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Shia Jihadist State Capture in Iraq

m Michael Knights

s today’s Iraq an example of jihadist governance? I would argue yes.

The militant factions that form the core of the country’s ruling bloc, the

Coordination Framework, are self-confessed members of a transnational
jihadist front known as the “axis of resistance.”* Their objective is to expand the
IslamicRevolutionthatbeganinIranin1979andtoprotectalltheexistingextensions
of their so-called Shia project—the Islamic Republic of Iran, Lebanese Hezbollah,
Yemen-based Ansar Allah, and the Iraqi terrorist groups and militias of the
Coordination Framework.?

Since using judicial capture to manipulate the 2021 election results in Iraq—
turning electoral defeat of the Coordination Framework into victory in forming
the government®*—the Coordination Framework’s subsequent monopolization
of all branches of the Iragi government has been unprecedented in the
country’s post-2003 history.* The Coordination Framework rules with a level of
unchecked authority that Iraq has not seen since the days of Saddam Hussein.
They control the prime minister—the hardworking but inconsequential
public-sector manager, Mohammed Shia al-Sudani, who is openly disparaged
by Tehran’s allies in Baghdad.® The real powers are three warlords, each closely
tied to Iran, at the top of the Coordination Framework: U.S.-designated terrorist
Qais al-Khazali, the head of the Iran-founded Asaib Ahl al-Haq (AAH) militia;®
former prime minister Nouri al-Maliki; and the leader of the Iran-founded Badr
Organization, Hadi al-Ameri.”

The Coordination Framework controls the speakership of the parliament and
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its most vocal and powerful lists, Fatah and State of Law.® The Coordination
Framework controls the judiciary through the militia-captured head of the
courts, Judge Faeq Zaidan.” The conventional military (army, counterterrorism
service, navy, air force) and the intelligence services are being rapidly penetrated
and contaminated by Iran-backed terrorist and militia groups.’® The terrorist-led
Popular Mobilization Forces (PMF)" are a parallel military that has been built on
the model of Iran’s Islamic Revolutionary Guard Corps (IRGC), and they are then
fastest-growing armed force in Iraq.'? Ministry officials are being replaced on
the orders of terrorist and militia groups on a daily basis.!® Governors are being
appointed by the Coordination Framework, including notorious U.S.-designated
terrorists.’* This is a clean sweep of all the centers of power in Irag—except
perhaps the religious authority of Grand Ayatollah Ali al-Sistani, who is aging and
whose power base is under challenge from the Iran-backed terrorist and militia
groups.

For background, readers might wish to explore all the above issues in depth in the
author’s December 2023 report in the West Point Combating Terrorism Center’s
journal CTC Sentinel, “Iraq’s New Regime Change: How Tehran-Backed Terrorist
Organizations and Militias Captured the Iraqi State.”*® A very detailed examina-
tion of the PMF—which remains largely relevant and updated even today—is the
author’s 2020 study Honored, Not Contained: The Future of Iraq’s Popular Mobilization
Forces.1

THE SPECTRUM OF SHIA JIHADIST GOVERNANCE IN IRAQ

In this short analysis, the spectrum of different militia actors will be splayed out
and examined on the basis of their involvement in governance and state capture.
An influential model introduced by Chatham House in February 2021 suggested
that Iragi militias can be categorized as “parochial” (militias focused primarily
on political and economic activities such as Badr and AAH)Y or “vanguard”
(militias focused primarily on resistance activities, such as Kataib Hezbollah,
Harakat Hezbollah al-Nujaba, and Kataib Sayyid al-Shuhada).'®

As Militia Spotlight noted as long ago as an October 2021 CTC Sentinel article,*’
those distinctions are much less apparent when Tehran-backed militias are
investigated in detail. Most of the so-called vanguard are highly active in the
“parochial” business of state capture and asset stripping, including all the
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different wings of Kataib Hezbollah (KH).2° Conversely, there are almost no purely
“parochial” militias within the Coordination Framework: as the authors noted in
their October 2021 CTC Sentinel piece, AAH and even Badr sometimes act more
as “drivers of rhetorical and kinetic escalation due to their domestic political and
factional needs” as self-styled resistance (mugawama) players.

