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T 

he Iraqi Kurdistan 
Regional Govern-
ment (KRG) resisted 
pressure to postpone 
the referendum from 
regional powers — 

Turkey and Iran — and interna-
tional ones, the United States and 
Britain. The KRG was confident 
the referendum would receive 
wide Kurdish support but could 
an independent Kurdish state be 
economically sustainable?

World Bank said federal Iraqi 
government budget transfers 
constituted 85% of the KRG’s 
fiscal revenue. The recent suspen-
sion of transfers obliged the KRG 
to withhold civil service salaries. 
The nascent Kurdish oil industry’s 
estimated share of employment in 
Iraqi Kurdistan is just 1%.

The KRG suffers from the exces-
sive role of the public sector. It is 
the main employer, accounting for 
more than 50% of total employ-
ment and 26% of all non-military 
employment. Salaries, pensions, 
social assistance and subsidies 
(electricity, fuel, water supply and 
agriculture) take more than 50% 
of the budget. Pharmaceutical and 
medical supplies are subsidised by 
the Iraqi Ministry of Health.

The precariousness of Iraqi 
Kurdistan’s fiscal situation reflects 
the volatility of crude oil prices 
and KRG’s supply network. Would 
any future Kurdish state be able to 
control and export Kirkuk crude? 
Would Turkey allow a landlocked 
future Kurdish state to sustain-
ably run crude oil through its only 
export pipeline?

The pipeline, which crosses 
Turkey to the Mediterranean 
and international markets, has a 
capacity of 1.6 million barrels per 
day (bpd). The only other way for 
the Kurdish government to export 
crude is by truck, smuggling small 
amounts of oil to north-eastern 
Iran.

Turkey, however, which is 
concerned about the effect of the 
Kurdish independence move-
ment on its Kurdish minority, 
threatened “tough action” against 
Kurdish interests. Kurds are 15-
20% of Turkey’s population.

Iran is wary, too. Kurds make 
up approximately 10% of its 
population and an armed Kurdish 
party is active in north-eastern 
Iran.

It’s clear Kirkuk will be the new 
battleground. Iraqi Oil Minister 

Jabar Ali al-Luaibi told Reuters 
that Iraqi oil exports averaged 
3.8 million bpd in June and Iraqi 
production totalled 4.3 million 
bpd. The figures include Kurdish 
production of about 520,000 bpd. 
Most of Iraq’s oil production is 
from the Basra governorate and 
other southern provinces.

Kirkuk, where Iraqi oil was first 
discovered, is in the north of the 
country. The population of the 
Kirkuk governorate is a mix of 
Arabs, Turkmen and Kurds. Iraq’s 
Northern Oil Company, a subsidi-
ary of the Iraq National Oil Com-
pany, has operated the Kirkuk 
field in the past few decades.

In 2014, Kurdish peshmerga 
forces ousted the Islamic State 
(ISIS) from Kirkuk and retained 
control of the field. Late in 2014, 
the Kurdish government struck a 

deal with Baghdad to split Kirkuk 
oil revenues. Kirkuk’s reserves are 
estimated at 1 billion barrels, with 
a current production capacity of 
between 200,000 and 300,000 bpd.

Differences between Baghdad 
and Erbil led to a suspension of 
the agreement, so a new deal was 
concluded. The accord is valid 
while Kurdistan remains an inte-
gral part of Iraq.

It maintains the Northern 
Oil Company as operator of the 
Kirkuk field. It allows the Kurd-
ish government to export Kirkuk 
crude along with oil from other 
Kurdish territory. The Kurd-
ish government is required to 
pay Baghdad the value of half 
the Kirkuk exports. These have 
averaged 250,000 bpd or approxi-
mately half the crude exported 
from Kurdish territory.

However, Baghdad has accused 
Erbil of failing to pay the federal 
government what it owes and 
Erbil has accused Baghdad of 
failing to transfer 17% of Iraqi oil 
revenue.

Baghdad has categorically 
rejected the Kurdish referendum 
in Kirkuk, calling it “unconstitu-
tional.” The Iraqi Army is fighting 
ISIS in Shirqat and Hawija, near 
the Kirkuk border.

It’s obvious that oil exports will 
be a dilemma. Whether Turkey 
shuts down the Kurds’ sole pipe-
line remains to be seen. What is 
certain is that Turkey will hold 
out the threat and this may deter 
international oil companies from 
investing in an independent 
Kurdish state.

