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Abstract 

This research sets out to investigate the links between natural resources and sovereignty. The 

existing scholarly literature shows that the links between natural resources and various dimen-

sions of sovereignty have been largely overlooked. This thesis uses the concept of de facto 

statehood as its primary theoretical framework. This research employs a single-case study of 

the Kurdish de facto state to examine the oil sovereignty nexus between 2003 and 2019. It 

argues that the conflict over oil resources between the KRG and the Iraqi government is very 

difficult to resolve because it revolves around sovereignty rather than just financial interests. 

The findings of this research suggest that natural resources have a paradoxical impact on the 

sovereignty of the KRG. On the one hand, the KRG’s sovereignty was strengthened by the 

high oil price between 2003 and 2013. On the other hand, the KRG’s domestic and Westphalian 

sovereignty has been undermined from 2014 to 2019 by the low oil price in conjunction with 

other factors. While oil is crucial for the survival of the Kurdish de facto state and its engage-

ment with foreign actors, it does not lead to the creation of a sovereign Kurdish state. The 

findings of this research also have significant implications for the direction of future research 

as they focus on issues such as competition over natural resources, contested sovereignty and 

natural resources as a foreign policy instrument, and also issues that are essential to under-

standing how sovereignty evolves. 

 

Keywords: natural resources, sovereignty, contested sovereignty, legitimacy, recognition, de 

facto state, unrecognized state, resource wars, Kurdistan Region in Iraq  
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Chapter 1. Introduction 

 1.1 Kurds 

The Kurds are estimated to number between 25 to 30 million and live primarily in mountainous 

regions stretching across parts of modern Turkey, Iraq, Iran, Syria and Armenia. Kurds remain 

the world’s biggest ethnic group without a sovereign state.1 The secret Sykes-Picot Agreement 

of 1916 between Britain and France essentially carved up the Ottoman Empire and drew the 

borders of the modern Middle East. After World War I, the 1920 Treaty of Sèvres abolished 

the Ottoman Empire and included the guaranteed establishment of a Kurdish state. However, 

with the rise of Mustafa Kemal Ataturk, the treaty was rejected, and it was later replaced by 

the Treaty of Lausanne of 1923 which excluded all references to Kurdish aspirations for state-

hood. As a result, the Kurds were divided across the newly drawn borders of Turkey, Iraq, 

Syria, and Iran, and have repeatedly revolted against their parent states.2 Iraq has a Kurdish 

population of about 7 million, while the estimated Kurdish population in Turkey amounts to 

16 million. The Kurdish population in Syria is 2 million and Iran is 8 million.3 Thus, the thesis 

has chosen the Kurdistan Region in Iraq as a case study of de facto states in international pol-

itics.  

 1.2 Background on de facto states 

The de facto state literature identifies that at least 34 de facto states emerged following World 

War II.4 The list of de facto states includes Katanga, Biafra, Krajina, Chechnya, Anjouan, 

Tamil Eelam, Rwenzururu Kingdom, Gagauzia, Bougainville, Eastern Slavonia, Ajaria, Aceh, 

Karen State, Kachin State, Taiwan, Mindanao, Northern Cyprus, Western Sahara, Cabinda, 

Casamance, Abkhazia, Kurdistan, Nagorno-Karabakh, Puntland, Somaliland, South Ossetia, 

Transnistria, Republika Srpska, Palestine, Gaza, Eritrea, East Timor, Kosovo and South Sudan. 

 
1 Bahar Baser et al., eds., Methodological Approaches in Kurdish Studies: Theoretical and Practical Insights 
from the Field, Kurdish Societies, Politics, and International Relations (London: Lexington Books, 2019), xiii–
xvi. 
2 ‘The Time of the Kurds’, CFR, 2019, https://on.cfr.org/1Q9PWRG. 
3 Cengiz Gunes, The Kurds in a New Middle East: The Changing Geopolitics of a Regional Conflict, 1st edition 
(Cham: Springer International Publishing, 2019), 2. 
4 Adrian Florea, ‘De Facto States in International Politics (1945–2011): A New Data Set’, International Interac-
tions 40, no. 5 (20 October 2014): 788–811, https://doi.org/10.1080/03050629.2014.915543; According to Cas-
persen and Stansfield, at least 21 de facto states have emerged since World War II. See Nina Caspersen and 
Gareth R.V. Stansfield, ‘Introduction: Unrecognized States in the International System’, in Unrecognized States 
in the International System, ed. Nina Caspersen and Gareth R. V. Stansfield (London: Routledge, 2012), 4. 
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De facto states achieved domestic sovereignty, but they were unable to obtain international 

legal recognition. For example, Biafra in Nigeria, Katanga in the Democratic Republic of the 

Congo (DRC) and the Rwenzururu Kingdom in Uganda all emerged as de facto states in the 

1960s and 1970s. Some have since managed to become recognized states, others have disap-

peared and been forcibly or peacefully reincorporated into their parent state, and others still 

continue to function as de facto states. For example, according to Adrian Florea’s recent work, 

since 1945 only 18 de facto states are in existence as of the end of 2011. Only four de facto 

states have managed to become recognized states such as Eritrea, East Timor, Kosovo and 

South Sudan, and more than ten have disappeared such as Katanga, Biafra, Krajina, Chechnya, 

Anjouan, Tamil Eelam, Rwenzururu Kingdom, Gagauzia, Bougainville, Eastern Slavonia, 

Ajaria and Aceh.5 Thus, the Kurdistan Region in Iraq continues to function as de facto states 

since 1991. 

1.3 The KRG and sovereignty over natural resources 

After the demise of the regime of Saddam Hussein, the Kurdish leadership’s attempt to further 

consolidate the KRG’s sovereignty through control over oil reserves in the Kurdistan Region 

and in disputed territories of Iraq took place in three phases: the drafting of the constitution; 

the KRG’s 2007 Oil and Gas Law; and monetization and independent export. These led to the 

conflict between the KRG and the federal government over natural resources. As a result, 

scholars have offered varying explanations for the KRG’s unilateralism with regard to control 

over, and exploitation of, oil reserves.  

 
The ‘greed versus grievance’ theory provides competing arguments for explaining wars 

that involve competition over natural resources. The ‘greed’ argues that economic incentives 

encourage separatists to revolt against their central government to enrich themselves and their 

followers.6 Nevertheless, proponents of grievance-based motivations argue that horizontal in-

equalities are a powerful cause of wars.7 The KRG case serves to enhance our understanding 

by unpacking the black box of relationship between natural resources, interstate conflict and 

 
5 Adrian Florea, ‘De Facto States: Survival and Disappearance (1945–2011)’, International Studies Quarterly 
61, no. 2 (June 2017): 337–51, https://doi.org/10.1093/isq/sqw049. 
6 Paul Collier and Anke Hoeffler, ‘Greed and Grievance in Civil War’, CSAE Working Paper, WPS 2002-01, 
2002, 44. 
7 Frances Stewart, ‘Horizontal Inequalities as a Cause of Conflict’, Bradford Development Lecture, University 
of Bradford, UK, 2009. 
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sovereignty. The ‘greed versus grievance’ theory has been applied frequently to the unliteral 

control of natural resources by the Kurdish leaders.8  

 
Neither the presence of greed or grievance is sufficient to understand the conflict be-

tween Erbil and Baghdad.9 The oil grievance is also not enough to explain the role of oil in the 

conflict between Erbil and Baghdad. Kurdish grievances against Baghdad’s treatment go back 

to the middle of the twentieth century. Nevertheless, the KRG was open to coordinate with 

Baghdad on other issues (e.g., Erbil and Baghdad’s coordination in the battle for Mosul) despite 

of a widespread opposition to such coordination among Kurdish citizens.10 The greed hypoth-

esis falls short in explaining the KRG’s unilateralism with regard to control over, and exploi-

tation of, natural resources. As a matter of fact, unilateralism did not secure higher revenues 

for the Kurdistan Region. By cooperating with the federal government, the KRG could have a 

better chance of gaining higher earnings as opposed to becoming embroiled in disputes over 

the control of oil resources (which is explained in more detail later in chapter 4).11 Rather than 

accepting or challenging greed and grievance explanations for interstate conflict and war, the 

case of Kurdistan aims to complement the study on greed and grievance by arguing that a more 

comprehensive explanation for the conflict over natural resources between the Kurdish de facto 

state and its parent state is consolidating sovereignty rather than just interests. 

1.4 Research questions  

De facto states have become increasingly significant actors in international politics over the 

past several decades. Therefore, it is important to study de facto states for at least two reasons. 

First, the increasingly important role of such entities is evidenced by their impact on the global 

 
8 Michael Rubin, Kurdistan Rising? Considerations for Kurds, Their Neighbors, and the Region (Washington, 
D.C: American Enterprise Institute, 2016); Michael Rubin, ‘Is Iraqi Kurdistan a Good Ally?’ (American Enter-
prise Institute, 7 January 2008), https://www.aei.org/research-products/report/is-iraqi-kurdistan-a-good-ally/; 
Kamal Said Qadir, ‘Iraqi Kurdistan’s Downward Spiral’, Middle East Quarterly 14, no. 3 (1 June 2007): 19–26, 
https://www.meforum.org/1703/iraqi-kurdistans-downward-spiral; Hussein Tahiri, The Structure of Kurdish So-
ciety and the Struggle for a Kurdish State (Costa Mesa, CA: Mazda Publishers, 2007), 332–40. 
9 See Syed Mansoob Murshed and Mohammad Zulfan Tadjoeddin, ‘Reappraising the Greed and Grievance Ex-
planations for Violent Internal Conflict’, SSRN Electronic Journal, 2008, https://doi.org/10.2139/ssrn.1116248. 
10 Joost Hiltermann and Maria Fantappie, ‘Twilight of the Kurds’, Foreign Policy, 16 January 2018, https://for-
eignpolicy.com/2018/01/16/twilight-of-the-kurds-iraq-syria-kurdistan/; See Yaniv Voller, ‘Kurdish Oil Politics 
in Iraq: Contested Sovereignty and Unilateralism’, Middle East Policy 20, no. 1 (March 2013): 68–82, 
https://doi.org/10.1111/mepo.12004. 
11 Ibtisam Abdul Latif Muhammad, ‘ اھریثات ىدمو وموس ةكرشراطا جراخ فنلا ریدصت غلابمو تایمكو ناتسدروك میلقا تاقحتسم  

٢٠١٩-٢٠٠٥ ةدملل ةیداحتلاا ةنزاوملا ىلع  [The Dues of the Kurdistan Region and the Quantities and Amounts of Oil 
Exports Outside the Framework of (SOMO) and the Extent of Their Impact on the Federal Budget for the Pe-
riod (2005-2019)]’ (Research Department of the Iraqi Parliament, January 2020), https://drawme-
dia.net/ar/page_detail?smart-id=7707. 



 4 

political economy and in contributing to regional stability or triggering regional conflicts. For 

example, Somaliland annually exports between $600 and $700 million worth of goods to Ethi-

opia.12 Trade turnover between Russia and Abkhazia reached 280.4 million USD (The United 

States dollar) in 2019.13 Regarding contributing to regional stability, the Kurdish de facto state 

in Syria, also known as Rojava, was at the forefront of the battle against the Islamic State of 

Iraq and Syria (ISIS). In spite of their relevance, little is known about the sovereignty conflict 

over the control of natural resources, the impact of natural resources on contested sovereignty 

and the evolution of contested sovereignty. Shedding light on these overlooked issues will pro-

vide a better understanding of the effects of natural resources on contested sovereignty. The 

second reason is that the existing literature, although insightful, does not fully explain the links 

between natural resources and various levels of sovereignty in de facto states. In particular, the 

literature has fallen short in explaining the oil sovereignty nexus of the KRG. 

 
In order to better understand the links between natural resources and various levels of 

sovereignty in de facto states, notably in the case of the KRG, this thesis is guided by three 

main questions that will be answered in chapters 4 and 5. The first question asks: what is the 

link between natural resources and sovereignty? The second question asks: how does the quest 

for sovereignty affect energy policy? The final question asks: how do energy policies affect 

sovereignty, especially when it is contested? To complement these overarching research ques-

tions, this thesis endeavours to answer the following sub-questions: what roles do international 

oil companies play in supporting the KRG to achieve its domestic and foreign objectives? Can 

oil enhance sovereignty? Finally, how does the sovereignty conflict over oil resources between 

the KRG and Baghdad contribute to lack of transparency in the KRG’s oil sector? These ques-

tions are considered to be important in the study’s overall context, and particularly the process 

of data collection provided to answer them.  

1.5 Outline of the argument 

The aforementioned questions have not been adequately addressed by the literature on sover-

eignty, natural resources, and the KRG. Therefore, the findings of the present study, grounded 

 
12 Salem Solomon, ‘Trade Project Builds Somaliland’s Economy; Leaders Seek More’, VOA, 14 February 2019, 
https://www.voanews.com/a/trade-project-builds-somaliland-economy-but-leaders-seek-more-
help/4786416.html. 
13 Helge Blakkisrud et al., ‘Navigating de Facto Statehood: Trade, Trust, and Agency in Abkhazia’s External 
Economic Relations’, Eurasian Geography and Economics 62, no. 3 (4 May 2021): 353, 
https://doi.org/10.1080/15387216.2020.1861957. 
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in the examination of natural resources, sovereignty and the de facto state literature from In-

ternational Relations (IR), lead to the following main hypothesis: the conflict over oil resources 

between the KRG and the Iraqi government is very difficult to resolve because it revolves 

around sovereignty rather than just monetary or technical questions. This hypothesis suggests 

that it is very difficult for the Kurdish de facto state and its parent state to reach a long-term 

agreement because the agreement acknowledges the right to exploit those resources, which 

implies each has to cede some type of sovereignty over the control of natural resources.  

1.6 Aims, objectives and contribution  

The role of natural resources is central in the evolution of the KRG’s sovereignty. Thus, this 

thesis is an initial attempt to investigate the links between natural resources and sovereignty 

through the case study of the KRG. These goals are achieved by researching the following 

objectives: this research seeks to understand causes and consequences of the conflict between 

the KRG and the parent state over the control of natural resources and conflict between two 

political ruling parties in Kurdistan (PUK and KDP) in dealing with resources in other ways. 

This dissertation investigates Kurdistan’s energy strategies, specifically how internal and ex-

ternal influences impact KRG energy strategies. Finally, this research attempts to understand 

the influence of international and regional powers, neighbouring states of Kurdistan and also 

international energy companies on the sovereignty conflict between the KRG and Baghdad 

over the control of natural resources 

 
An extensive review of the existing scholarly literature indicates that the link between 

natural resources and sovereignty (especially contested sovereignty) has been overlooked. 

Thus, this research makes a contribution to different levels of international politics. The first is 

at the theoretical level, specifically the study of natural resources and competition over them, 

in addition to sovereignty, recognition and legitimacy in international politics. The second level 

of contribution involves the theoretical unit of analysis, which is de facto states. The most 

important aspect of this study is the application of this theoretical framework (the mechanism 

between natural resources and Krasner’s four dimensions of sovereignty) in the most compre-

hensive manner to understand de facto states. The final level is applicable in the case of the 

KRG. This study contributes to the existing theoretical framework when examining the KRG’s 

natural resources. Additionally, this study also provides an empirical contribution because the 

KRG as a de facto state serves as an interesting subject of empirical investigation on resource 
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sovereignty, having emerged relatively recently and, most saliently following the collapse of 

the regime of Saddam Hussein in 2003 

1.7 The scope of the research 

Every research project needs to be limited not only by selecting the research question and the 

topic of study, but also by having a suitable time-frame. Longitudinal studies and cross-sec-

tional studies are two different types of research time-frames. The former is used ‘to study 

change and development over time,’ while the latter is ‘a ‘snapshot’ approach where the data 

are collected at one point in time.’14 Choosing the longitudinal time-frame former is more ap-

propriate to the present research project because the sovereignty of the KRG, in all its forms, 

has evolved more slowly over a specific period of time. This research starts after the fall of 

Saddam Hussein’s regime in May 2003 because the KRG was able to independently exploit its 

natural resources. The KRG’s control over oil reserves has affected its sovereignty in a variety 

of manners. The period of research ends on July 2019 when the 9th cabinet of the KRG was 

formed because this cabinet has a different vision towards the energy policy. Kamal Atroshi, 

for instance, has been appointed as a new minister of natural resources. The period of sixteen 

years from 2003 to 2019 has been deemed long enough for the researcher to observe the rela-

tionship between oil and contested sovereignty through the case of the KRG and to focus and 

manage data that is relevant to the case study. 

1.8 Structure of the dissertation 

The thesis consists of six chapters: an introductory chapter, theoretical framework and research 

design chapter, historical background chapter, two empirical chapters on the impact of natu-

ral resources on KRG’s sovereignty, 2003-2019 and the KRG’s energy diplomacy with inter-

national and regional powers: Turkey, U.S., Russia, Iran and Israel and a concluding chapter. 

The following offers a short summary of the chapters, including their central arguments and 

insights.  

 
The first chapter introduces Kurds generally and the background of de facto states. It 

provides a brief overview of the conflict between the KRG and the Iraqi federal government 

over the control of natural resources. It also discusses the research questions, the research aims 

 
14 David E. Gray, Doing Research in the Real World (London: Sage Publications, 2004), 31–32. 
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and contribution, the outline of the argument, the scope of the research, the structure of the 

thesis and a note on terminology.  

 
The second chapter presents the theoretical framework of this research and has two 

sections. The first section has three parts. First, it analyses the terminology of de facto states 

and introduces constructivism in IR as a theoretical framework for the study of de facto states. 

The second part of the section is concerned with analysing the concept of de facto statehood as 

a valid theoretical framework within the IR literature. It then defines the concept of sovereignty 

and legitimacy to better understand the position of de facto states. It elaborates on domestic 

and external factors that shape de facto states. More importantly, it examines the impact of 

natural resources on the sovereignty of de facto states. The third part of the section examines 

the relationships between the resource curse and sovereignty and interstate conflicts that have 

a link to natural resources.  

 
The second section of the second chapter outlines the research design and methodology. 

The case study approach, justification for the use of a single case qualitative study for this 

research, the strengths and limitations of research methodology and the methods of data col-

lection and data analysis for this research study are discussed in this chapter.  

 
The third chapter moves on to discuss the case study, namely the Kurdish national lib-

eration movement from 1918 to 1991. It focuses primarily on the role of oil resources in pre-

venting Kurds from achieving domestic and full sovereignty. It argues that since the creation 

of Iraq as a sovereign state to the emergence of the Kurdish de facto state in 1991, subsequent 

Iraqi governments never ceded control of oil fields in the region to the Kurds or shared their 

revenues with them because either one could have strengthened the sovereignty of the Kurds. 

This section also demonstrates the use of oil as a tool by the Kurdish leadership to attract the 

great power attention and support. The second section of the chapter covers the emergence of 

the Kurdish de facto state from 1991 to 2003. It also pays attention to the post-war economic 

crisis and the illicit oil trade, the Kurdish civil war, the oil-for-food of the program and the 

PUK, and the KDP’s various approaches towards the oil case in the Kurdistan Region. The 

purpose of the second section is to argue that the Kurdish political elite could not exploit oil 

resources in the region until 2003 due to double blockades and contention between the PUK 

and KDP over oil policy, which had weakened the KRG’s domestic sovereignty.   
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The fourth chapter examines, both theoretically and empirically, the relationship be-

tween natural resources and sovereignty through the case of the KRG. It surveys how the con-

trol of oil affects the KRG’s sovereignty in two watershed moments from 2003 to 2013 to 2014 

to 2019. It describes how the Kurdish leadership aspired to consolidate the KRG’s sovereignty 

through control over oil reserves in the Kurdistan Region and disputed areas after the demise 

of Saddam Hussein’s regime. Moreover, this chapter investigates the effects of natural re-

sources on interstate conflicts between the Kurdish de facto state and Iraq. This chapter argues 

that the conflict over oil resources between the KRG and the federal government revolves 

around sovereignty rather than just economic or technical questions. It also discusses the influ-

ence of the sovereignty conflict between Erbil and Baghdad on corruption in the KRG’s energy 

industry. Finally, it examines the effects of contested sovereignty on Kurdish policymakers 

with regard to the KRG’s energy policy and the case of oil in the policy of the ‘status then 

standards.’   

 
The fifth chapter studies the geopolitical dynamics of the KRG’s energy policy with a 

particular emphasis placed on external energy relationships with Turkey, the U.S., Russia, Iran 

and Israel. It discusses the role of oil resources as a foreign instrument in the strategies of using 

earned sovereignty and attracting the support of international and regional powers. It argues 

that Kurdish policymakers overestimated effectiveness of oil as an instrument in the strategies 

of using earned sovereignty and ensuring great-power support to gain support for recognition 

in a quest for statehood. 

 
The sixth chapter concludes by addressing the main research questions, summarizing 

its main arguments and findings and discussing the implications of the findings for existing 

and future research.  
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Chapter 2. Theoretical Framework  

This chapter presents the concept of de facto statehood as a valid theoretical framework within 

the IR literature. This chapter has two main sections. The first section has three parts. The first 

part of the first section analyses the literature on the terminology of de facto states and adopts 

the constructivist approach to study these entities. The second part, theoretically and concep-

tually, situates this thesis within the theoretical framework of de facto statehood as a legitimate 

IR model. It then conceptualises sovereignty and legitimacy to better understand the position 

of de facto states. More notably, it examines the impact of natural resources on dimensions of 

sovereignty of de facto states. It also analyses the role of energy in the strategies of using earned 

sovereignty and attracting great-power support (which is explained in more detail later in the 

chapter). The third part studies the links between the resource curse and various dimensions of 

sovereignty and dynamics between natural resources and interstate conflicts. 

 
 The second section of the chapter presents the details about research design and method-

ology. It presents the single case qualitative study employed in this research and discusses 

strengths and limitations of this approach. This section also discusses details of the research 

process including sampling, data collection and analysis including its limitations.  

2.1 A remark on terminology and the use of the term ‘de facto state’ 

For the sake of clarity, it is important to explain why this thesis has selected to employ the term 

‘de facto state’ with regard to the unit of analysis: the KRG. Scholars have used and generated 

a large number of terminologies and concepts to analyse this phenomenon, ‘contested sover-

eignty,’ which emerged as an apparent subject of interest in the IR discipline after the end of 

the Cold War and the collapse of the Soviet Union and Yugoslavia. The selection of terminol-

ogy has important consequences on how a researcher deals with the subject. 

 
 In 1998, Scott Pegg was the first scholar to systematically introduce the concept of de 

facto states into academic literature of International Relations. It should be noted, however, 

that scholars used the term of de facto state prior to Pegg’s 1998 monograph. For instance, 

Sean Randolph used the term to refer to Taiwan in his 1981 article.15 Michael Gunter used the 

 
15 Sean Randolph, ‘The Status of Agreements between the American Institute in Taiwan and the Coordination 
Council for North American Affairs’, The International Lawyer 15, no. 2 (Spring 1981): 249–62. 
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term in his 1993 article to refer to the emergence of a de facto Kurdish state in northern Iraq.16 

Hussein Adam has referred to Somaliland as a de facto state in his 1994 article.17 However, 

Pegg offered the first systematic definition of a de facto state and introduced a theoretical 

framework in which to separate de facto states from other non-sovereign entities. Pegg uses 

the term de facto states to refer to those secessionist actors that have achieved ‘domestic sov-

ereignty’ and have gone through successful processes of state-building but have largely been 

unable to achieve ‘international legal sovereignty.’18 Nevertheless, although the essential com-

ponents of Pegg’s definition in reference to such actors have been accepted, ensuing academic 

works preferred to refer to them as pseudo-states,19 state-like entities,20 states-within-states,21 

unrecognized quasi-states,22 contested states,23 limbo world,24 informal states,25 phantom 

states,26 unrecognized states27 and proto-states.28 Over time, some of these terms lost their pop-

ularity, and their authors opted to use de facto states instead. There appeared to be a conver-

gence of three key terms throughout time: contested states, unrecognized states and de facto 

states. One would like to reason that Caspersen’s and Kolsto’s use of the term ‘de facto state’ 

would indicate a wider acceptance of it as ‘the most appropriate and most neutral’ term.29 

 
16 Michael M. Gunter, ‘A de Facto Kurdish State in Northern Iraq’, Third World Quarterly 14, no. 2 (1993): 
295–319. 
17 Hussein M Adam, ‘Formation and Recognition of New States: Somaliland in Contrast to Eritrea’, Review of 
African Political Economy 21, no. 59 (March 1994): 21–38, https://doi.org/10.1080/03056249408704034. 
18 Scott Pegg, International Society and the De Facto State (Aldershot: Ashgate, 1998), 37–40. 
19 Vladimir Kolossov and John O’Loughlin, ‘Pseudo‐States as Harbingers of a New Geopolitics: The Example 
of the Trans‐dniester Moldovan Republic (TMR)’, Geopolitics 3, no. 1 (1998): 151–76, 
https://doi.org/10.1080/14650049808407612. 
20 Charles King, ‘The Benefits of Ethnic War: Understanding Eurasia’s Unrecognized States’, World Politics 
53, no. 04 (July 2001): 524–52, https://doi.org/10.1353/wp.2001.0017. 
21 Ian S. Spears, ‘States-Within-States: An Introduction to Their Empirical Attributes’, in States-Within-States, 
ed. Paul Kingston and Ian S. Spears (New York: Palgrave Macmillan, 2004), 15–34, 
https://doi.org/10.1057/9781403981011_2. 
22 Pål Kolstø, ‘The Sustainability and Future of Unrecognized Quasi-States’, Journal of Peace Research 43, no. 
6 (November 2006): 723–40, https://doi.org/10.1177/0022343306068102. 
23 Deon Geldenhuys, Contested States in World Politics (New York: Palgrave Macmillan, 2009). 
24 Graeme Wood, ‘Limbo World’, Foreign Policy, no. 177 (2010): 48–57. 
25 Daria Isachenko, The Making of Informal States: Statebuilding in Northern Cyprus and Transdniestria (New 
York: Palgrave Macmillan, 2012). 
26 Daniel Byman and Charles King, ‘The Mystery of Phantom States’, The Washington Quarterly 35, no. 3 (Au-
gust 2012): 43–57, https://doi.org/10.1080/0163660X.2012.703580. 
27 Caspersen and Stansfield, ‘Introduction’, 3–4. 
28 Bridget Coggins, Power Politics and State Formation in the Twentieth Century: The Dynamics of Recogni-
tion (New York: Cambridge University Press, 2014), https://doi.org/10.1017/CBO9781107239050. 
29 Regarding the most appropriate and most neutral term, see John O’Loughlin, Vladimir Kolossov, and Gerard 
Toal (Gearóid Tuathail), ‘Inside Abkhazia: Survey of Attitudes in a De Facto State’, Post-Soviet Affairs 27, no. 
1 (January 2011): 1–36, https://doi.org/10.2747/1060-586X.27.1.1; Nina Caspersen, ‘Making Peace with De 
Facto States’, in Unrecognized States and Secession in the 21st Century, ed. Martin Riegl and Bohumil Doboš 
(Cham: Springer International Publishing, 2017), 11–22, https://doi.org/10.1007/978-3-319-56913-0_2; Helge 
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However, the academic literature is still unnecessarily split up into a variety of conflicting 

concepts, and the debate on the ‘right’ terminology has not been settled.  

 
While there are still many new terms being used to describe essentially the same phe-

nomena, they have not significantly improved and clarified or added to our understanding of 

these entities. Deon Geldenhuys, for example, argues that the term ‘de facto state’ is ‘problem-

atic’ as it indicates that these actors are ‘denied de jure recognition.’ Conversely, he argues, 

some of these actors have actually been successful in achieving various levels of recognition. 

For example, the Turkish Republic of Northern Cyprus (TRNC) is recognized by Turkey, and 

Kosovo is recognised by far more states than Taiwan. Therefore, Geldenhuys prefers to use the 

term ‘contested states’ because the existence of these actors is not fixed as they have not been 

accepted by all states.30 The term ‘contested state’, wield by Geldenhuys, is favoured by James 

Ker-Lindsay because, as he contends, ‘it captures an important ambiguity in the nature of these 

entities. The contestation can refer to their status on the international stage or to whether they 

are states at all.’31 This essentially means that the term ‘contested state’ places too great an 

emphasis on external sources of contestation, which is irrelevant for this thesis. 

 
Pål Kolsto prefers to add the prefix quasi to the term ‘unrecognized states’ and argues 

that if these actors are able to achieve international recognition as de jure states, many of them 

are certain to become ‘failed states’ or ‘quasi-states’ of the Jacksonian form.32 Kolsto notes 

that the designation ‘quasi-states’ is not always related to international recognition, even recog-

nition appears to be significant, other factors might maintain the existence of these entities.33 

Nonetheless, the term ‘unrecognized quasi-states’ has not gained much attraction in the aca-

demic literature, and Kolsto has given up on it in favour of the word ‘de facto states,’ which at 

the moment is the most often used.34 

 
Blakkisrud and Pål Kolstø, ‘Dynamics of de Facto Statehood: The South Caucasian de Facto States between Se-
cession and Sovereignty’, Southeast European and Black Sea Studies 12, no. 2 (June 2012): 281–98, 
https://doi.org/10.1080/14683857.2012.686013. 
30 Geldenhuys, Contested States, 26. Geldenhuys for the same purpose criticizes the term of unrecognized 
states. 
31 James Ker-Lindsay, ‘Engagement without Recognition: The Limits of Diplomatic Interaction with Contested 
States’, International Affairs 91, no. 2 (March 2015): 268, https://doi.org/10.1111/1468-2346.12234. 
32 Kolstø, ‘The Sustainability and Future of Unrecognized Quasi-States’, 724–25. Kolsto refers to Robert Jack-
son’s definition of quasi-states that are internationally recognised but have ceased to operate as a state, which I 
discuss later in this thesis. 
33 Ibid., 723. 
34 Blakkisrud and Kolstø, ‘Dynamics of de Facto Statehood’. Kolstø himself uses the term de facto states in this 
article. 
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Further important and necessary differentiation is drawn between the recognition of 

states and the recognition of governments. Therefore, even though the Taliban government was 

not recognised, nobody perceived this as the end of the state of Afghanistan.35 Moreover, ac-

cording to Marjorie Whiteman, the terms ‘de facto’ and ‘de jure’ merely pertains to the nature 

of the government, not that of recognition.36 

 
The debate over the appropriate terminology extends beyond the question of the modi-

fier that comes before the word ‘State’ and also touches on the use of the word ‘State’ itself. 

