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What GAO Found

The New Way Forward responded to failures in prior strategies that
prematurely transferred security responsibilities to Iraqi forces or belatedly
responded to growing sectarian violence. Overall violence, as measured by
enemy-initiated attacks, fell about 70 percent in Iraq, from about 180 attacks
per day in June 2007 to about 50 attacks per day in February 2008. Security
gains have largely resulted from (1) the increase in U.S. combat forces, (2) the
creation of nongovernmental security forces such as Sons of Iraq, and (3) the
Mahdi Army’s declaration of a cease fire. Average daily attacks were at higher
levels in March and April before declining in May 2008. The security
environment remains volatile and dangerous. The number of trained Iraqi
forces has increased from 323,000 in January 2007 to 478,000 in May 2008;
many units are leading counterinsurgency operations. However, the
Department of Defense reported in March 2008 that the number of Iraqgi units
capable of performing operations without U.S. assistance has remained at
about 10 percent. Several factors have complicated the development of
capable security forces, including the lack of a single unified force, sectarian
and militia influences, and continued dependence on U.S. and coalition forces.

The Iraqi government has enacted key legislation to return some Ba’athists to
government, give amnesty to detained Iraqis, and define provincial powers.
However, it has not yet enacted other important legislation for sharing oil
resources or holding provincial elections. Efforts to complete the
constitutional review have also stalled. A goal of The New Way Forward was
to facilitate the Iraqis’ efforts to enact all key legislation by the end of 2007.

Between 2005 and 2007, Iraq spent only 24 percent of the $27 billion it
budgeted for its own reconstruction efforts. More specifically, Iraq’s central
ministries, responsible for security and essential services, spent only 11
percent of their capital investment budgets in 2007—down from similarly low
rates of 14 and 13 percent in the 2 prior years. Violence and sectarian strife,
shortage of skilled labor, and weak procurement and budgeting systems have
hampered Iraq’s efforts to spend its capital budgets.

Although oil production has improved for short periods, the May 2008
production level of about 2.5 million barrels per day (mbpd) was below the
U.S. goal of 3 mbpd. The daily supply of electricity met only about half of
demand in early May 2008. Conversely, State reports that U.S. goals for Iraq’s
water sector are close to being reached. The unstable security environment,
corruption, and lack of technical capacity have contributed to the shortfalls.

The Departments disagreed with our recommendation, stating that The New
Way Forward strategy remains valid but the strategy shall be reviewed and
refined as necessary. We reaffirm the need for an updated strategy given the
important changes that have occurred in Iraq since January 2007. An updated
strategy should build on recent gains, address unmet goals and objectives and
articulate the U.S. strategy beyond July 2008.
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United States Government Accountability Office

Washington, DC 20548

June 23, 2008
Congressional Committees:

In January 2007, the President announced a new U.S. strategy to stem the
high levels of violence in Iraq and help the Iraqi government foster
conditions for national reconciliation. The Administration stated that the
security and political conditions in Iraq were more difficult than it had
anticipated earlier in the war. To improve these conditions, The New Way
Forward established near-term (12 to 18 months) goals that the
Administration stated were achievable in this time period. In addition, the
strategy reasserted the Administration’s long-term goal or end state for
Iraq: a unified, democratic, federal Iraq that can govern, defend, and
sustain itself, and is an ally in the war on terror. In support of this new
strategy, the United States increased its military presence and financial
commitments for operations in Iraq. U.S. troops and civilian personnel
have performed courageously under dangerous and difficult
circumstances. In April 2008, the U.S. Ambassador to Iraq and the
Commanding General of the Multinational Force-Iraq (MNF-I) testified
before congressional committees on conditions in Iraq. They stated that
significant progress had been made toward achieving U.S. goals but that
progress was fragile and reversible.

From fiscal year 2001 through December 2007, Congress has provided
about $635.9 billion to the Department of Defense (DOD) for the Global
War on Terrorism.' The majority of this amount has been for military
operations in support of Operation Iraqi Freedom, including the cost of
equipping, maintaining, and supporting our deployed forces. Moreover,
since fiscal year 2003, about $45 billion® was provided to DOD and several
other U.S. agencies for stabilization and reconstruction efforts in Iraq,
including developing Iraq’s security forces, enhancing Iraq’s capacity to

"This figure includes appropriations for domestic and overseas military operations in
support of the Global War on Terrorism, such as Operation Noble Eagle, Operation
Enduring Freedom, and Operation Iraqi Freedom, as well as stabilization and
reconstruction appropriations for Iraq and Afghanistan.

