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The following chapter addresses the overinflated public sector in the Kurdistan Region of 

Iraq (KRI), which has placed increased pressure on an already struggling regional economy. As 

an oil rich developing region, the KRI has characteristically fallen into the resource curse affecting 

many oil rich nations. One such symptom of this curse is an overinflated and inefficient public 

sector, which now employs over half of all adult workers in the region3, growing over time for 

both political purposes and out of fiscal mismanagement. The public sector of the KRI now stands 

as a fiscal burden on the Kurdistan Regional Government’s (KRG) central budget, undermining 

the region’s ability to build a sustainable employment market for the future.  

In recent times, the strategy of the KRG has been to transition public sector employees into 

the private sector; however success in this area has been limited because of two main factors. 

Firstly, the private sector is weak, due to long term underinvestment in the sector and weak policy 

infrastructure to support enterprise. The region has suffered from a crippling economic crisis since 

2014,4 limiting the private sector roles available for public sector employees who wish to 

transition. Secondly, there are a number of social factors involved with limited private sector 

transition. Through years of employment patronage, superior employment benefits, low turnover, 

 
1 American University of Beirut  
2 American University of Iraq, Sulaimani 
3 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable.” 

Washington, D.C: World Bank Group, 2016, xi.  

http://documents.worldbank.org/curated/en/672671468196766598/in-report 
4 E.g. see Mark DeWeaver. “Kurdistan’s Great Recession: From Boom to Bust in the Rentier Economy.” Sulaimani, 

Iraq: Institute of Regional and International Studies, American University of Iraq, Sulaimani, 2016, 1. 

http://auis.edu.krd/iris/sites/default/files/Kurdistan's%20Great%20Recession_0.pdf 

http://documents.worldbank.org/curated/en/672671468196766598/Main-report
http://auis.edu.krd/iris/sites/default/files/Kurdistan's%20Great%20Recession_0.pdf
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and low performance expectations of the public sector,5 adult workers in the region have preferred 

public sector employment over working in the private sector.  

These economic and social factors combine to create a dilemma for the KRG. Through a 

dialectical framework, this chapter illustrates this dilemma, in that the proposed reforms bring the 

interests of the KRG into tension with the interests of public sector employees. The key tension is 

that the KRG is seeking to transition employees into the private sector in order to bring stability to 

the central budget, whereas public sector employees will seek to maintain the status quo for reasons 

of financial security. With a high percentage of the population facing these changes, the potential 

for societal level conflict arises, which could inherently threaten the overall survival of the 

economy.  

Through the use of dialectics, the discussion demonstrates how the KRG can adopt a 

number of transitional approaches that would alter the underlying social assumptions of public 

servants, subsequently reshaping future attitudes and behaviours towards employment and 

fostering voluntary movement to the private sector. This involves the following transitory shifts:  

• From public sector employment being based on social connection to public sector 

employment being linked to performance; 

• From uncertainty towards the private sector to private sector confidence;  

• From the public sector offering greater employment security to equality between the 

sectors. 

 

Mechanisms involving policy reform, institutional reform, higher education and cultural programs 

are discussed.  

 
5 "Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional Government,” 2013, 44.  

http://www.ekrg.org/files/pdf/KRG_2020_last_english.pdf 
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The Inflation of the Public Sector  

As discussed in Sumer & Joseph’s prior chapter, both the Iraqi central government (ICG) 

and the KRG are dependent on oil revenues.6 An estimated 90% of ICG revenues come from oil.7 

Prior to 2014, much of KRG public expenditure was financed by its 17% budget share from the 

ICG, along with its relatively smaller self-managed oil revenues. In 2013, the KRG’s budget share 

was around US$12 billion, which provided funding for government employee salaries and public 

capital investment expenditure. The KRI’s economic growth reached as high as 8% in 2013;8 and 

became a US$26.5 billion economy, with the KRI’s per capita GDP also increasing from 

approximately $800 in 2002 to around $7000 in 2013.9  

The booming economy helped private sector growth prior to 2014, which previously had 

been relatively small compared to the public sector. The KRI started with a small and 

underdeveloped private sector in the early 2000s, but the number of KRI-registered firms reached 

7440 in 2008, 13,216 in 2011, and 20,994 in July 2014.10  Private sector growth was gradually 

contributing to the much needed diversification of the KRI economy, away from oil and gas.11 

Further exploration of new oil and gas fields increased the hopes for regional prosperity, in such a 

 

6 “The Best of Times and Worst of Times: Addressing Structural Weaknesses of the Kurdistan Region's Economy,” 

Erbil: Middle East Research Institute, January 2016, 26. 
7 “Report of the Task Force on the Future of Iraq: Achieving Long-Term Stability to Ensure the Defeat of ISIS,” 

Atlantic Council Rafik Hariri Center for the Middle East, 2017, 10.  
8 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 2.  
9 Kurdistan Review 2016, Special Issue. InvestIn Group in Partnership with Kurdistan Regional Government, May 

25, 2016, 21. https://issuu.com/investingroup/docs/kurdistan-review-2016-se-contents  
10 “The Kurdistan Region of Iraq: Assessing the Economic and 25Social Impact of the Syrian Conflict and ISIS.” 

Washington, D.C: World Bank Group, 2015, 22. 

http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-of-Iraq-assessing-the-

economic-and-social-impact-of-the-Syrian-conflict-and-ISIS.  
11 You may see “The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of the Syrian Conflict 

and ISIS,” 22. 

https://issuu.com/investingroup/docs/kurdistan-review-2016-se-contents
http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-of-Iraq-assessing-the-economic-and-social-impact-of-the-Syrian-conflict-and-ISIS
http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-of-Iraq-assessing-the-economic-and-social-impact-of-the-Syrian-conflict-and-ISIS
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way that the region was often referred to as “the next Dubai.”12 However, the oil and gas sector’s 

contribution to the region’s employment was proportionately small;13 despite the spike in 

economic activity, income generation remained limited to a few sources,14 and remained heavily 

dependent on ICG spending and KRG public spending.15 

The reliance of public expenditures on oil created an environment of highly volatile 

economic growth through the fiscal multiplier.16 The oil dependency not only fostered the 

environment for major boom-bust business cycles, but also fostered a rentier structure for 

economic growth. Rentier states derive their incomes through ‘rent’ (in the form of royalties and 

fees) from indigenous natural resources such as oil and gas.17 Royalties and fees are commonly 

used to strengthen public institutions, and characteristically result in an underdeveloped private 

sector. The dependence of the rentier state on a single natural resource for revenues to support both 

public spending and economic growth becomes problematic when rents decline, and fosters an 

unstable economic climate.18   

This instability was exposed in 2014, when the KRI experienced a crippling financial crisis 

due to declining oil prices, sizable ISIS military gains in Western Iraq, an influx of refugees and 

displaced Iraqis into the region and restriction of fiscal transfers from Baghdad.19 Estimates claim 

that before the crisis in 2014, 85% of Kurdistan’s central revenues were from oil and gas,20 to 

 
12 For example see NickyWoolf. ‘Is Kurdistan the next Dubai?’ The Guardian, 5 May 2010. 
https://www.theguardian.com/commentisfree/2010/may/05/kurdistan-next-dubai-iraq 
13 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” x.  
14 Fahrettin Sumer and Jay Joseph, “The Paradox of the Iraqi Kurdish Referendum on Independence: Contradictions 

and Hopes for Economic Prosperity,” British Journal of Middle Eastern Studies (2018):1-15, 

https://doi.org/10.1080/13530194.2018.1430533 
15 “The Kurdistan region of Iraq - Reforming the economy for shared prosperity and protecting the vulnerable,” 2.  
16 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” xi.  
17 Matthew Gray M..A theory of “late rentierism” in the Arab States of the Gulf, Centre for International and 