James Harvey, for instance, explains his justifications as to why he has rejected the use of the 

term ‘State’ in reference to de facto states. Harvey indicates that this terminology not only main-

tains the state-centric inclinations and treats these actors as singular units, but also puts heavy 

burdens on the analytical concept. The use of the term ‘State’, as Harvey argues, might indicate 

that these actors at some points are bound to become independent states. This is an unusual 

case in reality. Rather, Harvey proposes to use the term unrecognized entity as to refer to these 

actors.37 More recently, Galina Yemelianova raises the more relevant critique, in regard to the 

term de facto state, based on the constitutive theory of recognition in that recognition of a new 

state by other states under international law is an essential requirement of its sovereignty. Thus, 

it ‘delegitimizes’ the term de facto state entirely because any actor in the absence of the inter-

national legal sovereignty could not be treated as a ‘state’ and a subject of international law.38 

Furthermore, James Crawford insists, ‘There is no such thing as a de facto state,’ which has 

been used by Ker-Lindsay to support his use of the term ‘contested states’ rather than ‘de facto 

states.’39 Crawford’s objection, which relates to the usage of the word ‘State’ rather than to 

what comes before it, might be applied in the same way to other terms: contested states, unrec-

ognized states and de facto states. Relying on Crawford’s quote ‘There is no such thing as a de 

facto state,’ to support on behalf of contested states or unrecognized states is ‘either 

 
35 Francis Owtram, ‘The Foreign Policies of Unrecognized States’, in Unrecognized States in the International 
System, ed. Nina Caspersen and Gareth R. V. Stansfield, Exeter Studies in Ethno Politics (London: Routledge, 
2011), 131. 
36 Charles L. Cochran, ‘De Facto and De Jure Recognition: Is There a Difference?’, The American Journal of 
International Law 62, no. 2 (1968): 457. 
37 James Harvey, ‘Over-Stating the Unrecognised State? Reconsidering De Facto Independent Entities in the 
International System’ (PhD diss, University of Exeter, 2010), 8–10, 40, 86. 
38 Galina M. Yemelianova, ‘Western Academic Discourse on the Post-Soviet de Facto State Phenomenon’, 
Caucasus Survey 3, no. 3 (2 September 2015): 221, https://doi.org/10.1080/23761199.2015.1086572. By con-
trast, the declarative theory justifies the term de facto states because it allows these actors to be termed as a state 
even other states refuse to recognize them, which I discuss later in this thesis. 
39 James Crawford, The Creation of States in International Law, 2. ed. (Oxford: Oxford University Press, 2007), 
464; Ker-Lindsay, ‘Engagement without Recognition’, 268. 
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disingenuous or wrong.’40 Crawford and others are absolutely entitled to reject the term ‘State,’ 

but accepting it and arguing over which particular modifier should be placed in front of it to 

denote its contested status will not advance our cause.41 

 
Although this research takes notice of Geldenhuys, Kolsto, Harvey, Yemelianova and 

Crawford’s arguments, it adheres to Pegg’s initial terminology of the de facto state in this re-

search. The reason is that the terms such as ‘contested’ and ‘unrecognized’ states, as Voller 

argues, deal with the subject matter from a structural position that concentrates on the refusal 

to recognize these actors as de jure states by the international community. In other words, those 

authors hold on tightly to the structure-level at the expense of the agent. Instead of dealing with 

the issue of recognition and non-recognition, the term de facto state concentrates on the agency 

of the de facto states, specifically de facto independence and sovereignty they have achieved 

as a result of their own actions and strategies. Basically, the term de facto state puts the actor 

and its evolution at the centre of analysis.42  

 
Many de facto states endeavour to focus their agency through indicating their successes 

in state-building, self-governance and democratization, contribution to local and regional se-

curity and economic viability. Entities that fall into this category have viewed the State as a 

model which they aspire to adopt and are involved in the pursuit of state-building projects. This 

also holds true for de facto states that have never officially declared independence like the 

KRG. The Kurdish leadership began to perceive the Kurdistan Region in terms of statehood 

by, for instance, asserting control over its natural resources through passing independent hy-

drocarbon legislation, the signing of independent extraction and production contracts with 

transnational energy corporations and the construction of independent oil export. These ac-

tions, can be closely associated with independent statehood, led to a sovereignty conflict be-

tween the KRG and the Iraqi government. The conflict has enormous implications on the di-

mension of the KRG’s sovereignty.  

 
This study covers the Kurdistan Region’s case and deals with the impact of oil resources 

on its sovereignty. For this study, data was gathered from semi-structured interviews and 

 
40 Scott Pegg, ‘Twenty Years of de Facto State Studies: Progress, Problems, and Prospects’, Oxford University 
Press, 27 July 2017, 20–21, https://doi.org/10.1093/acrefore/9780190228637.013.516. 
41 Pegg, ‘Twenty Years of de Facto State Studies’. 
42 Yaniv Voller, ‘From Rebellion to De Facto Statehood: International and Transnational Sources of the Trans-
formation of the Kurdish National Liberation Movement in Iraq into the Kurdistan Regional Government’ (PhD 
diss, London School of Economics, 2012), 12. 
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documents of various forms. One of the challenges for the researcher was to access to people 

in the Ministry of Natural Resource and the members of the high oil and gas committees as the 

information in the oil sector is considered confidential. Moreover, this research lacks infor-

mation from international oil companies (IOCs) because they have non-disclosure agreements 

with the KRG and will not disclose any information without the consent the KRG. 

2.2 Constructivism in IR: a theoretical framework for the study of de facto states 

With the fall of the Soviet Union and the end of the Cold War, constructivism saw its emer-

gence. These events brought into doubt the mainstream theories, neoliberalism and neorealism, 

and their purported explanatory capabilities.43 This section will explore three crucial construc-

tivist presumptions. First, constructivists contend that normative or ideational structures influ-

ence the social and political behaviour of actors and states or individuals, and are equally sig-

nificant to material structures such as (a) human nature; (b) natural resources; (c) geography; 

(d) forces of production; and (e) forces of destruction. 44 In other words, contrary to neo-realists 

and neo-liberals, structure is made up of both material and ideational aspects, which means that 

it cannot be defined solely in terms of material forces like natural resources, money and military 

might. Constructivists place a strong emphasis on the value of shared knowledge about material 

‘things,’ rules of law, symbols and languages, all of which influence how we interpret the world 

and the behaviour of others.45 Shared knowledge includes the understanding and expectations 

shared among actors or individuals in a certain society.46 

 
Second, constructivists claim that identities influenced interests and actions.47 In Alex-

ander Wendt’s words, ‘Identities are the basis of interests.’48 Unlike neo-realists and neo-lib-

erals, constructivists contend that a comprehensive explanation of international political phe-

nomena requires an understanding of how actor develop their interests. Finally, constructivists 

claim that agents and structures are mutually constitutive. Constructivists think structures and 

 
43 Christian Reus-Smit, ‘Constructivism’, in Theories of International Relations, ed. Scott Burchill, 3rd ed 
(New York: Palgrave Macmillan, 2005), 195–96. 
44 Ibid., 196; Alexander Wendt, Social Theory of International Politics, Cambridge Studies in International Re-
lations (Cambridge, UK: Cambridge University Press, 1999), 23. 
45 Trine Flockhar, ‘Constructivism and Foreign Policy’, in Foreign Policy: Theories, Actors, Cases, ed. Steve 
Smith, Amelia Hadfield, and Timothy Dunne, Third edition (Oxford: Oxford University Press, 2016), 85. 
46 Wendt, Social Theory of International Politics, 141. 
47 Reus-Smit, ‘Constructivism’, 197. 
48 Alexander Wendt, ‘Anarchy Is What States Make of It: The Social Construction of Power Politics’, Interna-
tional Organization 46, no. 2 (1992): 398. 
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actors develop and replicate one another, as opposed to considering structures to be constant.49 

Additionally, although abstract systems like anarchy, the state system, and sovereignty appear 

to be natural, they are social constructions of ideas that are also subject to change. 

 
Traditional views of sovereignty also place states in either a sovereign or non-sovereign 

category, with no room for gradations of sovereignty. Traditionally, sovereignty is considered 

to be a ‘given’ because it is obtained exogenously. Constructivists have been especially con-

cerned with this assumption.50 While constructivists concur that territory, authority, popula-

tion, and international recognition are the primary determinants of state sovereignty, they assert 

that each of these elements is socially constructed.51 In other words, domestic and external 

dimensions of sovereignty are socially constructed. Furthermore, state sovereignty is a result 

of actions and interactions of diplomats, states-people, and intellectuals who attempt to ‘paper 

over persistent anomalies to make them appear to be consistent with the […] pristine Westpha-

lian ideal.’52 For constructivists, sovereignty is ‘neither fixed nor constant.’53 Thus, sovereignty 

is constantly undergoing change and transformation instead of being ahistorical.  

 
Constructivism in the foreign policy emphasizes the interaction between ideational and 

material structures. Actors develop their identity as a result of interactions.54 Furthermore, ‘ho-

listic’ constructivists have opposed the division between the global and domestic levels and 

have worked to unite them under a unified analytical paradigm that views the internal and 

external levels as ‘two faces of a single social and political order.’55 Peter J. Spiro claims, 

‘Constructivism breaks down the wall between domestic and international politics. Unlike 

other IR theories, constructivism accounts for the fact of globalization.’56 

 
 

49 Reus-Smit, ‘Constructivism’, 197–98. 
50 John Agnew, ‘Sovereignty Regimes: Territoriality and State Authority in Contemporary World Politics’, An-
nals of the Association of American Geographers 95, no. 2 (2005): 440. 
51 Thomas J. Biersteker and Cynthia Weber, ‘The Social Construction of State Sovereignty’, in State Sover-
eignty as Social Construct, ed. Thomas J. Biersteker and Cynthia Weber, Cambridge Studies in International 
Relations (Cambridge: Cambridge University Press, 1996), 3. 
52 Ibid. 
53 J. Samuel Barkin and Bruce Cronin, ‘The State and the Nation: Changing Norms and the Rules of Sover-
eignty in International Relations’, International Organization 48, no. 1 (1994): 108. 
54 Wendt, Social Theory of International Politics. 
55 Christian Reus-Smit, ‘The Constructivist Challenge after September 11’, in International Society and Its Crit-
ics, ed. Alex J. Bellamy (Oxford: Oxford University Press, 2004), 86, 
https://doi.org/10.1093/0199265208.003.0005. 
56 Peter J. Spiro, ‘DISAGGREGATING US INTERESTS IN INTERNATIONAL LAW’, in International Law 
and International Relations: Bridging Theory and Practice, ed. Thomas J. Biersteker et al. (London: Routledge, 
2007), 252. 
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Thus, the question arises: what makes constructivism important to the topic of de facto 

states? As a matter of fact, each of the aforementioned characteristics of constructivism can 

contribute more to our comprehension of de facto states overall and the KRG specifically than 

any other IR paradigm. Constructivists pay attention to both material and ideational forces, 

change in sovereignty, interaction and identity transformations, which support hypotheses 

brought up in this research. The conflict between de facto states and parent states cannot be 

defined solely in terms of material forces like money, military power and economic capabili-

ties. Rather, other ideational factors should be taken into account.  As sovereignty changes over 

time, the evolution of sovereignty of de facto states is destined to influence not only the social 

structure of the political entities, but also their engagement with the international community. 

Furthermore, the evolution of sovereignty of de facto states could simultaneously affect and be 

affected by the presence of natural resources like oil and gas resources.  

 
This study project’s methodology has also been shaped by the constructivist perspec-

tive. Amir Lupovici described the process-tracing as one of the methods of the constructivist 

technique. In my research I employed the process-tracing to explore the relationship between 

natural resources and four dimensions of sovereignty (The method will be discussed later in 

this chapter).57 

2.3 The de facto state: contested sovereignty 

Scott Pegg first introduced the concept of de facto statehood as a valid theoretical framework 

within the IR literature. To distinguish between the de facto states and other forms of stateless-

ness, specifically those run by bandits, drug lords, territories controlled by warlords, non-vio-

lent secessionist movements or even puppet-states formed by imperialist powers, Pegg defines 

the de facto state as follows:                                                       
             
[O]rganized political leadership which has risen to power through some                                         
degree of indigenous capability; receives popular support; and has achieved suffi-
cient capacity to provide governmental services to a given population in a defined 
territorial area, over which effective control is maintained for an extended period 
of time. The de facto state views itself as capable of entering into relations with 
other states and it seeks full constitutional independence and widespread interna-
tional recognition as a sovereign state. It is, however, unable to achieve any degree 

 
57 Amir Lupovici, ‘Constructivist Methods: A Plea and Manifesto for Pluralism’, Review of International Stud-
ies 35, no. 1 (January 2009): 195–218, https://doi.org/10.1017/S0260210509008389. 
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of substantive recognition and therefore remains illegitimate in the eyes of interna-
tional society.58 
 

In fact, Pegg’s original conceptualisation of de facto state allowed for some ‘“fuzziness” in the 

proposed concept.’59 Thus, certain useful alterations to this initial concept have been proposed. 

Although Caspersen and Stansfield concur with Pegg’s fundamental principles, they have 

stated three key principles for defining a de facto state that are as follows: 
 
[First], they have achieved de facto independence, including territorial control, and 
have managed to maintain this for at least two years. Unrecognized States control 
most of the territory they lay claim to, including the territory’s ‘capital’ and key 
regions, and this distinguishes them from other separatist movements. But the ter-
ritorial control is not necessarily absolute; they may aspire to more territory than 
they currently control and the extent of their control is likely to vary over time. 
[Second], they have not gained international recognition, or even if they have been 
recognized by some states, they are still not full members of the international sys-
tem of sovereign states. [Third], they have demonstrated an aspiration for full, de 
jure, independence, either through a formal declaration of independence, through 
the holding of a referendum, or through other actions or declarations that show a 
clear desire for a separate existence.60 
 

The KRG, which has never formally declared independence yet has excellent independence-

oriented traits, is permitted as a case of de facto statehood under the third criterion. The KRG 

has displayed aspirations for independence through holding of a referendum in 2017. This does 

not necessarily imply that the official proclamation of independence is unavoidably a deciding 

factor. Byman and King clarify one definitional element in a helpful manner as ‘[a]n expressed 

(though not necessarily constant, consistent, or universally shared) interest in independence.’61 

A few cases operate as independent entities and have expressed a desire for independence but 

have not yet made an official declaration.62 The leaders of Rojava, for instance, have not pub-

licly stated their intention to pursue de jure independence, but they have behaved like a state 

on the ground and involved in extensive state- and nation-building over the past ten years. As 

Caspersen notes the absence of a formal proclamation of independence may be a calculated 

move to give one entity more leeway and a chance to win international support.63  

 
 

58  Pegg, International Society, 26; Scott Pegg, ‘De Facto States in the International System’, Institute of Inter-
national Relations, Working Paper, no. 21 (1998): 1. 
59 Yemelianova, ‘Western Academic Discourse on the Post-Soviet de Facto State Phenomenon’, 221. 
60 Caspersen and Stansfield, ‘Introduction’, 3–4. 
61 Byman and King, ‘The Mystery of Phantom States’, 45. 
62 Nina Caspersen, Unrecognized States: The Struggle for Sovereignty in the Modern International System 
(Cambridge: Polity Press, 2012), 9. 
63 Caspersen and Stansfield, ‘Introduction’, 4. 
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In addition to Pegg’s definition, it is useful to pay attention to Stephen Krasner’s un-

derstanding of sovereignty as a multidimensional concept to better understand the position of 

de facto states. Krasner disaggregates the concept of sovereignty into four subtypes: domestic 

sovereignty, interdependence sovereignty, international legal sovereignty, and Westphalian 

sovereignty.64 Domestic sovereignty refers to the supremacy of the actor over authorities within 

a given territory and population. Interdependence sovereignty refers the actor’s ability to con-

trol cross-border movements of goods, capital, ideas and people or even economic activities. 

International legal sovereignty refers to mutual formal recognition between members of the 

international community. Westphalian sovereignty refers to the absence of external authority 

over an actor, in other words, the doctrine of non-intervention in the internal affairs of mem-

bers.65 Krasner indicates that an actor can have some of subtypes of sovereignty, but lack one 

or the other. For instance, Taiwan as a de facto state has ‘many of the attributes of fully sover-

eignty state-territory, population, and domestic and Westphalian sovereignty-but only very 

limited international legal sovereignty.’66 Furthermore, while the member states of the Euro-

pean Union have maintained domestic sovereignty and international legal sovereignty, their 

Westphalian sovereignty and interdependence sovereignty have been compromised.67 Somalia 

definitely does not have effective domestic sovereignty, but it has international legal sover-

eignty. However, its Westphalian sovereignty is less assured.68 In contrast to Krasner’s dimen-

sions of sovereignty, Rüdiger Graf treats sovereignty as a claim and not a property because it 

is a social notion and has an intrinsically communicative and symbolic feature. Rüdiger notes 

that ‘Sovereignty can be questioned, challenged, contested, and denied, as well as asserted or 

demonstrated.’69 
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 To support his use of unit of analysis, Pegg connects the term de facto state with Robert 

Jackson’s distinction between positive and negative sovereignty. The former refers to the: 
 
Capabilities which enable governments to be their own masters. It is a substantive 
rather than a formal condition. A positively sovereign government is one… which 
possesses the wherewithal to provide political goods for its citizens. Positive sov-
ereignty… is not a legal but a political attribute if by political is understood the 
sociological, economic, technological and psychological wherewithal to declare, 
implement and enforce public policy both domestically and internationally.70 
 

Negative sovereignty involves ‘the act of general recognition’ and refers to the theoretical prin-

ciple of non-intervention in the internal and external affairs of sovereign states and people.71 

According to Pegg’s definition, de facto states have achieved positive sovereignty (internal 

sovereignty), but they lack negative sovereignty (external sovereignty). Furthermore, Jackson 

refers to most of the states, in spite of possessing their negative sovereignty were formed fol-

lowing the process of decolonisation as ‘quasi-states’ because they have been unable to provide 

essential public goods and services to the citizens. The populations of quasi-states do ‘not en-

joy many of the advantages traditionally associated with independent statehood.’72 In other 

words, they lack positive sovereignty. Moreover, they suffer from deep economic and political 

turmoil, and for most of the time their survival was essentially due to their external sovereignty 

as de jure states.73 Even if the structure of the state has failed, the international community will 

assist and preserve the quasi-state such as Libya, Syria and Iraq.74 Meanwhile, the de facto 

state functions like a state, but the international community denies its external sovereignty.75 

Bartmann describes the international system as ‘one of egregious double standards’ because it 

preserves non-viable states of sub-Saharan Africa only due to their legal recognition.76 Pegg 

reveals the importance of the international recognition to the de facto statehood as he notes, 

‘The quasi-state is legitimate no matter how ineffective it is. Conversely, the de facto state is 

illegitimate no matter how effective it is.’77 This is due to the reason that the international 

community has adopted an anti-secessionist approach because the de facto states are seen as 
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sources of regional and international instability and a threat to the territorial integrity of existing 

states, namely to their parent states.78 Furthermore, Deon Geldenhuys argues that de facto states 

face double non-recognition. The international community neither accepts these actors to se-

cede from their metropolitan states nor admits the possession of their positive sovereignty.79 

 
Based on Krasner’s definition of sovereignty, it can be argued that although de facto 

states have managed to gain their domestic, Westphalian, and interdependence sovereignty, 

they fail to achieve their international legal sovereignty. While their international legal sover-

eignty is denied, foreign actors have also attempted to challenge other features of their sover-

eignty. Not only their membership in international organizations, but also the right to take ac-

tions within their own territory are denied.80 Thus, all of the separatist entities that emerged in 

the post-Cold War period (or prior) such as Taiwan, the Kurdistan Region of Iraq, Somaliland, 

Rojava, the Turkish Republic of Northern Cyprus, Abkhazia, and Nagorno-Karabakh faced a 

prolonged crisis of international legitimacy. When they face crises of international legitimacy, 

‘self-justification becomes a foreign-policy priority reflecting both the lack of confidence in 

the state itself and the perceived skepticism or indifference of the outside world.’81 De facto 

states constantly try to legitimize their existence, aspirations and actions. To pursue interna-

tional legitimacy or recognition, they employ several strategies. They depend mainly on what 

Nina Caspersen has labelled remedial legitimacy and Bartmann moral legitimacy, referring to 

their territorial claims on the basis of historical rights, their right to self-determination, past 

promises for statehood and human rights abuses by their metropolitan states.82 These claims 

have been insufficient to achieve international recognition. Stressing victimhood and vulnera-

bility has not been a wise strategy for any actor that wants to demonstrate to the world its 

capability of self-government and viability as a sovereign state. As the Biafran ministry of 

foreign affairs concluded in a confidential memorandum, ‘The humanitarian approach has 

backfired. Ours now is the picture of a piteous starving sickly people non-viable and incapable 

of defending themselves from hunger and war.’83 The rulers of de facto states continuously try 

to deviate from their links with insecurity, illicit economics, ethnic cleansing and external 
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puppeteers. They build entities that are not only standard, but also ‘worthy’ of recognition. As 

a result, these actors attempt to emulate what ‘good,’ recognized states should resemble.84  

2.3.1 Strategies of using ‘earned sovereignty’ and ensuring great-power support 

Since the late 1990s, de facto states have employed a new strategy, what Caspersen refers as 

‘earned sovereignty’ in pursuit of international legitimacy. They claim they have earned their 

sovereignty through demonstrating their economic viability, success in building effective 

and democratic institutions and contributing to local and regional security.85 In other words, 

their domestic, interdependence and Westphalian sovereignty has become their key self-justi-

fication for their existence, secession, aspirations and actions. The leaders of such actors have 

been very eager to ‘play the recognition game.’ They have attempted to carefully observe the 

international developments and adapt their strategies based on these developments. For in-

stance, they have carefully observed the requirements linked to the recognition of the former 

Yugoslav republics, the first condition established by the European Community, the general 

prominence of democratization in U.S. foreign policy, the EU accession criteria for new mem-

bers that draw attention to the rule of law, democratization, human rights and respect and pro-

tection of minorities and the conditions often attached to international aid such as democracy 

and good governance.86 De facto states quickly realized the meaning of the ‘standards before 

status’ policy for new recognized states emerged after disintegration of Yugoslav in the early 

1990s, which institutional standards were to be created before achieving international recogni-

tion, with the advocacy of international supervision.87 

 
The perception of state-capacity or the ‘standards before status’ policy has evolved 

among de facto states. The lack of requirement of institutional standards did not prevent Ko-

sovo from achieving recognition in 2008. Thus, the ‘status then standards’ took the place of 

the ‘standards before status.’ Furthermore, states that embraced the standards before status pol-

icy did not take Serbia’s transition to democracy into consideration. More precisely, when Rus-

sia recognized Abkhazia and South Ossetia, it made no reference to their institutional 
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standards, despite their investments in state-building.88 However, Caspersen argues that insti-

tutional standards are still important for status, ‘perhaps not in the sense of international recog-

nition, but in the sense of making non-recognition more than a transient phenomenon.’89 

Recognition strategies ‘are continuously being refined and renegotiated in view of changes in 

the international norms and practice of recognition.’90 Thus, leaders of such entities shifted the 

focus to the great-power support. Nevertheless, Caspersen emphasizes that these two strategies, 

using earned sovereignty and attracting great-power support, can be combined and are not nec-

essarily mutually exclusive.91 

 
The concept of earned sovereignty has encompassed various elements such as democ-

ratization, contributions to local and regional security and economic viability. What makes de 

facto states unique is that de facto states certainly claim to have been able to achieve these 

elements with contested sovereignty, which is crucial for understanding their conduct at both 

the domestic and international levels. To de facto states, democratization has become a core 

element of their legitimization strategies based on earned sovereignty. Caspersen explains, 

‘The proclamation of democratic values is not a break with other legitimising strategies; rather, 

it is portrayed as a natural extension.’92 The strategy to promote domestic legitimacy is demo-

cratic participation or introducing political reforms.93 Democracy is considered as a public 

good that the rulers give the people. Exercising democratic practices increases the trust of cit-

izens in regimes and political institutions.94 Many de facto states have experienced that their 

authoritarian regime was gradually replaced by a primitive form of democracy.95 The de facto 

states often claim that they embrace democratic values and are even more democratic than their 

own metropolitan states. Thus, they deserve to become sovereign states.96  
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Voller argues that not only democratization, but also contributions to local and regional 

security and economic viability are additional elements of earned sovereignty. For example, 

these entities place particular emphasis on their economic viability and probability of economic 

survival in their engagement with international society. This is due to the fact that to some 

extent their recognition has been rejected because of their poor economic outlook. Remarkably, 

the economic viability of these entities has exhibited to their citizens that their regime will have 

the ability to offer them jobs and income alongside achieving independence.97 Offering gener-

ous public services is one of the strategies for de facto leaders to persuade their inhabitants to 

stay and defend the polity.98 For instance, Kurdish leaders prior to 2014 had ensured that all 

spheres of society could enjoy the benefits of the oil and gas revenue. Bayan Sami Abdul Rah-

man, former KRG High Representative to the UK, has claimed, ‘The oil and gas industry is 

not just about seismic measurements, barrels and pipelines, but it is about people. We want to 

provide jobs for local communities, to develop the skills of our young people and to provide 

better healthcare and a prosperous future for all our people.’99 The leaders of Nagorno 

Karabakh have boosted the social welfare benefits in order to maximize the society’s satisfac-

tion, increase the birth rate and correct the negative demographic trend. 100 

 
Furthermore, de facto states may use coercion and violence to ensure domestic unity 

when they are not able to provide public goods. This should be seen as a sign of weakness, not 

strength.101 The only distinction between recognized states and de facto states regarding not 

providing public services at least basic needs is that the former’s government may lose its 

legitimacy to exist, but not the state legitimacy. This is different in the latter case, where the 

state itself may lose its right to exist. Therefore, the capability to fund public services is signif-

icant for the legitimacy of secessionist groups in the territories they control because people see 

that ‘The new power is not only able to kill and to destroy but to build and invest as well.’102 

The delivery of economic public goods is acutely crucial for the citizens of these entities, 
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particularly if they are aware that they are in a less advantageous position than the metropolitan 

state.103  

 
Nevertheless, an entity that does not have sufficient resources and the capability to win 

its population’s support does not necessarily lack domestic legitimacy. The degree to which 

public services is provided a relative issue. Even if an actor could not deliver sufficient public 

services, it is a not a problem for them if the metropolitan state has even worse conditions. 

Variations exist in cases: South Ossetia is not able to achieve the level of Georgia’s state-

building.104 Due to stability and the impact of oil revenue on the economic growth of Kurdistan 

prior to 2014, the KRG was seen as a ‘model’ for its parent state and heralded as the ‘next’ or 

‘new’ Dubai.105 As Voller notes that the KRG’s control over its oil and gas resources and oil-

export capacity has displayed to international society the KRG’s economic viability (which is 

an important element of earned sovereignty, which will be discussed later in the paper).106  

 
 Contributing to local and regional security is another significant element of earned 

sovereignty. As Berg argues, security is the most significant element because it ‘makes the 

production of other sources of legitimacy possible, including ensuring basic health and educa-

tion services…economic activity.’107 Thus, if the citizens of the entities feel the presence of 

violence and insecurity, domestic legitimacy is plausibly undermined both explicitly and im-

plicitly. Explicitly, it is highly possible to be seen as an illegitimate entity rather than a peaceful 

one when the entity cannot make people’ possessions and property secure. Providing citizens 

with internal security, law and order, and protection from external threats is important if a ruler 

in a post-conflict community is to create any sense of legitimacy. The leaders of the de facto 

states have to persuade the citizens that they are able not only to fight against their metropolitan 

state, but also offer security more effectively than the metropolitan state does.108 Implicitly, the 

provision of public goods is undermined when there is the existence of a constant violence in 
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a post-war community. This leads to weakened domestic legitimacy. If the existence of the 

mafia, empowered warlords, crime, violence, and corruption describes the post-war time, the 

provision of public goods has likely deteriorated. This is due to tax revenues decreasing and 

leaders possibly devoting resources to achieve support from loyal ‘strongmen’ instead of of-

fering public goods.  

