice in the economic 

reforms affecting Iraq resulted in a disenfranchisement which framed the CPA and the 

U.S. role in Iraq as an occupying force instead of a liberating force. The U.S. 

Undersecretary for Defense Douglas Feith, during the initial invasion and occupation, 

later reflected on this point when stating, “I think the idea of setting ourselves up as the 

occupying power for over a year was a mistake, and I think it helped stimulate many 

Iraqis to believe that they had to fight us to get us out of the country.”52 The consequence 

for not creating a governing mechanism for the Iraqis through a democratic process at the 

beginning of the occupation was costly for the U.S. and its economic plans. The elections 
                                                 
52 National public Radio, Iraq Policy Derailed by U.S. Infighting over Chalabi, April 9th, 2008 
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were avoided because they were unlikely to yield decision makers who would walk in 

lock-step with U.S. economic policies, yet by not engaging these stakeholders through 

fair and accessible governance systems, Iraq stakeholders instead turned to an insurgency 

which inevitably undermined the very economic policies looking to be achieved by the 

CPA. 

Iraqi companies and workers also fell victim to the lack of a fair, accessible and 

efficient system. By not being allowed to engage in the creation of Iraqi laws through 

democratic representation, many companies went under and jobs were lost because Iraqi 

business interests were not represented in contract allocation and foreign trade 

agreements.53 Instead, broad liberalization of the economy took place in a way that was 

advantageous to international investors long kept from the Iraqi market, and in a way 

which crippled Iraqi companies that were operating in an unforgiving market plagued by 

overwhelming concerns of security and access to resources such as water and electricity. 

The governing system under the CPA lacked accessibility, fairness and efficiency, 

and as a result, economic development was not realized.  

 

Principle 4: The laws are upheld, and access to justice is provided, by 

competent, independent and ethical law enforcement officials, attorneys or 

representatives, and judges, who are of sufficient number, have adequate 

resources, and reflect the makeup of the communities they serve.  

In order for a society to function properly, let alone an economy, enforcement of the 

laws is important. More exactly, fair enforcement of the law is an essential 

                                                 
53 International Crisis Group, “Reconstructing Iraq, Middle East Report N30”, September 2nd, 2004, 
Available at http://www.crisisgroup.org/home/index.cfm?id=2936&l=1 
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element to maintaining the rule of law and economic development as it informs 

potential players in the market that the playing field is fair. With no assurances 

that the playing field was fair, and with worsening economic conditions, Iraqis 

grew frustrated and questioned the legitimacy and benevolence of the CPA. In 

frustration, local populations began turning to competing militias and religious 

communities for the provision of personal safety and essential humanitarian 

needs.54 By the beginning of 2004, security throughout the country was in 

disrepair and stabilization could not be achieved without a strong federal police 

force. 

Training of security forces became vital, however questions of the amount of trust 

that could be placed in new recruits, as well as how these recruits were being selected, 

left many Iraqi citizens to question their independence and ability to provide protection of 

all members of society, including unpopular minority groups. Sectarian police forces 

were soon being used to enforce the will of the local tribal leader or sheik, and fear of 

reprisal killings and attacks against old enemies began to paralyze Iraqi society, which 

inevitably paralyzed the ability of the Iraqi economy to function smoothly. 

As the U.S. fought an emerging insurgency, thousands of men were thrown in jail 

without any official charges brought about or access to a court system.55 These prisons 

soon became known by Iraqi officials as “terror training camps”, with the prisons serving 

as centers of recruitment for the insurgency.56 With no access to justice or due process, 

                                                 
54 UN-IRIN, “Iraq: Fighters Fill Humanitarian Vacuum”, February 14th, 2007.  Available at 
http://www.irinnews.org/Report.aspx?ReportId=70170 
55 Human Rights Watch, UN: Tell US to End Illegal Detention Practices in Iraq, April 28, 2008. Available 
at http://hrw.org/english/docs/2008/04/28/usint18659.htm  
56 The Times, “Insurgents transform US military jails into ‘terror training camps’”, April 7th, 2007. 
Available at http://www.timesonline.co.uk/tol/news/world/iraq/article1623909.ece 
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prisoners were separated from their families and subjected to degrading abuse in prison. 

This poor treatment affirmed what appeared to them to be the injustice of the foreign 

occupier, making these prisoners ripe for recruitment. 