Regional Studies (CIRS) Occasional Papers, Georgetown University, 2011, 1.   
18 Oystein Noreng. "The predicament of the Gulf rentier states" In Deniel Heradstveit and Hehge Hveem eds. Oil in 

the Gulf: Obstacles to Democracy and Development. London, UK: Routledge, 2017, 9.  
19 Mark DeWeaver, “Kurdistan’s Great Recession: From Boom to Bust in the Rentier Economy,” 5. 
20 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 2.  

https://doi.org/10.1080/13530194.2018.1430533
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which these revenues continued to sustain the norm of public sector driven growth. The decline in 

these revenues suffocated the KRG’s ability to maintain its public spending patterns. The 

overwhelming budgetary challenges pushed the KRG to cut its public expenditures in several 

areas, including payments to contractors, government capital investment and procurement, and 

government employee salaries. Whereas in 2013 when government expenditures constituted 

around 90% percent of GDP, this declined to 50% of GDP in 2014.21 From 2014, the government 

was unable to meet the existing salaries of its employees resulting in substantial wage cuts across 

the sector;22 a measure which is still widely in place today. Payments of government salaries were 

often delayed,23 and later only a portion of them were paid. Wage and salary cuts ranged from 15% 

(low salaries) to 75% for senior staff salaries and 80% for minister salaries.24  Electricity, fuel, 

water supply, and agricultural subsidies were also cut off. The KRG’s capital investment, for which 

37.5% of 2013 budget was allocated, was also substantially reduced.25 As the economy declined, 

private investment and consumption expenditures also declined.26 Public and private expenditures 

dropped almost 60% and such a sharp drop in aggregate demand deepened the recession in 2015.27  

The KRG responded with several reform measures, some of which had been planned prior 

to 2014; however the crisis created an immediate need for action. In addition to heavy short-term 

borrowing to address the immediate crisis,28 the KRG launched a progressive roadmap for 

 
21 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 9.  
22 Kenneth. M. Pollack. Iraq Situation Report, Part III: Kurdistan. Washington, D.C: Brookings Institution, 2016, 1. 

https://www.brookings.edu/blog/markaz/2016/03/30/iraq-situation-report-part-iii-kurdistan/ 
23 Mark DeWeaver, “Kurdistan’s Great Recession: From Boom to Bust in the Rentier Economy,” 7.  
24 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 9.  
25 You may see “The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of the Syrian Conflict 
and ISIS,” 21, 22, 31.  
26 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 3.  
27 You may see “The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of the Syrian Conflict 

and ISIS,” 30. 
28 “Report of the Task Force on the Future of Iraq: Achieving Long-Term Stability to Ensure the Defeat of ISIS,” 

Atlantic Council Rafik Hariri Center for the Middle East, May, 2017, 10. 
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economic reforms in 2016 which sought to revitalize the local economy.29 The proposed reforms 

included a number of initiatives designed to diversify and strengthen the economy, with one such 

measure being to reduce the size and improve the performance of the overinflated public sector. 

Public sector reforms had been on the government’s agenda for some time,30 a move reinforced by 

the World Bank fiscal reform report in 2016.31 

Despite consensus on the need for transition, progress has been slow, with little evidence 

that this shift has begun to make traction. In addition to private sector roles declining because of 

the financial crisis, private sector transition has been halted because of a variety of socio-cultural 

and psychological factors. There are well documented differences in working conditions and 

performance expectations between the public and private sectors in the KRI. Unlike the 

competitive private sector, government positions were historically awarded in return for political 

support,32 and the management of these positions was disconnected from objective measures of 

productivity and performance. Working standards in both sectors vastly differ, with public sector 

employees enjoying less working hours and high social benefits, and with most private sector 

employees not enjoying these benefits despite their roles demanding better skills and higher 

performance.33 These differences have not only posed a strong disincentive for public sector 

employees to transition to the private sector, but have also weakened the skills and abilities of 

public sector employees over time, subsequently reducing the capacity of the economy as a whole.  

 
29 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 1-

11.   
30 "Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional Government,” 44. 
31 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 3.  
32 Denise Natali. The Kurdish Quasi-State Development and Dependency in Post Gulf War Iraq. New York: 

Syracuse University Press, 2010, 69.  http://www.syracuseuniversitypress.syr.edu/spring-2010/kurdish-quasi.html 
33 “Investing in the Future: Human Capital.” Invest in Group. 2013, p.1. 

http://investingroup.org/review/239/investing-in-the-future-human-capital-kurdistan/ 
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The chapter argues that for such a transition to be successful, concurrent public sector 

reform and private sector development is the foundation and most immediate need in the KRI. 

This involves sizable socio-cultural and psychological barriers that need to be considered. For 

voluntary transition to take place, the assumptions that drive employment and work in the KRI 

need to undergo a radical shift, in addition to the essential upskilling, retraining and reorientation 

process that fosters dramatic career change.   

 

The Tension of Competing Interests and Emerging Systemic Contradictions  

The following analysis for reform is undertaken within a dialectical framework. Dialectical 

analysis has been used by a variety of theorists such as Carr (2000), Omanović (2009) and Seo and 

Creed (2002) to understand societal level dilemmas. Dialectic analysis is an ontological and 

epistemological viewpoint whereby social construction underpins the formations of society and its 

institutions. Within our socially constructed world, different people groups have varying interests 

and assumptions which are the basis for action. Often the interests, assumptions and actions of 

certain groups are paradoxical to one another, subsequently creating tension among societal 

entities. Within a social system, the dominant viewpoint is known as the thesis, whereas the 

assumptions of the minor groups which oppose the thesis is termed the antithesis. The thesis and 

antithesis often appear paradoxical, with no apparent compromise or middle ground, which is the 

starting point for systemic tension.  

The goal of dialectically analysing paradox is to find opportunities for the synthesis of 

interests and overall resolution to the dilemma. Synthesis breaks down the assumptions of 

opposing groups, and moves these once mutually exclusive groups into a new social formation in 

which the interests of each group becomes compatible. The following is a dialectical positioning 

of the public sector reforms in the KRI (Figure 1).  
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Figure 1: Contradictions of the KRG Public Sector Reforms 

  

The model outlines the dominant view by the KRG that public sector reforms are required 

in order to balance the central budget. The interests of the KRG are posited as opposed to public 

sector employees, who as benefactors of long term public sector mismanagement, desire to remain 

in public sector employment. The model outlines the dominant view by public servants that secure 

public sector employment is a preferred employment pathway, as well as an assumed personal 

right based on historical factors that led to employment. This view has been fostered by a number 

of factors including the historical preferential treatment that the public sector has received, 

however also the role that prior political parties have played in the inflation of the public sector. 

Although the KRG is viewed here as the central governing body responsible for managing the 

central budget, the reality in the KRI is that this governing body is made up of several political 

parties, some of which have previously exercised patronage and used the public sector as a form 

of entrenchment. Through these historical interactions, the dominant view of public servants is 

that long term employment in the sector is a an assumed right, far from the thesis of the scenario, 



 9 

which sees the long term interests of the KRG lodged in the need for widespread transition in order 

to bring efficiency to the economy.  

As with any paradoxical scenario, maintenance of the paradox creates systemic 

contradictions, to which contradictions are defined as issues that can potentially lead to systemic 

failure. In his analysis of capitalism, Marx’s prediction was that the interests of the working class 

would erupt into a takeover, subsequently overthrowing the capitalist system which was previously 

opposed to their interests. The analysis of the KRI’s public sector also holds potential 

contradictions, which if left unchecked, could lead to widespread disruption within the region as a 

whole.  