Itis more useful to think of the parochial-vanguard distinction as a sliding scale or
spectrum. At one end, there are less transnational, more parochial terrorist and
militia players who have a very strong focus on governance and state capture—
with the primary objective of asset stripping the state. In Iraq, these include the
most voracious termite-like movements such as Badr and AAH, which have the
best grasp of illicit commercial activities.? At moments of high drama, such as
the current Gaza war, they profess to being passionate members of the axis of
resistance,?? but their involvement in terrorism is nonetheless mostly nonkinetic
—as facilitators, financers, recruiters and rhetorical agitators.??

At the other end of the spectrum are the most transnational, least parochial
terrorist and militia players, who care relatively little about what occurs in Iraqg—
except that the Shia project succeeds. Their involvement in governance can
be very limited, with Nujaba (for instance) only participating in minor ways in
business and ministry functions, and focusing instead on niche parts of the PMF
and penetrating the intelligence services.?*

Interestingly, Lebanese Hezbollah and its Iraqi partners (such as Kataib al-Imam
Ali) are very parochial in the Iraqi environment—focusing almost entirely on
business and state capture, and not at all on counter-U.S. “resistance” opera-
tions.?® Iraq is a cash cow to the Lebanese members of the axis of resistance—
often to the annoyance of Iraqi factions such as Badr.?¢

Irag’s Kataib Hezbollah does not seem to be able to fully make up its mind and
has effectively split into two wings:?” one more parochial and one more vanguard,
though the two remain tightly connected. The more parochial wing, led by Abu
Fadak,?® is focused mainly on controlling the PMF (and its $2.6 billion annual
budget) and developing construction and contracting businesses linked to the
PMF.? The planned Muhandis General Company was one such commercial spin-
off, modeled on the IRGC’s Khatam al-Anbia conglomerate.?° Abu Fadak and Badr
leader Hadi al-Ameri regularly cooperate on business ventures, import customs
evasion, and dollar diversion to Iran.?* At the same time, Abu Fadak’s elite PMF
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intelligence and drones directorates play an important role in terrorist attacks on
U.S. and Gulf Arab targets.?? A KH parliamentary wing, Hoqug, also tends toward
the parochial.?®* AKH and AAH propagandist is the senior media advisor to Prime
Minister Sudani.**

The other wing of KH—led by Abu Hussein®**—has more pronounced vanguard
tendencies, and has undertaken numerous anti-U.S. attacks in Iraq, Syria,
and Jordan before and especially since the Gaza crisis began.*® This wing
has members in parliament and concentrated in PMF units, especially within
security and intelligence roles.?” Where the Abu Hussein wing is involved in
economic activities, they are largely smuggling-related, including illicit oil
exports and real estate scams.3®

IRAQ: GAME-CHANGING CASH COW OF THE IRAN THREAT NETWORK

The sobering reality is that the members of the axis of resistance, or “Iran threat
network,” arguably pose a far more complex and impactful challenge than any
other set of jihadist groups engaging in governance today, largely because of the
raw size of the resources under their control as they take control of the world’s
fifth largest oil producer.?® Instead of setting up small Potemkin caliphates with
miniscule funding capacity,*® the Iran-backed groups penetrate and puppeteer
recognized state structures that have the capacity to borrow on international
markets, sell oil and gas (in dollars), and control sovereign wealth funds.* In
Lebanon and Yemen, the Shia jihadist networks control very distressed econo-
mies,*? while in Iran and Iraq they control world-class energy producers, each
with huge potential in the fields of trade and manufacturing.

Control of Iraq, in particular, is a potential game changer for the Iran threat
network. Mugawama control of Irag’s government—currently without even a
notional sharing of the spoils with Muqtada al-Sadr**—puts the Iraqi militias into
aleague of their own as the economic powerhouse of Iran’s partner forces. Iran’s
longest-serving proxy, Lebanese Hezbollah, and Iran’s newer Yemeni partner,
the Houthi movement, are economic minnows compared to the Iraqi state. The
Coordination Framework-led government’s first budget is the largest in Iraq’s
history: $153 billion in annual spending for three consecutive years, a roughly
50 percent increase from the last authorized Iraqi budget from 2021.** In
contrast, expected spending from a bankrupt Lebanon was under $2 billion in
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2022,* and the country went $72 billion further into debt due to massive financial
losses since 2021. The Houthi enclave in Yemen also has a measly budget of
around $2 billion per year.*