 
Furthermore, post-conflict communities confront diminished economic growth and ma-

terial demolition. The post-war violence not only has a negative impact on the provision of 

public goods and economic growth, but also on the transition to democracy. If there is the 

presence of constant violence, the level of any shared identity that has been shaped throughout 

the violent conflict has declined in the post-conflict entity.109 Moreover, de facto states con-

tribute to regional security and stability. Somaliland, for instance, has played an important role 

in fighting against terrorism.110    

 
Leaders of de facto states, in addition to the strategy of using ‘earned sovereignty’, also 

rely on ensuring great-power support. For instance, American support played a key role in 

Kosovo’s recognition. Additionally, it would have been almost impossible for Abkhazia and 

South Ossetia to be recognized without the role of Russia.111 Furthermore, Turkey’s Operation 

Peace Spring assault against Rojava in 2019 pushed policymakers in Rojava to use oil as a 

foreign policy to attract the American support for ensuring the entity’s military, political and 

economic survival. President Trump reportedly claimed, ‘We left troops behind [in Rojava] 

only for the oil.’112 Kurdish policymakers used oil to persuade the U.S. to leave some troops in 

Rojava, not only to secure oil fields, but also protect the entity. Mouaz Moustafa, the Executive 

Director for the Syrian Emergency Task Force, notices, ‘If you want to feed the baby medicine, 

you put the medicine in candy or something. That’s what happened with the oil. It’s like, ‘oh, 

you want to take the oil? Yeah, take the oil. We’ve got to take the oil.’ So that ended up be-

coming the reason that he [Trump] would keep anyone there.’113 Having a friend or a patron in 

a high place is crucial for the survival and recognition of these entities.  
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2.3.2 De facto states: the importance of domestic and external legitimacy 

De facto states have achieved de facto independence and domestic sovereignty and have cre-

ated relatively successful and efficient administrations that are capable of providing at least 

rudimentary services to its population. As Charles King argues, ‘The territorial separatists of 

the early 1990s have become the state builders of the early 2000s, creating de facto countries 

whose ability to field armed forces, control their own territory, educate their children, and 

maintain local economies is about as well developed as that of the recognized states of which 

they are still notionally a part.’114 This reveals the fact that the external sovereignty is not en-

tirely requisite in such cases because other dynamics sustain the political communities of such 

entities. Bakke et al stress that one of the dynamics for the durability of the de facto states, 

despite the lack of external sovereignty, is how legitimate they are internally in the eyes of their 

populations.115  

 
There is an important distinction between domestic legitimacy and international legiti-

macy. The former refers to popular support from populations of the polity. The latter refers to 

support from states and non-state actors beyond the polity’s territories.116 Indeed, to understand 

the legitimacy of de facto states, it is useful to borrow Bakke et al.’s definition of domestic 

legitimacy as a multidimensional concept.117 Bakke et al. retain that ‘while internal legiti-

macy…is important for any state, it is particularly important for unrecognized states, whose 

lack of external legitimacy has made claims to internal legitimacy integral to their quest for 

recognition.’118 In their study of domestic legitimacy or domestic sovereignty in de facto states 

they define domestic legitimacy as ‘people’s confidence and belief in the entity itself, the ruling 

regime, and the state institutions’119 They distinguish various dimensions of domestic legiti-

macy such as state legitimacy, regime legitimacy, and institutional legitimacy. State legitimacy 

is ‘about believing in the state and its right to exist; it is about the population’s adherence to 

the foundational myth of a political entity as a state.’120 In the context of de facto states, it is 

about the faith of people in the polity’s survival as an independent entity from its metropolitan 
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state and the embrace of its basic myth. Regime legitimacy is about the state’s regime by ap-

proving the people in power. Finally, institutional legitimacy is about people’s perceptions of 

state institutions such the police, judiciary and civil service.121  

 
De facto states need internal legitimacy to survive especially when sovereignty is con-

tested. There is a continuous risk of new conflict in almost all actors as they exist in a situation 

of international anarchy without the protective norm of non-intervention. Therefore, most met-

ropolitan states retain the option of forceful reintegration. In the context of norm of the non-

intervention, de facto states have to create an organized military force with combatants who 

are ready to sacrifice their life for the entity’s survival. Regimes have to create an appropriate 

environment in order to assure that people remain and offer their support voluntarily.122 Cas-

persen argues that domestic legitimacy is a ‘foregone conclusion’ because of the existence of 

an external threat. A leader of the entity who faces pressure always claims that the reintegration 

into the metropolitan state is the only choice.123 The presence of an external threat, including 

the reintegration into a parent state, simply allows the leaders to safeguard popular support. 

The people will support their leaders and rally round the flag in the time of military threat that 

is supported by propaganda.124 When the entity faces crisis or hardship, the leaders blame ex-

ogenous pressures. This gives them an appropriate justification to contend, ‘It is not our fault 

that your lives are hard.’ The people of the South Ossetia, rather than confronting their leaders, 

may justify that they ‘may be bastards’, but ‘they are our bastards.’125  

 
The condition of unsettled conflict and the uncertain status inside these actors give the 

leaders a level of protection from dissatisfaction among the population. For instance, the au-

thorities in Nagorno Karabakh enthusiastically supported the notion that unity is necessary in 

case of a foreign threat. This results in a lack of opposition. The exploitation of the existence 

of foreign threats to support unity within de facto states is a common attribute and is some-

times referred to as a siege mentality.126 

The issue of domestic legitimacy is problematic in de facto states. War heroes cannot 

rely on absolute support. To demonstrate, before he finally resigned in 2005, Vladislav 
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Ardzinba, Abkhazia’s first president, was criticized for his autocratic policies, including cor-

ruption. Even if the rulers stay in power in undemocratic ways and ignore the population’s 

support, domestic legitimacy is still important in these entities. Many de facto sates have less 

than one million inhabitants, and a war caused a demographic crisis. This makes these entities 

susceptible to emigration. However, even de facto states with large populations or without a 

demographic crisis try to prevent major emigration because it weakens the claims of their lead-

ers for international recognition of their sovereignty, and it makes it difficult for them to or-

ganize an army with loyal soldiers.127 Furthermore, domestic legitimacy is not assured. The 

presence of the external threat may encourage the people to support their leaders and to rally 

round the flag, but if the rulers cannot provide satisfactory security conditions, domestic sup-

port will be weakened. The lack of real opposition in such entities may be due to repression or 

lack of interest, instead of popular support. Although the lack of domestic legitimacy perhaps 

does not cause a sudden delegitimization of the actor, it gradually weakens its authority. A de 

facto state that enjoys domestic legitimacy is more effective than one depends on coercion.128  

 
Despite achieving and exhibiting their positive sovereignty and successes in state-

building, most of de facto states tend to possess negative images that have significant implica-

tions on their revised strategies for gaining legitimacy and recognition. Caspersen, for instance 

notes, ‘De facto states tend to be ethnically-defined and born out of violence and the image that 

dominates in the media, in foreign ministries and in the limited academic literature is very 

much a negative one.’129 They have often been considered as ‘kleptocracies,’ puppets of exter-

nal powers and ‘ill-functioning entities’ that do not have effective domestic sovereignty, and 

associated with ‘foreign aggression.’130 Somaliland, for instance, was portrayed as a ‘pirate 

state.’131 The post-Soviet de facto states were regularly regarded as Russian puppets.132 Ko-

lossov and O’Loughlin have described them as actors ‘with fungible territorial control, which 

are predicated on criminal or quasi-criminal organizations; frequently specializing in the 
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production and sale of drugs; as well as the illegal traffic of weapons and in the laundering of 

“dirty money”.’133 These views are expressed by the metropolitan states as they often argue 

that these entities that led by bandits are the product of external aggression and occupation.134 

Georgian president Mikheil Saakashvili, for example, stated that Abkhazia’s leaders ‘have 

profited from illegal smuggling and contraband [and] now threaten to draw us all into con-

flict.’135 The 2002 report of the European Parliament described Transnistria as a ‘black hole’ 

in Europe because of the ‘illegal trade in arms, the trafficking in human beings and the laun-

dering of criminal finance.’136  

 
Other academics reject the claim that the leaders of such entities have the support of 

the population and demonstrate their claim to independence as ‘selfish determination’.137 

Amitai Etzioni, for instance, notes that ‘a bunch of local autocrats hardly constitutes progress 

toward genuine self-determination.’138 These arguments are being made by the metropolitan 

states to promote their own interests, and in fact some de facto states even do a better job than 

their metropolitan states or other recognized states in terms of security, democracy, perfor-

mance and economy. According to the 2009 survey by Eiki Berg, the percentage of respondents 

expressing confidence in state institutions is 60% in the Turkish Republic of Northern Cyprus 

and 40% in the internationally recognized Republic of Moldova.139 Moreover, Taiwan ranked 

16th while China 124th in the Fraser Institute’s Economic Freedom of the World 2018 index.140 

This data verifies some de facto states’ positive sovereignty and successes in state-building.  

 
In addition to domestic legitimacy, the international legitimacy is maybe even more 

important for the survival of de facto states. According to Caspersen, if these entities seek 

international recognition or want to survive, they need foreign support. The degree and form 

of foreign support differs meaningfully. These foreign supports come from states and non-state 

actors. In the context of absence of international recognition, foreign assistance of the de facto 
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states typically derives from a patron state. These, with a few exceptions, that are able to sur-

vive have foreign supporters.141 For instance, Nagorno Karabakh depends on Armenia’s assis-

tance, and Russia offers significant military and economic support to Abkhazia and South Os-

setia. Most de facto states that lack a patron state such as Chechnya (Russia) and Tamil Eelam 

(Sri Lanka) have not been successful. Although some of these actors depend on powerful for-

eign supporters, their engagement in the international system is not based on a single patron. 

For instance, while Somaliland does not have a patron state, it obtains assistance from several 

recognised states, namely the US and the UK, and it has also built relations with some interna-

tional organisations such as the UN and the EU.142 This is because Somalia, the parent state, is 

too weak to challenge Somaliland.143 De facto states attempt to have close links with powerful 

neighbours and take advantage of a variety of other bilateral and multilateral links. The benefit 

for such actors is that they use the international links to reduce their reliance on a patron state 

which has covert interests and whose assistance may vary.144 Zartman notifies that the foreign 

support is vital for such actors to assist their state-building, but it should only be a temporary 

solution as foreign dependency is able to make the actor reliant and vulnerable.145 Therefore, 

dependency on a patron can harm any effort to ensure other degrees of legitimacy. 146 

 
 Some de facto states depend on relationships with their parent states. Moldova permits 

a large number of vehicles daily to cross border from Transnistria and allows plenty of Trans-

nistrian companies to work with Moldovan licences.147 Many sources of foreign assistance are 

available to de facto states as the contemporary international system with complex patterns 

of cross-border linkages enhance their likelihood of existence. However, foreign support is 

problematic for all de facto states. They do not enjoy the kind of the international engagement 

like recognised states do. Even Taiwan, probably the most successful de facto state, was ex-

cluded from two important international bodies: the World Bank and the IMF. The sources of 
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foreign support, such as patron state assistance, free trade, and parent state links are not free of 

costs.148 

 
Foreign support of de facto states not only derives from recognised states and interna-

tional organisations, but also non-state actors. For instance, many de facto states take advantage 

of assistance from diaspora communities. Diaspora assistance was essential for Somaliland, 

particularly in the early phases of state-building when external assistance was not available. 

Additionally, many de facto states depend on illicit means to raise revenue, but their regimes 

do not broadly publicise this approach.149 For example, the Kurds depended on oil smug-

gling business across the Turkish border and it was the primary source of revenue for Kurds 

until 2005.150 However, if patron states, diaspora communities and foreign ‘legal and illegal’ 

trade offer limited support, foreign aid is another source of cross-border linkages that can assist 

these actors to survive. International organizations have usually been hesitant to offer develop-

ment aid to such actors because it can be seen as encouraging secession.151 Denise Natali ex-

emplifies how staff members of the United States Agency for International Development in the 

Kurdistan Region were banned from using the word ‘development’ in official contacts because 

this could be understood as U.S. support for greater autonomy and even an independent Kur-

distan.152  

2.3.3 Internal and external sides of sovereignty in de facto states 

Internal and external sides of sovereignty are proportionally crucial to de facto states. Berg and 

Kuusk note: ‘The internal and external aspects of sovereignty are equally important variables 

because entities’ internal legitimacy and external recognition issues matter most in the praxis 

to relatively locate them within international society.’153 They try to pursue international recog-

nition and legitimacy because they face several consequences otherwise. In the most extreme 

of cases, they have limited access to aid from international organizations. They are not able to 

enter into official trade agreements with other recognized states, to export their products or 
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obtain loans from international institutions.154 Foreign investors are unwilling to invest due to 

the lack of insurance.155 They are extremely vulnerable because they enjoy no protection based 

on the norms of non-intervention.156 However, conflict and trade-offs between the pursuit of 

domestic and international legitimacy exist.  

 
 Although de facto states depend on foreign supports such as patron states, diaspora ac-

tivism and illicit activities in order to survive, their dependence on them damages their efforts 

to ensure domestic legitimacy. For instance, it is harmful to domestic legitimacy when an actor 

depends on illicit activities as a source of external support. To survive, Republika Srpska Kraj-

ina depended on smuggling, but this undermined its domestic legitimacy, namely regime legit-

imacy. The illicit activities display to internal and external audiences that they are not a viable, 

stable, and effective entity.157 The existence of the shadow economy or illicit activities not only 

may undermine the domestic legitimacy, but also lead to the demise of the entity. For example, 

an estimated 400,000 tonnes of oil were extracted illegally in 1999 without the control of the 

Chechen de facto state. Thus, the Chechen authorities had neither acquired necessary income 

from the entity’s major oil reserves nor levied taxes on the illegal exploitation of the oil re-

serves.158 As a result, this economic deficiency, as one of the factors, led to the demise of the 

Chechen de facto state.159 The illicit activities in any contested entity conflicts with the legiti-

mization strategies based on using earned sovereignty.160  

 
 Nevertheless, Voller argues that the pursuit of international legitimacy positively affects 

domestic legitimacy as it can also serve as an opportunity for state-building and reforms.161 As 

Caspersen notes that ‘The lack of recognition, in fact, provides a strong incentive to build ef-

fective institutions and introduce political reforms: it aids their survival and serves an important 
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legitimating function both internally and externally.’162 For instance, diaspora activists through 

their financial aid were critical to democratic transition in Somaliland as they have obliged clan 

elders to relinquish some of their power to the government in the mid-1990s. Thus, members 

of the diaspora gradually commenced playing an important role in the democratic transition 

and promoting democracy and gender equality in Somaliland.163 

2.3.4 The engagement of de facto states: ‘strategic importance’ and ‘resource im-
portance’  

De facto states are able to interact with the international community because of the significance 

of their strategic location and the availability of their resources. For many observers the ab-

sence of the external sovereignty of de facto states is associated with their complete isolation 

from the main three types of actors and the international community. As a result, de facto 

states are usually labelled as ‘pariahs, excluded from the mainstream channels of international 

diplomacy, existing in conditions beyond the pale of normal international intercourse.’164 

Hence, the policy of ‘non-engagement’165 is the international community’s response to such 

actors. However, Charles King notes, ‘Seeing ethnoterritorial confrontations as mainly a secu-

rity problem can blind researchers to the deep political and economic incentives that sustain 

disputes and fossilize networks of war into institutions of de facto states.’166 This may be the 

reason that they are able to endure across time even if they are excluded from the club of inter-

national states. It is reasonable to point out that other dynamics allow such entities to engage 

with regional and international actors. Thus, Harvey and Stansfield note:  
 
It is meaningless to discuss a political entity such as an unrecognized state as 
though it operated in isolation, unconnected to other international dynamics and 
processes. Through political ties and interactions with governments and interna-
tional actors, unrecognized states are often politically and economically socialized 
through means which reconcile abstractions of legal non-recognition with the 
needs of states, markets; and a range of commercial interests.167  
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They further argue that two variables, namely ‘strategic importance’ and ‘resource importance’ 

affect the interaction of these entities in the international system.168 These provide geopolitical, 

geo-economic and geostrategic positions of strength to de facto states.169 This is due to, as 

Harvey notes, that ‘Their position along longstanding political fault lines, their proximity to 

territories of resource importance and their geographic locations often mean that regional and 

international actors have to, or want to deal with them.’170 Recognized states show a blatant 

disregard for territorial integrity and decide to engage with these entities due to their strategic 

positions even when they lack international recognition.171 France and IOCs, for instance, en-

gaged with Biafra due to the presence of oil resource. When Biafra seceded from Nigeria in 

1967, France provided its support to Biafra through public declarations and military supplies 

to protect French oil interests in Biafra. Moreover, due to their significant investments in Bia-

fra, Mobil Oil and other US companies supported the pro-Biafra lobby in the US. All of the oil 

companies that had business in Biafra, regardless of any government’s stances, not only fa-

voured Biafra’s independence, but also offered assistance to the secessionists.172 Although Bi-

afra’s secession attempt failed, its main objective of using oil as a tool was to increase its de 

facto recognition.  

 
For central governments and policymakers around the world, particularly those con-

cerned with matters of foreign policy, conflict resolution, regional security, risk, and interna-

tional trade, the existence of this geo-economic dynamic or considerable commercial resources, 

whether in unrecognized states or nearby, poses a significant issue.173 For instance, whereas 

Pegg notes that de facto states suffer from the ‘economic cost of non-recognition’ due to their 

uncertain legal climate, they can have an impact on the global political economy through the 

trade of valuable natural resources, declaring: 
 
Charles Taylor’s ‘Greater Liberia’ earned an estimated US$8-10,000,000 a month 
in the early 1990s from various forms of timber and mineral extraction. The non-
governmental organization Global Witness estimates that the Angolan rebel group 
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UNITA earned nearly US$4 billion from diamond sales during the Angolan civil 
war.174 
 
It is also remarkable that international and regional states use the policy of ‘engagement 

without recognition’ towards de facto states. According to this strategy, a recognized state 

would politically, economically, socially, and culturally engage with a de facto state without 

the conditionality of recognizing the international legal sovereignty of the entity. For instance, 

the West has engaged with Abkhazia on various issues in order to diminish Russia’s influence. 

In the meantime, the United States and the EU will never accept Abkhazia’s status as an inde-

pendent state.175 Recognized states’ engagement with contested states can be interpreted dif-

ferently not only by leaders of de facto state, but also leaders of parent states.176 Furthermore, 

de facto states appeal to international public opinion through particularly media, public rela-

tions and diaspora community. In order to gain statehood and recognition, for instance, leading 

officials in South Sudan employed social media during South Sudan’s referendum.177  

2.3.5 Foreign policy in de facto states 

To obtain international recognition and international legitimacy, de facto states mostly rely on 

their internal legitimization strategies based on the discourse of earned sovereignty. Foreign 

policy is usually critical for states. In the case of de facto states, foreign policy is geared toward 

securing legitimacy. Like other concepts and terms in international relations, foreign policy as 

a term has different meanings to different people. The foreign policy of de facto states has been 

generally understudied. Two notable exceptions are that of Hill in Foreign Policy in the 

Twenty-First Century and Wittkopf, Jones and Kegley in American Foreign Policy: Pattern 

and Process. They define foreign policy as ‘the goals that the nation’s officials seek to attain 

abroad, the values that give rise to those objectives, and the means or instruments used to pur-

sue them.’178 Although their definition of foreign policy includes three main ideas: goals, val-

ues and instruments, they limit foreign policy conduct to nations. Furthermore, Hill expands 
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the definition of foreign policy to various kinds of actors including de facto states. According 

to Hill, ‘Foreign policy is the sum of official external relations conducted by an independent 

actor (usually but not exclusively a state) in international relations.’179 Hill further elaborates 

on the elements of his definition and notes that: 
 
The phrase ‘an independent actor’ enables the inclusion of non-state  entities such 
as the European Union, or Hezbollah; external relations  are ‘official’ to allow the 
inclusion of outputs from all parts of the  governing mechanisms of the state or 
enterprise (that is, not just the  foreign ministry) while also maintaining parsimony 
with respect to the vast number of international transactions now being conducted; 
policy (as opposed to decisions) is the ‘sum’ of these official relations because  
actors usually seek some degree of coherence towards the outside world - and are 
assumed by others to be following a reasonably coherent and predictable line. 
Lastly, the policy is ‘foreign’ because the world is still more separated into distinc-
tive communities than it is a single, homogenising entity. These communities there-
fore need strategies for coping with foreigners (that is, those who are not part of 
their own polity) in their various aspects.180   
 

Hill has clearly extended his study to the foreign policy of de facto states. He argues that they 

have the capacity to generate foreign policy or at least ‘a de facto partial foreign policy.’ As 

Hill notes: 
 
States and foreign policies are close relations, but there are other actors which gen-
erate similar activities. Furthermore, it is not always clear who represents whom in 
international relations. Some de facto states effectively conduct independent exter-
nal strategies, even if their lack of normal representational facilities and their de-
pendence on patrons set limits on them. Taiwan and Northern Cyprus are promi-
nent cases, while there are many cases of dispossessed peoples pursuing interna-
tional strategies, from the Armenians before 1991 through the inhabitants of East 
Timor and of Western Sahara to the Kurds and the Palestinians…Most of these 
cases are relatively straightforward in the sense that they represent actors wanting 
to be states, or at least autonomous zones, with an emulation of state foreign poli-
cies.181  
 

It can be established from Hill’s definition that foreign policy is not exclusively associated with 

the possession of external sovereignty or international-legal sovereignty of the Krasner form. 

In fact, the lack of external sovereignty does not prevent de facto states from having foreign 

policy. To illustrate, Hill argues:  
 
The formal possession of sovereignty creates the conditions for the conduct of a 
foreign policy. Conversely, where sovereignty is denied or the capacity to exercise 

 
179 Christopher Hill, Foreign Policy in the Twenty-First Century, Second edition (London: Palgrave Macmillan, 
2016), 4. 
180 Ibid., 4–5. 
181 Ibid., 33. 



 37 

it severely impeded, foreign policy becomes difficult – but not impossible. Ulti-
mately foreign policy rests on the effective actorness of the state at home and 
abroad, which is more a matter of politics than of law.182 
 

Moreover, the only difference that the foreign policy of de facto states has with recognized 

states is the issue of external sovereignty or recognition and the level of capability.  

 
Internal and external factors determine foreign policy because foreign policy looks in-

side to the domestic sources and looks outside to the external realm. Hill, for instance, argues 

‘Domestic and foreign are two ends of a continuum rather than being sharply demarcated.’183 

Thus, foreign policy makers must be mindful of mediating the influence of domestic and ex-

ternal actors. In his analysis of states in the Middle East, Hinnebusch indicates, ‘foreign policy 

making elites are ‘Janus faced’, looking both inward and outward, attempting to reconcile de-

mands from domestic actors with threats or constraints from external powers.’184 Like Hinne-

busch’s metaphor of ‘Janus faced,’ Robert Putnam has used the metaphor of ‘two-level games’ 

for domestic and external interactions and notes, ‘domestic groups pursue their interests by 

pressuring the government to adopt favorable policies,’ at the national level; meanwhile, ‘na-

tional governments seek to maximize their own ability to satisfy domestic pressure, while min-

imizing the adverse consequences of foreign developments’ at the international level.185 This 

demonstrates that neither domestic politics nor international politics alone determine foreign 

policy because ‘central decision-makers strive to reconcile domestic and international impera-

tives simultaneously.’186 Thus, Voller argues the domestic and foreign policies of de facto 

states are linked. For instance, to achieve their domestic legitimacy, de facto states want to 

obtain resources in the forms of aid, trade and investment because these allow them to offer 

the population employment, patronage and services. Foreign policy is critical for de facto states 

to achieve these tasks.187 
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The literature on the foreign policy component of de facto states is largely un-

derreached. Only one article by Francis Owtram deals directly with the foreign policy aspect 

of de facto states. Owtram notes that de facto states’ foreign policy pursues four other objec-

tives. The first objective of these entities is ‘survival – militarily, politically, and economi-

cally.’188 Highlighting all of this is the search for recognition and engagement. The second 

objective is to obtain material resources through aid, trade and foreign investment that enhance 

their chance of survival, economic viability and capacity building. The third objective is to 

engage in international relations and diplomacy with other recognised states in order to demon-

strate that the entity satisfies one of the requirements for statehood. The final objective is to 

increase the level of recognition by recognized states in a way of a de facto or official form. 

The only distinction between de facto states and recognized states is that the former’s key for-

eign policy objective is to increase its de facto recognition and consolidation as a de jure state 

through economic engagement.189  

2.4 The resource curse and sovereignty  

Krasner’s approach to sovereignty is useful to understand how a de facto state’s Westphalian, 

interdependence, and domestic sovereignty could simultaneously affect and be affected by re-

source wealth. These types of sovereignty are forces of de facto statehood’s efficiency and 

governance.190 To describe the failure of many resource-rich countries to benefit fully from 

their natural resource wealth, various expressions were developed to describe this anomaly 

such as ‘the resource curse,’ ‘paradox of plenty,’ and the ‘natural resource trap.’191 Thus, econ-

omists and political scientists have become interested in the negative effects that natural re-

source dependency has on governance, society, economic growth, and stability.  

 
Dutch disease is a term used to describe a phenomenon where countries experience 

uneven growth due to the sudden discovery of natural resources. The phrase ‘Dutch Disease’ 

has a more specific meaning for economists: it refers to the process that results in a decrease 

in a nation’s manufacturing and agricultural sectors as a result of a growth in its natural 
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resource sector. There are two factors contributing to this decrease. The first is the ‘resource 

movement effect.’ As the resource sector expands, it displaces labour and capital from the 

manufacturing and agricultural sectors, increasing the cost of their output.192 The second is the 

‘spending effect,’ which increases the real exchange rate when money from the burgeoning 

resource sector enters the economy. It is less expensive to import agricultural and manufactured 

items than to produce them domestically when the actual exchange rate is greater. Due to the 

competition from cheaper imports, the manufactured and agricultural sectors may lose some 

market share at home, and they will struggle to compete on international markets given the 

increased production costs and the higher real exchange rate.193 

 
Ross lists the distinctive qualities of oil revenues: size, source, stability and secrecy. It 

is important to comprehend the nature of oil revenues because, as Ross claims, ‘Just as people 

are affected by the kinds of food they eat, governments are affected by the kinds of revenues 

they collect.’194 First, as a percentage of their country’s economy, petrostate governments are 

typically close to 50% bigger than non-petrostate governments. Second, the source of the oil 

revenues is important as well. Petrostate governments are not financed by taxation rather than 

by the sale of their country’s petroleum wealth. This contributes to the explanation of why so 

many oil-producing states lack democracy. Governments that are funded by taxes are more 

subject to citizen pressure. But they are less vulnerable to public pressure when they are fi-

nanced by oil.195  

 
The third attribute is the instability and volatility of oil revenues. The fluctuation of a 

country’s reserves and world oil prices can cause significant changes in a government’s finan-

cial situation. This intensifies domestic and regional conflicts. Finally, the energy sector is 

subject to secrecy, which encourages corruption and the opening of unauthorized accounts. 

Governments frequently utilize their own national oil companies to conceal earnings and ex-

penditures as well as their relationships with foreign oil corporations to conceal transactions.196 

 
Numerous resource-rich countries are associated with weaker institutions, more rent 

seeking and corruption. Resource wealth promotes a rentier institutional culture, which hinders 
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the growth of political and governance institutions. When ‘rent seeking’ instead of taxation can 

be used to fill government coffers, the relationship between the state and its citizens is sev-

ered.197 As a result, governments of petrostates are unable to create sound economic policies, 

politicians are discouraged from investing in the state’s bureaucratic capacity, less qualified 

individuals are encouraged to run for office, and politicians are motivated to undermine effec-

tive institutions that regulate the use of natural resources in order to access the rents.198 Eco-

nomic rent is the term for the exceptional gains that resource-rich governments earn that are 

not consistent with the regular flow of supply and demand.199 Stiglitz outlines rent seeking as 

follows: ‘rent seeking means getting an income not as a reward for creating wealth but by 

grabbing a larger share of the wealth that would have been produced anyway. Indeed, rent 

seekers typically destroy wealth, as a by-product of their taking away from others.’200 Ross 

provides a rent example. Oil was extracted on average cost for $1.80 in Saudi Arabia and 

$31.40 in Canada by the end of 2008. Contrarily, the price of oil ranged from $38 to $53.201 

Rent was the price discrepancy between production and sale prices. Through the use of corrup-

tion and rent-seeking by those with access to political power, natural resources can result in 

the deterioration of public policies. The availability of large rents compared to GDP and its 

concentration within a small number of elites ‘carry high risk of igniting elite contests for rent 

that undermine long-term economic growth and political maturation.’202 

 
It becomes more difficult to hold oil-dependent governments accountable for the oil rev-

enues they spend. Petro-states experience at least three different forms of ‘stateness’ deficien-

cies over time: (a) the information deficit is a result of the absence of transparency of the energy 

sector; (b) the monitoring deficit results from the severe concentration of power within the 

executive, which makes it challenging to create effective checks and balances; and (c) The 

participation deficit originates from the absence of ties between citizens and the government, 
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which shatters any feeling of ownership over public resources.203 This promotes a rentier cul-

ture due to the fact that people track governments less when they are not taxed and that rulers 

are less concerned with the output of their subjects.204 However, resource rich countries with 

strong institutions are more likely to function economically well (in the cases of the United 

States and Norway) than those with poor institutions.205 For instance, officials in Mongolia can 

act in the mining industry without being held accountable because of the weak Westphalian 

sovereignty.206 

 
The excessive involvement of foreign oil companies in energy sectors of developing 

countries can be considered as the resource curse. The host governments were unable to verify 

whether foreign oil firms were honouring their obligations since the firms could easily hide 

their revenues from them.207 Furthermore, a foreign oil firm’s dominance over a state’s energy 

sector has a direct impact on the state’s degree of sovereignty. For example, Mongolia’s West-

phalian and interdependence sovereignties are directly impacted by China’s monopoly of the 

country’s mining industry because it restricts the government’s capacity to regulate its internal 

affairs independently of outside interference and to stop the flow of cross-border activity.208 

 
Oil income might have long-term consequences on the sort of government. Rent-seek-

ing theory offers one explanation for authoritarianism in resource-dependent states. Oil has 

allowed autocrats to maintain their hold on power by allowing them to boost expenditure, lower 

taxes, purchase the military forces’ allegiance, and hide their own inefficiency and corrup-

tion.209 Because of resource rents, governments in these authoritarian countries may avoid tax-

ing their citizens and satiate public demands for accountability by co-opting measures like pat-

ronage employment and subsidies. Furthermore, successful democratic transitions are 
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uncommon among petrostates.210 Andersen and Ross argue that oil wealth became just an ob-

stacle towards a democratic transition after the 1970s expropriation that enabled home govern-

ments to recover oil rents previously siphoned off by foreign oil companies.211 For example, 

Arab oil countries failed to modernize during the oil boom of the 1970s. As Ross claims, ‘For 

decades, the Middle East has had less democracy, and more oil, than any other world region. 