 

Contradiction 1:  Maintaining growth through public spending is a long term threat to the economy 

With the public sector remaining the primary contributor to the KRI’s economy, 

maintaining economic growth through public sector spending presents a long term threat to the 

KRG’s economy.  

The dependence of a rentier state on natural resource revenues to support both public 

spending and economic growth becomes problematic when rents decline. The 2014 crisis saw a 

number of financial indicators associated with public spending fall dramatically, including debt to 

contractors in 2014 rising to levels that matched the entire central budget, total government 

investment in 2015 falling to around 10% of that in 201334 and cuts to public sector salaries which 

remain in place today.35 The recent independence referendum and subsequent action taken by 

Baghdad has placed additional pressure on rents, with the KRI losing all Kirkuk oil fields and 

 
34 "In Best of Times and Worst of Times: Addressing Structural Weaknesses of the Kurdistan Region’s Economy." 

Erbil: Middle East Research Institute, January 2016, 17.  
35 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 3. 
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several fields in the West of the region, further restricting the ability for the public sector and wider 

economy to function.36  

With declining rents and central budget reserves running low, maintaining public spending 

at current rates threatens economic collapse in the KRI. Without a productive adult workforce in 

the region, this risk continues to exist. As a standalone region, the ability to escape this reality 

appears unlikely in the short term. With the loss of key oil regions following the 2017 

independence referendum, the rents that could have been used to help transition the workforce to 

more productive patterns has been lost, and as an independence economy, the KRG is now faced 

with the impossible reality of either maintaining public spending (most likely through dramatically 

increased debts), or cutting spending and subsequently plunging the economy into further 

economic turmoil. Considering the high percentage of the KRI workforce employed in the public 

sector, the reliance of the economy on public spending, and the intricate connection between public 

sector roles and support for political parties,37 it seems unlikely in the short term that dramatic cuts 

in public spending would occur. Therefore, as an independent economy, the contradiction looks 

set to remain.  

The only avenue out of this contradiction in the short term is viewing the KRI as a state 

within the federation of Iraq. On this basis, the restoration of transfers from the central government 

in Baghdad offer a lifeline to the KRG. Post-referendum and after the retaking of the disputed 

territories by ICG forces, the ICG moved to restructure the central budget. Central transfers are 

planned to be restored, however the proposed budget share rate is due to be reduced from the 

constitutionally allocated 17% down to 12%. Although these fiscal transfers would provide an 

 
36 Fahrettin Sumer and Jay Joseph. “The Paradox of the Iraqi Kurdish Referendum on Independence: Contradictions 

and Hopes for Economic Prosperity,”1-15. 
37 Denise Natali. The Kurdish Quasi-State Development and Dependency in Post Gulf War Iraq. New York: 

Syracuse University Press, 2010, 69.   
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avenue which, if used correctly, could help the KRG’s transition to an enterprise based economy, 

it arguable increases the KRI’s reliance on the central government. This, along with increased 

measures by the ICG to limit the autonomy and powers of the KRG post-referendum would aid in 

eliminating the prospect of a future independent state.  

 

Contradiction 2: Economic reform measures can lead to largescale unemployment 

The second contradiction concerns the thesis of reform, which prescribes the largescale 

transition of public servants into the private sector. Forceful displacement of public sector 

employees may help the KRG’s central budget in the short-term, but can lead to unemployment 

and further unproductive outcomes for the economy. Mass unemployment has been an issue 

associated with privatization measures across the world with multiple cases throughout Eastern 

Europe, Africa and South America.  

There are several cases of mass unemployment following privatization and centralisation 

efforts in other states. Serbia underwent intensive privatization post-2000, to which some 

economic indicators showed positive results. From 2002-2010, privatized firms increased their 

value 47% and annual GDP grew (from 2001-2008) at around 5.4% annually, however this 

occurred through largescale layoffs, in addition to a number of privatization projects failing (an 

estimated 26%).38 This compounded the issue of unemployment, which by 2005 was at 26.2%, 

and remained at 23.7% by 2011.39  

Some studies go as far as outlining that privatization efforts, which are designed to 

transition public sector employees to private employment, by design reduce aggregate employment 

 
38 Ivan Stošić and Srđan Redžepagić and Zvonko Brnjas. "Privatization, restructuring and unemployment: the case 

of Serbia." In Jovan Zubović and Ivana Domazet, eds. New challenges in changing labour markets. Belgrade: 

Institute of Economic Sciences, 2012, 355. http://ebooks.ien.bg.ac.rs/154/ 
39 Ivan Stošić and Srđan Redžepagić and Zvonko Brnjas. "Privatization, restructuring and unemployment: the case 

of Serbia," 360.  
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leading to inevitably high unemployment rates. The manufacturing industry in Brazil is one 

example, whereby retrenchment efforts took place from 1990-2002, which saw productivity of the 

sector increase more than six fold.40 Surprisingly, unemployment year-on-year increased at an 

almost identical rate, suggesting that growth is unequivocally linked with unemployment. Other 

cases suggest that unemployment spikes are only temporary, such as the case of Mozambique in 

the 1990’s, where privatization led to short term unemployment; however after a decade ended in 

a 40% increase in private sector employment.41 Despite these varying results, there is general 

consensus that rapid transition processes can lead to widespread unemployment,42 while fostering 

other social and inequity issues within the employment market.43  

 Similarly, indicators suggest that the unemployment from economic reform could be severe 

in the KRI. The Middle East Research Institute (2016) states that if the public sector is excluded 

from regional employment calculations, the proportional unemployment rate sits at 19%, 

demonstrating an already high competition for private sector jobs and potential reliance on foreign 

labour. The institute states that both the formal and informal private sector cannot absorb the 

current demands of the labour force; a phenomenon which is due to intensify, considering that 

50% of the population is under 20 years of age and will soon be seeking employment. It is expected 

that due to the young age demographic, between 850,000 and 1.1 million people will be entering 

the workforce and seeking jobs in the next 20 years, meaning that 43,000 – 54,000 jobs need to be 

 
40 Armando Castela Pinheiro.  Privatisation, Restructuring and Employee Retrenchment in Brazil: Issues and Policy 

Responses. Presented at the Privatisation, Employment and Employees, Istanbul, Turkey, 2002, 8. 

https://webcache.googleusercontent.com/search?q=cache:XXKEspuWQw4J:https://www.oecd.org/daf/ca/corporate

governanceofstate-ownedenterprises/2410763.ppt+&cd=7&hl=en&ct=clnk&gl=iq&client=firefox-b-ab 
41 Ernest Harsch. Privitization Shifts Gears in Africa. Africa Recovery. New York, NY: United Nations, 2000, 14. 
http://www.un.org/en/africarenewal/subjindx/subpdfs/141priv.pdf 
42 Gentile, Michael. "Mass Privatisation, Unemployment and Mortality." Europe-Asia Studies, 64(4), 2012, 785. 

https://doi.org/10.1080/09668136.2012.673249 
43 Saul Estrin & Adeline Pelletier. Privatization in Developing Countries: What are the lessons of experience? 

London: London School of Economics, 2015, 39.  

https://assets.publishing.service.gov.uk/media/57a08977ed915d3cfd000264/Topic_Guide_Privatisation_Nov.pdf 
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created per year to keep up with the demand.44 If largescale displacement from the public sector is 

added to the equation, unemployment is expected to increase, which could lower the productivity 

of the overall economy and create additional financial strain on the central budget.  