*About $17.5 billion for improving Iraqi security forces included in this amount is also
included in DOD’s reporting of Global War on Terrorism appropriations.
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govern, and rebuilding Iraq’s oil, electricity, and water sectors, among
others.

This report discusses progress in meeting key U.S. goals outlined in The
New Way Forward, specifically, (1) improving security conditions; (2)
developing Iraqi security forces’ capabilities and transferring security
responsibilities to the Iraqi government; (3) facilitating Iraqi government
efforts to draft, enact, and implement key legislative initiatives; (4)
assisting Iraqi government efforts to spend budgets; and (5) helping the
Iraqi government provide key essential services to its people. In addition,
we discuss U.S. strategies for stabilizing and rebuilding Iraq. We are
concurrently issuing a classified report on the Joint Campaign Plan—the
U.S. operational plan for Iraq.”

The Chairmen of the Senate’s Armed Services Committee, Appropriations
Committee, and Foreign Relations Committee, as well as the Chairman
and Ranking Member of the House Armed Services Committee, requested
that GAO complete this work. Due to broad congressional interest in Iraq
issues, we prepared this report under the Comptroller General’s authority
to conduct evaluations on his own initiative.

This report updates and builds upon an extensive body of GAO work,
including our September 2007 report assessing Iraq’s progress toward
meeting 18 legislatively mandated benchmarks.* To complete this work,
we reviewed documents and interviewed officials from the Departments of
Defense, State, and the Treasury; MNF-I and its subordinate commands;
the Defense Intelligence Agency; the National Intelligence Council; and the
United Nations. We also reviewed translated copies of Iraqi documents. In
support of this work, we extensively utilized staff stationed in Baghdad
from January through March 2008. See appendix I for a more complete
description of our scope and methodology. Appendix II contains a
crosswalk between the 18 benchmarks and the five objectives we address
in this report. We provided drafts of this report to the Departments of
State, the Treasury, and Defense for review and comment. We received

*GAO, Stabilizing Iraq: DOD Should Identify and Prioritize the Conditions Necessary for
the Continued Drawdown of US. Forces in Iraq, GAO-08-700C, (Washington, D.C.: June
2008).

4GAO, Securing, Stabilizing, and Rebuilding Iraq: Iraqi Government Has Not Met Most

Legislative, Security, and Economic Benchmarks, GAO-07-1195 (Washington, D.C.:
Sept. 4, 2007).
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Results in Brief

written comments from all three agencies, which are included in
appendixes III, IV, and V.

We conducted this performance audit from March to June 2008 in
accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.

The New Way Forward responded to failures in prior strategies that
prematurely transferred security responsibilities to Iraqi forces or
belatedly responded to growing sectarian violence. The United States has
made some progress in achieving key goals stated in The New Way
Forward. For example, overall violence in Iraq has declined and Iraq has
enacted key legislation to return some Ba’athists to government and give
amnesty to detained Iraqgis. However, we agree with assessments that
progress made in Iraq is fragile and many unmet goals and challenges
remain. For example, although The New Way Forward stated that the Iraqi
government would take responsibility for security in all 18 provinces by
November 2007, only 9 of 18 provinces had transitioned to Iraqi control as
of May 2008. In addition, Iraq has spent only 24 percent of the funds it
budgeted for reconstruction. Future U.S. strategies should build on recent
security and legislative gains and address the remaining challenges for the
near and long term.

Improving Security
Conditions

Establishing a basic level of security is a key component of The New Way
Forward. Overall violence, as measured by enemy-initiated attacks, fell
about 70 percent from about 180 attacks per day in June 2007 to about 50
attacks per day in February 2008—primarily due to decreases in violence
in Baghdad and Anbar provinces. Fighting continues throughout Iraq.
Average daily attack levels were higher during March and April before
declining in May 2008. Further, the influence and areas of operation of al
Qaeda in Iraq have been degraded, although the United States has not
achieved its goal of defeating al Qaeda in Iraq and ensuring that no
terrorist safe haven exists in Iraq. Security gains have largely resulted from
(1) the increase in U.S. combat forces, (2) the creation of
nongovernmental security forces such as Sons of Iraq, and (3) the Mahdi
Army’s declaration of a cease fire. However, the security environment
remains volatile and dangerous.
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Developing Iraqi Security
Forces

The New Way Forward set the goal of transferring security responsibilities
to all 18 Iraqi provinces by the end of 2007. Since 2003, the United States
has provided more than $20 billion to develop Iraqi security forces. The
number of trained Iraqi forces has increased from about 323,000 in January
2007 to about 478,000 in May 2008; many units are leading
counterinsurgency operations. However, DOD reports that the number of
Iraqi security force units deemed capable of performing operations
without coalition assistance has remained at about 10 percent. Several
factors have complicated the development of capable Iraqi security forces,
including the lack of a single unified force, sectarian and militia influences,
continued dependence on U.S. and coalition forces for logistics and
combat support, and training and leadership shortages. In addition, the
time frame for transferring security responsibilities to Iraqi provincial
governments now extends into 2009. As of May 2008, 9 of 18 provincial
governments had lead responsibility for security in their provinces.