This is no coincidence: oil-funded rulers have long used their petrodollars to entrench them-

selves in power and block democratic reforms.’212 

 
Oil is not only a matter of economic policy and political conflict, but also is involved 

in debates over nationalism and national identity.213 Oil is deeply embedded in society and es-

sential to the unique identities of ‘peoples.’214 Koch and Perreault define resource nationalism 

as: ‘a geopolitical discourse about sovereignty, the state, and territory, as well as the rights and 

privileges of citizenship, national identity, and the values a group assigns to resources like oil, 

gas and minerals.’215 There is an entire category of ‘petro-fiction,’ movies and matches. A 

contemporary example is the Kuwaiti-financed Black Gold. The Texan identity is seen in mov-

ies like Hud and There Shall Be Blood, including Dallas, TV Series, which secure the modern 

Texan identity on a global scale. Communities have established institutions, such as the Nor-

wegian Petroleum Museum in Stavanger and the Drake Well Museum in Pennsylvania, to teach 

future generations a narrative about oil as being essential to their collective history.216 The 

cases of water in Wales or oil in Scotland and Russia have also affected and fuelled national-

ism. During the 1970s, the Scottish Nationalist Party ran a campaign with the slogan ‘It’s Scot-

land’s Oil’ and argued that Scotland would be in a far stronger position to become an inde-

pendent state by utilizing the oil riches that have been discovered off its coast.217 Regarding 

resource pride in oil and gas resources, Rutland highlights regional and social variations in 
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Russia. Russians who live in the Central District (around Moscow) have a 79% approval rating 

for Russia as an ‘energy superpower,’ compared to 46% of people in Siberia.218 

2.4.1 Natural resources: greed and grievances in intrastate conflicts 

The question of natural resources provides a fascinating insight into the question of de facto 

statehood, contested sovereignty and policy-making. Much of the discussion about natural re-

sources has revolved around the ‘greed and grievances’ question. In the study of civil or inter-

state wars and conflicts, natural resource wealth is frequently considered as the root cause for 

prompting and prolonging wars. Civil wars have increased radically since the early 1990s.219 

Michael L. Ross finds that oil-producing states were 50 % more likely to have civil wars than 

non-oil producing states since the early 1990s. The risk of civil wars for oil-producing states is 

more than double that in low and middle-income states.220 Moreover, civil wars last twice as 

long and the number of casualties is more than double when oil and gas resources are located 

in a conflict zone, even if not produced.221  

 
There are two focal and competing arguments for explaining wars that involve compe-

tition over natural resources, frequently referred to with the shorthand of greed or grievances. 

Collier and Hoeffler are two who are often linked with the ‘greed’ camp. They argue that eco-

nomic incentives encourage rebels or separatists to revolt against their central government to 

maximize their profits (e.g., by stealing the oil itself, extortion and kidnapping of oil workers, 

selling future oil rights to foreign investors and benefiting from independent oil extraction).222 
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Collier and Hoeffler argue that oil, of all-natural resources, has the highest risk of generating 

conflict. This is due to the fact that oil provides large rents to governments, separatists, terror-

ists and other parties.223 Katsouris and Sayne find that in the Delta region of Nigeria, large-

scale organized crime is ‘bunkering’ (i.e., stealing) oil from pipelines on the scale of around 

$2 billion to 8 billion per year, selling it in west Africa, the US, Brazil, China, Singapore, 

Thailand, Indonesia and the Balkans.224 

 
Stewart, Aspinall and Bank among others are proponents of grievance-based motiva-

tions as civil conflicts triggers. Stewart defines horizontal inequalities (HIs) as a ‘inequalities 

among groups of people that share a common identity.’225 She further adds that HIs are a mul-

tidimensional concept, consisting of economic, social, politically and cultural status dimen-

sions. Stewart argues that HIs are a powerful cause of civil wars.226 As Stewart, Brown and 

Langer note, ‘our research suggests that the conflict-inducing potential of natural resources is 

often mediated through their impact on HIs, and that this can translate into both separatist 

struggles and local level conflict.’227  

 
Furthermore, natural resource exploitation becomes linked in particular ways to social 

identity in civil conflicts. Aspinall argues, ‘what determines rebellion is not the presence of a 

natural resource industry and its material effects, but rather how it is interpreted by local ac-

tors.’228 Aspinall reveals that the evolving framework of Acehnese identity acted as a ‘prism’ 

through which the exploitation of oil and gas resources was interpreted in terms of grievance 

rather than greed.229 The Aceh rebels in Indonesia have come to link oil with their identity and 
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declare their desire for independence. Sequentially, they have also come to describe the Indo-

nesian control over the region’s vast oil and gas resources as ‘Javanese colonialism.’230 Simi-

larly, Banks argues, ‘what appear to be ‘resource’ conflicts in Papua New Guinea are actually 

better conceived as conflicts around identity and social relationships.’231 For instance, the land-

owners’ social identity from the Porgera mine has been threatened by resource exploitation, as 

they describe the increasing number of migrants to their community as ‘faces we do not 

know.’232 

2.4.2 Greed in interstate conflicts 

Similar forms of the greed thesis also appear in the literature in regard to interstate conflicts, 

demonstrating the widespread view that the drive to control additional natural resources is 

linked with causes of interstate conflicts. Jeff D. Colgan observes that ‘the presence or percep-

tion of oil reserves . . .creates a significant incentive for conquest.’233 Furthermore, he combines 

the notion of high oil revenue with revolutionary states and argues that ‘Petro-revolutionary 

states are roughly three and a half times as likely to instigate a militarized interstate dispute 

(MID) than are non-revolutionary, non-petrostates.’234 Similarly, De Soysa et al claim that oil 

exporting countries are more likely to inaugurate conflicts against other states.235 Moreover, 

Caselli et al contribute to the resource-interstate conflict debate by developing their own dis-

tinguished outlook. They find three results in their research. First, when oil is near the border 

and only one country has oil, the likelihood of conflict tends to be high. Second, when oil is 

far from the border, the chance of conflict to occur tends to be less likely. Finally, when both 

countries have oil, the possibility of conflict is very high if the oil fields are allocated asym-

metrically vis-a-vis the border.236 
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2.4.3 Critics of greed or grievance for intrastate and interstate conflicts 

Several studies have come to critically scrutinize greed or grievance explanations of intrastate 

conflicts. Mushed and Tadjoeddin reveal that the greed explanation for prolonging the duration 

of conflict and encouraging secession is plausible, for example, in the case of Indonesia’s nat-

ural resource rich provinces that hosted strong separatist movements. Meanwhile, grievances 

and horizontal inequalities offer a better explanation for outbreak of the conflict, but not pro-

longing it. They argue that while greed and grievance may be complementary explanations for 

conflict, neither is sufficient for the outbreak of civil war.237  

 
Several recent studies have now come to challenge the explanations of greed as the 

most important cause of interstate wars. Agha Bayramov argues that it is not adequate to simply 

offer greed as the main cause of natural resource conflict. Rather than a single factor, non-

resource factors of conflicts, such as political, economic, historical, cultural, ethnic and geo-

graphical etc., and their connection with resources are important to explain interstate con-

flicts.238 Furthermore, Emily Meierding argues that obstacles such as invasion costs, occupa-

tion costs, international costs, and investment costs dramatically reduce the profitability of 

waging war for oil. Meierding, based on the analysis of a large number of oil wars, argues that 

oil resources were not the fundamental cause of international oil wars. For instance, as she 

notes, in Japan’s invasion of the Dutch East Indies and Iraq’s invasion of Kuwait, regime sur-

vival rather than oil greed was the primary cause of their attacks.239 

2.4.4 Control over natural resources and sovereignty: a more comprehensive explana-
tion for outbreak of interstate wars 

It has now become necessary to explore other factors that could have been responsible for the 

outbreak of interstate wars. A more comprehensive explanation for the outbreak of wars be-

tween states that involve competition and control over natural resources is consolidating sov-

ereignty. Voller notes that in many cases competition over natural resources occurs where the 

legitimacy and sovereignty of an actor is contested by others.240 This has been true in a number 

of cases such as water conflicts in Eastern Africa and the Middle East, Africa’s conflict 
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minerals and oil conflicts such as the conflict in the South China Sea, the conflict between 

Sudan and South Sudan, the conflict between Israel and Lebanon and the conflict between the 

KRG and Iraq. Despite financial incentives they provide, numerous studies have revealed that 

states and societies frequently associate natural resources with the symbols of pride, national-

ism, independence and sovereignty.241 For instance, the water conflict between Israel and Pal-

estine is directly linked to the issue of sovereignty. The Palestinians perceive control over water 

resources as matter of sovereignty and independence.242 Israel exercises direct control over 85 

percent of water resources in the West Bank. Palestinians see the lack of control over ‘their’ 

own water resources as a loss of their sovereignty. Adel Yassin, director-general of strategic 

planning at the Palestinian Water Authority, clearly states that ‘any state without water is a 

state without sovereignty.’243 In other words, Palestinians link the control over water resources 

to sovereignty.244 Land is also another example. In 1974 three Bougainvilleans from Bougain-

ville, an autonomous region of Papua New Guinea, describe how they have been affected by 

the operations of the mining company, the Australian company Bougainville Copper Limited 

(BCL), and claim: 
 
Land is our life. Land is our physical life-food and sustenance. Land is our social 
life, it is marriage, it is status, it is security, it is politics; in fact, it is our only world. 
When you [foreigners] take our land, you cut away the very heart of our existence. 
We have little or no experience of social survival detached from the land. For us to 
be completely land-less is a nightmare that no dollar in the pocket or dollar in the 
bank will allay; we are threatened people.245  
 

This demonstrates how their sovereignty was threatened because land has become a symbol of 

sovereignty and cultural tradition to Bougainvilleans. Increasing hostility of the local commu-

nity towards the mining development and BCL led to conflict and the closure of the mine in 

1988.246 Bougainvilleans have linked their unlocked natural resources to sovereignty. For 
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instance, a villager did not want the mine to reopen. She claims that ‘If I had a choice, but I 

don’t think I have a choice. If I am crying for independence; then I need the mine.’247 This 

exhibits that after achieving external sovereignty, then Bougainvilleans are willing to exploit 

these unlocked resources for development under their own government and country. Therefore, 

they benefit from their mining through securing sovereignty. The final instance is that Norway 

has insisted on continuing to whale in its waters in spite of this hampering its Nordic integration 

and cooperation. This was because Norwegians did not want to give up its sovereignty over 

regulating whaling.248 While whaling for Norwegians has become a symbol of their tradition 

and sovereignty, their insistence on whaling was a blow to their reputation. Sandra Altherr, a 

biologist with Pro Wildlife, reveals, ‘As one of the world’s most modern and prosperous coun-

tries, Norway’s whaling is an anachronism. Slaughtering whales to eat and trade has no place 

in Norway and serves only to diminish the country’s international reputation.’249   

 
Not only water, land and whale, but also other resources such as oil serve the same 

function. For instance, the symbolism of Mexican oil has related to the understanding of sov-

ereignty. Many Mexicans have rejected any proposal to sell and privatize Pemex, the Mexican 

state-owned petroleum company, because ‘for Mexicans, Pemex is like the Virgin of Guada-

lupe – it has the magic of symbolism. It’s like apple pie for Americans.’250 Rüdiger also scru-

tinises how the oil crisis of 1973-74 challenged the sovereignty of the US and Western Euro-

pean states. He argues: 
 
[E]ven if the consuming countries’ ‘Westphalian sovereignty’ was never an issue 
during the oil crisis, the [oil] embargo challenged their ‘international legal sover-
eignty’ trying to pressure the governments to assume a certain position with respect 
to the Arab-Israeli conflict. It did so by establishing the limits of their ‘interdepend-
ence sovereignty,’ as they were apparently not capable of ascertaining the sufficient 
influx of oil into the country. This, in turn, challenged ‘domestic sovereignty’ in 
the Western world.251 
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Furthermore, John Bolton, who served as U.S. ambassador to the UN under President George 

W. Bush, has warned of ‘the coming war on sovereignty.’252 This may happen as each littoral 

state such as China, Brunei, Indonesia, Malaysia, the Philippines, Taiwan and Vietnam has its 

own oil and gas operations in the South China Sea that has been claimed either partially or 

wholly by each of them.253 This demonstrates that sovereignty over the region’s large deposits 

of oil and natural gas is contested. China, for instance, argues that it has historical sovereignty 

over the South China Sea islands and considered them as ‘ancestral properties’ conceded by 

preceding generations.254 China expresses that ‘Chinese activities in the South China Sea date 

back over 2000 years ago’ with China being ‘the first country to discover, name, explore and 

exploit the resources of the South China Sea islands and the first to continuously exercise sov-

ereign powers over them.’255 China also associates natural resources with the symbols of sov-

ereignty. For instance, Jeremy Maxie notes that ‘China is not asserting expansive territorial 

claims and risking military confrontation with its neighbours (and potentially the United States) 

just to gain access and control of unproven oil and gas resources; instead, the development of 

offshore oil and gas resources is contested because it evokes sovereignty.’256 This indicates 

that the control and production of oil and gas resources is associated with sovereignty. As 

Maxie argues, ‘resource competition is a means to an end—as an instrument for Beijing to 

assert territorial sovereignty for geopolitical and strategic purposes.’257 Thus, the competition 

over oil and gas resources in the South China Sea has limited the ‘interdependence sovereignty’ 

of the seven claimants as they are apparently not able to unilaterally explore and produce oil 

and gas farther from their shores and deeper into disputed areas. There is perhaps very little 

incentive for claimants to try a joint exploration because it would require some recognition of 
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the right to exploit oil and gas resources. In other words, they have to give up a degree of 

sovereignty.258  

 
Oil increases the value of territory which ‘increases the probability that crises over ter-

ritory will lead to war instead of negotiated compromises, as states are more willing to run the 

risks of fighting.’259 Most ominously for de facto states such the KRG and Somaliland, ‘oil is 

especially likely to generate conflict when territorial boundaries are contested.’260 These con-

flicts are also more problematic to settle because they are more sovereignty disputes rather than 

just monetary disputes.261 Sharing the revenues between the actors may not resolve the conflict 

as Voller observes if ‘control over oil is associated with sovereignty … It may render any 

peaceful solution to the conflict impossible.’262  

2.5 Research design  

This research aims to develop new hypotheses about the link between natural resources and 

sovereignty and relies upon the case study method to answer the research questions that initially 

posed. The case study is preferred as it delineates: (a) when ‘how’ or ‘why’ questions are pre-

sented; (b) when the researcher has limited, if any, control over events; and (c) when the con-

centration is on a contemporary and contextual event.263 It is counted as ‘a distinctive form of 

empirical enquiry.’264 Furthermore, ‘the distinctive need for case studies arises out of the desire 

to understand complex social phenomena… [which]allows investigators to retain the holistic 

and meaningful characteristics of real-life events.’265 Thus, the case study research method 

investigates a particular contemporary real-life phenomenon within its context while the 

boundaries between the phenomenon and its context are not always be obviously apparent.266 

Since the focus of this research is the Kurdistan Region of Iraq, the case study method enables 
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260 Ibid. 
261 Scott Pegg, ‘Oil to Cash in Somaliland: A Debate Whose Time Has Come’, The Journal of Modern African 
Studies 56, no. 4 (December 2018): 624, https://doi.org/10.1017/S0022278X18000575. 
262 Voller, ‘Kurdish Oil Politics in Iraq’, 79. 
263 Robert K. Yin, Case Study Research: Design and Methods, 3rd ed, Applied Social Research Methods Series, 
v. 5 (Thousand Oaks, Calif: Sage Publications, 2003), 9. 
264 Ibid., 10. 
265 Ibid., 2. 
266 Ibid., 13. 



 51 

the researcher to focus on and examine the specific issue of Kurdish natural resources and 

sovereignty ‘within a real life context.’ 

 
This research has chosen an explanatory case study.267 Harder claims that explanatory 

case studies are used both to explore and describe phenomenon and to explain causal relation-

ships and to develop theory. They provide a detailed description of the facts of a case, including 

paying attention to alternative explanations that are congruent with the facts.268 The role of 

theory or development of theoretical propositions before data collection is where case study 

research differs from other qualitative methods such as ethnography and grounded theory.269 

The single-case design and the multiple-case design are the two basic types of the case study 

designs. The unique difference between single and multiple-case designs is the contextual con-

ditions. A holistic case study has a single unit of analysis while an embedded case study has 

more than one unit of analysis. For example, a holistic single case study surveys the overall 

nature of the subject without any subunit.270 This study uses a holistic analysis approach be-

cause it universally analyses the issue of the KRG’s sovereignty and natural resources, which 

can generate insights about the broader subject of natural resources and sovereignty.271 

2.5.1 The single-case design 

A critical case design is employed for this single case study. The single-case design may be 

adopted or significantly justifiable under five circumstances (but it is recognized that there 

could be more): (a) when it is a critical case in order to test or falsify a well-formulated theory; 

(b) when it is an extreme or unique case in order to provide opportunity to demonstrate a rare 

situation; (c) when it is a revelatory case in order to analyse a phenomenon that was previously 

inaccessible; (d) when it is a representative or typical case in order to represent a typical situa-

tion among many different situations; and (e) when it is a longitudinal case in order  to study 

changes over time.272 A single-case design for this study was selected because the context is a 

 
267 Ibid., 3–4. 
268 Henry Harder, ‘Explanatory Case Study’, in Encyclopedia of Case Study Research, ed. Albert Mills, Gabri-
elle Durepos, and Elden Wiebe (Thousand Oaks, CA: SAGE Publications, 2010), 370–71, 
https://doi.org/10.4135/9781412957397. 
269 Yin, Case Study Research, 28. 
270 Ibid., 42–46. 
271 I use the term ‘oil’ in this paper to refer both to oil and natural gas.  
272 Yin, Case Study Research, 39–42; John Gerring and Lee Cojocaru, ‘Selecting Cases for Intensive Analysis: 
A Diversity of Goals and Methods’, Sociological Methods & Research 45, no. 3 (August 2016): 393, 
https://doi.org/10.1177/0049124116631692.note: Eckstein identifies five species: configurative-idiographic, dis-
ciplined-configurative, heuristic, plausibility probes, and crucial-case; Gerring in 2007 and Seawright and 
Gerring in 2008 identify nine techniques: typical, diverse, extreme, deviant, influential, crucial, pathway, most-
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critical case. Eckstein describes a crucial (or critical) case as one ‘that must closely fit a theory 

if one is to have confidence in the theory’s validity, or, conversely, must not fit equally well 

any rule contrary to that proposed.’273 In the classical method, a case is crucial ‘if the facts of 

that case are central to the confirmation or disconfirmation of a theory.’274 However, when a 

hypothesis is already well established in the theoretical literature, the purpose of the crucial 

case is to clarify the hypothesis rather than to confirm or disconfirm it.275  

 
The purpose of this study is not to invalidate a general theory on the basis of a single 

case, but to elucidate mechanisms. Therefore, the link between natural resources and sover-

eignty-driven conflict is already well established. While this study is concerned with the causes 

of war, it specifically aims to shed light into the dynamics between natural resources and four 

dimensions of sovereignty. Existing research does not adequately answer the research ques-

tions that have been initially posed. Few scholars have looked deeply at the link between nat-

ural resources and sovereignty as a complex institution with various dimensions, and most of 

those who have focus on the recognized states’ two dimensions of sovereignty at the one-unit 

level of analysis.276  

 
In this research, process‐tracing is used as a methodological tool to examine the KRG 

as a case study of de facto statehood. This study will probe mechanisms between natural re-

sources and sovereignty. Process tracing ‘involves close examination of the interplay between 

events and facts.’277 It is used to ‘identify and study complex relations between variables, as 

well as focal points, the influence of expectations, and agent-structure relations.’278 This thesis 

will explore how control over resources affected the KRG’s contested sovereignty. It will also 

 
similar, and most-different; Lijphart proposes six case study types: a-theoretical, interpretative, hypothesis-gen-
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2007): 231, https://doi.org/10.1177/0010414006290784. 
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275 Ibid., 238–39. 
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geles: SAGE Publications India Pvt Ltd, 2014). 
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try to understand how contested sovereignty affected decision-making and strategies with re-

gard to natural resources.  

 
This case study design consists of five components: ‘(a) a study’s questions, (b) its 

propositions, if any, (c) its units of analysis, (d) the logic linking the data to the propositions 

and (e) the criteria for interpreting the findings.’279 Unlike other research methods, case study 

designs lack a standard catalogue. Nevertheless, these five components mentioned above guide 

the researcher to generate preliminary theories and propositions about the topic of the study.280 

Contrary to survey methods, the case study design does not limit the number of variables of 

interest to be analysed.281 

 
This case study has advantages and limitations like other types of research methods. The 

advantages of case study research outweigh its limitations. Yin retains that the main advantage 

of the case study is its capacity to offer a holistic view of an event or individual through the 

employment of variety of evidence such as interviews, documents, observations and artefacts. 

Therefore, a diversity of data collection methods can be utilized to understand the complexities 

of Kurdish natural resources (particularly oil and gas) and sovereignty.282 The present study 

has fixed limits, which in turn will be able to control the boundaries of the research such as 

time and context to gain a full understanding of the KRG’s situation of oil and gas and sover-

eignty.283 The case study offers greater research flexibility to the researcher in choosing from 

a range of research approaches.284 A single or small number of cases allows the researcher to 

capture in-depth understanding of the case from multi perspectives and in a specific context.285 

As King et al. note:  
 
One of the often overlooked advantages of the in-depth case-study method is that 
the development of good causal hypotheses is complementary to good description 
rather than competitive with it. Framing a case study around an explanatory ques-
tion may lead to more focused and relevant description, even if the study is ulti-
mately thwarted in its attempt to provide even a single valid causal inference.286 
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Academics advocate that case studies might still provide deeper understanding of the phenom-

enon within its context: ‘Sometimes, in-depth knowledge of an individual example is more 

helpful than fleeting knowledge about a larger number of examples. We gain better understand-

ing of the whole by focusing on a key part.’287 

 
Though this case study method has three major limitations such as construct validity, 

internal validity and external validity, they can be eliminated. Construct validity is especially 

problematic in the case study method. It has faced a lot of criticism due to the role of the 

investigator’s subjectivity. Yin proposes three ways of ensuring and testing construct validity 

through using multiple sources of evidence, establishing a chain of evidence and having key 

informants to review the results of the case study.288 Internal validity is a matter only in causal 

or explanatory case studies. To increase internal validity, pattern matching, explanation build-

ing, addressing rival explanations, and using logic models can be used.289  

 
The third and arguably most prominent critique of case studies in this area relate to sin-

gle-case studies is the issue of external validity or generalizability. The critical question is ‘how 

can you generalize from a single-case study?’ Yin responds that case studies, similar to exper-

iments, are generalizable to theoretical propositions rather than to populations or universes. 

Therefore, the case study and the experiment do not represent ‘samples.’ Instead, the goal of 

the case study research is to ‘expand and generalize theories (analytic generalizations) and not 

to extrapolate probabilities (statistical generalizations).’290 Hence, the goal of this single case 

study is to generalize rather than particularize. 291 Moreover, the goals of generality and par-

ticularity are not, however necessarily mutually exclusive. As King et al. argue:  
 
Generalization, however, does not eliminate the importance of the particular. In 
fact, the very purpose of moving from the particular to the general is to improve 
our understanding of both….In addition, we almost always learn more about a spe-
cific case by studying more general conclusions…where possible, social science 
research should be both general and specific: it should tell us something about clas-
ses of events as well as about specific events at particular places…the best way to 
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understand a particular event may be by using the methods of scientific inference 
also to study systematic patterns in similar parallel events.292  
 

It is also important to situate this single case study in a comparative perspective through entan-

gling it within the current research literatures of sovereignty and natural resources. As George 

and Bennett note, ‘single case studies take place within the context of ongoing research pro-

grams, so that studies of single cases may draw comparisons to existing studies; thus, ‘the 

community of scientists,’ rather than the ‘individual researcher’ is the relevant context in which 

to judge case selection.’293 Rueschemeyer makes a similar point:         
 
[T]he [case] studies that have yielded the most analytic insight were informed by 
intensive advance theoretical reflection… Such reflection not only shapes the ques-
tions and the premises of the case analysis, it also links them to earlier scholarship 
and thus to analytic work on other instances of the issue under investigation.294       
 

This in-depth study of the Kurdistan Region of Iraq is part of a clearly defined universe of 

cases, of explaining the mechanism linking natural resources and sovereignty, such as works 

of Graf, Reeves, Bovensiepen and Nygaard-Christensen, Dutton, Halverson and Renger.295 

2.5.2 The KRG as a crucial case for the theoretical framework 

It is important to elaborate on why the Kurdistan Region of Iraq is the crucial case study to 

illustrate the mechanisms linking natural resources and sovereignty. The KRG’s natural re-

sources and its contested sovereignty can be seen as a ‘crucial case’ for the general theoretical 

framework. Thus, positioning an in-depth analysis of the de facto state is a strong test for the 

theoretical claims. 

Unlike most of the de facto states, the KRG is chosen as crucial case because oil is 

always an essential factor in determining the sovereignty of Kurds, particularly since the First 

World War to the present time. Oil had prevented the Kurds from achieving external 
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sovereignty in the 1920s. The British decided to incorporate the Kurds into British-controlled 

Iraq literally due to the discovery of large reserves of crude. As the historian William R. Polk 

writes: 
 
What would ultimately determine the fate of Kurdistan had little to do with the 
Kurds; it would be decided by the fact that a huge deposit of oil was known to exist 
in what might have become a separate Kurdish state rather than British-controlled 
Iraq. The Treaty of Lausanne, signed July 24, 1923, recognized the Turkish state 
but made no mention of the Kurds. Oil made Kurdistan Iraqi.296 
 

Successive Iraqi governments deliberately neglected the development of the oil sector in the 

territory of the Kurds in order to undermine any attempt by the Kurds to secure their domestic 

sovereignty and to defeat their struggle for national self-determination. In the words of KRG 

president Massoud Barzani:  
 
[E]ver since the discovery of oil in Iraq in the 1920s, successive Iraqi governments 
have sought to keep oil out of Kurdish hands, blocking exploration and develop-
ment of fields in Kurdistan. Saddam Hussein’s government went even further, us-
ing Iraqi oil revenues to finance the military campaigns that destroyed more than 
4,500 Kurdish villages and to pay for the poison gas used to kill thousands of Kurd-
ish civilians.297 
 

This highlights that how oil became so clearly associated with control over territory, sover-

eignty and independence. Although the Kurds have increasingly moved toward the creation of 

a de facto state since the end of the 1991 Gulf War, they could not exploit their oil resources 

because they had faced a double embargo: the UN imposed an embargo on Iraq, while an in-

ternal embargo against the Kurdistan Region was maintained by its parent state, Iraq.298 Nev-

ertheless, after the fall of Saddam Hussein’s regime in 2003, the Kurdish leaders attempted to 

consolidate their domestic sovereignty by controlling their own oil and gas for their advantages. 

This bid is obvious in the Transitional Administrative Law (TAL) negotiations of 2004 and the 

constitution of 2005.  
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While there are several other potential cases, the KRG has been chosen due to the fol-

lowing reasons. In contrast to most de facto states, the Kurdistan Region Ministry of Natural 

Resources (MNR) estimates the reserves at 45 billion barrels of oil and at 5.67 trillion cubic 

meters of natural gas.299 Although the KRG is a de facto state, its reserves would rank it 10th 

in the world, behind Libya.300 Moreover, the Kurdistan Regional Parliament passed the first 

draft of a regional Petroleum Law in June 2007 to attract upstream oil and gas investment to 

the Region.301 Meanwhile, Somaliland has no proven oil reserves yet because it is still in the 

stage of exploration.302 As Hon Jama Mohamoud Egal, the Minister of Energy and Mineral 

Resources for Somaliland, states, ‘The oil is there, it is just a matter of when we get it.’303 

Somaliland has so far neither formulated a legislation for the upstream petroleum sector.304 The 

KRG is the first de facto state that not only completed its own new oil pipeline, but also com-

menced sending oil to the Turkish port of Ceyhan or international market without the approval 

of its parent state since the end of 2013.305 Nevertheless, South Sudan, which was a de facto 

state before gaining independence in 2011, contains most oilfields, but it is landlocked and 

remains dependent on Sudan (its parent state)’s export pipelines and Red Sea export terminal, 

and refineries.306  
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2.6 Research methodology 

Although case studies may involve both qualitative and quantitative research methods, only 

qualitative methods are used for this case study. This research uses multiple sources of evi-

dence (triangulation) that come from two sources such as semi-structured interviews and doc-

uments of various forms. This ‘data triangulation’ helps to improve construct validity of this 

case study and allows the researcher to corroborate the same fact or finding.307 The triangula-

tion offers the opportunity to the researcher to obtain ‘multiple measures of the same phenom-

enon.’308 

 
Both primary and secondary sources will be included in this case study. The main pri-

mary source will be the data collected directly by the researcher from the qualitative interviews. 