What the Iran threat network just gained is, in effect, a new Iran—but one that
is not sanctioned by the United States. For counterterrorism analysts, the effec-
tive loss of the Iraqi state to Tehran-backed terrorist groups and militias to an
unprecedented degree is pregnant with implications, especially in the fields of
counterterrorism threat financing. In general, the intelligence resources dedicat-
ed to counter-threat financing in Iraq should be greatly boosted because of the
order-of-magnitude increase in the funds that might be available to the axis of
resistance due to the Iran-led bloc’s inheritance of uncontested control of a three-
year program of $459 hillion in approved government spending. In the first year
alone, a terrorist-run Iraq hired over 700,000 civil servants, which is a level of
largesse unavailable at any point to al-Qaeda or the Islamic State.*’

Any major Iraqgi company working in a key industry (e.g., oil exports) that has
received significant contracts since October 2022 should be thoroughly investi-
gated, especially if they previously had no track record in the sector where they
have been awarded work by the Sudani government. Oil smuggling originating
in or passing through Basra’s offshore areas requires very close monitoring by
the United States, because (as noted earlier) the Iraqi government is no longer
effectively keeping watch. Close investigation is warranted in the case of the Iraqi
Oil Tankers Company, the General Company for Ports in Iraqg, and all companies
involved in refining, oil transportation, vessel management, and ship-to-ship
transfers in Iraqi waters.

Another necessary focus area is the project to build a Khatam al-Anbia—-type
conglomerate, perhaps in component pieces initially and with efforts made to
better hide its existence.*® Major company formation (especially when the PMF is
involved), investment licenses, and land grants should all be closely watched by
the U.S. Department of the Treasury, anti-corruption and anti-terrorism watch-
dogs, and citizen journalists.* In particular, great attention should be paid to the
development of PMF- or militia-owned complexes near Iraq’s borders—facing
Saudi Arabia, in western Anbar, or elsewhere probably functioning as large free-
trade zones or logistical transshipment sites but ideal for dual use as advanced
conventional munitions storage and launch locations.*°
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Engagement of Iraqi government organs should be much more carefully vetted
due to extraordinary and accelerating penetration of these agencies by U.S.-
designated terrorist organizations, U.S.-designated human rights abusers, and
U.S.-designated corrupt actors.>® The most important is the need to pay more
attention to the judiciary. Analysts should focus much more effort on Faeq Zaidan
and other senior and midlevel judges, working on a smart assumption that the
late KH head Abu Mahdi al-Muhandis probably did not plant just one seed in the
judiciary (Zaidan) but many.>? U.S. security assistance to Iraqi security forces
must also be reassessed in light of the new and significant mugawama penetra-
tion of agencies such as the Iraqi National Intelligence Service, Counter Terrorism
Service, and Baghdad International Airport.>3

JIHADIST GOVERNANCE IN IRAQ AND GREAT POWER COMPETITION

Jihadist governance can also include foreign policy. From a great power com-
petition perspective, Iraq falling under the control of anti-U.S. forces should be
an issue of great significance and growing interest. The most vocal anti-U.S.
resistance leader in Iraq, Akram Kaabi, is now a welcomed visitor in Moscow
since 2022,>* and the relationship between the Iraqi mugawama and Russia
rapidly bloomed after the mugawama wholeheartedly supported the invasion of
Ukraine.?® The Russian embassy in Baghdad has continually deepened these
ties, particularly since the Gaza crisis began, providing opportunities to exploit
Iragi anger to weaken U.S. “soft power” in Iraqi society. The Iraqi muqawama’s
role in supporting anti-U.S. operations in Syria is an obvious initial point of
collaboration, and at least one effective anti-U.S. attack in Syria—the killing of
an American at the Rmelan Landing Zone in March 2023—has contained hints
of Russian support for a lethal “offset action” to pay the United States back for its
provision of lethal support to Ukraine.>®

More focused on economic fruits, China has also created deep inroads with the
muqawama factions, receiving their support for China’s Belt and Road Initiative
subprojects in Iraq, for Chinese oil-for-infrastructure loans, and for preferen-
tial—often corrupt—Chinese access to energy contracts.?” The Development Road
initiative,*® ports and railroad projects, plus any digital payment, oil barrel
management, and offshore vessel tracking systems should be closely watched as
vectors of Chinese support to Badr and AAH companies, with significant threat
financing potential.>®
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