Enacting Legislation

To facilitate national reconciliation, The New Way Forward identified
legislation that the Iraqi government committed to enact with U.S. support.
The Iraqi government has enacted de-Ba’athification reform, amnesty, and
provincial powers legislation after considerable debate and compromise
among Iraq’s political blocs. However, questions remain about how the
laws will be implemented and whether the intended outcomes can be
achieved. For example, the government has not yet established the
commission needed to reinstate former Ba’athists in the government. In
addition, the government has not enacted legislation that will provide a
legal framework for managing its oil resources, distributing oil revenues,
or disarming militias. The Iraqi government also faces logistical and
security challenges in holding the scheduled 2008 provincial elections—a
key element of reconciliation for Sunnis. Finally, the government has not
completed its constitutional review to resolve issues such as the status of
disputed territories and the balance of power between federal and regional
governments. A goal of The New Way Forward was to facilitate the Iraqis’
efforts to enact all key legislation by the end of 2007.

Spending Capital Budgets

The New Way Forward emphasizes the need to build capacity in Iraq’s
ministries and help the government execute its capital investment budgets;
this need is particularly important, as the $45 billion in U.S. funding for
Iraq reconstruction projects is nearing completion. However, Ministry of
Finance expenditure data show that between 2005 and 2007, Iraq spent
only 24 percent of the $27 billion it budgeted for its own reconstruction
efforts. Specifically, Iraq’s central ministries spent only 11 percent of their
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capital investment budgets in 2007, a decline from similarly low spending
rates of 14 and 13 percent in 2005 and 2006, respectively. Spending rates
for critical ministries varied from the 41 percent spent by the Water
Resources Ministry in 2007 to the less than 1 percent spent by the
Ministries of Oil and Electricity. Violence and sectarian strife, shortage of
skilled labor, and weak procurement and budgeting systems have
hampered Iraq’s efforts to spend capital budgets and thereby contribute to
its own rebuilding. GAO recommended that U.S. agencies develop an
integrated plan for developing competent Iraqi ministries that can execute
their budgets and effectively deliver government services.” As of June
2008, an integrated strategy had not been developed.

Providing Essential
Services

Providing essential services to all Iraqi areas and communities and helping
Iraq maintain and expand its oil exports are key goals of The New Way
Forward. Overall crude oil production has increased or improved for short
periods; however, production has not reached the U.S. goal of an average
crude oil production capacity of 3 million barrels per day (mbpd) and
export levels of 2.2 mbpd. In May 2008, oil production was about 2.5 mbpd
and exports were 1.96 mbpd. Meanwhile, the daily supply of electricity
met only 52 percent of demand in June 2008. The State Department (State)
reports that U.S. goals for Iraq’s water sector are close to being reached.
Since April 2006, U.S. efforts have focused on producing enough clean
water to reach up to an additional 8.5 million Iraqis. As of March 2008,
State reported that U.S.-funded projects had provided an additional 8
million Iraqgis with access to potable water. Several factors present
challenges in delivering essential services, including an unstable security
environment, corruption, a lack of technical capacity, and inadequate
strategic planning. GAO will issue a separate report on Iraq’s estimated
unspent and projected oil revenues from 2003 through 2008. As of the end
of May 2008, Iraqi crude oil was selling at about $104 per barrel, higher
than the $57 per barrel used to develop Iraq’s 2008 budget. Oil exports
generate over 90 percent of government revenues.

As The New Way Forward and the military surge end in July 2008, an
updated strategy is needed for how the United States will help Iraq achieve
key security, legislative, and economic goals. This strategy should build on

5GAO, Stabilizing and Rebuilding Iraq: U.S. Ministry Capacity Development Efforts
Need an Overall Integrated Strategy to Guide Efforts and Manage Risk, GAO-08-117
(Washington, D.C.: Oct.1, 2007).
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Background:
Evolution of U.S.
Strategies for Iraq

recent security and legislative gains, address the remaining unmet goals
and challenges for the near and long term, and clearly articulate goals,
objectives, roles and responsibilities, and the resources needed. In this
report, GAO is recommending that DOD and State, in conjunction with
relevant U.S. agencies, develop an updated strategy for Iraq that defines
U.S. goals and objectives after July 2008 and addresses the long-term goal
of achieving an Iraq that can govern, defend, and sustain itself.