Interviews were an integral part of researching for this research. Semi-structured interviews 

will be conducted with relevant Kurdish elites who will provide insights into decision-making 

processes regarding the KRG’s natural resources. Interviews will be subsequently examined, 

categorized, tabulated and tested. Official documents, speeches, manuscripts, letters, legal doc-

uments and statistics will be used to obtain information on the link between KRG’s oil and its 

sovereignty and to support the overall argument and conclusions reached.  

 
This study will also analyse secondary sources such as books, articles in journals and 

magazines published by well-informed academics on the oil and sovereignty issues of the Kur-

distan Region of Iraq. Online articles in well-known newspapers and magazines will also offer 

excellent sources of data for this research. Moreover, this research will extensively use research 

articles, policy papers, summaries of events, reports and publications by various think tanks, 

research institutions and governmental and non-governmental organizations.  

2.6.1 Interviews 

The literature provides three main types of interviews that researchers could depend on to ob-

tain data for their studies, which are structured, semi-structured, and unstructured interviews.309 

This study adopts the semi-structured interview, which has a general framework of themes to 

be explored by preformulated, usually open-ended, questions that may be expanded as the 
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situation warrants.310 A list of questions will be prepared regarding this case study prior to 

conducting interviews. During the interview, main questions will be covered and interviewees 

will be allowed to express their thoughts on the topic of discussion. Elite interview will be 

adopted for this case study because it is seen as a crucial method in the fields of political science 

and international relations research.311 Four key objectives will be obtained when conducting 

elite interviews. First, the data obtained from the interviewees can corroborate or confirm the 

robust findings gathered from other existing sources. Second, the data from elite interviewees 

can also disclose new information about the research topic. Third, gathering information from 

a sample of elites can be used to make generalizable claims about all elites’ beliefs or actions.312 

Finally, elite interviews can help the researcher to reveal causal processes of this case study. 

As Tansey claims:    
 
Through direct and focused questioning, researchers can reconstruct political epi-
sodes on the basis of the respondents’ testimonies, stitching together various ac-
counts to form a broader picture of a complex phenomenon.  Elite interviews can 
shed light on the hidden elements of political action that are not clear from an anal-
ysis of political outcomes or other primary sources. By interviewing key partici-
pants in the political process, analysts can gain data about the political debates and 
deliberations that preceded decision making and action taking, and supplement of-
ficial accounts with first-hand testimony.313     
 
Although a ‘probability sampling’ method is noteworthy, it will not be applicable for this 

study because it is difficult to conduct qualitative in-depth interviews with a wider population 

of elite interviewees. Rather, it will be more applicable in this research to adopt a ‘non-proba-

bility sampling’ method, which hangs on the availability of the interviewees and their high 

level of knowledge of the topic.314 Tansey referrers to these two types of non-probability sam-

pling as ‘convenience sampling’ and ‘purposive sampling’ as these give the researcher more 

flexibility to use and choose available and knowledgeable interviewees that fit the purpose of 

the research.315 With regard to the purposive sampling, it is important to note that the researcher 

will select elites on the basis of their high level of knowledge of the topic of the links between 

oil and contested sovereignty in the Kurdistan Region rather than on their high political, social 

or economic positions. As the researcher reaches a point that ‘there are people out there who 
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know more about your subject than you do.’316 In this regard, it is acknowledged that there is 

a plethora of people who can be considered as elites in their fields because of their insider-

knowledge of the issue of topics relevant to this study and their experience in the KRG, which 

can generate value insights about the broader subject of oil and sovereignty. 

 
I conducted 11 semi-structured interviews with officials, senior members of political par-

ties, academics and local and foreign experts (see Appendix1). Examples of the interviewees 

include Falah Mustafa Bakir, the former Head of the Department of Foreign Relations for the 

KRG, Ahmed Mufti, Deputy Minister of Natural Resources, and Sherko Jawdat Mustafa, for-

mer Chairman of the Parliament’s Industry, and Natural Resources Committee. I asked 10 

semi-structured questions to the interviewees during the interview time (see Appendix 2).  Alt-

hough I tried to conduct face-to-face interviews in early 2020 and 2021, I finally carried out 

remote interviews due to the social distancing measure to prevent the spread of COVID-19.317 

Interviews were largely conducted via video call during September 2021-February 2022, and 

lasted between 45 minutes to one hour. Only one interview was conducted face-to-face in 

Sulaimani city of the KR. I recorded the interview with the informed consent of the interview-

ees, but two members wanted not to be recorded. Only one interviewee wanted to be anony-

mous. Furthermore, few elites wanted to check their quotations or paraphrasing before I use 

them. The interviews were largely conducted in English. I translated three interviews from 

Kurdish to English without external efforts. I destroyed the audio recordings after transcrip-

tion. 

 
It is important to remark that while there is sufficient data about the KRG’s energy rela-

tions with Turkey and the US, there is much less information about those with Iran, Russia, 

and Israel. Although I attempted to obtain information from interviewees regarding the KRG’s 

energy ties with these states, I only received information that is already public knowledge. 

 
To analyse the interview data, the interviews were incorporated into this case study by 

adding direct quotations, by paraphrasing what the elites have said, or by summarising ideas. 

Thus, the purpose of the elite interview is not simply to look for standardized data. Rather, it 

attempts to obtain four key objectives as discussed above. 
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Lastly, relating to the issue of my positionality as an oil and gas researcher for the Inter-

national Consulting Group and a Kurd with deep cultural links to many of elites being inter-

viewed, I am able to grasp the world from their perspective and to observe events from their 

point of view. Furthermore, I made every effort to maintain objectivity and reduce subjectivity 

while collecting and analysing the data. Throughout the interviews, I did my best to maintain 

objectivity. In order to increase reliability, I interviewed elites from a variety of professions and 

political backgrounds. This allowed me to collect data from a variety of sources. 
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Chapter 3. The question of oil prior to 2003 

This chapter provides a detailed review of the Kurdish national liberation movement in Iraq 

with regard to the question of oil. It focuses on the impact of oil resource on the sovereignty of 

the movement’s national liberation in Iraq. The first section covers mainly the period between 

1918 and 1991. It primarily aims to make the case that even before the formation of the de 

facto state, the sovereignty conflict over the control of natural resources between subsequent 

Iraqi governments and the Kurdish national movement had already taken place. This is a crucial 

component of the overall thesis. The second section starts during the first decade of the exist-

ence of the Kurdish de facto state. It examines the role of the illicit oil trade, as a main source 

of wealth, in the initial processes of de facto state-building. Furthermore, it examines the role 

the illicit oil trade in the Kurdish civil war (1994-1997). It argues that contention over the 

division of oil smuggling-generated revenue was the main cause of Kurdish infighting, which 

seriously endangered the domestic sovereignty and devastated the already weak international 

legitimacy of the Kurdish de facto state. The introduction of the Oil for Food Programme as 

well as other forms of international aid played an important role in ending Kurdish infighting. 

This section also surveys challenges facing the early stage of the Kurdish de facto state with 

regard to the exploitation of natural resources. Finally, this chapter sets the stage for better 

understanding of the links between natural resources and sovereignty in the later chapter.  

3.1 Oil: the incorporation of the vilayet of Mosul into the kingdom of Iraq 

The British forces occupied the Ottoman vilayets (provinces) of Basra and Baghdad during 

World War I. The British officials offered Sharif Hussein bin Ali of Mecca an independent 

Arab state (the provinces that later became modern Iraq) if he would help the British fight 

against the Ottomans. The predominantly Kurdish-populated vilayet of Mosul was not men-

tioned in this agreement.318 But it became increasingly significant due to its strategic location 

and the geopolitical value of newly discovered hydro-carbon reserves near to the city of Kir-

kuk.319 Kurds also fought alongside with the British against the Ottomans. The British 
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occupied Kirkuk in May 1918, resulting in the surrender of the Ottomans at Mudros in Octo-

ber 1918. Like the Arabs, the Kurdish leaders anticipated compensation for their role in the 

war.320 

 
The aborted Treaty of Sèvres  signed in August 1920 in which Article 62 provided for 

‘local autonomy for the predominantly Kurdish area’ and Article 64 even looked forward to 

the possibility that ‘the Kurdish peoples’ might be granted ‘independence from Turkey.’321 

However, this situation was totally changed by the recovery of the Turkish forces under the 

leadership of General Mustafa Kemal Atatürk, oddly with significant Kurdish support since 

Turks utilized a sacred slogan calling for Islamic unity. The Treaty of Sèvres never became a 

reality and was replaced by the 1923 Treaty of Lausanne, which formed the modern state of 

Turkey without any mention of a Kurdish state.322 As a result, all the Kurdish regions were 

divided by the Syrian, Iranian, Iraqi and Turkish states. Northern Kurdistan (i.e. the Kurdish 

areas north of the Mosul vilayet) was incorporated into Turkey and the Mosul vilayet came 

under the de facto control of British-mandated Iraq (See Figure 1).323 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

Figure 1. Map of the Mosul vilayet. Source: P.E.J.Bomli, L'Affaire de Mossoul, 1929 
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Oil was the main reason for the British to incorporate the vilayet of Mosul into the 

Kingdom of Iraq. The Treaty of Lausanne failed to resolve the dispute between Turkey and 

Great Britain and its mandate Iraq over the vilayet of Mosul or what became Iraqi Kurdistan. 

In 1926, the Council of the League of Nations resolved the British–Turkish dispute over the 

vilayet and decided to attach the mainly Kurdish-populated vilayet of Mosul to Iraq.324 There 

were several reasons why the British incorporated the vilayet of Mosul into the kingdom of 

Iraq. First, oil was a main crucial factor as extremely rich oil deposits existed in the Mosul 

vilayet.325 Therefore, Britain kept the vilayet with Iraq for the sake of its oil policy. Oil gradu-

ally replaced coal as the Royal Navy’s fuel of choice.326 Britain had been willing to yield ‘half 

the Anglo-Persian Oil Company’s 70 per cent holding in Mosul to Standard Oil to get US 

support for Britain retaining Mosul in 1923.’327 The richness of Southern Kurdistan, particu-

larly its potential oil fields not only would serve the British oil policy, but also modern Iraq 

economically and strategically. Lord Curzon, a British Foreign Secretary from 1919 to 1924, 

advocated that ‘the mandated territory must include Mosul, since there is no suitable physical 

boundary between Mosul and the Persian Gulf … oil-bearing regions of Mosul are essential to 

the revenues on which the future development of the whole country will depend.’328 Similarly, 

Faisal, a son of Sharif Hussain of Mecca, as King of Iraq believed that the vilayet was an 

integral part of Iraq and stated its importance in 1924, ‘I consider that it is impossible, both 

strategically and economically, for a government in Baghdad to live if Mosul is detached … 

Nor can a real life be hoped for the people of Iraq without Mosul ... Mosul is to Iraq as the head 

to the rest of body.’329 This demonstrates that Iraq would not be a viable state politically, stra-

tegically and economically without the inclusion of southern Kurdistan. Strategically, the 
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geographic position of Kurdish mountain ranges would be considered as a barrier to the poten-

tial Turkish threat towards the modern Iraq and British interests in the region.330  

 
Second, it would reduce British military expenditures. World War I had caused consid-

erable financial difficulties for Britain and exhausted the British treasury. Thus, the British 

were financially incapable of deploying a British Army permanently in a possible separate 

Kurdish state. In other words, it would be far less costly for Britain to defend Iraq’s alluvial 

plain, and its oil fields rather than the natural barrier of southern Kurdistan’s mountains.331 

Finally, the annexation of the predominantly Sunni Kurds of the Mosul vilayet to Iraq would 

change demography and increase the number of Sunnis. This would allow King Faisal to keep 

the regime through maintaining a balance between the Sunni Kurds in north Iraq, Sunni Arabs 

in the centre and Shiite Arabs in the south.332 Oil was the crucial factor, among other above-

mentioned factors, to prevent Kurds from achieving full sovereignty. Oil interests not only 

made Britain, but also the US and Europeans withdraw their support for the creation of an 

independent Kurdish state. In the words of a 1979 CIA report: 
 
Although British foreign policy was not actively hostile to Kurdish desires for au-
tonomy, the discovery of oil in southern Iran and the possibility that oil was also 
present in northern Iraq [southern Kurdistan] worked against British support of an 
independent Kurdistan. The discovery oil in 1927 near Kirkuk in a concession held 
by U.S. and European oil interests acted to limit Western sympathy for the Kurdish 
independence movement.333 
 

It was politically convenient for Britain to share the Mosul vilayet’s oil with American, French 

and Dutch companies. Furthermore, the great power competition over oil in Iraq and southern 

Kurdistan made Gertrude Bell, the British writer, explorer, spy and political officer who helped 

shape modern Iraq, complain, ‘Oil is the trouble of course—detestable stuff.’334Anderson and 

Stansfield contend that Britain might have advocated the creation of an independent and sov-

ereign state of Kurdistan if oil would not have been discovered in Kirkuk:  
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To emphasize the importance of oil in the story of Kirkuk, it is worth briefly re-
considering Kirkuk’s modern political history by imagining a scenario without oil. 
If the underlying geology of the province had contained water aquifers instead of 
oil fields, it is unlikely that the enforced population movements caused by the pol-
icy of Arabization would have taken place, while the democratic issues that are 
now so problematic to resolve would have been of a different, lesser magnitude. 
This counterfactual ‘Kirkuk without oil’ scenario warrants developing a little more 
deeply. It is possible, for example, that in the aftermath of World War I and the 
occupation of Kirkuk following the signing of the Mudros Armistice in 1918 that 
the British would have supported the creation of a Kurdish state – even extending 
northward of the current Iraqi border to Lake Van, deep into Anatolia. However, 
as it became more apparent that unknown but probably vast amounts of oil lay 
underneath Kirkuk, the British position toward the Mosul vilayet changed, which 
is one of the reasons it was incorporated into the Kingdom of Iraq.335 
 

Kurds had been claiming the Kirkuk city and its surrounding areas as an inseparable part of the 

ancestral homeland of Kurdistan through ages. Manifestly, Kirkuk had previously been the 

capital of a flourishing Kurdish emirate. After World War I, Kirkuk’s oil industry became the 

major conflict between the Iraqi Kurdistan and Iraqi governments.336 For the Kurds, the control 

of Kirkuk’s oil was indispensable if they were to gain full sovereignty and autonomy or do-

mestic sovereignty from the rest of Iraq.337 Many Kurds including Mulla Mustafa Barzani 

would later hope to include the oil-rich Kirkuk within their autonomous Kurdish region of Iraq 

as its capital.338 Oil was first discovered around the city of Kirkuk in the early1920s, but the 

first export of crude oil from Kirkuk began in 1934 and its oil production averaged 4 million 

tons in 1935, putting Iraq in the club of main oil exporting countries.339 For the Iraqi nationalist 

Arabs, Kirkuk became the most important and sensitive economic centre for Iraq. Despite that, 

it was also evident for them that Kirkuk was not an ‘Arab’ city.340 During the early 1920s, the 

first de-Kurdification or Arabization policy began and attempts were made to change the de-

mography of the Kirkuk region by bringing large numbers of Arab, Assyrian and Armenian 

workers from outside Kirkuk and displacing local Kurds and Turcomans.341 In other words, it 
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was the ethnic cleansing of native Kurds from parts of the Kirkuk region. This policy would 

later help the Iraqi government to assert its sovereignty over the Kirkuk region and its oil fields.  

 
Once the League of Nations decided the incorporation of Southern Kurdistan into Iraq 

and offered a special position to the Kurds in 1926, the Kurds believed that Britain protected 

their rights in the newly created nation state of Iraq. However, the Kurdish anxiety began again 

about how the Iraqi government would treat them when it was obvious that Iraq would attempt 

to enter the League of Nations and gain its independence from Britain in 1929.342 Furthermore, 

when Iraq gained its independence and joined the League as an independent state in 1932, 

Kurds accused the League of Nations, Britain and Iraq of failing to implement the League of 

Nations requirements of 1926.343 All led to a series of uprisings such as the Sheikh Mahmud 

uprising in March 1931 and Barzani uprisings of 1931-1932 and 1943-1945. After the final 

defeat of Sheikh Mahmud in 1931, Sheikh Ahmed Barzani and his brother Mulla Mustafa Bar-

zani continued to fight. The final defeat of Sheikh Mahmud might be associated with the prem-

ise that Sheikh Mahmud became a threat to British oil interests as he attempted to control the 

oil fields of Kirkuk.344 Thus, the Kurdish leaders were aware that the control of Kirkuk’s oil 

fields was economically and politically crucial in their quest for sovereignty. Iraqi forces with 

the help of the British Royal Air Force were able to overcome the revolts of the two Barzani 

brothers.345 After the two brothers were captured in Mosul in 1933, they were transferred to 

various cities in Iraq and finally exiled to Sulaimaniya.346 When Mulla Mustafa Barzani es-

caped from Sulaimaniya in 1943, he began his revolt until 1945 when he was forced to flee to 

Iran. Mulla Mustafa’s arrival in the Kurdish region of Iran placed together with the formation 

of the short-lived Kurdish Republic of Mahabad.347 After he was exiled to the Soviet Union 

following the collapse of the Republic, the new Kurdish (later Kurdistan) Democratic Party 
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founded in Iraq on 16 August 1946, elected Ibrahim Ahmed (the father-in-law of 

Jalal Talabani) as secretary-general with Mulla Mustafa Barzani as its president in exile.348  

 
Kurds in Iraq, in many respects, faced a difficult period during the 1950s due to socio-

economic developments, which were mainly caused by the increased wealth generated by the 

petroleum industry. Additionally, Iraq’s oil wealth did not trickle down to the lower echelons 

of society and caused the migration of rural workers towards the cities as they attempted to 

find employment in the petroleum industry or in cities.349 The KDP in its1953 agenda requested 

the nationalization of oil and attached a demand for a fair share of oil revenue and heavy in-

dustry. However, the visible inequality in wealth with the rapid mechanization of the agricul-

tural sector undermined landlord-peasant relations and also offered the KDP and the Iraqi Com-

munist Party (ICP) plenty of opportunities to recruit dissatisfied Kurds into their ranks.350 The 

KDP’s influence increased and at the same time Jalal Talabani emerged as a new influential 

member of the KDP in 1956. The KDP as a main stream political force gradually isolated itself 

away from the monarchy and established ties with Qasim’s Free Officers. When Qasim toppled 

the monarchy on 14 July 1958, he declared his intention to improve relations with Kurds by 

issuing a new provisional constitution stating that ‘the Kurds and the Arabs are partners within 

the Iraqi nation.’351 Most crucially, Mulla Mustafa was allowed to return to Iraq in 1958. Since 

Qasim’s government had not taken steps to fulfil his promise of regional autonomy, as he was 

reluctant to give up the control of oil fields near Mosul and Kirkuk to Kurds or the KDP, hos-

tilities between the government and the Kurds again began in September 1961 and sustained 

occasionally during the 1960s.352 This illustrates that Kurdish constant claim for including the 

Kirkuk oil fields within the Kurdish region is not just a matter of economic exploitation or 

monetary incentives. Rather, it is a matter of the pursuit of domestic legitimacy at this stage.  

3.1.1 The process of nationalization of oil and the Kurdish revolt 

The presence of oil had brought foreign powers into the sovereignty conflict between Kurds 

and Qasim’s government. In 1961 Qasim’s republican government commenced the process of 
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nationalization of oil, abolishing concessions previously obtained by the major Western oil 

companies, and coincidentally the Kurdish revolt began.353 The Kurdish revolt was maintained 

for a long period by foreign aid, particularity the Shah of Iran, Israel and lately the CIA.354 The 

first Kurdish revolt in the Iraqi republic commenced in September 1961. By September 23, 

Qasim stated that he ‘crushed’ the revolt in a swift surprise operation in seven days and blamed 

‘British imperialism’ and the American government for supporting the Kurdish revolt, allega-

tions which they denied.355 In the words of Qasim, ‘Behind the rising are the British themselves 

and their stooges among Americans; there are no other sides’ and ‘the British embassy [in 

Baghdad] was ‘the mother’ of the ‘mutinous movement, and the Americans its partners.’356 

Qasim also claimed that oil imperialists such as the British and American governments encour-

aged the Kurdish revolt in order to divert the Iraqi government’s attention away from its ongo-

ing oil negotiations with oil companies and its claim to Kuwait.357  

 
Iraq’s reaction went so far as to arrest two British engineers who worked with the Iraq 

Petroleum Company (IPC) for inciting the Kurdish revolt on October 16, 1961.358 Stephen 

Pelletiere assumes that the oil companies also played a role in prolonging the Kurdish revolt 

without offering substantial evidence.359 It was alleged that oil companies, especially the IPC, 

provided financial assistance to Barzani in 1961. A Kurdish leader, a representative of the 

Kurdish revolution in Europe, clarified this in an interview with Edmund Ghareeb, comment-

ing that:  
 
KDP threats to bomb oil installations were not taken seriously until the KDP 
bombed a pipeline. I was then contacted by a high official of the IPC, and I told 
him ‘We will not stop attacks against IPC installations until you freeze Iraq’s assets 
or give us aid.’ He rejected this, and I warned him that we were serious. However, 
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I believe that Barzani was getting money directly from them and this is the reason 
no serious attacks were mounted against the oil installations at that time, although 
such attacks would not have proven difficult.360 
 

This acknowledged that Barzani had received financial aid from the IPC for stopping his at-

tacks on the IPC facilities, not for waging or prolonging war against the Iraqi government. 

Thus, Mulla Mustafa’s role as a popular leader was considered a challenge to the Iraqi state’s 

sovereignty. Furthermore, the 12th day of December, 1961 marked a significant turning point 

when the Iraqi government passed Law No. 80, which expropriated 99.5% of IPC’s conces-

sions. The US officials considered Qasim’s act as a threat to U.S. interests since American oil 

companies owned 23.75% of IRC and 50% of the Kuwait Oil Company.361 Subsequently, Rob-

ert Komer, the National Security Council (NSC) staff member responsible for Middle East 

affairs, warned that if Qasim ‘can add Kuwait production (largest in the ME [Middle East]) to 

that of the IPC, he’ll have a stranglehold on ME oil.’362 Considering this hazard, the United 

States, Komer argued, must make preparations to advocate a ‘nationalist coup [that] … might 

occur at any time.’363 Consequently, the Kennedy administration ordered the CIA to commence 

planning for Qasim’s overthrow in 1962.364  

 
The US may have begun offering limited covert support to Mulla Mustafa’s forces 

against the Qasim regime in the fall of 1962.365 On August 25, the London Times revealed that 

Turkey arrested ‘two U.S. petty officers’ who were charged with smuggling armaments to 

Kurdish rebels. Qasim then utilized the event as ‘proof’ of Western interventions in Iraq.366 

Furthermore, Iraqi officials captured two US Army attaches who were charged with smuggling 

weapons to Kurdish rebels in November 1962. One arrested officer ultimately ‘confessed’ that 

he acted as an intermediary between Lt. Col. Harry Hall, a former Assistant Army Attache in 
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Iraq, and Kurdish tribesmen.367 Although the evidence for US covert assistance to Kurds in the 

1960s is far from indisputable, it is apparent that by the fall of 1962, the US Embassy in Bagh-

dad kept an eye on causes of stability and instability, including the ‘strength of opposition 

movements,’ in Iraq.368  

 
Nevertheless, Nawshirwan Mustafa Amin argues that Qasim wanted to show that the 

Kurdish movement, encouraged by Britain and America, began with the revenge for Qasim’s 

14th July Revolution, the Iraqi withdrawal from Baghdad Pact and the dispute with oil compa-

nies and the claim over Kuwait. He elucidates that the US was not interested in the Kurdish 

issue because being an ally of the Kurds might have strained American relations with its two 

most important allies, Turkey and Iran: both members of the Central Treaty Organisation 

(CENTO) and Turkey a significant member of NATO.369 

3.1.2 The legitimation campaign of Kurds towards Western and non-Western audiences 

At the same time, the Kurds commenced their own legitimation campaign aimed at Western 

and non-Western audiences. To encourage journalists to visit the Kurdistan Region and meet 

Mulla Mustafa, the KDP sent invitations to reporters, particularly New York Times, Time-Life, 

and Associated Press reporters, and writers for Le Monde, the Daily Telegraph and other Eu-

ropean newspapers. Dana Adams Schmidt of the New York Times and David Adamson of the 

Daily Telegraph were two reporters who turned their observations on Kurdish rebels into sym-

pathetic books. Schmidt even spontaneously forwarded messages from Mulla Mustafa to US 

diplomats.370 Moreover, in Cairo, Jalal Talabani, a KDP urban intellectual, met with the Egyp-

tian president Jamal Abdel Nasser in 1963 to discuss the Kurdish issue. He portrayed the Kurd-

ish revolt as an anticolonial struggle, ‘part of an overall nationalist movement,’ and as a ‘just 

war conducted by an oppressed people against a chauvinistic dictator.’371 Moreover, Emir K. 

Bedirkhan, who acted as the representative of the Kurdish people aboard, took a tour of Europe 

and the United States to advance the Kurdish cause. During his six-week staying at the US in 

the summer of 1962, he met ‘high officials of the State Department, UN functionaries, 
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Senators, Mrs. [Eleanor] Roosevelt, and Justice [William O.] Douglas,’ most of whom ‘listened 

sympathetically and promised to help the Kurdish cause.’372 In New York City, he sent a letter 

to U Thant, the Secretary General of the UN, to promote the Kurdish national cause.373  

 
During the campaign to increase their chances of foreign patronage, Kurdish leaders 

were well aware that the world had become divided into two ideologically opposed camps, led 

by the United States and the Soviet Union. Mulla Mustafa attempted actively to tie the Kurdish 

stance to the US camp. In his book, Schmidt dispelled American doubts regarding Mulla Mus-

tafa’s moniker, ‘The Red Mullah’ and Mulla Mustafa told him that ‘I spent twelve years in 

Russia, and I did not become a communist.’374 The Kurds also suggested that an independent 

Kurdistan would join CENTO and be a ‘bulwark against the Soviet Union.’375 It is remarkable 

that Mulla Mustafa also attempted to attract the attention of the Americans to the  importance of 

the geopolitical role of Kurdistan in the Soviet-American rivalry in the Middle East, stating, 

‘We could be useful to the United States. As the Communist party serves the interests of the 

Soviet Union, we could serve the United States … Look at our strategic location on the flank 

of any possible Soviet advance into the Middle East through the Caucasus and remember that, 

whether as guerrillas or as regulars, we are the best soldiers in the Middle East.’376 However, 

he also blamed the Kennedy administration for lack of interest in the Kurdish issue and warned 

that he would reluctantly embrace the Soviets to defend his people in the absence of the US 

support.377  

3.1.3 Oil as an instrument to obtain international legitimacy 

Kurdish leaders were informed that the nationalization of the Iranian oil industry had led to the 

American-British overthrow of Iranian Prime Minister Mohammad Mossadegh in 1953.378 

Thus, Kurdish leaders realized the importance of oil as a geopolitical instrument in interna-

tional relations. For instance, Mulla Mustafa sought to wield oil in order to obtain international 

legitimacy. Barzani sent a letter to Washington through his envoys and informed Americans 

that the Kurdistan Region of Iraq wanted to be regarded as ‘another state of the union,’ where 

 
372 Cited in Rubin, ‘Abd Al-Karim Qasim and the Kurds of Iraq’, 372. 
373 Voller, The Kurdish Liberation Movement in Iraq, 49. 
374 Dana Adams Schmidt, Journey Among Brave Men (Boston: Little Brown; 1st edition, 1964), 112. 
375 Gibson, Sold Out?, 40. 
376 Cited in Arash Reisinezhad, The Shah of Iran, the Iraqi Kurds, and the Lebanese Shia (Cham Renwick C: 
Palgrave Macmillan, 2019), 92, https://doi.org/10.1007/978-3-319-89947-3. 
377 Gibson, Sold Out?, 51. 
378 Ervand Abrahamian, ‘The 1953 Coup in Iran’, Science & Society 65, no. 2 (2001): 182–215. 



 73 

its ‘oil resources should be handled by an American firm in direct arrangement with the Iraqi 

Kurds.’379 Likewise, to draw attention to the Kurdish struggle, Kurdish forces occasionally 

attacked oil facilities and pipelines. They were aware of the consequences of this action. There-

fore, they used this tactic cautiously. In 1962, Omar Mustafa, the General’s aide, stated that the 

Kurdish forces had occasionally sabotaged minor pipelines of the Iraq Petroleum Company. 

‘This indicates that we could cut the big ones,’ he claimed.380 These pipelines transport oil 

from Kirkuk and Mosul to Syria and the Mediterranean. Regarding the sabotage of main oil 

pipelines and installations by Kurdish forces, O’Ballance notes:   
 
Somewhat surprisingly in this type of warfare, the vital oil pipeline from Kirkuk 
through to Syria and the Mediterranean terminal at Baniyas suffered remarkably 
little sabotage. Barzani’s view was that it would be foolish to disrupt a source of 
wealth, of which he soon hoped to obtain a large share. The more farsighted KDP 
central committee also agreed with this policy but for a different reason, feeling 
that such sabotage would alienate Western and world opinion, although a minority 
dissented.381 
 

The Kurdish leadership knew the importance of oil in the economic development of Kurdistan 

Region once they ran the cities. In other words, it would also enable the Kurdish leadership to 

achieve domestic legitimacy.  