 

Contradiction 3: Economic reform measures can foster social unrest and economic disruption 

The third contradiction states that the displacement of public sector roles can lead to social 

unrest and economic disruption. From 2014 to 2017, public sector employees have had a 15% to 

75% wage reduction,45 and during the same period poverty rates have risen from 3% in 2013 to 

12% in 2016.46 High unemployment and poverty rates are key drivers of social unrest and political 

instability,47 a case which has been seen across other transitioning economies.  

Social unrest that comes from employment transition can lead to severe social 

consequences for a state. Following two waves of privatization in Bolivia in 1992 and 1994, mass 

riots broke out in the face of increasing unemployment across the country to which the government 

declared a state siege.48 Protests continued in 1999 as the government pushed forward with 

privatization measures,49 with November 2000 seeing protests responded to by the government 

deploying almost 100,000 troops who used tear gas, beatings, and bullets against protesters, which 

 
44 "In Best of Times and Worst of Times: Addressing Structural Weaknesses of the Kurdistan Region’s Economy." 

Erbil: Middle East Research Institute, January 2016. http://www.meri-k.org/wp-content/uploads/2016/01/MERI-

Economic-Report-January-2016-2.pdf; “Investing in the Future: Human Capital.” Invest in Group. 2013, p.1. 
45 Kenneth. M. Pollack. Iraq Situation Report, Part III: Kurdistan, 1.  
46 Mark DeWeaver, “Kurdistan’s Great Recession: From Boom to Bust in the Rentier Economy,” 4.  
47 Anas Alhajji. Privatization and employment: Evidence from developing countries and its implications For Iraq 

(No. 46). Iraq: MEES, 2003, p.1. http://www.mafhoum.com/press6/167E13_fichiers/a46n43d02.htm 
48 Tanya Kapoo. "Is Successful Water Privatization a Pipe Dream?: An Analysis of Three Global Case Studies."Yale 
Journal of International Law, 40, 2015, 164. https://doi.org/https://cpb-us-

w2.wpmucdn.com/campuspress.yale.edu/dist/8/1581/files/2016/09/40-1-kapoor-successful-water-privatization-

1jtbxko.pdf 
49 Willem Assies. "David versus Goliath in Cochabamba: Water Rights, Neoliberalism, and the Revival of Social 

Protest in Bolivia." Latin American Perspectives, 30(3),2003, 14–36. 

https://doi.org/10.1177/0094582X03030003003 

http://www.meri-k.org/wp-content/uploads/2016/01/MERI-Economic-Report-January-2016-2.pdf
http://www.meri-k.org/wp-content/uploads/2016/01/MERI-Economic-Report-January-2016-2.pdf
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eventually led to a state of emergency being declared across the nation.50 To various degrees, such 

scenes have been witnessed across the world following transitional measures, and this 

contradiction is something that could also occur in the KRI.  

Kurdistan has already been showing signs of social unrest, with public sector employees 

staging continuous protests, mainly in Sulaimani, since 2014 in response to ongoing salary cuts. 

Although protesting in what is essentially the opposition stronghold of Kurdistan is not 

uncommon, March 2018 saw the first notable protests against the KRG in the region’s capital, 

Erbil, since the financial crisis began. Discord in the autonomous region has shown no signs of 

decreasing, to the extent that ICG commanders, who had recently confronted and removed 

Peshmerga forces from disputed areas, stating that they would step in to “defend” the Kurdish 

people during anti-government protests.51 Promoting further unrest through the displacement of 

public sector roles in an effort to recover the KRG’s central budget could ignite an already sensitive 

social environment in the region.  

 

Examining the Premise of Tension  

The tension between the positions of the KRG and public sector employees is a result of 

historical social construction that has developed unique norms and social practices within the KRI. 

In order to eliminate tension between the KRG and public sector employees, the assumptions 

which underline the tension require examination and revision. Conjointly, both public servants and 

the KRG are the focus of this analysis (Figure 2), to which a number of assumptions are identified 

and discussed.  

 
50 Tanya Kapoo. "Is Successful Water Privatization a Pipe Dream?: An Analysis of Three Global Case Studies."Yale 

Journal of International Law, 40, 2015, 167. 
51 Mohamed Mostafa. “Iraqi military command ‘ready to defend Kurdish people’ amid protests.” Iraqi News, 

December 19, 2017, 1. https://www.iraqinews.com/iraq-war/iraqi-military-command-ready-defend-kurdish-people-

amid-protests/ 
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Figure 2: Assumptions of Public Sector Employees  

 

These assumptions represent a culmination of factors that provide a socio-cultural barrier 

to transition. Although the assumptions of the private sector are being targeted, indicating that only 

public servant employees are required to undergo socio-cultural and psychological transition, the 

model places the responsibility of this activity on the KRG. The KRG has been responsible for 

historical factors that led to the public sector’s unproductive conceptions of work. It is therefore 

the duty of the KRG to lead social reform; which as discussed, starts within the power structures 

of the government itself. As noted prior, social reform widely excludes the required advancements 

needed in the private sector to derive a thriving industry that can provide employment 

opportunities for transitioning workers. In support of these wider macroeconomic shifts, the 

following analysis addresses the potential social barriers of transition that would stop public sector 

employees transitioning to the private sector.  
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Assumption 1: Employment is Linked to Social Allegiance  

The inflation of the public sector is based on historical corruption and ineffective 

management practices, with past governments using public sector positions as a means to gain 

political power.52 Following the example of the gulf states,53 the wasta (‘connections’) based 

public sector in Kurdistan was widely used as a mechanism to maintain power through 

employment patronage; indebting swathes of the population to certain ruling parties in exchange 

for jobs and handouts.54 Coupled with a lack of transparency among most government institutions 

and lack of employment data,55 the ability to maintain accountability among public sector 

managers has proven difficult. These political dimensions themselves build socio-cultural barriers, 

both at the level of government and among the individual workers themselves.  

In several cases across the world, these political dynamics have shown to limit the 

penetration and effectiveness of transition efforts which seek to move economies away from social 

allegiance towards a performance based system. Estrin and Pelletier (2015) outline these dynamics 

within the African context, which saw three waves of privatization take place across Africa from 

the late 1970’s to early 1990’s. The author describes how the first decade of privatisation saw little 

progress, due to a lack of political commitment, compounded by strong vested interests within the 

government ministries themselves. Similarly, due to political opposition, transition in countries 

like Madagascar was suspended in 1993 due to mismanagement, and the Cameroon saw only 5 of 

the planned 30 state owned enterprises transition during its transition period. Of the countries that 

 
52 Denise Natali. The Kurdish Quasi-State Development and Dependency in Post Gulf War Iraq. New York: 

Syracuse University Press, 2010, 69.   
53 See Oystein Noreng. "The predicament of the Gulf rentier states,” 9.  
54 Christine van den Toorn. The Solution to Iraq’s Political Problems? Better Education. Sulaimani, Iraq: Institute 

of Regional and International Studies, American University of Iraq, Sulaimani,  2014, 1.  

http://auis.edu.krd/iris/staff-publications/solution-iraq%E2%80%99s-political-problems-better-education 
55 Shmuel Abramzon, Nicholas Burger, Peter Glick, Krishna B. Kumar, and Cheryl K. Montemayor, “Calculating 

the Gross Regional Product of the Kurdistan Region-Iraq,” Rand Corporation, 2016, xi, 

http://www.rand.org/pubs/research_reports/RR1405.html. 

http://www.rand.org/pubs/research_reports/RR1405.html
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did engage in the decentralisation of their public sectors, states would often seek to maintain large 

stakes in transitioning enterprises, further reducing the impact of reforms. The entrenchment of 

public sector ownership, assets, and subsequent employment based on political status, therefore, 

creates major barriers for privatization firstly at the level of government.   