Could a future Kurdistan ever be viable?
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I 

raqi Kurds in Erbil, the capital 
of Kurdistan Regional Gov-
ernment (KRG), were jubilant 
as they celebrated participa-
tion in the referendum on 

their independence.
Although signs of celebration 

appeared to be more visible in Er-
bil than in the streets of KRG re-
gions of Dohuk and Sulaimaniyah, 
the referendum was undoubtedly 
the main topic of debate for mil-
lions of Iraq’s Kurds.

KRG President Masoud Barzani 
announced in June that the refer-
endum would take place Septem-
ber 25 and insisted on sticking to 
the date despite objections from 
the Iraqi central government in 
Baghdad and regional and interna-
tional pressure.

When the region’s most contest-
ed day knocked on the door, most 
Iraqi Kurds were exuberant.

“This has always been my child-
hood dream. I have been waiting 
for this for a long time,” said Wali 
Haci, a 29-year-old Kurdish man, 
prior to casting his vote in Erbil.

By the time the sun set and the 
referendum committee began 
counting the votes, Iraqi Kurds 
had poured onto the streets of Er-
bil, which were emblazoned with 

KRG flags. Signs of celebrations or 
promotion of independence were 
visible in most streets and neigh-
bourhoods in Erbil.

Ferhad Huner, a 52-year-old 
Kurd, said he could not contain 
his jubilant mood. “This is what 
we have always been waiting for,” 
he shouted as he chanted for inde-
pendence near the Erbil castle.

The referendum passed with 
92% of the vote, the election com-
mission announced, but the inun-
dating international and regional 
pressure on the KRG may swiftly 
sour the mood in the capital.

Neighbouring Turkey and Iran 
have staunchly opposed the for-
mation of an independent Kurdis-
tan.

The Turkish government took 
the case much further than ex-
pressing concern. Turkish Presi-
dent Recep Tayyip Erdogan threat-
ened the KRG with shutting off the 
oil trade, which is the lifeline of 
the Iraqi Kurdish region, and clos-
ing the Habur border gate, another 
staggering blow to Barzani.

The Iraqi Kurdish autonomous 
administration lives on oil trade. 
Selling 600,000 barrels a day, the 
KRG transfers 550,000 of them via 
Turkey. A breakdown of ties with 
Turkey could result in an unprec-
edented crisis for the young KRG.

The Habur border gate at the 
Turkish-Iraqi border could turn 
into another headache for Barzani. 

Shelves at supermarkets and coun-
ters in the bazaars in Erbil are filled 
with Turkish-made products and 
goods shipped via Turkey.

In spite of the buoyancy, people 
were aware of the utmost signifi-
cance of trade with Turkey. “We 
would be finished if Turkey shut 
down the border gate,” said an 
Iraqi Kurdish businessman who 
asked to remain anonymous. “I 
have trucks waiting at the border. 
I would lose millions in dollars if 
the border were to remain closed 
for months.”

Data provided by Turkey’s Min-
istry of Customs and Trade indi-
cated that 1,141,198 trucks passed 
through the gate in 2016.

Mehmet, a Kurd who did not 
wish to give his full name, said 
he was perturbed by the ongoing 
strife. Running a kiosk in Erbil, the 
Iraqi Kurd sighed over the possi-
bility of his business going bust if 
Ankara imposes sanctions. “I am 

fully for the independence but 
sanctions would mutilate us,” Me-
hmet said.

While the Iraqi Kurds are excited 
about independence, they appear 
to harbour deep concerns at the 
same time.

The Iraqi central government’s 
sanctions are also capable of hurt-
ing the KRG. After Baghdad urged 

the KRG to hand over control of 
border posts and airports, it called 
on foreign countries to halt flights 
and deal with the central govern-
ment for other businesses.

KRG Prime Minister Nechirvan 
Barzani admits the reality. “Of 
course, there will be problems. It 
will definitely have a negative im-
pact on the people,” said Barzani 
about sanctions.

The KRG stressed that it sought 
dialogue and negotiations and that 
the referendum had not drawn any 
borders.

In such an environment where 
the pressure mounts on the au-
tonomous region economically 
and politically, the KRG may have 
a mountain to climb before realis-
ing “the childhood dreams” of mil-
lions of Iraqi Kurds.
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On tenterhooks. Iraqi Kurds wave the Kurdish flag as they celebrate the independence referendum in 
the streets of Erbil, on September 27.                                                                                                                      (AFP)

On a tightrope. A worker walks on top of an oil tank at Turkey’s 
Mediterranean port of Ceyhan.             (Reuters)
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