 
Barzani’s sabotage campaign began when government troops launched a military of-

fensive against Kurdish rebels on August 17, 1962. The Kurds attacked pipelines that led to 

interruption of the flow of oil to Lebanon in late August 1962. The sabotage conveyed a mes-

sage that Kurds had the means to control over the flow of oil in Iraq. In other words, the inter-

national community and IOCs should deal with Kurds regarding oil issues rather than the Iraqi 

government. Furthermore, the Kurdish rebels were active in the territory of Ain Zalah, where 

several British workers operated in its oil fields.382 The Kurds kidnapped two British techni-

cians in order to illustrate their capacity to enforce their goals in the oil fields and to attract 

world opinion to their cause. They took Derek Dankworth from the oil fields at Ain Zalah in 

August 1962 and Frank Gosling, a geologist, near Kirkuk in November. They were held for 

some weeks and freed with ‘gifts and apologies’ from General Mulla Mustafa Barzani.383 

 
379 ‘Telegram From the Embassy in Iran to the Department of State’, Historical Documents, Foreign Relations 
of the United States, 1964–1968, Volume XXI, Near East Region; Arabian Peninsula, Document 172 (Washing-
ton, 12 April 1965), https://history.state.gov/historicaldocuments/frus1964-68v21/d172. 
380 Cited in Adams Schmidt, Journey Among Brave Men, 89. 
381 Edgar O’Ballance, The Kurdish Struggle, 1920-94 (London: Macmillan Press, 1996), 60. 
382 Wenner, ‘Arab-Kurdish Rivalries in Iraq’, 74. 
383 Adams Schmidt, Journey Among Brave Men, 89. 



 74 

Moreover, the Kurds sabotaged an oil installation and IPC facilities, including a refinery and a 

pipeline carrying oil to Baghdad in early and late October 1962.384 In spite of using oil as an 

instrument to gain international legitimacy, the Kurds made little progress in gaining interna-

tional support. In retaliation for attacks on the IPC, the Iraqi regime began systematic bombing 

and pillaging of Kurdish villages and ‘deliberately remov[ed] food and clothing from Kurdistan 

in [an] attempt to starve [the] Kurds into submission.’385 Rather than breaking Kurdish morale, 

this regime’s tactic strengthened the morale of the rebels and Kurdish citizens; therefore, the 

US embassy in Baghdad noted, ‘almost all Kurds in the cities as well as the mountains support 

the revolt.’386 

3.1.4 Oil: the dispute between the Kurds and subsequent Iraqi governments 

Oil has always been the main dispute between the Kurds and subsequent Iraqi governments. 

The KDP leadership made the decision to back an Arab nationalist coup attempt in December 

1962. They made a commitment to their contacts within the Iraqi army that they would not 

exploit the divergence of forces to Baghdad. In return, the KDP was given what were ostensibly 

guarantees of Kurdish autonomy in an Iraq after Qasim.387 Members of the Arab Socialist 

Baath Party and a group of officers overthrew the government of General Kassem in February 

1963.388 Following the overthrow of Qasim, Kurdish groups sought the Baathists to grant them 

autonomy as a good faith gesture to the Kurdish issue. For instance, the Committee for the 

Defense of the Kurdish People’s Rights, an organization based in Lausanne, Switzerland, re-

leased a statement on February 12, 1963, announcing that Kurdish- Arab relations in Iraq must 

be in accordance with ‘an autonomous Kurdish government in Iraq; that Iraqi troops must quit 

Kurdish territory; and that an equitable division of oil revenues must be made between the 

Kurds and the Arabs.’389 Mulla Mustafa turned a blind eye to this statement because such a 

demand would harm the possibility of negotiations between KDP and the government.  
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Furthermore, the Kurdish negotiators had a difficult time in Baghdad where there was an 

assumption that external actors, particularly Iran and Western oil companies were wielding the 

Kurds as a Trojan horse. To the Iraqi regime, the matter of the Kurdish autonomy was consid-

ered as a minor issue compared to the issue of the Arab unity.  The Kurdish leadership grasped 

that the Arab nationalist regime had no intention of meeting its promises.390 To take an oppor-

tunity, a delegation was sent to meet Mulla Mustafa to discuss Kurdish demands in early 

March. The Kurdish leadership’s demands to the Iraqi government usually included autonomy 

for Kurds with the Kirkuk oil fields and a share of the national oil revenue. As Mulla Mustafa 

demanded: 
 
An immediate and formal recognition of Kurdish autonomy, and that this should 
cover virtually the whole of the old vilayet of Mosul including the Kirkuk oil fields, 
excluding only the city of Mosul itself. Among his demands was an insistence on 
the creation of separate Kurdish armed forces, and that autonomous Kurdistan 
should receive two thirds of the national oil revenue, a proportion justified by the 
location of the oil fields in territories he claimed. Finally, he warned that fighting 
would recommence if the government did not accede to his demands within three 
days.391  
 

These demands are important elements of domestic sovereignty because obtaining a share of 

the national oil revenue would allow the Kurdish autonomy to survive and develop as well, and 

a formation of separate Kurdish armed forces would be able to protect the borders of the au-

tonomy. The regime gave Mulla Mustafa an offer of ‘recognition of the national rights of the 

Kurdish people on the basis of self-administration,’ on 7 March, after which his demands 

quickly increased. The government realized that no agreement could be made with Mulla Mus-

tafa. Since the government needed time to prepare for war, it sent a delegation to convince him 

to accept ‘decentralization,’ instead of autonomy, to Kurdistan with Kurdish and Arabic as 

official languages in the Kurdish province. It also added that ‘Kirkuk was not negotiable since 

the government was committed to honour international oil contracts.’392 This indicates that 

both sides would never give up oil in their negotiations. Nevertheless, the KDP rejected the 

offer and submitted a detailed autonomy plan in late April, which would grant the ‘Kurds free-

dom over virtually all matters except foreign affairs, finance and national defence. It also re-

quired inclusion of the Kirkuk, Khaniqin and north-west Mosul oil fields within the 
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autonomous region, and a proportionate share of their revenues.’393 It was impossible for the 

regime to agree to these demands, especially those related to oil, because it would have also 

helped the Kurds to strengthen their autonomy vis-à-vis Iraq and later their demands for inde-

pendence.394 In other words, Iraq would cede some of its sovereignty to Kurds by accepting 

these demands. Moreover, the government also drew attention to 1947 census which indicated 

that Kurds constituted only 25 percent of the population of Kirkuk city and 53 percent of the 

province.395 It was apparent that since the agreement could not be reached, hostilities between 

them would begin.  

 
Furthermore, the government began a military offensive against Kurdish rebels with 

nearly two-thirds of the Iraqi Army on June 9, 1963. Concurrently, Al-Jamahir, an Iraqi news-

paper, specially pointed to Kurdish-communist links and condemned Soviet intervention in 

Iraq while the al-Shaab newspaper blamed Mulla Mustafa for building an ‘Oil Empire’ in the 

north of Iraq.396 This demonstrates how oil became at this point so clearly associated with 

control over territory, independence and sovereignty. But it is also another indication that there 

was oil in the Kurdistan Region, in addition to Kirkuk, and radical Arab nationalists feared that 

the oil might lead to the creation of a sovereign Kurdish state, which would put Kurdistan 

on the world energy map. The Iraqi regime was always concerned about the safety of the oil 

fields during the Kurdish revolts because oil was essential for the economy of the state. Thus, 

the Iraqi regime gradually imposed curfews and other restrictions on ‘mixed ethnic’ areas and 

towns and declared oil installations as ‘prohibited zones.’ As a response to the government 

offensive, the Kurdish militia, known as Peshmerga ‘those who face death’ initiated a sabotage 

campaign. They exploded two oil wells at Jambur (20 miles away from Kirkuk) on 17 June 

and attacked military installations in Kirkuk on 22 June. Additionally, they blocked the Bagh-

dad-Kirkuk railway for some hours.397  

 
Following the collapse of the Baath government in a coup of 18 November 1963, Abdul 

Salam Arif, the president of Iraq, initiated a round of negotiations with the Kurds. Arif and 

Mulla Mustafa reached a ceasefire deal on 10 February 1964. While it excluded mention of 

Kurdish autonomy or Kurdistan and used a pan-Arab euphemism for ‘the Northern Region,’ 
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Mulla Mustafa still accepted the ceasefire deal. Ahmad and Talabani condemned the ceasefire, 

since the deal excluded Kurdish autonomy, and criticized him for personally signing the deal 

rather than in his capacity as president of the KDP.398 This led to the partition of the KDP into 

two competing factions of pro-Barzani and Ahmad-Talabani.399 To secure his power in the 

KDP, Mulla Mustafa formed a ‘Revolutionary Council,’ which had three assemblies, to ad-

minister Kurdish affairs in late October 1964. The three assemblies included a Senate chaired 

by Shaykh Latif, a consultative assembly under the presidency of Mamand Abbas Agha, and 

an executive ‘Revolutionary Council’ under his own direction.400 Ofra Bengio notes that the 

decision-making authority of many of these institutions remained in the hands of Mulla Mus-

tafa.401  

 
Moreover, during both brothers’ terms, Abd al Salam and Abd al Rahman, (1964-66 

and1966-68), they received Kurdish demands in friendly manner, but they never took them 

into account.402 The overthrow of the regime of President Aref brought Saddam Hussein’s 

Baath Party to power in July 1968. In retaliation for the Baath government’s offensive against 

the Barzani faction, the Barzani forces attacked the IPC’s installations around Kirkuk in March 

1969 to turn the Iraqi troops away from the Iranian border in order to restore Barzani’s logistic 

lines with Iran.403 The attacks caused an estimated $5 million in damage and reduced Iraq’s oil 

pumping capacity by 70% for about ten days.404 The act humiliated the Baath regime globally, 

especially with the British-owned Iraq Petroleum Company. This led to a new round of fighting 

between the Kurds and the Iraqi army, and the war came to an end when the Iraqi army pulled 

out from the mountains in April.405  

 
The key purpose of the oil sabotage, beside attracting an international audience, was to 

caution the international community, particularly the US, that the Iraqi regime had used oil 

wealth to kill the Kurds. According to a Central Intelligence Agency (CIA) report in May 1969, 
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Mullah Mustafa asked two CIA agents to send a message to the US that, ‘He is under pressure 

from his followers to unleash attacks on the Kirkuk oil facilities. The Kurds will give serious 

consideration to this in the future. The rationale is that the oil earns income for the Iraqi Gov-

ernment which in turn is used to buy arms to attack the Kurds.’406 This reveals that despite their 

sovereignty having been ceded, oil was now turned into a curse for Kurds. Moreover, the sab-

otage act would never become a major threat to the West, the international oil supply and even 

to some extent to Iraq. According to a Foreign Office report, the sabotage acts in 1963, 1965, 

1966 were considered as minor incidents of sabotage and ‘fears of major sabotage, however, 

proved groundless, seemingly because the Kurds did not wish to alienate Iraqi or Western 

opinion in general and the IPC in particular, given that they hope that the oil would one day be 

the major source of their own income … All in all, it may be said that the Kurds represent the 

least of the threats to the supply of oil from Iraq.’407  

 
It was apparent for the Baath regime that Kurds would accept nothing less than auton-

omy. Their negotiations concentrated on the fate of Kirkuk due to its oil reserves. After the 

relatively new arrival of most Kurds in Kirkuk town and its oilfields, the KDP enthusiastically 

claimed that Kurdish autonomy should include Kirkuk and its oilfields and the borderline of 

Kurdish areas extending to Khanaqin areas, where oil was discovered.408 To some Iraqis, this 

was considered a threat to Iraq’s strategic security by giving up such areas. Therefore, the re-

gime sought to apply autonomy to people rather than land. The Baath government insisted that 

demarcation would rely on where there was a proven majority, and that this would be decided 

either by plebiscite or by census.409 After months of negotiations between Mulla Mustafa and 

the Iraqi government, they reached a joint Manifesto, or 15-Point Peace Settlement, on 11 

March 1970. The two noteworthy points of the manifesto included the claims that ‘the exploi-

tation of natural resources in the autonomous area was to be the responsibility of the Republi-

can authorities,’ and ‘inhabitants of Arabic and Kurdish villages were to be restored to their 

former homes.’410 The former indicates that the Iraqi government never envisioned Kurds con-

trolling the exploitation of their natural resources because it would have enhanced their 
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domestic and international legitimacy. The latter was hard to put into practice as the regime 

from time to time brought in large numbers of Arab workers to Kirkuk and other oil fields, 

to change the demographic balance in favour of Arab Sunnis, in order to claim national sover-

eignty over such areas. Thus, early signs of difficulties quickly appeared between the two par-

ties over the demography of disputed areas and the Kurdish share of Kirkuk oil revenues.  

 
The census, according to the manifesto, that was planned for December 1970 was post-

poned until the spring by mutual consent. But Mulla Mustafa, for a good purpose, unilaterally 

postponed the second consent because he assumed that the result of the census might reveal 

that Kurds were not majority in specific areas.411 He also accused the government of moving 

new Arabs into the contested areas such as Kirkuk, Khanaqin and Sinjar and expressed that if 

the census results showed the Kurds were minority in such areas, he would refuse to honour it. 

He also insisted that the oil-rich province of Kirkuk should be included within the Kurdish 

autonomy and asserted, ‘We have fought ten years for autonomy, we’ll fight another five for 

Kirkuk if necessary.’412 Consequently, the relations between the two parties gradually deterio-

rated.     

3.1.5 The contribution of Kurdish oil fields to the total oil revenue in Iraq  

The nationalization of the oil industry intensified sovereignty disputes between the Baath gov-

ernment and the Kurds. Following the Iraqi government nationalization all the assets of the 

IPC on 1 June 1972, Radio Baghdad commenced beaming the revolutionary message of ‘Arab 

Oil for the Arabs.’413 Thus, the nationalization of oil was especially vexing for Barzani, but he 

did not hesitate to agitate the Baath regime, stating, ‘The Kurdish territory is rich in petrol . . . 

and it is our territory. It is ours, and therefore we commit no act of aggression by taking it.’414 

He also perceived the act as an obvious breach of the manifesto, which intended to disinherit 

the Kurds of their right to the oil-rich province of Kirkuk.415 As David McDowall remarks, the 

nationalization of oil for Kurds also meant that Kirkuk’s ‘Kurdish’ oil would be turned into 

‘Arab’ oil.416 Furthermore, the Baath campaign under the slogan ’Arab oil for the Arabs,’ did 
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not remark that much of the contested oil was actually Kurdish.417 It is essential to wonder how 

much of the Kurdish oil fields contributed to the total oil revenue and how this revenue was 

utilized. The Kurdish oil fields are at Kirkuk (the most important in Iraq), Khanaqin, and Ain 

Zalah. They are connected to the Mediterranean through three pipelines crossing Syrian and 

Lebanese lands to the ports of Banias (Syria) and Tripoli (Lebanon). Three further pipelines 

connected the Rumaila and Zubair oil fields near Basra to the port of Fao on the Persian 

Gulf.418  

 
Furthermore, in 1961, the pipelines connecting the Kurdistan oil fields to the Mediter-

ranean carried ‘over 40 million tons a year,’ and meanwhile the pipelines connecting southern 

Iraqi oil fields to the port of Fao, even they had been constructed ‘with a higher level of pro-

duction in mind,’ only carried ‘10 million tons of crude per annum.’ Stated differently, Kurdi-

stan contributed 80% of the state’s total oil output in the same year.419 The total royalties be-

came $200 million, which accounted for 67% of state revenue and 90% of total exports, which 

reached 92% in 1956 and 88% in 1957. Thus, Kurdistan’s oil fields contributed $150 million 

of the state’s total annual income, which was about 53.6% of its total income and 72% of its 

total exports. Moreover, the oil revenue between 1969 and 1974 increased the state’s national 

income three times more. The state’s national income between 1972 and 1974 more than dou-

bled from 1,218 million dinars to 2,550 million. This climb related to the rise in oil revenue 

because the price of oil increased from $2.8 per barrel to $11.25 or $12. Broadly, less than 30% 

of the state’s oil revenue is dedicated to the state budget. The Baath government revealed that 

the rest was devoted to investment programs and the government’s public sector expenses.420 

Meanwhile, what the government concealed from the public was that its oil revenue was also 

used to buy arms. Iraq’s oil revenue reached around 2,834 million dinars or $9,571 million 

when the price per barrel of oil was $11.25 in 1975. According to the Financial Times, Kirkuk’s 

oil fields alone represented 70% of Iraq’s oil output and the Khanaqin and Ain Zalah fields add 

5% to the figure, which means Kurdistan’s contribution was 75% of Iraq’s oil output.421 Based 
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on extrapolation, the export of Kurdistan’s oil provided the Iraqi Treasury more than $5,762 

million in 1974 and $7,178 million in 1975.422  

 
The development plans, based on the increase in oil price, only served Arab Iraq. Mean-

while, Kurdistan faced war and destruction during 1974 and 1975. With certainty, the substan-

tial rise in oil revenues, which was mostly provided by the Kurdish areas, was the main reason 

that led the Iraqi government to launch its fifth and seventh offensives against Kurdistan.423 

Therefore, the Kurds felt compelled to take decisive action against the Baath government. 

Shafiq Qazzaz, representative of the Kurdish revolution in the United States, informed Amer-

ican diplomats that it was more important now than it was in the past for the Kurds to attack 

the IPC oil installations and interrupt the flow of oil. A loss in oil revenue would generate 

less money for the government to buy arms. Thus, government efforts to finance its war against 

the Kurds would be severely diminished.424 

3.2 Oil as an instrument in securing the support of an external patron in the early 1970s 

The Kurdish leadership made another effort to use oil as a tool to further their goals of auton-

omy and self-determination. Prior to the nationalization of the IPC, Kurds made a plea for 

American assistance. Zayd Uthman, special emissary from Mulla Mustafa Barzani, notified 

American diplomats that the Soviets might pay careful attention to oil in Iraq and Saddam 

Hussein’s recent visit to Moscow was to seek Soviet assistance for the possible nationalization 

of the British and American shares of the IPC consortium.425 Furthermore, the nationalization 

of the IPC provided a more important reason for Nixon-Kissinger to join the Tehran-Tel Aviv 

axis in supporting the Kurdish rebels.426 As Aron Latham argues, 
 
The timing of the Nixon-Kissinger decision certainly suggests an oil motive. In 
August of 1971 they had been asked to help the Kurds. Their answer: ‘No.’ In 
March of 1972, they were asked again. Their answer: ‘No.’ Then on June 1, 1972, 
the Iraqis nationalized the Iraq Petroleum Company — a consortium of European 
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and American firms. Two weeks later when the shah wanted arms for the Kurds, 
Nixon and Kissinger said: ‘Yes.’427 
 

By supporting the Kurdish rebels, moreover, Nixon and Kissinger hoped to topple Saddam 

Hussein and intended that a ‘new regime might let us back into the Kirkuk oil fields.’428 Con-

sequently, President Nixon approved a plan for the CIA to secretly allocate ’some $16 mil-

lion’ to Barzani (But the U.S. refused to support the Kurds of Iran in order to get along with 

the Shah).429 Thus, the Kurdish leadership of Iraq attempted to propose that the strategic loca-

tion and natural resource endowments within the Kurdistan Region would serve American in-

terests in the region. Through his envoys in Washington Barzani conveyed a message to Amer-

icans, declaring that: 
 
Barzani wishes increased foreign assistance not just to defend his area from the 
Soviets and Iraqis, but preferably to make Kurdistan a positive element on the side 
of the United States and its friends and allies in the Middle East, notably Turkey, 
Iran, Israel, Saudi Arabia, Jordan, and the Persian Gulf states … Mulla Barzani’s 
conviction that the Soviets are now controlling events in Iraq and that time is run-
ning out for the West and its allies bordering that country. Barzani believes that 
Kurdistan, albeit small, could exploit its strategic location and fighting potential as 
an effective tool in a free world effort to reverse the trend of Soviet expansion in 
the Middle East and to regain the initiative for the free world and its allies in that 
area. In this context, he noted that Iraqi oil resources are located primarily in the 
Kurdish area. A strong Kurdistan could thus be a major voice in the oil policies of 
the Iraqi Government.430 
 

In other words, Barzani sought to assure Americans that Kurds would be willing to protect 

American oil interests, particularly in the Kurdish areas, in a new regime. Meanwhile, Barzani 

went further stating that if America provided ‘political, humanitarian, or military help, open or 

secret,’ to the Kurds, oil might be rewarded for such support.431  
 
We are ready to do what goes with American policy in this area if America will 
protect us from the wolves. If support were strong enough, we could control the 
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Kirkuk field and give it to an American company to operate. It is in our area, and 
the nationalization was an act against the Kurds.432 
 

His ultimate intention was the creation of an independent and sovereign state of Kurdistan with 

the support of the United States. Furthermore, in the early 1970s, Kurds appeared formidably 

well informed about the energy problem facing the Americans. Barzani had promised that the 

United States could rely on having a friend in OPEC when oil-rich Kurdistan became an inde-

pendent sovereign state. Hence, the United States might have perceived its relations with Kurds 

as an effective instrument to facilitate solving its energy issue.433 Although the Kurdish lead-

ership used oil to attract the U.S. support, oil was not enough to secure the U.S. support for 

furthering Kurdish goals of autonomy and self-determination at this stage.  

 
In the intervening period, the divisions between the KDP and the Baath government 

concentrated on the definition of autonomy given to the Kurdistan Region. The KDP submitted 

a detailed autonomy plan, in a form of self-rule that aimed at a federal solution, to Baghdad on 

9 March 1973.434 The plan sought the regional autonomy to have an autonomous executive 

authority headed by an executive council. It also stressed that the autonomous region would 

have a ‘legal personality’ in the Iraqi constitution.435 The plan later provided detail on the 

boundaries of the autonomous region and included that that the ‘Kurdistan region is not a sin-

gular unit, but divided into different provinces, some are purely Kurdish, like Sulaymaniyah, 

Erbil and Dohuk, while others have some minorities, such as Kirkuk … Ninawa and Diyala.’436 

Even Barzani put forward Kirkuk as the ‘capital’ of Kurdistan.437  

 
Furthermore, the Kurds sought that the regional law should take priority over central 

government laws in any legal dispute inside the Kurdish region. As a senior Baathist mentioned 

‘The Kurds don’t want self-rule but a state above a state,’ and meanwhile Saddam remarked 

‘their draft is far removed from the concept of autonomy.’438 Therefore, the Baath government 

rejected the degree of autonomy demanded by the KDP. Negotiations between the two parties 
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resumed in January and early March of 1974. Meanwhile, the control of national resources and 

revenues had become central to the conflict between the two parties. Neither side was ready to 

cede a portion of petroleum revenue merely based on the principle of proportionality. Com-

pared to 1972, oil revenue was anticipated to be ten times higher in 1974.439 As a result, 

McDowall remarked that ‘a huge resource was now at stake.’440 Kirkuk’s oil fields contributed 

70% of Iraq’s total oil production and Barzani not only eagerly claimed the city of Kirkuk, but 

also a proportion of its oil revenue. Such a claim was considered to the way of making the 

Kurdistan Region economically independent of Baghdad.441  

 
The Baath Party, moreover, rejected that policy and that the management of natural 

resources should be decentralized as these resources became major components of the national 

development plans, in which Kirkuk’s oil played a key role in shaping that goal.442 The Baath 

Party wanted the central government, not regional governments, to control all natural resources 

and revenues because they were viewed as centralized in character.443 Hence, the Baath gov-

ernment unilaterally promulgated a new and limited autonomy law for Kurds on 11 March 

1974. But the KDP rejected the regime’s new autonomy offer due to following reasons. The 

regime used the 1957 census as a basis to decide about Kurdish areas, neglected to define the 

Kurdish autonomy, granted total authority to the central government over the Kurdish regional 

government and made no provision for control over resources and petroleum revenues.444  

Since it became apparent that an agreement could not be reached, Mulla Mustafa’s own eldest 

son, Ubaidallah, broke with his father and charged that his father ‘does not want self-rule to be 

implemented even if he was given Kirkuk and all of its oil. His acceptance of the [autonomy] 

law will take everything from him, and he wants to remain the absolute ruler.’445  Furthermore, 

the US had an impact on the negotiations for the 1970s Manifesto. According to Massoud 

Barzani, ‘Without the US, the way we would negotiate our demands might have been differ-

ent.’446 
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3.2.1 The role of foreign aid and oil in Barzani’s views  

Edmund Ghareeb analysed the deterioration of relations between Baghdad and the KDP. He 

argues that the considerable explanation for the final outbreak of the conflict between the two 

parties was the aid from the United States, Iran and Israel to Mullah Mustafa Barzani in the 

form of arms and training.447 In the early 1970s, the KDP certainly was used, by the Iranian 

Shah and later the United States, as a counterbalance against the Baath government, becoming 

a Soviet ally in the region. The Soviet-Iraqi Friendship and Cooperation Treaty of 1972 and 

the subsequent nationalization of Iraqi oil with the Soviet backing confirmed the existing rela-

tionships. Hence, Tehran, Washington and Tel Aviv provided the KDP and its Peshmerga 

forces with training and intelligence in order to counterbalance the Baath government.448 

Ghareeb offered explanations of how Barzani might have expected the foreign aid to help him 

to achieve his military and political objectives. First, Barzani considered that if he obtained 

advanced armaments, he could seriously hamper the flow of oil in Iraq. He could then keep the 

sabotaging of oil installations under his control. This remarkably conveyed a message to any 

Iraqi government and foreign powers that Barzani was a real force on the ground that should 

be dealt with. Consequently, this would create chaos in Baghdad, which might incite the army 

to topple the ‘fascist Baath dictatorship.’449  

 
The second explanation is that if he acquired sophisticated weapons, he might be capa-

ble of controlling oil installations for some time, gaining foreign support and finally achieving 

advocacy for an independent Kurdish state. Demonstrating his view that if the Kurds controlled 

natural resources in Kirkuk and the Kurdistan Region, he might gain foreign support and stated, 

‘Kirkuk has been taken by the Arabs. Because this oil-rich area is in their hands, they are at-

tracting people to help them. Perhaps if it were in our hands we, too, would have outside 

help.’450 This reveals that oil was very important in ensuring great-power support at the time. 

Furthermore, the aid to some extent affected Barzani’s decision in eventually challenging 

Iraq’s sovereignty. After the outbreak of the October War of 1973, Israel pressed Barzani to 

launch an offensive against Baghdad to ‘gain territories in Kurdistan.’ Henry Kissinger, US 

Secretary of State, advised Barzani to reject Israeli’s proposal.451 Similarly, during the war of 
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1974, Barzani requested Washington’s advice on whether he should attack the Kirkuk oil 

fields, which would lead to the actual loss of a significant portion of the state’s oil income and 

a change in Iraq’s policy stance. Kissinger responded that any attack on oil facilities in Iraq 

could ‘compound the already grave energy crisis by triggering a cycle of violence against Mid-

dle East oil installations.’452 He was also concerned that Barzani’s offensive would provide 

ample evidence for opponents of further aid to the Kurds ‘by allowing them to claim that the 

Kurds must be possessing sufficient resources to defend their redoubt, if they were pressing for 

additional weapons so that they could conduct a major offensive.’453 As a result, he rejected 

Barzani’s request. However, it is important to take into consideration the fact that Barzani and 

the KDP had already waged a war against the Iraqi government in the absence of substantial 

foreign and political support throughout 1960s.454  

 
Despite the military hostilities between the KDP forces and the Iraqi army, the Shah 

and Saddam Hussein signed a treaty to settle all outstanding disputes between the two countries 

in Algiers during the OPEC conference on March 6, 1975. According to the treaty, Iraq recog-

nized Iran’s sovereignty over the Shatt al Arab and Iran agreed to cease its support for the 

Kurds. As the price of oil went up following the 1973 Arab-Israeli war, they sought to avoid 

military conflict that would result in a destruction of their oil fields.455 The cut-off of Iranian, 

as well as American and Israeli, aid became a ‘severe shock’ to Barzani. While Barzani pleaded 

with Kissinger to help the Kurds, he did not reply.456 Consequently, Kurdish resistance failed 

and Barzani fled to Iran and then to the United States, where he died in 1979.  

 
Mulla Mustafa Barzani misunderstood the role of foreign aid. The American and Ira-

nian aid never intended to plant the seeds of an independent Kurdish state because they sought 

to use the Kurds as a bargaining chip against the Baath government. Therefore, the United 

States and Iran actually ‘hoped that our clients [the Kurds] would not prevail. They preferred 
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instead that the insurgents simply continue a level of hostilities sufficient to sap the resources 

of our ally’s [Iran’s] neighboring country [Iraq]. This policy was not imparted to our clients, 

who were encouraged to continue fighting. Even in the context of covert action, ours was a 

cynical enterprise.’457 To justify his devastating reliance on American and Iranian aid, he later 

admitted that ‘We wanted American guarantees. We never trusted the Shah. Without American 

promises we wouldn’t have acted the way we did.’458 Thus, Kurds were left without a patron 

state.  