The result of these dynamics in the KRI has been the creation of “ghost” employees, 

unsubstantiated allowances, payroll padding and payoffs within a widely corrupted system.56 

Exploratory research states that corruption is common and obvious in the KRI’s public sector, 

which includes a number of activities ranging from:57 

• Corruption in procurement, contracts and government tenders  

• Resource collection and distribution with discounts and benefits granted illegally 

• Bribery and kickbacks in exchange for granting approvals of licenses and permits  

• General bureaucratic corruption in the form of bribery 

• General misuse of government resources for personal gain (including nepotism)  

• Senior officials exploiting positions in office for personal gain 

• Smuggling of illegal money via Kurdish banks, or asset reinvestment 

• Tax and customs evasion 

 

Awareness of such issues and the need to resolve such practices has been a part of the KRG’s 

narrative for some time: 

 
56 Kenneth. M. Pollack. Iraq Situation Report, Part III: Kurdistan, 1.  
57 See A. Ghaffoori. "The role of accounting reform in deterring corruption practices in the Public Sector: A case 

study in Kurdistan region." Journal of Business & Financial Affairs, 5, 2016, 9-14. https://doi.org/10.4172/2167-

0234.1000229 
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“We recognize that enhancing government transparency and citizen engagement are key 

to building and sustaining popular support for programs.”58 

A code of conduct was adopted by the KRG’s Council of Ministers in 2011 to reduce corruption 

and improve the quality of hiring, with an emphasis on transparency and prevention of conflict of 

interest, including anti-bribery provisions for all KRG officials.59 In 2017, the KRG began to adopt 

biometric recording of government employees, however the results of which are yet to be 

determined. Despite this narrative, the entrenched practices that have resulted from a social 

allegiance-based system remain, which has a downstream effect on the psychology of public sector 

employees and their willingness to transition.  

The entitlement psychology of public sector employment is widely established through the 

management practices of the public sector. Once public sector employees secured roles in the KRI, 

it is well documented that the sector lacked basic performance assessments, and that salaries were 

not being rewarded based on productivity.60 Objective measures of success were absent, and the 

KRG has openly admitted that staff remuneration was not matching work done,61 further 

reinforcing cronyism and nepotism over and above competition and performance. Employment 

was therefore based on party, family or tribal allegiances, compared to performance measures 

commonly used in the private sector, further securing the entitlement based system that formed 

the public sector.  

 
58 Qubad Talabani. “Deputy Prime Minister outlines KRG's reform initiatives.” May 5, 2016, 1. 

http://cabinet.gov.krd/a/d.aspx?s=040000&l=12&a=55180 
59 Coralie Pring. "Kurdistan Region of Iraq: Overview of Corruption and Anti-Corruption." U4 Anti-Corruption 
Centre and Transparency International, last modified July, 2015, 6. http://www. u4. no/publications/kurdistan-

region-of-iraq-overview-of-corruption-and-anti-corruption. 
60 Anthony, C. Ross, Moore, Melinda, Hilborne, Lee. H., & Mulcahy, Andrew. W. Health sector reform in the 

Kurdistan region - Iraq: Financing reform, primary care, and patient safety. California: RAND Corporation, 2014, 

xiv. http://www.rand.org/content/dam/rand/pubs/research_reports/RR400/RR490-1/RAND_RR490-1.pdf 
61 "Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional Government,” 44. 
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We present the argument that such factors have fostered an unproductive psychology 

towards work, which is fundamentally at odds with the drivers of voluntary transition to the private 

sector. Public sector workers, who are accustomed to a work environment with low performance 

expectations and have secured roles through social connections, are fundamentally unwilling and 

unprepared to transition to the private sector. A lack of competition in their employment 

experience fosters this point and will undoubtedly have resulted in an eroding of skills and 

capabilities, among other things, that are necessary to be productive in the private sector.  

 

Assumption 2: Uncertainty in the Private Sector  

The financial crisis has created a myriad of issues for entrepreneurs and foreign businesses 

operating in the KRI, reducing trust in government and the local economic system. This lack of 

trust has filtered through to inform workforce preferences, with local companies closing down, 

and foreign organisations leaving, and with employment in the private sector presented as a risky 

career move for working adults.  

The Middle East Research Institute (2016) details that from 2014 the severity of the 

financial crisis in the KRI has left the government unable to pay contractors for outstanding 

invoices. In Sulaimani alone it is estimated that around 1/3 of local contractors stopped operations 

during this period, resulting in a mass foreclosure of many businesses operating in the private 

sector.62 Additionally, foreign oil companies lost confidence in the KRG, who has not covered 

contractual expenses previously promised, with foreign organisations leaving the region due to 

increased uncertainty. Private citizens were also affected by the crisis with the KRG seizing private 

citizen savings deposits from banks in 2015. An already weak financial sector got weaker, and 

 

62 "In Best of Times and Worst of Times: Addressing Structural Weaknesses of the Kurdistan Region’s Economy." 

Erbil: Middle East Research Institute, January 2016. 
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several banks faced a shortage of cash and lack of liquidity. This caused public trust in the banking 

sector to further erode, and overall banking sector activities shrank.63  

Entrepreneurs in the private sector also face a series of challenges, which further instils 

uncertainty. Businesses looking to acquire land are often not able to, with licencing and land titles 

facing similar social allegiance issues as those experienced in the public sector. Previously, authors 

have cited that proper land titling and government recorded sale processes need to be introduced 

in order to fill this need.64Additionally, intellectual property rights are weak in the region, with 

little protection for innovative entrepreneurs to develop business ideas and increase employment. 

Strengthening these will encourage creativity and entrepreneurship,65 however to date there is little 

progress in this area.  

In conjunction with specific economic reform activities, rebuilding trust in the private 

sector is essential for both bringing much needed private sector roles back to Kurdistan, along with 

reforming perceptions around the private sector. Without confidence in private sector employment, 

voluntary transition will remain difficult.  

 

Assumption 3: The Public Sector Offers Greater Employment Security  

Employee uncertainty towards the private sector has been facilitated by a series of KRG 

policies that foster institutional favouritism towards the public sector. These policies have 

established a social framework that has solidified the preference for public sector employment.  

 
63 See for more details You may see “The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of 

the Syrian Conflict and ISIS,” 43; Mark DeWeaver, ‘Kurdistan’s Great Recession: From Boom to Bust in the 
Rentier,’ 9. 
64 Anthony C. Ross, Michael L. Hansen, Krishna B. Kur, Howard J. Shatz, and Georges Vernez, "Building the 

Future: Summary of Four Studies to Develop the Private Sector, Education, Health Care, and Data for Decision 

making for the Kurdistan Region–Iraq," Rand Health Quarterly 3, 2013, 3-4. 
65 Aaron Bartnick. “Obstacles and Opportunities for Entrepreneurship in Iraq & the Kurdistan Region.” Sulaimani, 

Iraq: Institute of Regional and International Studies, American University of Iraq, Sulaimani, 2017, 4, 6, 7.  
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Although for the most part salaries are higher in the private sector, civil service 

employment benefits are superior.66 As of 2013, more than 80% of civil service employees 

received health care, retirement and paid vacation, while less than 20% of private sector employees 

enjoyed these same benefits.67 The World Bank has cited that the social insurance system is 

fundamentally tailored towards the public sector, and is inequitable towards the private sector.68 

The systemic favouring of the public sector is reinforced by social norms, with public sector 

employees expected to work less hours, yet provided with greater job security.69 Public sector 

employees used to work 22% fewer hours relative to the median hours worked in the private sector 

in 2007, and this gap increased to 27% in 2012.  