The departments of State and Defense disagreed with our
recommendation to develop an updated strategic plan for Iraq, stating that
The New Way Forward strategy remains valid. They did, however, state
that they will review and refine the strategy as necessary. DOD also stated
that the classified MNFI-U.S. Embassy Joint Campaign Plan is a
comprehensive, government wide plan that guides the effort to achieve an
Iraq that can govern, defend and sustain itself. An updated strategy is
needed for several reasons. First, much has changed in Iraq since January
2007, when the President announced The New Way Forward. Violence is
down but U.S. surge forces are leaving. In addition, the United States is
negotiating a status of forces agreement with Iraq. Second, The New Way
Forward only articulates U.S. goals and objectives for the phase that ends
in July 2008. Third, the goals and objectives of The New Way Forward are
contained in disparate documents rather than a single strategic plan.
Furthermore, the classified Joint Campaign Plan is not a strategic plan; it
is an operational plan with limitations that we discuss in the classified
report we are issuing concurrently with this report.

We affirm our recommendation that DOD and State should update the U.S.
strategy for Iraq, given the importance of the war effort to U.S. national
security interests, the expenditure of billions of dollars for U.S. military
and civilian efforts in Iraq, and the continued deployment of at least
140,000 troops in Iraq.

Since late 2003, the United States has employed numerous strategies to
address the security and reconstruction needs of Iraq. First, the
multinational force’s security transition strategy called for Iraqi security
forces to assume security responsibilities on an accelerated basis during
spring 2004. This strategy failed when Iraqi security forces performed
poorly during an insurgent uprising. Second, a series of campaign plans
and a strategy document attempted to integrate U.S. military and civilian
efforts in Iraq but did not anticipate the escalation in violence during 2006.
Third, to address the high levels of violence, the administration announced
a new strategy, The New Way Forward.
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Multinational Force’s
Strategy Assumed Capable
Iraqi Forces Could Begin
to Take Over Security
Responsibilities in Spring
2004

In October 2003, the multinational force outlined a four-phased plan for
transferring security missions to Iraqi security forces.’ The four phases
were (1) mutual support, where the multinational force established
conditions for transferring security responsibilities to Iraqi forces;

(2) transition to local control, where Iraqi forces in a local area assumed
responsibility for security; (3) transition to regional control, where Iraqi
forces were responsible for larger regions; and (4) transition to strategic
overwatch, where Iraqi forces on a national level were capable of
maintaining a secure environment against internal and external threats,
with broad monitoring from the multinational force. The plan’s objective
was to allow a gradual drawdown of coalition forces first in conjunction
with the neutralization of Iraq’s insurgency and second with the
development of Iraqi forces capable of securing their country.

Citing the growing capability of Iraqi security forces, MNF-I attempted to
shift responsibilities to them in February 2004 but did not succeed in this
effort. In March 2004, Iraqi security forces numbered about 203,000,
including about 76,000 police, 78,000 facilities protection officers, and
about 38,000 in the civilian defense corps.” Police and military units
performed poorly during an escalation of insurgent attacks against the
coalition in April 2004. According to a July 2004 executive branch report to
Congress, many Iraqi security forces around the country collapsed during
this uprising. Some Iraqi forces fought alongside coalition forces. Other
units abandoned their posts and responsibilities and, in some cases,
assisted the insurgency. A number of problems contributed to the collapse
of Iraqi security forces, including problems in training, equipping, and
vetting them.

U.S. Strategy Revisions Did
Not Anticipate Escalation
of Violence in 2006

After the collapse of the Iraqi security forces in the spring of 2004, the
Administration completed three key documents that outlined the evolving
U.S. strategy for Iraq, none of which anticipated the level of sectarian

The information in this section comes from GAO, Rebuilding Iraq: Preliminary
Observations on Challenges in Transferring Security Responsibilities to Iraqi Military
and Police, GAO-05-431T (Washington, D.C.: Mar. 15, 2005). For more information on this
security transition plan, see GAO, Rebuilding Iraq: Resource, Security, Governance,
Essential Services, and Oversight Issues, GAO-04-902R (Washington, D.C: June 28, 2004).