3.2.2 The disintegration of the Barzani revolt 

Following the disintegration of the Barzani revolt, the Baath government immediately altered 

its stated goal from counterinsurgency to ‘physically redrawing the map of northern Iraq.’ In 

other words, the Kurdish rebels were moved from their ‘ancestral lands’ to new areas under 

the strict control of the Iraqi army.459 During the mid-1970s, in the governorates of Ninawa 

and Dohuk, hundreds of Kurdish villages were demolished including 150 more in the gover-

norate of Diyala which contained significant deposits of oil.460 The government had decided to 

redraw the borders of the oil-rich regions to ensure that towns were not deemed to have a 

Kurdish majority. Towns with a heavy Kurdish majority were removed from Kirkuk province. 

Towns like Chamchamal and Kalar now became part of Sulaimaniya province, Kifri was added 

to Diyala province and Tuz Khormatu was joined to the new province of Salahuddin. Most of 

the exiled Kurds, from areas with significant oil deposits as well as in disputed areas, were 

repositioned into mujama’at, collective settlements.461 According to the Baath Party newspaper 

Al-Thawra, 200,000 people had been displaced while other sources estimated 600,000.462 The 

intention of this re-drawing of the administrative map was to change the demographic charac-

teristics of the governorates as a means to undermine any Kurdish claims over them in advance 

of any new official census.463 
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After the collapse of the Barzani revolt, the Kurdish liberation movement was charac-

terized by internal conflict and succession struggles. Talabani announced the establishment of 

the PUK in June 1975. In the meantime, Masoud and Idris, after the death of their father, ac-

companied by Sami Abdul Rahman, reorganized the KDP. Although the KDP and PUK sought 

to renew the revolution against the Baath government in the Kurdistan Region, their internal 

fighting and competition for power steadily undermined their efforts to fight against the central 

government. The internal fight between the two parties led to a high number of deaths of Kurd-

ish fighters between 1976 and 1978.464  

3.2.3 The Iran–Iraq war, oil revenue and the Kurdish uprising  

Saddam Hussein exploited oil revenues to wage war not only on Iran but also on Kurds. In the 

early stages of the war, the KDP sided with Iran by gathering information for the Iranian army 

and guiding their troops at border crossings. The PUK was at first reluctant to take the Iranian 

side because Talabani had close ties with Abdul Rahman Ghassemlou, the leader of the Kurdish 

liberation movement in Iran, who had his own Marxist plan. Hence, he began negotiations with 

Baghdad.465 In 1983, he once again presented Saddam Hussein with the Kurdish plan for au-

tonomy, as well as demands to cease the Arabization of disputed areas and allow all previously 

displaced Kurds to return to their lands and allocate 30% of oil revenue to the development of 

Kurdistan. Like Mulla Mustafa, Talabani also insisted on including oil-rich Kirkuk in the au-

tonomous Kurdish region. The main issue for both parties to compromise on was the fate of 

Kirkuk. As Saddam reportedly told Talabani, ‘Do not insist on Kirkuk being a Kurdish town 

and we shall not insist on it not being Kurdish.’466 While it was hard for Saddam to give up the 

main source of Iraq’s productive wealth, it would be also difficult for the Kurds to cede their 

claims on the oil-rich city that they considered as their own. Furthermore, Hussein rejected the 

PUK’s demands, and the PUK joined the KDP to confront the Baath government. By 1987, 

both parties, along with five other small Kurdish parties, officially formed the Kurdistan 

Front (KF) to launch an offensive against the Iraqi army.467  

 
Oil revenue was the primary source of revenue with which the Iraqi government waged 

war against the Kurds. The PUK, with Iranian-supplied guns, attacked Kirkuk’s oil installations 
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in October 1986. Nawshirwan Mustafa Amin, a former leader of the leftist Komola faction of 

the PUK and later the leader of the opposition Gorran (Change) Movement, was responsible 

for the operation. Prior to the attack, he told one of the Iranian military generals, ‘Here is Mor 

Khwarda. It is forty kilometres away from Kirkuk that contains the biggest oilfield in the world. 

It produces oil since 1927. Can any sign be noticed in this village that a dinar from that oil has 

been spent for its developments?’ The general replied, ‘No!’ Amin maintained, ‘Iraq, by this 

oil money, destroyed our nation for decades, which is why you are brought here to destroy 

them together!’468 In other words, since the discovery of oil in Iraq, the oil income has been 

used against the Kurdish people.   

 
The Baath regime took a more aggressive policy against the Kurdish forces and civilian 

population in retaliation for the Kurdish role in the war. This policy was named the Anfal 

campaign and occurred between 1986 and 1989. The intention of the policy, officially, was to 

demolish the rebels’ substructure and prevent future support from the Kurdish population to 

rebels. The Iraqi security forces used chemical weapons against Kurdish guerrillas and the 

population at large. According to the Kurdish sources, number of casualties varied between 

50,000 and 200,000. Previous attacks had never reached such a scale.469 It is important to note 

that this was not the first time the Iraqi security forces used chemical weapons against the 

Kurds.470 Additionally, the Iraqi forces and their Kurdish allies indiscriminately executed 

Kurdish inhabitants and rebels and destroyed thousands of villages. Tens of thousands of Kurd-

ish inhabitants were deported to the mujamma’at. The most infamous incident during the Anfal 

operation was when the Iraqi security forces attacked the Kurdish town of Halabja with chem-

ical weapons, which led to the death of about 5,000 Kurdish civilians and many more thousands 

of injured civilians. While the Anfal campaign may have achieved its objectives in the short 

run, it boosted Kurdish aspirations to secede from Iraq in the long run.471 

 
The consequences of the 1991 Gulf War opened a window of opportunity for the Kurds 

to rise up against the Iraqi regime and liberate most of the Kurdish territories. After the defeat 

of the Iraqi army in the war, President Bush called on, ‘the Iraqi military and the Iraqi people 
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to take matters into their own hands to force Saddam Hussein … to step aside.’472 Conse-

quently, two separate uprisings began in southern and northern Iraq. Prior to being suppressed, 

the Kurdish rebels were able to control most of Kurdish areas as well as the oil-rich city of 

Kirkuk on March 19.473 The US tolerated the Iraqi army’s suppression of the Kurdish rebellion 

later. Massoud Barzani claims that the rebellion was started by Kurds whereas the US only got 

involved later. The US had warned both Iraq and the Kurds that the Kurds would be held ac-

countable for the consequences in the event of a Kurdish attack. However, the US would re-

spond promptly if the Iraqi government launched the initial attack.474 The Iraqi army, in a major 

retaliation, recaptured Kirkuk on March 30 and retook the city of Sulaimaniya on April 13.475 

The US declared that it would not support the uprisings because they were an internal Iraqi 

matter.476 

 
During April and May 1991, approximately 1.5 million fled to the Iranian border and 

about 450,000 Kurds went to the border with Turkey.477 The arrival of Kurdish refugees wor-

ried the Turkish president Turgut Ozal as he proposed the creation of a safe haven for Kurdish 

refugees in northern Iraq. In response to an international public outcry, the UNSC adopted 

Resolution 688 that condemned Iraq’s repression of Kurdish civilians and insisted that Iraq 

cease its repression. The allied forces initially commenced Operation Provide Comfort and 

then declared the establishment of a no-fly zone north of the 36th parallel, which includes the 

provinces of Erbil, Sulaymaniyah and Dohuk. Turkey contributed in the operation by permit-

ting the Allied coalition to use the Incirlik airbase.478  

3.3 The formation of the KRG as a de facto state and the illicit oil trade 

The Front’s forces gradually controlled more Kurdish areas even outside of the safe haven zone 

when the Iraqi army was compelled to withdraw, with the important exception of oil-rich 
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Kirkuk.479 The coalition forces declared their support for Iraq’s territorial integrity and men-

tioned that the creation of the safe haven should not be considered as their advocating the pos-

sible emergence of an independent or even autonomous Kurdish entity in Iraq. As the KF was 

concerned about of the possibility of being exploited later by the coalition forces, they seriously 

attempted to negotiate with the Iraqi government. Nevertheless, Saddam refused to negotiate 

with the Kurds and even considered the safe havens as a violation of Iraqi sovereignty.480 He 

consequently ordered that the salaries of all civil servants be cut and completely ceased food 

rations to the Kurdish areas during October and July 1992.481 As Yaniv Voller argues, Saddam 

wished for the blockade to compel the Kurdish leaders to restore the central authority to the 

region once they failed to implement a successful state-building processes.482 

 
Following the Gulf War and formation of the KRG, the Kurdish Region faced an eco-

nomic crisis. During the mid-1970s and 1980s, the Kurdish economy was ruined by the depor-

tation of the Kurdish population, destruction of economic infrastructure, the impairment of the 

agricultural sector and rural livelihoods, and the decline in the overall oil revenue of the central 

government by the Iran–Iraq War.483 The oil sector in Iraq played the most important role in 

the economic and socio-economic structure of the Kurdish region and its society, particularly 

during the 1980s. For example, the oil revenue allowed the central government to become the 

nation’s largest employer in both armed and civilian public services.484 In the 1970s, the Kurd-

ish region had a high agricultural productivity.485 But the Kurdish economy had been devas-

tated by the early 1990s. The double sanctions (the UN sanctions against Iraq and Baghdad’s 

blockade of the Kurdistan Region) had a serious impact on the economic and socio-economic 

status of the region. The most significant effect of international sanctions on Iraq compelled 

the international community to prohibit any kind of trade, which included exports and imports, 

with Iraq.486 Thus, the KRG had to rely on an economy based on oil smuggling and foreign aid 

in the 1990s.487    
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The economic blockade had an impact on the socio-economic condition in the region. 

Around 100 ID (Iraqi Dinar) per month was needed for an average family to meet the cost of 

food items prior to the Gulf war; however, the same family needed ID 2,000 to 3,000 per month 

in 1994.488 The price of kerosene was 200 times higher and the price of rice was 80 times higher 

in 1992 than in 1990.489 The Kurdish administration had to pay the 165,000 people on the 

payroll. The KRG had an annual budget of 1.37 billion-dinar, which was mainly generated 

from the illicit oil trade at Ibrahim Khalil border. One third of the budget went to salaries. And 

one million people relied on the government wages of roughly 250 dinars per month.490 The 

KRG was compelled to develop an independent economic system to deal with the economic 

blockade. The KRG depended on the old ‘swiss print’ Iraqi dinar in the Kurdish region in order 

to safeguard its partial monetary independence and avoid hyperinflation.491 This achieved lim-

ited success during the 1990s.492  

3.3.1 The revenues of the transit trade in oil as a main source of wealth in the KRG 

The revenue of the transit trade in oil became an enormous source of wealth to the post-war 

economy of the Kurdistan Region. Just after Iraqi troops withdrew from the Kurdish area in 

late October 1991, the Kurds exported oil again from Iraq to Turkey by truck, transiting through 

territory controlled by the KDP.493 It is also important to remark that not only the de facto 

Kurdish state, but also regionally recognized states such as Jordan, Syria, Iran and Turkey be-

gan to ignore the terms of the sanctions by engaging in oil trade with Iraq.494 According to a 

report in late April 1992, the Kurds, particularly the KDP, exported around 20,000 to 25,000 

barrels of oil daily by trucks to Turkey. Prior to the establishment of the KRG in 1992, the KF 

began to establish a national oil company, ‘KurdOil,’ which was registered in London, to revel 

that it had the capacity to extract oil from the oilfields in its area. While the KF even made an 

effort to obtain legitimacy for KurdOil by requesting UN permission for its activities, the com-

pany never became operative.495 Moreover, in spite of its internal splits, the Kurdish Front 
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‘somehow [had] come up with a modus vivendi to monitor KurdOil operations to ensure that 

the oil exports will benefit all Kurds rather than areas which are loyal to any single group.’496 

The KF attempted to obtain domestic legitimacy by spending the revenue. Despite the Iraqi 

blockade of the Kurdistan Region, the US State Department in March 1992 revealed the Kurd-

ish success in financial matters and stated that ‘The Kurdish Front has raised enough [from oil 

smuggling] to pay some salaries and maintain some semblance of a social services network.’497 

In a session of the new parliament, 5 million dinars were provided for the salaries of employees 

and teachers. The KF’s customs office in Dohuk contributed 3 million dinars and the offices in 

Rawanduz and Raniya only provided 2 million.  

 
The frontier trade between the Kurds in Iraq and Turkey reportedly ‘constituted a major 

breakthrough’ in late May 1992.498 The Iraqi-Turkish border at Ibrahim Khalil near the city of 

Zakho became the main oil smuggling route in the Kurdistan Region. As Denise Natali notes 

that: 
 
The main source of business exchanges shifted from Mosul to Zakho at the Turkish 
border, which benefited Dohuk governorate. Transportation routes from Mersin in 
south-eastern Turkey became an important transit route to the Kurdistan Region, 
where a lucrative petroleum smuggling industry had emerged. In 1991–93 Turkish 
border guards loosely interpreted border regulations and permitted truck drivers to 
keep tanks as large as 4,000 liters underneath their trucks to store smuggled fuel 
exports. Truck drivers earned up to US$5,000 on a good five-day journey from 
south-eastern Turkey to refineries in Mosul or Kirkuk.499             
 

The blockades encouraged the emergence of illicit enterprise such as parking areas for trucks 

smuggling oil and services such as food and tank construction. The lucrative oil smuggling 

route not only served the economy of the Kurdistan Region, but also that of Turkey. The US 

turned a blind eye on this black market because it eased Turkey’s economic damages created 

by its role in the Gulf war.500  

 
The Kurdistan Front decided to hold elections for a regional parliament and government 

on 19 May 1992. The KF, even prior to the establishment of the KRG, faced a political, social 
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and economic crisis in the region caused by the arrival of a mass return of Kurdish refugees 

and internally displaced refugees, the destruction of the rural infrastructure, internal disputes 

and double blockades. Meantime, the KF was inexperienced with administrating civilian mat-

ters. As Jalal Talabani stated, ‘we came from the mountains, we were trained as fighters, and 

now we had to run cities.’501 Thus, to deal with the crisis, the KF made an effort to form an 

assembly in order to administer the region and create a legal authority through democratic 

elections. In the election of the Kurdistan National Assembly (KNA), the KDP secured 51 seats 

and the PUK secured 49 seats in 1992. The two parties declared the establishment of the KND 

and KRG based on the 50:50 agreement. The first cabinet of the KRG had enormous problems 

in late 1992. For instance, though the KDP and PUK surrendered control of revenue sources to 

the KRG only on paper, the KRG had little influence on the border crossings, especially Ibra-

him Khalil.502 Thus, the crux of the problem was a growing dispute, mostly over the lack of 

revenue control at Ibrahim Khalil, between the KDP and PUK.  

3.3.2 The revenues of the transit trade in oil as a main source of contention between the 
KDP and PUK 

The main source of contention between the KDP and PUK was over the division of oil smug-

gling-generated revenue. During the international sanctions on Iraq in the 1990s, the Kurds 

played an instrumental role in the smuggling of Iraqi oil. The KDP wholly controlled the Ibra-

him Khalil border crossing between Turkey and Iraqi Kurdistan. Michiel Leezenberg explains 

this as a ‘privatized form of trade’ because Saddam’s son Uday was in charge on the Iraqi 

government side and on the Kurdish side, Barzani’s nephew Nechirvan, is who currently serv-

ing as the second president of the KRG, ‘appears to have steadily increased his control over 

the transit trade.’503 Thus, American aid staffs at Ibrahim Khalil began calling Nechirvan ‘the 

best dressed man in Kurdistan.’504 Furthermore, the KDP’s leader, Masoud Barzani established 

a company, ‘Asia World’ to facilitate the oil smuggling trade at the border and ‘taxes’ went to 

the KDP coffer.505 Yet, although the lucrative oil trade at Ibrahim Khalil border was in breach 
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of UN sanctions, the KDP government adjusted and consequently legitimized it by levying 

customs duties.506 Furthermore, the two parties accused each other of transferring large sums 

of money to their own family accounts instead of the accounts of the KRG.507  

 
While the shadow economy plays an important role in the survival of some de facto 

states, it can also become a source of instability in the early stages of such actors if it is not 

regulated. As Nina Caspersen argues that:  
 
The shadow economy is a double-edged sword for unrecognized states; it can help 
provide revenue needed for state-building to succeed, but also risk empowering 
actors who have an interest in relative disorder and it, moreover, risks damaging 
the entity’s internal legitimacy.508  
 

The oil smuggling-generated revenue at Ibrahim Khalil border (controlled by the KDP) caused 

an imbalance of funds between the KDP and PUK. There was no consensus on KDP’s estimates 

of the revenue generated at the border. Talabani declared that KDP made more than $1 million 

daily on transit fees from the oil export and import of goods, though other estimates have 

reached $500,000.509 The PUK border crossing with Iran, on the other hand generated smaller 

sums.510 These revenue differences, mostly generated from the illicit oil trade, planted the seed 

of Kurdish civil war.  

 
The Kurdish civil war was not about oil revenues because the KRG did not have oil at 

the time, except for the Taq Taq field, which underwent minimal development for local con-

sumption; rather, it was about the revenue generated from the transit trade, particularly the 

lucrative transit trade in petrol products from the main Ibrahim Khalil border crossing between 

the KRG and Turkey. As Leezenberg argues, ‘The revenues of the transit trade in oil were an 

enormous source of wealth, and hence a potential bone of contention: disagreement over the 

division of these revenues was one of the main causes of Kurdish infighting.’511 The outbreak 
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of war between the two parties began in May 1994. And in the second stage of the war led to 

cruelty and bloodshed. After the PUK forces controlled the city of Erbil, the KDP, with the aid 

of the Iraqi army, seized control of the city on 3 August 1996 and the PUK forces fled to the 

mountains. In retaliation, the PUK forces with the aid of Iran captured Sulaymaniyah in late 

1996. Thus, the region had been divided into two administrative areas.512 The conflict began 

in 1994 when the KDP refused to cede the control of revenue to the KRG became intense in 

1996.513  

 
The revenue from the crude oil trade at Ibrahim Khalil yielded an estimated $596 mil-

lion annually. From this amount, the Iraqi government and firms took 17%, the KDP govern-

ment 9%, and its KDP companies 18% in 1996. In other words, the KDP and its linked com-

panies earned $164 million annually.514 Kosrat Rasul, a prominent PUK leader, accused the 

KDP of favourably accepting the Kurdish division in the region because they earned enormous 

money from the illicit oil trade with Turkey.515 In the meantime, the KDP argued that what 

they did, by not handing over the border revenue, was a response to the ‘disappearance’ of 

some $19 million from the Central Bank of Kurdistan, under the order of the PUK.516 Due to 

the lack of revenue, the PUK faced difficulties in administering the region, particularly with 

the influx of the large pro-PUK civil servants who had escaped from Erbil. Thus, Suleimaniyah, 

a cultural and educational centre of the Kurdistan Region, lacked the required necessary foun-

dation of administrative support structures.517  

 
The Kurdish civil war slightly damaged the internal and external legitimacy of the 

Kurdish de facto state. The Kurdish people accused the Kurdish leadership of being unable to 

govern and run affairs including the fair distribution of revenues. In other words, the regime’s 

legitimacy was threatened. One report described the fighting as the ‘undeclared demise’ of the 

Kurdish rule over their territory, as it ‘could prompt its Western protectors and regional powers 

to tolerate an intervention by President Saddam Hussein’s forces.’518 Kurdish politicians and 
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intellectuals also expressed a negative attitude. For example, Burhan Jaf, later to become the 

KRG’s representative to the EU, argued, ‘Unfortunately, the collapse of the free-Kurdistan 

experiment is more possible now than ever before, and the principal reason is the intra-Kurdish 

strife.’519 Moreover, the intrastate war led to the death of thousands of Kurds and displacement 

of tens of thousands from their homes.520 More than half of the population became unem-

ployed.521 The war also hindered the efforts of Non-Governmental Organisations (NGOs) in 

the region because greedy local warlords charged taxes on and confiscated aid goods. All 

American NGOs withdrew due to the threat of the Iraqi army in the region.522 The most nega-

tive consequence of the war was the division of the Kurdistan Region into two zones of party. 

The PUK ruled the Sulaymaniyah governorate and the KDP controlled the Erbil and Dohuk 

governorates. They had their own security forces and independent administration.523   

 
The de facto state dissolved in the mid-1990s as a result of the civil war that broke out 

between the two major political parties, the KDP and the PUK. The Kurdistan Region’s state-

building process suffered a serious setback due to the civil war.524 However, the state-building 

initiative was restarted in the late 1990s under a split administration that was brought back 

together in 2005. Thus, the Kurdistan Region actually experienced the creation of two de facto 

states, the first from 1991 to 1994 and the second starting in 2005. A civil war can be considered 

as an organic process of state-building.525 Although the de facto state’s infrastructure was de-

stroyed, the notion and the Kurdish aspiration to preserve their domestic sovereignty persisted. 

The reunification process was launched by the 1998 cease-fire agreement between the PUK 

and KDP.526  

3.3.3 The implementation of the oil-for-food of the program and the end of the Kurdish 
civil war 

The fair distribution of oil revenue, more precisely the implementation of the oil-for-food of 

the program (OFFP), was the main cause of the end of the Kurdish civil war.527 Due mostly to 
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Kurdish nationalism, the two parties could not depend on the border trade revenue for long. 

Their vulnerability was seen several times when Iraq, Turkey and Iran stopped the flow of 

trade.528 For instance, the KDP’s vulnerability had been seen when Iraq reduced the quantity 

of oil and diesel from 10 million litres of fuel daily in 1997 to 6 million litres in 1998 and to 1 

million litres daily in 1999. Even the Iraqi government changed the export route to the PUK 

zone and then for export to Iran.529 Thus, it became apparent for both political parties that they 

would gain more, both internally and externally, from cooperating than from fighting. The US 

played a role in brokering a peace deal between the KDP and PUK in 1998. 530 This Washington 

Accord included important elements such as revenue-sharing, power-sharing and security ar-

rangements.531 Most importantly, the accord fully restored the UN OFFP in the region. Under 

the OFFP program, Iraq was permitted to sell $2 billion worth of oil every six months after 

December 1996. The two de facto ‘statelets’ in the Kurdistan Region were allocated 13 percent, 

or $260 million, which was proportionally split between governorates.532  

 
The OFFP program had a paradoxical consequence on the domestic sovereignty of the 

KRG. On the one hand, the OFFP initially undermined the legitimacy of the KRG since the 

United Nations Office of the Humanitarian Co-ordinator in Iraq (UNOCHI) was permitted to 

take the place of the Iraqi government for procuring, transporting and distributing humanitarian 

aid to the Kurdistan Region. The UN acted as a government in the Kurdistan Region, and its 

agencies operated as ministries: ‘UNOHCI as a council of ministers, HABITAT as a ministry 

of housing of reconstruction, and UNICEF as a ministry of water and sanitation.’533 Certainly, 

the OFFP programme was committed to maintain Iraqi sovereignty and limit the KRG from 

enhancing its autonomy. The program focused primarily on humanitarian aspects rather than 

rehabilitation of the infrastructure or capacity-building.534 Despite defects, the allocation was 

more efficient in the Kurdistan Region rather than in the parent state. Although the allocation 
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of the funding was not strictly in the hands of the two administrations, the UN agencies were 

corruption-prone.535  

 
On the other hand, the OFFP also promoted economic development in the Kurdistan 

Region. While the program did not attempt to develop a private sector, the OFFP aid and its 

allocation unintentionally paved the way for the emergence of an entrepreneur class of NGOs 

and contractors. OFFP contracts and subcontracts were worth millions of dollars to the local 

population.536 Furthermore, the Kurdish officials also realized the importance of the OFFP in 

the reconstruction of the Kurdistan Region. For instance, Sami Abdul Rahman, the former dep-

uty prime minister of the KDP-KRG, stated, ‘For all its shortcomings, oil-for-food rescued our 

people. Everyone now gets a food basket for a whole month every month. It’s often worth more 

than the income of a family. With that oil income, we’ve built schools and clinics, developed 

agriculture, paved roads and planted some 3 million trees. Kurds now have a sense of secu-

rity.’537 Similarly, Barham Salih, the former prime minister of the PUK-KRG, described the 

OFFP a ‘fantastic concept,’ and further stated that ‘For the first time in our history, Iraqi citi-

zens—all citizens—are insured a portion of the country’s oil wealth. The north is a testament 

to the success of the program. Oil is sold and food is bought.’538 

 
The OFFP consolidated the domestic sovereignty of the two divided Kurdish admin-

istrations. As Leezenberg observed, ‘Through the new contracting business the two parties 

further consolidated their positions in the territories under their military control, even though 

the allocation of resources was not strictly in their hands but in those of the UN officials and 

even the Iraqi regime.’539 This program incentivized the PUK and KDP to cease fighting be-

cause it provided profitable contracts for local distribution and infrastructural projects. Further-

more, Charles Recknagel and Sa’ad Abdul Qadir note, ‘there is more money in the area now, 

including in the PUK areas thanks to UN Security Council oil-for-food resolutions. So, even 

without the transfer of funds from the KDP, the PUK areas are doing much better.’540 In other 
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words, enough rents made both parties cooperate and focus on the local governance rather than 

fight. Lastly, the OFFP initially undermined the regime legitimacy in the KR while it indirectly 

strengthened the domestic sovereignty of the two Kurdish administrations by offering them 

enough revenues to reinvest locally.   

3.3.4 Various approaches towards the oil case in the Kurdistan Region 

The KDP and PUK had different views towards the oil case in the Kurdistan Region from 1991 

to 2003. The PUK believed that they could achieve economic self-sufficiency from Baghdad 

and develop economic infrastructure, for example, through oil extraction. They then would 

move towards political independence. For instance, Jalal Talabani, during the election cam-

paign of the first Regional Parliament for his political party, campaigned for the first time for 

oil extraction in the region. However, the KDP, particularly Masoud Barzani, argued that the 

Kurdistan Region could not achieve economic self-sufficiency, and secession from Iraq was 

unreasonable due to its geographical location, most importantly its hostile neighbours. Thus, 

they should reluctantly return to Baghdad.541 The KDP not only mocked the PUK’s project of 

the oil extraction, but also hampered the project in the government. Since the KDP refused the 

share of the Ibrahim Khalil’s revenue or a join-management, the PUK announced that if Kirkuk 

were to re-join the Kurdistan Region or oil had been extracted in the region, the KDP should 

not ask for a share. Nevertheless, the KDP and PUK switched their views towards the oil case 

in the region after 2003 due to their interests. When Talabani became the first Iraqi President 

and Barzani became the first President of the Kurdistan Region, the PUK left the slogan of the 

oil extraction and self-determination to the KDP and the KDP left the slogan of a policy of 

rapprochement with Baghdad to the PUK.542 

 
The Kurdistan Region had a fledgling oil sector in the 1990s. The Kurdistan Region’s 

oil and gas fields remained undeveloped, undercapitalized and underexplored and its deposits 

also became unknown. In spite of the lack of exploration, the Kurdistan Region possesses the 

major oilfields of Iraq, particularly Kirkuk where has been exploited since 1927.543 In his book 

that was written in the 1970s, Christopher Rand made a remarkable claim about oil in Iraq. 
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Though oil companies explored all areas in Iraq for oil, he maintained that, specific territories, 

as well as Kurdistan, were not indicated on oil company maps. This did not imply that there 

was no oil in such areas, for they noticeably they had oil. From the perspective of oil compa-

nies, they had abundant producing oil fields, particularly Kirkuk and southern fields, that they 

could manage. Therefore, it was not necessary for them to publicize the fact that the Kurdish 

region of northern Iraq has rich oil deposits.544 Pelletiere also added that the cartel oil compa-

nies considered the Kurdish oil fields as a kind of rainy-day fund. They could utilize them once 

it became necessary; however, oil would have to be left in the ground for the time being.545 

Although there has always been a belief that there was oil in the region, Kurds were unable to 

exploit their potential natural resource due to political and economic factors.  

 
During Saddam Hussein’s rule, oil exploration was not implemented in the region as 

an official state policy. Kurds were still powerless to exploit their oil resources in the 1990s.546 

As Stansfield notes:  
 
Kurdish leaders had been conditioned by their experiences in the 1990s and before 
to ensure that they would be in control of their revenue streams in the future. Their 
view of oil revenue, or more accurately how such revenue was used, was not at all 
positive. While they believed that vast seas of oil sat under ‘their’ territory (mean-
ing the giant Kirkuk field), they would complain how their oil wealth had never 
been theirs to control and, far from seeing it invested by Baghdad into the Kurdistan 
Region for the benefit of those who lived there, the Kurds would instead see their 
wealth used to purchase weapons and to fund operations such as the Anfal cam-
paign, the aim of which was to depopulate and ethnically cleanse the rural areas of 
the Kurdistan Region. In the 1990s, the Kurds were no longer targeted in such sys-
tematic ways … But again, the Kurds were not in control of their own resources 
and a strong culture of dependency had taken hold of the Kurdistan Region, a cul-
ture that many leadership figures saw as essential to change.547     
 

With its contested status, the KRG was able to gain some progress in building an independent 

oil sector even in the 1990s. For instance, the Kurds, more precisely the PUK, developed the 

Taq-Taq field in the Sulaymaniyah governorate for domestic consumption.548 The PUK also 

constructed an oil refinery out of sugar refinery parts without foreign support.549 And 
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international oil companies were unable to function in the region due to the double blockades 

and political instability in the region. The KRG also lacked the technical and financial means 

to make rapid headway in oil exploration and development in the region.550 Most notably, to 

develop its oil sector and pursue its international legitimacy, the KRG has unilaterally signed 

a PSA agreement with Turkey’s Genel Enerji for developing the Taq Taq field in 2002 even 

before the regime change in Iraq.551 

3.4 Conclusion  

This chapter has aimed to highlight that the question of oil in relation to sovereignty for the 

Kurds had been historically grounded. Since the inception of the Kurdish liberation movement 

in Iraq, it was clear to the Kurdish leadership that it was difficult to gain meaningful autonomy 

or to secede from Iraq in the absence of foreign support. Even the Kurdish leadership used oil 

as a tool to ensure the foreign support on few occasions, but the efforts were not successful. 