The result has been that the workforce prefers public sector employment over the 

uncertainties of the private sector. This reality still exists, despite the salary cuts that have been in 

place since 2014:  

“The possibility of a public sector job, with greater job security, benefits, and fewer hours of 

work, raises the reservation wage among the working age population, and limits active job search 

as people wait and queue for openings in the public sector.”70 

Without reform and the establishment of equality between the sectors, the preference for 

public sector employment will remain, further limiting efforts for private sector transition.  

 

Pathways for Synthesis  

The previous analysis shows that without revising the assumptions of public sector 

employment, the contradictions facing the KRG public sector could have dire implications. The 

 
66 Christine van den Toorn. The Solution to Iraq’s Political Problems? Better Education, 1 
67 “Investing in the Future: Human Capital.” Invest in Group. 2013, p.1. 
68 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 10.  
69 “Investing in the Future: Human Capital.” Invest in Group. 2013, p.1. 
70 “The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the Vulnerable,” 15.  



 22 

assumptions introduced represent major barriers for the KRG to overcome. Unlike a practice-based 

view of transition, which is implementation and outcome focused, a dialectical approach seeks to 

implement actions that revise the underlying psychology that underpins the tension, subsequently 

reforming the base assumptions and bringing resolution to the paradox. A revision of assumptions 

brings the thesis and antithesis out of conflict, into a mutually compatible pathway for future 

development (Figure 3). 

 

Figure 3: Dialectically Revising Public Sector Assumptions  

 

Through a series of institutional, policy and dialectical transition strategies, the 

assumptions of public sector employees can be revised. This is facilitated through a number of 

interventions (Table 1).  
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Previous Assumption Reform Activity Revised Assumption 

Employment is linked to social 

allegiance 

Improving the effectiveness of the 

public sector 

Removal of government corruption & 

improved transparency 

Skill & development training 

 

Employment is linked to 

performance 

Uncertainty in the  

private sector 

Measured privatization 

Instilling legal frameworks to foster 

business development  

Confidence in the  

private sector 

 

The public sector offers greater 

security 

 

Policy adjustments, combined with 

improved public sector processes 

Communication strategies about the 

state of the central budget and need 

for reform 

 

Equality between  

the sectors 

 

Table 1: Proposed Measures to Foster the Revision of Assumptions 

 

The following measures are discussed.  

 

Employment Linked to Social Allegiance to Employment Linked to Performance 

Public sector corruption must end before an objective performance-based view of 

employment can be fostered among public sector employees. The KRG has made public 

statements detailing actions to stop corruption, with transparency and fiscal responsibility being a 

key part of the KRG 2020 Vision.71 Biometric registering of public sector employees went into 

place in October 2017,72 however to date figures detailing the level of corruption are yet to be 

released, and it is difficult to predict whether this measure alone will be able to rebuild trust among 

 
71 "Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional Government, 2013, 39.  

http://www.ekrg.org/files/pdf/KRG_2020_last_english.pdf 
72 “KRG’s biometric system exposes thousands of ghost employees.” Rudaw, October 3, 2017, 1. 
http://www.rudaw.net/english/kurdistan/09032017 
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public sector employees. Resolving endemic corruption most likely requires broader political 

changes which would see ministries run autonomously under a functioning democratic 

government, supported by transparent budget allocations, factors which to date elude the KRG and 

further reinforce the wasta system that detracts from a performance-based view.  

While addressing issues of corruption, several measures can be taken by the KRG to 

establish a performance link to employment. This should begin in the public sector itself, with 

performance-based reforms within the ministries providing a useful preparatory step for private 

sector employment. In 2013, the KRG had planned a series of individual-level reforms for the 

public sector, many of which would constitute a gradual change to a performance-based system of 

employment. These reforms included establishing job descriptions, starting staff evaluations, 

reviewing remuneration packages and providing voluntary leave options to facilitate private sector 

participation.73 Although some of these measures have been implemented, this work is yet to be 

completed, and the current article argues that the fulfilment of these reforms would go some way 

toward addressing the additional performance requirements demanded in the private sector.  

Additionally, there will be fundamental skill gaps for transitioning employees, and 

providing proactive training would aid in both filling this gap and inducting staff into performance-

based norms. In 2012, the major market segments outside the public sector were construction 

(18.6%), wholesale and retail trade (9.1%) and home ownership and rental (8.6%).74 Upskilling 

for these sectors will aid transitioning employees and promote entrepreneurial training in emerging 

markets. The KRG has taken steps to fund educational institutions across the region, however 

tailored programs may be required to address the unique needs of public sector workers.  

 
73 "Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional Government,” 44. 
74 Abramzon, “Calculating the Gross Regional Product,” xii.  
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Uncertainty in the Private Sector to Private Sector Confidence  

At a macro level, restoring private sector confidence starts with disestablishing the power 

structures that previously fostered the social allegiance-based system. As with previously cited 

cases, privatization is commonly used to outsource government controlled resources and processes 

to the private sector. Such policies will help the KRG to downsize an over-bloated government 

bureaucracy and immediately increase private sector employment. Even though some public goods 

and services are governmental in their nature, such as the provision of security and defence, areas 

such as production and the provision of utilities and infrastructure may be considered. The private 

sector will be able to boost the efficiency of the provision of public goods, however the pace of 

these transitions, and the social programs and processes that support such measures should be 

considered carefully due to the risk of creating further social unrest in the region.  

Restoring confidence in the private sector also relies on policy reform to maintain the rule 

of law and to create an equal opportunity market in the region. Outside of improving the security 

situation in Northern Iraq that will go some way toward attracting FDI, Sumer and Joseph’s chapter 

highlighted a number of steps that the KRG can take to aid in promoting private sector confidence 

in order to foster a healthy employment market for transitioning public sector employees:  

• Securing adequate legal frameworks with appropriate enforcement: Securing property 

rights and the rule of law, introducing arbitration for commercial disputes, and protecting 

intellectual property  

• Improving business infrastructure: Improvement of basic infrastructure through 

introducing measures such as taxation and increasing access to business financing  
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• Reducing governmental-based corruption: Strengthening the integrity of the ministries, 

removing arbitrary barriers to business entry for small business, ending both internal (e.g. 

salary fraud) and external (e.g. contract fraud, illegal oil sales) corruption 

• Increasing reliable data to inform policy decisions 

 

Restoring confidence in the processes that support the private sector starts with the 

instilment of the rule of law across the region. Although regulatory practices are considered better 

in Kurdistan than in the rest of Iraq, much improvement is still required.75 In parts of Iraq where 

the government is weak, various militia groups fill the vacuum--most notably the concreate 

manufacturing industry in Tuz Khurtu--where militias were taxing manufacturers in place of the 

government itself.76 Property rights and the enforcement of those rights remain weak, which if 

strengthened would go some way towards promoting further entrepreneurship,77 in addition to 

installing appropriate arbitration  processes for investment disputes.78 This coincides with the need 

to reduce commercially-based corruption by eliminating illegal trades such as black market oil79 

and the charging of arbitrary fees by state bureaucracy.80 

Establishing the rule of law, supported by the provision of basic business infrastructure, 

would be major strides in restoring public faith in the private sector. These steps are essential to 

allow an equal playing field for both foreign and local businesses to grow, and would further 

 
75 Mark DeWeaver, “Decentralized Rent Seeking in Iraq’s Post-ISIS Economy: A Warning from the Concrete Block 

Industry.” Sulaimani, Iraq: Institute of Regional and International Studies, American University of Iraq, Sulaimani, 

2017. 
76 DeWeaver, “Decentralized Rent Seeking,” 4.  
77 Aaron Bartnick. “Obstacles and Opportunities for Entrepreneurship in Iraq & the Kurdistan Region,” 4, 6, 7.  
78 Anthony C. Ross, Michael L. Hansen, Krishna B. Kur, Howard J. Shatz, and Georges Vernez, "Building the 

Future: Summary of Four Studies to Develop the Private Sector, Education, Health Care, and Data for Decision 

making for the Kurdistan Region–Iraq," 3,4.  
79 Coralie Pring. "Kurdistan Region of Iraq: Overview of Corruption and Anti-Corruption," 4. 
80 “Report of the Task Force on the Future of Iraq: Achieving Long-Term Stability to Ensure the Defeat of ISIS,” 7. 
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increase employment opportunities. Removing the pessimism towards free enterprise and 

opportunity that has been engrained by the wasta system is essential not only for businesses, but 

for reforming the psychology of public sector employees towards private sector employment. This 

is a necessary and essential step to promote voluntary transition.  

