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I INTRODUCTION

Iraq was hopeful when it imagined preparing itself as an
“investment cake” under the new Investment Law. Following
investment environment reforms,' Iraq opened the doors of its economy
to foreign investors.” However, as some foreign investors flowed in and
commenced “eating” the cake, they were disappointed to find it sugar-
free, not sweet and sugary as most would prefer.” What then would be

1. See SAMI SHUBBER, THE LAW OF INVESTMENT IN IRAQ 5-6 (2009).

2. lIraq has made significant progress in the reconsiruction of its cconomy, and
investors have shown considerable interest in the country, as evidenced by the influx of
Chinese investors in the past few years. In fact, recent statistics show that the number of
foreign investments doubled in 2010, as investors swarmed into the Middle Eastern country
o cash in on investment opportunities arising from Iraq’s stabilitiy. More positive resulis
are being reported by westem news agencics, as evidenced by Newsweek Intemational’s
(London) following assertion: “Civil war or not, Iraq has an economy, and—mother of all
surprises—it's doing remarkably well. Real estate is booming. Construction, retail and
wholesale trade sectors are healthy, too, report by Global Insight in London. The U.S.
Chamber of Commerce reports 34,000 registered companies in Iraq, up from 8,000 three
years ago. Sales of second-hand cars, televisions and mobile phones have all risen sharply.
Estimates vary, but one from Global Insight puts GDP growth at 17 percent last year and
projects 13 percent for 2006. The World Bank has it lower: at 4 percent this year. But, given
all the attention paid to deteriorating security, the startling fact is that, Iraq is growing at
all.” See generally WORLD BANK, MIDDLE EAST AND NORTH AFRICA REGION, REBUILDING
TRAQ: ECONOMIC REFORM AND TRANSITION (2006).

3. Considering the investment needs in Iraq, investment opportunities are myriad
across sectors in the Iraqi cconomy. In this respect, the Iraqi Government has availed
investment_opportunities across sectors  including construction, industry, agriculture,
tourism, housing, communications, and health care. Leading investment companies still
have a tendency to invest in the energy sector, particularly as proven by the fact that Iraqi
reserves of oil stand at 115 billion barrels. On the basis of these figures, Iraq ranks 2-3
worldwide with the largest proven amount of reserves. There are also indications that Iraq
has 45-100 billion additional barrels in its western desert, which remain undiscovered.
Furthermore, Iraq’s discovered oil reserves amount to 10% of the world’s total reserves.
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the result?

Certainly, other investors would receive a “warning” notice that
the Tragi “cake” was not only free of sugar, but also salty. The following
question would be raised here regarding the multi-white-powder cakes
in a warehouse: which of them has sugar?

The thesis of this article is that ten years of Iragi and international
efforts’ to encourage foreign investment have failed and that foreign
investment in Iraq remains limited to the extent of foreign investment
flows amounting to USD 1.617 billion, as of 2011.°

The path to investing in Iraq is still full of obstacles because
reforms have not been addressed. For example, a number of old laws do
not meet minimum international standards, yet they remain in force.
Moreover, national infrastructure is not up to acceptable standards, and
foreign investors must comply with administrative red tape. Despite
other recently emerging challenges, as described by this article’s
analysis below,’ some writers argue that there are sufficient existing
Jjustifications for forei%‘n investors to come to Iraq and initiate a
harvesting of dividends.

Iraq has natural gas (“NG”) reserves as well. Available information indicates 112 tillion
cubic feet NG reserves in Irag, thus placing Iraq at the tenth position worldwide in terms of
largest NG reserves. Potentially, additional NG reserves amount to 275-300 trillion cubic
feet along with large amounts of other metals including phosphate, sulphur, and iron.  See
Top Ten Reason to Invest in Irag, REPUBLIC OF IRAQ NATIONAL INVESTMENT COMMISSION,
available at hitp://investpromo.gov.iq/why-iraq/ (last visited Oct. 30, 2013).

4. See ORGANIZATION FOR ECONOMIC COOPERATION AND DEVELOPMENT, SUPPORTING
INVESTMENT POLICY AND GOVERNANCE REFORMS IN IRAQ 8 (2010). The Iraqi Government is
at the forefront in spearheading reconstruction efforts in Iraq, but support is being provided
by other investment partners such as the U.S. through the U.S. Chamber of Commerce,
which is also channeling funds toward improving reconstruction efforts in Iraq. /d.

5. UNCTAD, WORLD INVESTMENT REPORT UNITED NATIONS 171 (2012)

6. See generally Clarence M. Dass, Adventure Capitalizing in Baghdad: An
Entrepreneurial Approach to Reconstructing Iraq, 4 ENTREPRENEURIAL Bus. L.J. 157
(2010); Ned Parker, The Iraq We Lefi Behind: Welcome to the World’s Next Failed State, 91
FOREIGN AFF. 94 (2012); Antony Blinken, Is Irag on Track? Democracy and Disorder in
Baghdad, 91 FOREIGN AFF. 152 (2012); Christopher J. Coyne & Adam Pellillo, Economic
Reconstruction Amidst Conflict: Insights from Afghanistan and Iraq, 22 DEF. & PEACE
ECON. 627 (2011); CHRISTOPHER J. COYNE, The Economic Reconstruction of Irag (2010),
available at htp://papers.ssm.com/sol3/papers.cfm?abstract_id=1550867 (last visited Oct.
30,2013).

7. David Grantham argues that the calculation of profits outweigh risks for foreign
investment companies in Iraq. See David Brent Grantham, Calculated Risk: The Advance of
10Cs and NOCs Into the Iragi Investment Theater, 3 J. WORLD ENERGY L. & BUS. 315
(2010) [hereinafter Grantham, Calculated Risk); See generally Judith Richards Hope &
Edward N. Griffin, The New Irag: Revising Iraq’s Commercial Law is a Necessity for
Foreign Direct Investment and the Reconstruction of Irag’s Decimated Economy, 11