Had the CPA put more effort into establishing a legal system in which prisoners could 

access representation and fair hearings regarding their imprisonment, many prisoners 

would have escaped unnecessary and prolonged imprisonment which only served to 

embitter them against the CPA and its efforts in Iraq. Though the insurgency would likely 

still have been able to find recruits elsewhere, the prisons and lack of accessible justice 

became a symbol of the CPA’s perceived indifference towards average Iraqis and 

ultimately undermined rebuilding efforts.57 

Recommendations 

It is recommended that where U.S. policy looks for economic reforms to take hold, 

governance system should be established or encouraged that invite all members in society 

to participate first.  The goal of these systems should be to achieve substantive outcomes 

for the entire population, and formalistically these goals should be accomplished through 

fair and just means. In order for economic policies geared towards reconstruction and 

development to succeed in a post-conflict environment, democratic institutions reflecting 

the principles of the rule of law must be a priority. The establishment of the principles of 

the rule of law helps foster a government that is accountable and responsive to the 

population’s needs and desires. When these principles are not embraced and governments 

are unaccountable, less consideration is given to the public good. Economic reforms 

made in that context create a risk of a free-for-all market which lacks the proper control 

                                                 
57 Human Rights Watch, “The Quality of Justice: Failings of Iraq’s Central Criminal Court”, December 
14th, 2008. Available at http://www.hrw.org/en/reports/2008/12/14/quality-justice 
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mechanisms to prevent unleashed competition from becoming harmful to a society. If 

that is allowed to happen, economic losers of a free market system will become bitter and 

likely challenge the system which perpetuates it unless they are given access to reform 

such a system.  

Conclusion 

President Bush said of Iraq, “Elections start the process. They’re not the end of the 

process…you follow elections with institution-building and the creation of civil 

society.”58 The CPA unfortunately executed this policy backwards, starting with the 

desired end point of a liberalized economy, in the hopes that those economic reforms 

would produce a functioning democracy. From the beginning the CPA ignored the 

working groups’ recommendation that true economic reform could only be accomplished 

with a government that was representative of the people, as well as accountable to them. 

The absence of “accessible, fair and efficient” process by which “the laws are enacted, 

administered and enforced”, left Iraqis feeling detached from the CPA efforts. The impact 

of liberalizing economic policies on an already weak domestic economy, along with the 

inability of Iraqis to participate in the crafting and execution of those economic policies,  

resulted in an environment that fostered the insurgency that resisted the U.S. occupation 

and undermined efforts at economic development.  After the CPA was disbanded, the 

U.S. improved efforts to strengthen the rule of law in Iraq in conjunction with an elected 

Iraqi government, and conditions in Iraq improved. However, if General Jay Garner’s 

insistence upon an immediate national election in Iraq were heeded in April 2003, Iraqis 

might have enjoyed the benefit of a representative government that was responsive and 

                                                 
58 Washington Post, Democracy in Iraq Not a Priority in US Budget, April 5, 2006. Available at 
http://www.washingtonpost.com/wp-dyn/content/article/2006/04/04/AR2006040401626.html  
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accountable to the public will from the beginning of the occupation, potentially creating 

the stability required for economic development. Instead, the U.S. government chose a 

path of unaccountability and direct rule through the CPA, leading to the loss of billions of 

U.S money, as well as the loss of life of many Iraqi civilians and U.S. military members 

who died from the ensuing violence against the CPA. 

The U.S. has had success in the past establishing security and peace through the rule 

of law, resulting in the conditions necessary for subsequent economic growth. After 

Japan was defeated in World War II, the Japanese population democratically adopted a 

constitution and elected a representative government within the first year of the U.S. 

occupation. The Japanese government was able to partner with General MacArthur in 

rebuilding Japan’s economy through dismantling the old power structure that centralized 

economic and industry control in monopolistic business conglomerates, and in turn 

creating opportunities for competition in the market place. These reforms were 

accomplished not through dictate of the U.S. occupation, but instead through the will of 

the people as expressed by the Japanese Parliament. The Japanese Parliament also 

expanded Japanese citizens’ freedoms through land reforms, access to education, 

expanded civil liberties and the provision of public goods.59 In Iraq, the U.S. did not seek 

a partnership with a representative government of the Iraqi people. The resulting 

alienation of the U.S. occupation made development efforts more difficult as the context 

of cooperation was lost, and some adversarial opponents to the occupation resorted to 

violence as the manifestation of dissent. The CPA might also have benefited from 

General MacArthur’s approach in Japan, as deference was afforded to Japanese 

figureheads such as Emperor Hirohito and other distinguished leaders of Japan. Though 
                                                 
59 Laurence I. Hewes Jr., “Japan: Land and Men: An Account of the Japanese Land Reform Program”.  
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the surrender of Japan was unconditional, these figures were not shamed or shut out of 

the rebuilding process, a mistake which the U.S. made in dealing with former members of 

Saddam Hussein’s regime and Ba’ath Party.  

Though a proper and measured liberalization of Iraq’s economy had the potential to 

change Iraq into a regional economic powerhouse due to Iraq’s large oil reserves, such an 

economic framework could not take hold without the Iraqi people owning a large stake in 

it through a government that is by them, of them and for them. The principles of the rule 

of law demand this, and the failure of the U.S. government to follow through on 

providing a context in which the rule of law principles could be realized in both a 

formalistic and substantive way, resulted in an unstable and volatile reality which 

ultimately undermined U.S. economic policies and efforts in Iraq.    
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