 

The Public Sector Offering Greater Security to Equality between the Sectors 

Policy reform needs to address the inequality concerning social benefits and working 

conditions between the sectors. There are two sides to this coin. Firstly, a preference for public 

sector employees to maintain their current positions is due widely to the fact that the private sector 

lacks the basic social benefits that are enjoyed in the public sector. Secondly, the relaxed conditions 

of public sector employment itself fosters the preference for employees to remain. The latter can 

be addressed through the performance measures mentioned previously, with the prior to be 

addressed through improved policy.  

In order to change the long-standing view that the public sector offers an easier and more 

secure employment pathway compared to the private sector, widespread policy reform is required 

in multiple areas which includes but is not limited to the equivalent establishment of:  

• Healthcare packages for private sector employees  

• Retirement packages 

• General benefits such as holidays and leave 

 

Additionally, communication strategies can help aid in the equalization of the sectors. In 

addition to communication around policy changes and the equalizing of the sectors, details around 

the state of the KRG budget and the need for privatization would notably erode the illusion of the 
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public sector offering long term employment security. At a social level, effective communication 

strategies would help the transition and reduce the expected resistance to such changes.  

 

Concluding Statements  

In reviewing the origins of the social formation of the public sector in the KRI, sole 

responsibility for the ineffectiveness of the sector lies with the KRG, and more specifically, with 

the parties that have controlled public sector management. These actors have not only created an 

unsustainable economic burden, but have also constructed unproductive social norms towards 

work among the Kurds. The prognosis shows a significant divide between the working norms of 

the public and private sectors in the KRI, to which this chapter urges that this divide requires 

bridging in order for a successful transition to take place. This is done through a process of revising 

the assumptions of public sector employees, namely, moving employees to productivity-based 

work norms, restoring confidence in private enterprise, and the KRG establishing equality between 

the sectors. These measures would subsequently reform the assumptions that keep employees in 

the public sector.  

The KRG’s actions play an essential role in this process, and future actions need to consider 

the socio-cultural and psychological aspects of reform. Recent history suggests that the KRG is 

willing to take drastic measures to address short term financial and public sector challenges, which 

the chapter argues can lead to medium and long-term issues such as increased unemployment, 

poverty and social unrest. It is proposed that a more productive avenue for reform is focusing 

initially on improving the public sector itself, which concurrently aids in addressing the budgetary 

crisis, while building preparatory performance-based norms to help public servants eventually 

transition to the private sector. The view developed through the discussion is that gradual change 
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of this kind, which also includes upskilling, communication strategies and the elimination of 

corruption, better prepares public servants for the social changes associated with transition.  

Extending this logic, supporting institutions can also play a role in this transition. The 

higher education system in Kurdistan has grown dramatically since the early 1990’s, with the 

Ministry of Education investing heavily in tertiary education since this time. From 2006 to 2013, 

the Kurdistan Board of Investment allocated $668 million to 16 licenced education projects, with 

there now being 11 private and 13 public universities in the region.81 These, along with other 

educational institutions in the region, can play a role in institutionalizing private sector 

development, in conjunction with the KRG’s plans to transition to the private sector. Additionally, 

non-government actors, who are also contributing heavily to the region following the onset of ISIS 

in 2014, can aid in furthering livelihoods in the private sector. A clear, coordinated effort across 

the essential institutions of the KRI will promote private sector development and help the much 

needed transition in the wider economy.  

 
  

 
81 "Knowledge is Power: Education." Invest in Group, 2013, 1. http://investingroup.org/review/246/knowledge-is-

power-education-kurdistan/ 

 



 30 

Reference List  

 Abramzon, Shmuel, Nicholas Burger, Peter Glick, Krishna B. Kumar, and Cheryl K. 

Montemayor. “Calculating the Gross Regional Product of the Kurdistan Region-Iraq.” 

Santa Monica, CA: Rand Corporation, 2016. 

http://www.rand.org/pubs/research_reports/RR1405.html. 

Alhajji, Anas. Privatization and employment: Evidence from developing countries and its 

implications For Iraq (No. 46). Iraq: MEES, 2003. 

http://www.mafhoum.com/press6/167E13_fichiers/a46n43d02.htm 

Anthony, C. Ross, Michael L. Hansen, Krishna B. Kur, Howard J. Shatz, and Georges Vernez. 

"Building the Future: Summary of Four Studies to Develop the Private Sector, Education, 

Health Care, and Data for Decision making for the Kurdistan Region–Iraq (with Arabic-

language version)." Santa Monica, CA: Rand Corporation, 2013. 

Anthony, C. Ross, Moore, Melinda, Hilborne, Lee. H., & Mulcahy, Andrew. W. Health sector 

reform in the Kurdistan region - Iraq: Financing reform, primary care, and patient 

safety. California: RAND Corporation, 2014. 

http://www.rand.org/content/dam/rand/pubs/research_reports/RR400/RR490-

1/RAND_RR490-1.pdf 

Assies, Willem. "David versus Goliath in Cochabamba: Water Rights, Neoliberalism, and the 

Revival of Social Protest in Bolivia." Latin American Perspectives, 30(3),2003, 14–36. 

https://doi.org/10.1177/0094582X03030003003 

Bartnick, Aaron. “Obstacles and Opportunities for Entrepreneurship in Iraq & the Kurdistan 

Region.” Sulaimani, Iraq: Institute of Regional and International Studies, American 

University of Iraq, Sulaimani, 2017.   

Carr, Adrian. "Critical theory and the management of change in organizations." Journal of 

Organizational Change Management, 13(3), 2000: 208–220. 

https://doi.org/10.1108/09534810010330869 

DeWeaver, Mark. “Kurdistan’s Great Recession: From Boom to Bust in the Rentier Economy.” 

Sulaimani, Iraq: Institute of Regional and International Studies, American University of 

Iraq, Sulaimani, 2016. 

http://auis.edu.krd/iris/sites/default/files/Kurdistan's%20Great%20Recession_0.pdf.  

http://www.rand.org/pubs/research_reports/RR1405.html
http://auis.edu.krd/iris/sites/default/files/Kurdistan's%20Great%20Recession_0.pdf


 31 

DeWeaver, Mark. “Decentralized Rent Seeking in Iraq’s Post-ISIS Economy: A Warning from 

the Concrete Block Industry.” Sulaimani, Iraq: Institute of Regional and International 

Studies, American University of Iraq, Sulaimani, 2017. 