"The Departments of State and Defense stopped counting the Facilities Protection Service
as part of the Iraqi security force structure in September 2004. The mission of the Facilities
Protection Service is to guard and secure individual ministry and municipal buildings
against vandalism and theft.
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violence that occurred after the Samarra mosque bombing in February
2006. First, during the summer of 2004, MNF-I completed a campaign plan
that elaborated on and refined the original strategy for transferring
security responsibilities to Iraqi forces at the local, regional, and national
levels. Further details on this campaign plan are classified.® Second, in
November 2005, the National Security Council (NSC) issued the National
Strategy for Victory in Iraq (NSVI) to clarify the President’s existing
strategy for achieving U.S. political, security, and economic goals in Iraq.’
Third, in April 2006, MNF-I and the U.S. embassy in Baghdad issued the
first joint campaign plan, which attempted to integrate U.S. political,
military, and economic efforts in Iraq. Further details of this campaign
plan are classified."

In July 2006, we reported that the NSVI represented an incomplete
strategy. The desirable characteristics of an effective national strategy are
purpose, scope, and methodology; detailed discussion of problems, risks,
and threats; the desired goal, objectives, activities, and outcome-related
performance measures; description of future costs and resources needed,;
delineation of U.S. government roles, responsibilities, and coordination
mechanisms; and a description of the strategy’s integration among and
with other entities. On the one hand, the NSVI's purpose and scope were
clear because the strategy identified U.S. involvement in Iraq as a vital
national interest and Iraq as a central front in the war on terror. The
strategy also discussed the threats and risks facing the coalition forces and
provided a comprehensive description of U.S. political, security, and
economic goals and objectives in Iraq over the short term, medium term,
and long term. However, the NSVI only partially identified the agencies
responsible for implementing it, the current and future costs of U.S.
involvement in Iraq, and Iraq’s contribution to its future needs."

The strategy also did not anticipate that security conditions in Iraq would
deteriorate as they did in 2006, as evidenced by the increased numbers of

®For information on this campaign plan, see GAO'’s classified report, GAO, Rebuilding Iraq:
DOD Reports Should Link Economic, Governance, and Security Indicators to Conditions
Sor Stabilizing Iraq, GAO-05-868C (Washington, D.C.: Sept. 29, 2005).

9GAO, Rebuilding Iraq: More Comprehensive National Strateqy Needed to Help Achieve
U.S. Goals, GAO-06-788 (Washington, D.C.: July 11, 2006).

YFor information on the April 2006 campaign plan, see our classified report, GAO, Plans
Sor Stabilizing Iraq, GAO-06-152C, (Washington, D.C.: Oct. 18, 2006).

1GAO0-06-788.
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attacks and the Sunni-Shi’a sectarian strife that followed the February
2006 bombing of the Golden Mosque in Samarra. Enemy-initiated attacks
against the coalition and its Iraqi partners increased through October 2006
and remained at high levels through the end of the year. During 2006,
according to State and United Nations (UN) reports, insurgents, death
squads, militias, and terrorists increased their attacks against civilians,
largely on a sectarian basis. In addition, the number of internally displaced
persons (IDP) in Iraq sharply increased, primarily as a result of sectarian
intimidation and violence that forced many people from their homes. By
the end of 2006, according to the UN, many Baghdad neighborhoods had
become divided along Sunni and Shi’a lines and were increasingly
controlled by armed groups claiming to act as protectors and defenders of
these areas. According to the President, the violence in Irag—particularly
in Baghdad—overwhelmed the political gains the Iraqgis had made.

The New Way Forward
Addressed Escalating
Violence

In response to the escalating violence, the President in January 2007
announced a new strategy—7The New Way Forward—that established a
new phase in U.S. operations for the near term of 12 to 18 months, or until
July 2008. According to State and DOD officials, the Administration did not
revise the NSVI strategy document when it announced The New Way
Forward. Instead, four documents outline the goals and objectives of The
New Way Forward: (1) NSC, Highlights of the Iraq Strateqy Review,
January 2007; (2) the President’s address to the nation, January 10, 2007;
(3) Fact Sheet: New Way Forward in Iraq, January 10, 2007; (4) Office of
the Press Secretary, White House, Background Briefing by Senior
Administration Officials, January 10, 2007.

According to the NSC document, the new strategy altered the
administration’s assumptions regarding the security and political
conditions in Iraq and how they would help or hinder the achievement of
U.S. goals. For example, the Administration previously believed that the
Iraqi elections in 2005 would lead to a national compact for democratic
governance shared by all Iraqis and the continued training and equipping
of Iraqi security forces would facilitate reductions in U.S. military forces.
The New Way Forward acknowledged that national reconciliation might
not take the form of a comprehensive national compact but could come
from piecemeal efforts (see table 1). Similarly, The New Way Forward
stated that while many Iraqi security forces were leading military
operations, they were not yet ready to handle security challenges
independently.
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