Estrin, Saul, & Pelletier, Adeline. Privatization in Developing Countries: What are the lessons of 

experience? London: London School of Economics, 2015, 1–55.  

https://assets.publishing.service.gov.uk/media/57a08977ed915d3cfd000264/Topic_Guide

_Privatisation_Nov.pdf 

Gentile, Michael. "Mass Privatisation, Unemployment and Mortality." Europe-Asia Studies, 

64(4), 2012, 785–787. https://doi.org/10.1080/09668136.2012.673249 

Ghaffoori, A."The role of accounting reform in deterring corruption practices in the Public 

Sector: A case study in Kurdistan region." Journal of Business & Financial Affairs, 5, 

2016, 1–15. https://doi.org/10.4172/2167-0234.1000229 

Gray, M. Matthew. A theory of “late rentierism” in the Arab States of the Gulf, Centre for 

International and Regional Studies (CIRS) Occasional Papers, Georgetown University, 

2011.   

Harsch, Ernest. Privitization Shifts Gears in Africa. Africa Recovery. New York, NY: United 

Nations, 2000, 8-17. http://www.un.org/en/africarenewal/subjindx/subpdfs/141priv.pdf 

"In Best of Times and Worst of Times: Addressing Structural Weaknesses of the Kurdistan 

Region’s Economy." Erbil: Middle East Research Institute, January 2016. 

http://www.meri-k.org/wp-content/uploads/2016/01/MERI-Economic-Report-January-

2016-2.pdf 

"Investing in the Future: Human Capital." Invest in Group, October 2013. 

http://investingroup.org/review/239/investing-in-the-future-human-capital-kurdistan/ 

Kapoo, Tanya. "Is Successful Water Privatization a Pipe Dream?: An Analysis of Three Global 

Case Studies."Yale Journal of International Law, 40, 2015, 158–182. 

https://doi.org/https://cpb-us-

w2.wpmucdn.com/campuspress.yale.edu/dist/8/1581/files/2016/09/40-1-kapoor-

successful-water-privatization-1jtbxko.pdf 

"Knowledge is Power: Education." Invest in Group, October 2013. 

http://investingroup.org/review/246/knowledge-is-power-education-kurdistan/ 



 32 

“KRG’s biometric system exposes thousands of ghost employees.” Rudaw, October 3, 2017, 1. 

http://www.rudaw.net/english/kurdistan/09032017 

Kurdistan Review 2016, Special Issue. InvestIn Group in Partnership with Kurdistan Regional 

Government, May 25, 2016,  21. https://issuu.com/investingroup/docs/kurdistan-review-

2016-se-contents 

"Kurdistan Region of Iraq: Protesters Beaten, Journalists Detained."Human Rights Watch, April 

15, 2018. https://www.hrw.org/news/2018/04/15/kurdistan-region-iraq-protesters-beaten-

journalists-detained  

"Kurdistan Region of Iraq 2020: A Vision for the Future." Kurdistan: Kurdistan Regional 

Government, 2013, 1–66.  http://www.ekrg.org/files/pdf/KRG_2020_last_english.pdf 

Mostafa, Mohamed. Iraqi military command ‘ready to defend Kurdish people’ amid protests. 

Iraqi News, December 19, 2017. https://www.iraqinews.com/iraq-war/iraqi-military-

command-ready-defend-kurdish-people-amid-protests/ 

Natali, Denise. The Kurdish Quasi-State Development and Dependency in Post Gulf War Iraq. 

New York: Syracuse University Press, 2010.  

http://www.syracuseuniversitypress.syr.edu/spring-2010/kurdish-quasi.html 

Noreng, Oystein. "The predicament of the Gulf rentier states" In Deniel Heradstveit and Hehge 

Hveem eds. Oil in the Gulf: Obstacles to Democracy and Development. London, UK: 

Routledge, 2017, 9–40.   

Omanović, Vedran. "Diversity and its management as a dialectical process: Encountering 

Sweden and the U.S." Scandinavian Journal of Management, 25(4), 2009:352–362. 

https://doi.org/10.1016/j.scaman.2009.09.001 

Pinheiro, Armando Castela. Privatisation, Restructuring and Employee Retrenchment in Brazil: 

Issues and Policy Responses. Presented at the Privatisation, Employment and Employees 

Conference, Istanbul, Turkey, 10-11 October, 2002. 

https://webcache.googleusercontent.com/search?q=cache:XXKEspuWQw4J:https://www

.oecd.org/daf/ca/corporategovernanceofstate-

ownedenterprises/2410763.ppt+&cd=7&hl=en&ct=clnk&gl=iq&client=firefox-b-ab 

Pring, Coralie. "Kurdistan Region of Iraq: Overview of Corruption and Anti-Corruption." U4 

Anti-Corruption Centre and Transparency International, last modified July, 2015. 

https://issuu.com/investingroup/docs/kurdistan-review-2016-se-contents
https://issuu.com/investingroup/docs/kurdistan-review-2016-se-contents


 33 

http://www. u4. no/publications/kurdistan-region-of-iraq-overview-of-corruption-and-

anti-corruption. 

Pollack, Kenneth. M. Iraq Situation Report, Part III: Kurdistan. Washington, D.C: Brookings 

Institution, 2016.  https://www.brookings.edu/blog/markaz/2016/03/30/iraq-situation-

report-part-iii-kurdistan/ 

“Report of the Task Force on the Future of Iraq: Achieving Long-Term Stability to Ensure the 

Defeat of ISIS,” Atlantic Council Rafik Hariri Center for the Middle East, 2017.  

Seo, Myeong-Gu., & Creed, W. E. Douglas. "Institutional contradictions, praxis, and 

institutional change: A dialectical perspective." The Academy of Management Review, 

27(2), 2002: 222–247. https://doi.org/10.2307/4134353 

Stošić, Ivan and Redžepagić, Srđan and Brnjas, Zvonko. "Privatization, restructuring and 

unemployment: the case of Serbia." In Jovan Zubović and Ivana Domazet, eds. New 

challenges in changing labour markets. Belgrade: Institute of Economic Sciences, 2012, 

355-372. http://ebooks.ien.bg.ac.rs/154/ 

Sumer, Fahrettin and Jay Joseph. “The Paradox of the Iraqi Kurdish Referendum on 

Independence: Contradictions and Hopes for Economic Prosperity.” British Journal of 

Middle Eastern Studies (11 February), 2018:1-15. 

https://doi.org/10.1080/13530194.2018.1430533 

Talabani, Qubad. “Deputy Prime Minister outlines KRG's reform initiatives.” May 5, 2016.  

http://cabinet.gov.krd/a/d.aspx?s=040000&l=12&a=55180 

“The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of the Syrian Conflict 

and ISIS.” Washington, D.C: World Bank Group, 2015. 

http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-

of-Iraq-assessing-the-economic-and-social-impact-of-the-Syrian-conflict-and-ISIS.  

“The Kurdistan region of Iraq - Reforming the Economy for Shared Prosperity and Protecting the 

Vulnerable.” Washington, D.C: World Bank Group, 2016.  

http://documents.worldbank.org/curated/en/672671468196766598/in-report 

van den Toorn, Christine. The Solution to Iraq’s Political Problems? Better Education. 

Sulaimani, Iraq: Institute of Regional and International Studies, American University of 

Iraq, Sulaimani, 2014. http://auis.edu.krd/iris/staff-publications/solution-

iraq%E2%80%99s-political-problems-better-education 

https://doi.org/10.1080/13530194.2018.1430533
http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-of-Iraq-assessing-the-economic-and-social-impact-of-the-Syrian-conflict-and-ISIS
http://documents.worldbank.org/curated/en/579451468305943474/The-Kurdistan-region-of-Iraq-assessing-the-economic-and-social-impact-of-the-Syrian-conflict-and-ISIS
http://documents.worldbank.org/curated/en/672671468196766598/Main-report


 34 

Woolf, Nicky. Is Kurdistan the next Dubai?’ The Guardian, 5 May 2010. 

https://www.theguardian.com/commentisfree/2010/may/05/kurdistan-next-dubai-iraq 

 