Furthermore, the Kurdish liberation movement and subsequent governments in Baghdad failed 

to reach an agreement regarding autonomy for Kurds with the Kirkuk oil fields and a fair share 

of the national oil revenue. Thus, the Iraqi government used oil revenues, predominantly gen-

erated from the Kurdish oil fields, to wage war against the Kurds. The question of oil remained 

unresolved between the Kurds and the Iraqi government.   

 
In 1992 the Kurdish national liberation movement came to be a de facto state, and its 

illicit oil trade, as a main source of wealth, played a role in the initial processes of its state-

building through paying some salaries and providing some social services. This to an extent 

strengthened domestic legitimacy in the region. Although the KRG controlled its oil fields, it 

could not develop new oil fields due to domestic and external factors. The oil smuggling-gen-

erated revenue at Ibrahim Khalil border was a main source of conflict between the KDP and 

PUK between 1994 and1997. This weakened the KRG’s domestic and international legitimacy. 

Nevertheless, what motivated the Kurdish leadership to end the Kurdish civil war was the fair 

distribution of oil revenue through the implementation of the OFFP. While the program initially 

delegitimized the two Kurdish administrations, it unintentionally increased the KRG’s domes-

tic sovereignty.  
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Based on their interests, the two ruling parties had various projects towards the oil pol-

icy from 1990 to 2003. The PUK’s project included economic self-sufficiency based on the oil 

extraction while the KDP’s project had a policy of reconciliation with Baghdad and was op-

posed to oil extraction. However, when Talabani became the first Iraqi President and Barzani 

became the first President of the Kurdistan Region after 2003, the PUK moved towards the 

policy of rapprochement with Baghdad, and the KDP focused on an independent energy policy 

and self-determination. 

 
Throughout most of this period, the conflict between Kurdish national liberation move-

ment and the Iraqi government over oil was clearly associated with control over territory, in-

dependence and sovereignty. The following chapter complements this one, by showing how 

the KRG’s control over natural resources in Kurdistan came to be associated with sovereignty 

and affected its various aspects of sovereignty.  
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Chapter 4. The impact of natural resources on the KRG’s sovereignty, 2003-2019 

This chapter starts with the empirical analysis of the impact of natural resources on the KRG’s 

sovereignty. It examines the efforts of the Kurdish leadership to consolidate the KRG’s sover-

eignty after 2003. It also surveys the conflict over the control of natural resources between the 

Erbil and Baghdad. It argues that the conflict over oil resources between Erbil and Baghdad 

revolves around sovereignty rather than just monetary or technical issues. This chapter inves-

tigates the influence of high and low oil prices on the sovereignty of the KRG. Moreover, it 

discusses the effects of mismanagement, corruption and lack of transparency in the oil industry 

and domestic clashes over oil revenues on various dimensions of sovereignty. Finally, the chap-

ter highlights the influence of the KRG’s contested sovereignty on its energy policy and the 

case of oil in the policy of the ‘status then standards.’   

4.1 National resources: consolidating the KRG’s sovereignty in three phases 

Kurdish desire to further consolidate the KRG’s sovereignty through control over oil reserves 

in the Kurdistan Region explicitly appeared during the rebuilding process following the demise 

of Saddam Hussein’s regime in three phases. First, the drafting of the constitution was the ini-

tial conflict between the central government and the Kurds. The Kurdish leadership attempted 

to create a constitutional framework for the parent state where regional law prevails over na-

tional law in most of the cases, particularly with regard to natural resources. Kurdish leaders 

invited Peter Galbraith, a former American diplomat, and other legal experts to advance the 

Kurdish cause in the process of writing the constitution. Galbraith’s influence on the Kurdish 

leadership between 2003 and 2004 can be grasped in the two provisions of the 2005 constitu-

tion such as ‘that residual powers belong to the provinces and not to the central government, 

as well as the supremacy accorded to local law over federal law.’552 In other words, the central 

government of Iraq is granted less power than many centralized states in the world as Galbraith 

elaborates:  
 
After I left Iraq in May 2003, I realized that the Kurdish leaders had a conceptual 
problem in planning for a federal Iraq. They were thinking in terms of a devolution 
of power—meaning that Baghdad grants them rights. I urged that the equation be 
reversed. In a memo I sent Barham (Salih) and Nechirvan (Barzani) in August, I 
drew a distinction between the previous autonomy proposals and federalism: ‘Fed-
eralism is a ‘bottom-up system.’ The basic organizing unit of the country is the 
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province or state. The state or province is constituted first and then delegates cer-
tain powers (of its choice) to the central government … in a federal system residual 
power lies with the federal unit (i.e. state or province); under an autonomy system 
it rests with the central government. The central government has no ability to re-
voke a federal status or power … Finally, I wrote … ‘any conflict between laws of 
Kurdistan and the laws or constitution of Iraq shall be decided in favor of the for-
mer.553 
 

He was among the most forceful advocates for Kurds to retain control over natural resources 

in their region and argued that the Kurds would not be able to maintain their domestic sover-

eignty without control over its oil resources.554 As an informal advisor to the KRG, he framed 

Kurdish demands including oil in the 2004 Transitional Administrative Law and his contribu-

tion can be seen in the 2005 constitution.555 Galbraith writes:  
 
On February 10 (2004) Nechirvan [Barzani] convened a meeting at the Kurdistan 
National Assembly of the top leaders of the PUK and KDP. I presented a draft of 
a ‘Kurdistan chapter’ to be included in the interim constitution [i.e. the TAL] … 
Except for a few matters assigned to the federal government (notably foreign af-
fairs), laws passed by the Kurdistan national assembly would be supreme within 
the region. The Kurdistan Regional Government could establish an armed force … 
The Kurdistan Region would own its land, water, minerals and oil. Kurdistan 
would manage its future oil fields (and keep revenues) but the federal government 
in Baghdad would continue to manage all oil fields currently in commercial pro-
duction. Because there were no commercial oil fields within Kurdistan as defined 
by the March 18, 2003 boundaries, this proposal had the effect of giving Kurdistan 
full control over its own oil … The permanent constitution of Iraq would apply in 
Kurdistan only if it were approved by a majority of Kurdistan’s voters.556 
 

The permanent constitution adopted in the October 2005 referendum formally recognized the 

Kurdistan Region as the first federal region in Iraq. The constitution gives control of foreign 

policy, security and customs to the central government. Nonetheless, regional governments 

enjoy wide residual powers, even in the area of security. The new constitution, particularity 

Article 115 further strengthens the authority of regional entities, stating that: 
 
All powers not stipulated in the exclusive powers of the federal government belong 
to the authorities of the regions and governorates that are not organized in a region. 
With regard to other powers shared between the federal government and the 
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regional government, priority shall be given to the law of the regions and gover-
norates not organized in a region in case of dispute.557  
 

This legalization of the KRG’s status enables the Kurdish leadership not only to enhance its 

domestic legitimacy, but also external legitimacy with various foreign actors. Furthermore, 

Michael Kelly, another American constitutional adviser to the KRG, also emphasizes that this 

article allows the regional authority to severely limit federal authority in the region.558  

 
Due to the role of the Kurdish lobby, the constitution added Article 112, which states 

that ‘The federal government, with the producing governorates and regional governments, shall 

undertake the management of oil and gas extracted from present fields, provided that it distrib-

utes its revenues in a fair manner in proportion to the population distribution in all parts of the 

country …’559 The ambiguity in this article lies mainly in two sections such as ‘with’ and ‘pre-

sent fields.’ Thus, what the word ‘with’ means, and what constitutes ‘present fields’ is unclear. 

In this article, the word present was kept purposely vague. Article 112 assisted the KRG to 

exploit its new oil and gas fields in the region and to utilize them as an instrument in pursuing 

international legitimacy. As Sean Kane notes, the Kurds were successful in ‘creating a consti-

tutional framework for Iraq where the main question was not what control regions should have 

over oil, but rather what role was left for the national government.’560 

 
The second phase is the KRG’s unilateral regional hydrocarbon legislation. The KRG’s 

Ministry of Natural Resources (MNR) was established in 2006, as the counterpart of the federal 

Ministry of Oil (MoO) in Baghdad. Ashti Hawrami was appointed as the KRG’s Natural Re-

sources Minister in May 2006. Since the passing of the 2005 constitution, Iraq still lacks a 

comprehensive national hydrocarbon law. Although the Kurdish representatives in Baghdad 

initially engaged with the Maliki government to establish a federal hydrocarbon law, negotia-

tions between them over the national hydrocarbon law failed. Therefore, the KRG passed its 

own oil and gas law in July 2007, which contains a Production Sharing Agreements (PSA).561 

 
557 ‘Iraq’s Constitution of 2005’, n.d., An English version of the Iraqi constitution can be found 
athttps://www.constituteproject.org/constitution/Iraq_2005.pdf?lang=en (July 2009).  
558 Michael J Kelly, ‘The Kurdish Regional Constitution within the Framework of the Iraqi Federal Constitu-
tion: A Struggle for Sovereignty, Oil, Ethnic Identity, and the Prospects for a Reverse Supremacy Clause’, Penn 
State Law Review 114, no. 3 (2010): 746–47, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1608334. 
559 ‘Iraq’s Constitution of 2005’. 
560 Sean Kane, ‘Iraq’s Oil Politics: Where Agreement Might Be Found’, Peaceworks (United States Institute of 
Peace, 2010), 6, https://www.usip.org/sites/default/files/resources/iraq_oil_pw64.pdf. 
561 Voller, ‘Kurdish Oil Politics in Iraq’, 72; Nawshirwan Mustafa proposed an oil contract to IOCs prior to 
2006. See ‘Oil Deals Signed by Nawshirwan Mustafa Were Waste of Kurdistan’s Natural Resources: Ashti 
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The Kurdistan oil and gas law provides a substantive legal foundation for the KRG to inde-

pendently engage with international oil companies and sign PSAs for the oil fields in the region. 

To attract IOCs, the Kurdish officials declared that substantial quantities of oil and gas would 

be discovered in the region. As Hawrami said, ‘I’m not expecting to find another Kirkuk. But 

I think I will find a lot of fields that add up to Kirkuk.’562 Shortly after signing the oil and gas 

law, the KRG announced that it had the ability to export commercial quantities of crude oil in 

2008.  

 
Despite the enormous number of risks such as the KRG’s contested sovereignty, uncer-

tainty in estimates of oil and gas reserves, the lack of oil infrastructure, the absence of a finan-

cial system and permission to export, several small- and medium-sized oil companies (known 

as wildcatters) signed PSAs with the KRG.563 The KRG’s model of the PSAs to IOCs offered 

25–35% profit while Baghdad’s model of technical service contracts offered 15–18% profit.564 

The primary intent of the KRG was to use wildcatters’ proclamations of initial discoveries to 

attract larger companies.565 As Hawrami puts it:  
 
The small and the beautiful [oil companies] found the oil, and they are normally 
more aggressive, very quick movers [who] put their investment very rapidly into 
the ground. They discovered [oil], and then you need a new way of managing these 
finds. So, they require more, for example, more drilling, more facilities, more in-
vestments – where the medium size and the large companies actually have better 
skills to do that.566 
 

In 2008, an oil expert, based on an interview with the ICG, also highlighted that what Hawrami 

wanted in the Kurdish region right now was the larger oil companies in order to create facts on 

the ground.567 Despite the opposition of Baghdad, ExxonMobil became the first major interna-

tional oil company to sign a PSA with the KRG in 2011. The Exxon deal marked the growing 

international confidence in KRG’s domestic sovereignty as it jeopardized its future deals with 
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https://www.wsj.com/articles/SB121554950187436783. 
563 ‘Oil for Soil: Toward a Grand Bargain on Iraq and the Kurds’, Middle East (International Crisis Group, 28 
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the federal government.568 The Exxon deal with a de facto state like the KRG was ‘seen as a 

huge vote of confidence.’569 Additionally, the deal increased the KRG confidence that its use 

of PSAs to develop its natural resource was the right approach.570 This deal not only provided 

legitimacy to its initial PSAs with small- and medium-sized oil companies, but also paved the 

way for other larger oil companies such as Total, Chevron, Gazprom and Rosneft to sign PSAs 

with the KRG (see Chapter 5 for more on IOCs). 

 
The Kurdish leadership also attempted to extend its existing sovereignty by incorporat-

ing disputed territories into the Kurdish region. To bolster its claim to ownership of the disputed 

territories and enhance the prospects of including them in the Kurdistan Region, the KRG tried 

to attract oil companies, particularly American companies, into these areas that its security 

forces controlled. A U.S. official remarked, ‘The KRG has insisted that American companies 

come in on oil development in the disputed territories. They want to bring in the U.S. govern-

ment that way. The KRG is very smart.’571 In October 2011, ExxonMobil signed PSAs for six 

blocks of which two blocks (Bashiqa and Qara Hanjir) are fully in disputed territories and a 

small part of a third, the Al-Qosh block, lies across the Green Line (See Figure 2). But Kurdish 

officials claimed that Kurds treated the disputed territories as part of Kurdistan.572 Hawrami 

explicitly states, ‘We don’t have anything [oil contracts] in disputed territories’, and ‘there is 

no particular line. It comes down to who is in charge of it, now or then. It is bigger than where 

you draw a line.’573 In other words, since the KRG controlled and administrated such territories, 

they belonged to the Kurdistan Region. 

 
To constrain the KRG’s sovereignty, particularly its PSA contracts with international 

oil companies, the MoO declared a policy of black-listing companies signing deals with the 

Kurdistan administration since 2007.574 Baghdad stopped oil exports to South Korea’s largest 

refiner, SK Energy and Austria’s OMV AG in retaliation for their PSA deals with the KRG in 
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January 2008.575 However, the Exxon deal with the KRG in 2011, despite its stake in the West 

Qurna-1 development in southern Iraq, undermined this policy.576 Although the MoO also 

blacklisted Chevron due to its PSA deal with the KRG in July 2012, it did not have any stake 

in southern Iraq.577 Aside from the black-listing policy, Hussain al-Shahristani, Iraq’s Oil Min-

ister, considered Kurdish PSAs as ‘illegal and illegitimate’ in 2009.578 In 2014, Bagh-

dad filed a lawsuit against Ankara at the International Chamber of Commerce’s International 

Court of Arbitration (ICA) in Paris for breaching the Iraq-Turkey Pipeline (ITP) treaty by al-

lowing crude exports from the Kurdistan Region to international markets without the consent 

of the Iraqi government. Turkey seems to be liable to pay $24 billion in compensation to the 

government of Iraq.579 

 
However, the KRG refuted Shahristani’s claim by legalizing and legitimizing its PSA 

contracts within the framework of the Constitution of Iraq and the Kurdistan Oil and Gas Law 

and considered his statement as ‘unconstitutional threats.’580 The KRG also accused the central 

government as well as Shahristani of restoring the Saddam-era laws, stating, ‘Our contracts 

with the IOCs are both constitutional and legal within the framework of the Kurdistan Oil and 

Gas Law … Dr Shahristani keeps saying that Iraqi law does not allow this or that. People 

around the world wonder which law he is talking about because they know that since most of 

Saddam’s laws contradict the new Constitution, they are now null and void.’581 This indicates 

that the pursuit of international legitimacy is essential for such actors as the KRG kept an eye 

on gaining legitimacy and legalization for its unilateral contracts with IOCs.  

 
The final phase is monetization and independent export. The success of the second 

phase which has brought the KRG one step closer to creating an independent economy, through 

production and exporting of oil, to reduce or escape from its dependence on Baghdad, which 
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would further consolidate Kurdish sovereignty. The Kurdistan Region not only depended on 

the central government for its budget, but also the national pipeline to export its oil to external 

markets. It became widely known that the KRG received 17 percent of the federal budget an-

nually; however, only 13 percent of Iraq’s revenue reached the region after subtracting expend-

itures.582  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

Figure 2. Map of KRG oil and gas concessions with lead operators and Green Line. Source: International Crisis 
Group, ‘Iraq and the Kurds: The High-Stakes Hydrocarbons Gambit,’ 2012, 26 

 
Furthermore, relying on the federal budget would not only isolate the KRG politically 

and economically from the world, but also undermine its domestic sovereignty. As Aram Ra-

faat cautions, ‘Relying on Baghdad for finances will prevent the KRI from integrating into the 

international community in terms of trade and the international economy. A handy budget will, 
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in time, undermine the region’s capacity building, long-term development, and internal sover-

eignty because the KRI will need to compromise its nationalist rights to secure its yearly budget 

from Baghdad.’583 Thus, the Kurdish leadership knew that Baghdad would use such depend-

ence against the KRG in the absence of healthy relationships. A KRG official declared that, 

‘We know that the Baghdad government will stop funding us one day so we are making prep-

arations with oil companies to establish an independent economy.’584 Since 2006, former Prime 

Minister Nouri al-Maliki has utilized the economic weapon against the Kurds on various occa-

sions. As Gareth Stansfield notes, ‘It is the fear of being economically dependent on Baghdad 

that moved the Kurds to plan for an independent oil and gas sector as early as 2004 … The 

more Baghdad squeeze[d], the more the Kurds move[d] towards economic independence.’585 

When Kurdish oil finally ran through federal pipelines for the first time in 2009 by the State 

Oil Marketing Organization (SOMO), the Iraqi central government refused to pay the IOCs in 

the Kurdistan Region for their production costs. In the absence of the export pipeline, the KRG 

was forced to depend on other means, such as trucking oil to Iran and Turkey, which is consid-

ered ‘smuggling’ by Baghdad, to reimburse oil companies.586 

4.1.1 The conflict over natural resources: sovereignty vs monetary or technical ques-
tions 

The conflict over oil resources between the KRG and the federal government is more difficult 

to resolve because it revolves around sovereignty rather than just monetary or technical ques-

tions. Therefore, subsequent agreements over monetization and the independent export of oil 

are short-lived or never fully implemented because any lasting resolution requires some 

acknowledgement of the right to exploit oil resources, which means the KRG and the federal 

government have to give up some degree of sovereignty. The KRG and Baghdad reached an 

agreement to export Kurdish crude through Iraqi pipelines in June 2009. However, the KRG 

stopped its oil exports in late 2009 and accused Baghdad for refusing to pay the producing 

companies for their costs. The federal government demanded that the KRG pay operating costs 
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to producing companies from its 17% share of the national budget. The KRG expected the 

federal government to pay the oil companies outside of KRG’s annual budget allocation. 587  

 
Additionally, the KRG and the federal government reached another agreement to resume 

the export of Kurdish crude through national pipeline in 2011. The federal government agreed 

to reimburse the IOCs for their production costs and meanwhile the KRG had to pay their 

profits.588 In return, the KRG agreed to export 100,000 bpd (which rose to175,000 bpd in 2012) 

and allow Baghdad to audit the companies’ equipment and operating expenses. The second 

agreement only remained valid for a little more than a year and the KRG stopped its oil exports 

again on April 1, 2012. The KRG blamed Baghdad for not fulfilling its payment commitments, 

and owing the KRG $1.5 billion in payment backlogs.589 Meanwhile, Shahristani accused the 

KRG of costing Baghdad $5.65 billion by halting the oil export and ‘smuggling’ it to Iran.590 

According to an oil industry expert, based on an interview with the International Crisis Group 

(ICG), ‘The KRG is giving less oil to Baghdad than it could or the Iraqi government wants, 

because it makes more money by trucking it out.’591 Having a revenue stream independent of 

Baghdad enabled the KRG to finance its security forces and pay the salaries of its employees. 

Some observers have argued that the KRG’s oil actions were only driven by the desire to enrich 

the personal wealth of the Barzani and Talabani families.592 While this statement holds some 

elements of truth, a better understanding of the KRG’s unliteral oil policy can be found in 

accomplishing its objectives of securing and demonstrating its sovereignty internationally. For 

instance, the ICG’s report stated based on an interview with anonymous energy expert: 
 
The Kurds care about owning and managing the oil industry more than about rev-
enue sharing because they want to establish sovereignty and build up a record over 
time of examples in which the KRG has exercised effective sovereignty and use 
this as a basis for a claim of independence under international law.593 
 

Under this perspective, what matters most to the KRG is a full control over its mineral re-

sources, which is a substantial element of domestic sovereignty. Trucking Kurdish crude to 

Iran and potentially Turkey, rather than exporting through the national pipeline, made the 
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former Prime Minister Nuri al-Maliki pass a budget in March 2013 without the approval of 

Kurds, which granted a foundation to cut off budget payments to the KRG.594 

4.1.2 Oil pipeline and the sovereignty issue 

Building a Kurdish oil pipeline exacerbated the sovereignty conflict between the KRG and 

federal government. The KRG and Turkey signed multiple documents which covered export 

pipelines and gas exports in November 2013.595 The former Turkish Energy Minister Taner 

Yıldız proposed that oil revenues would be deposited into an ‘escrow’ account at a state bank, 

later known as Halkbank, to resolve the conflict between the KRG and federal government. 

Practically, this would have increased the Kurdish share of the budget as it avoided the sover-

eign expenses by the federal government.596 Hawrami, with the attendance of Turkish energy 

minister, at an oil and gas conference on December 5, 2013 declared that the KRG and Turkey 

concluded an agreement to export Kurdish oil directly through a new KRG pipeline.597 In late 

December 2013, the new KRG pipeline, originally created as a gas pipeline and changed to 

transfer oil, began sending oil to the Turkish port of Ceyhan without the approval of Bagh-

dad.598 This demonstrated KRG’s interdependence sovereignty to the international community 

as it developed the ability to regulate movements across its borders. In January 2014, the fed-

eral government made a final proposal that the KRG would be allowed to export the Kurdish 

oil through its new pipeline, but SOMO should make all petroleum sales, and oil revenues 

would flow into an account at the Development Fund for Iraq (DFI) in New York. The KRG 

alternatively proposed a separate account at the DFI in order to control its oil revenues, but 

Baghdad refused this proposal.599 This demonstrated that an independent economy is crucial 

for the Kurdish leadership to maintain its domestic sovereignty. Without seeking the Council 

of Ministers’ permission or giving advance notice, Nouri al-Maliki, the prime minister of Iraq, 

made a decision to cut the federal funding for the Kurdistan Region’s budget in February 2014. 
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The KRG was frequently accused by Baghdad of being secretive and selling oil independently 

from the Iraqi federal government.600 The KRG Prime Minister fiercely refuted that claim and 

emphasized that the Ministry of Natural Resources of the KRG began exporting oil unilaterally 

in June 2014, just after al-Maliki reduced the budget in February 2014.601 The cut-off of the 

federal budget led to a fiscal and economic crisis in the Kurdistan Region. The KRG’s eco-

nomic growth fell from 8% in 2013 to 3% in 2014.602  

 
Additionally, as the Iraqi army fled due to the Islamic State of Iraq and Syria’s attacks, 

KRG forces took control of the city of Kirkuk and the surrounding oilfields of Kirkuk, Bai 

Hassan and Jambur, in June 2014.603 Masoud Barzani, a former KRG’s president, announced 

that such areas were now ‘Kurdistani’ and would remain under the Kurdish authority.604 The 

oilfields in Kirkuk were jointly administrated by the North Oil Company (NOC) and the KRG 

from June 2014 to late 2017. Since the federally-controlled Kirkuk-Ceyhan pipeline was de-

stroyed by the activities of the ISIS, the Kirkuk oil was exported through the KRG oil pipeline. 

4.1.3 The sovereignty conflict: failure of oil agreements  

Since 2014 oil agreements between Erbil and Baghdad failed to produce a lasting resolution 

due to the sovereignty conflict. The KRG and the federal government were forced to reach an 

interim agreement in November 2014 due to several factors such as the Iraqi federal govern-

ment’s cut of the Kurdistan Region’s17 percent share, the June 2014 drop in oil prices, the cost 

of war with ISIS, corruption and the flow of many Syrian refugees and IDPs into the KR. The 

KRG, according to the deal, provided 150,000 bpd of oil (out of 300,00 bpd) to SOMO at the 

Turkish port of Ceyhan in exchange for $500 million to the KRG for the last three months of 

2014. Erbil later complained that Baghdad did not send the final payment for December.605  

 
 

600 Session 6: Visions for the Future of the Kurdistan Region: A Debate with the Prime Minister, 2016, 
https://www.youtube.com/watch?v=eDwXxixGnoA. 
601 Ibid. 
602 ‘The Kurdistan Region of Iraq: Assessing the Economic and Social Impact of the Syrian Conflict and ISIS’ 
(Washington, D.C: The World Bank, 20 April 2015), 2, https://doi.org/10.1596/978-1-4648-0548-6. 
603 Mills, Under the Mountains, 13. 
604 ‘Oil and Borders: How to Fix Iraq’s Kurdish Crisis’, Crisis Group Middle East Briefing (International Crisis 
Group, 17 October 2017), 2, https://www.crisisgroup.org/middle-east-north-africa/gulf-and-arabian-penin-
sula/iraq/55-settling-iraqi-kurdistans-boundaries-will-help-defuse-post-referendum-tensions. 
605 ‘KRG Is on Target with Oil Supply Commitment to the Federal Government as Agreed in the 2015 Federal 
Budget’, MNR, 9 March 2015, http://mnr.krg.org/index.php/en/press-releases/443-krg-is-on-target-with-oil-sup-
ply-commitment-to-the-federal-government-as-agreed-in-the-2015-federal-budget. 



 115 

Moreover, a second version of the agreement was made in December 2014 as Erbil 

should provide 250,000 bpd of its oil export to SOMO at Ceyhan and export 300,000 bpd from 

fields in Kirkuk (they would not be able to deliver such amount at the time) through the KRG 

oil pipeline. In return for KRG’s export of 550,000 bpd of oil through its pipeline, the KRG 

would receive its 17 percent share of the federal budget in addition to monthly salaries for the 

Peshmerga forces.606 The agreement was about ‘revenue-generating’ instead of ‘revenue-shar-

ing’ for the KRG and the federal government.607 It is crucial to remark that the KRG produced 

500,000 bpd in December 2014. Of this amount, 250,000 bpd was transferred to SOMO and 

domestic consumption was around 150,000 bpd. The KRG would independently export the 

remainder, 100,000 bpd.608 In other words, by not handing over the full control of its oil export 

or sales to the federal government, the KRG sought to demonstrate its domestic sovereignty to 

the international community and to resume its full export capacity in the absence of healthy 

relationships with Baghdad. However, the deal never implemented the agreed terms. The KRG 

returned to selling almost all its oil itself in June 2015. The KRG accused the federal govern-

ment of not paying the full monthly budget, and Baghdad said that Erbil failed to deliver the 

full export volumes based on a monthly figure, not an average over the year.609 Sardar Aziz, a 

Senior Adviser in the Kurdistan Parliament, notes, ‘The KRG wants to turn the equation upside 

down. … It wants to be in control of its oil and be able to sell it and then give Baghdad [its 

share].’610  

 
Additionally, the KRG’s Deputy Prime Minister, Qubad Talabani announced in Octo-

ber 2015 that although the KRG would not sell its oil through SOMO anymore, it was ready to 

make a new revenue-sharing agreement.611 Since then the KRG would not hand over its control 

to SOMO. Moreover, the federal NOC stopped Kirkuk’s oil exports via the Kurdish pipeline 
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in March 2016 to increase pressure on the KRG to make a new revenue-sharing agreement.612 

However, Erbil and NOC reached an agreement to restart exports from Kirkuk via the KRG 

pipeline to Ceyhan in August 2016. The flows of Kirkuk, according to the deal, would be di-

vided 50/50 between SOMO and Kurdistan.613 After the ban, the export of crude oil from Kir-

kuk reached to nearly 300,000 bpd from previous 150,000 bpd.614 The Kirkuk oil had a pro-

found effect on the KRG’s revenue, sustainability public sectors’ salaries and repayment of 

debt. Furthermore, this deal failed on 16 October 2017 when the Iraqi Army and the Shiite 

Popular Mobilization Forces (PMF) conquered the oil province of Kirkuk and almost all of the 

disputed territories.   

 
The declaration of a referendum by the KRG was aimed to consolidate its domestic 

sovereignty and gain sovereignty over the disputed territories including its natural resources, 

planting the seeds of statehood. For several years, Barzani had recurrently mentioned to his 

ambition for a sovereign Kurdish state. To Barzani, Baghdad’s ‘undemocratic, sectarian, cen-

tralizing and unconstitutional’ way of acting was motivating a reappraisal of the KRG to a 

unified and federal Iraq.615 On September 25, 2017, the Kurdish leadership held a referendum 

in order to consolidate the KRG’s domestic sovereignty, obtain sovereignty over the disputed 

territories as well as its natural resources, boost the KRG’s bargaining power and increase non-

intervention assurances for its territory, which all paving the way to statehood in the long-term. 

The referendum was aimed not to vote for independence, but rather to vote on independence. 

In other words, a positive outcome would not initially lead to a declaration independence, but 

establish a negotiation process with the federal government and neighbouring countries to-

wards independence.616 As Masoud Barzani, prior to referendum, declared ‘After that we will 

start talks with Baghdad, to reach an agreement over borders, water and oil. We will take these 

steps, but if they don’t accept them, that will be another matter.’617  
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Also, the positive outcome of the referendum would gradually lead to a transfer of sov-

ereignty from Baghdad to the KRG of the disputed territories including the oil-rich Kirkuk 

city.618 This aim was apparent when the ballot question was posed as ‘Do you want the Kurdi-

stan Region and the Kurdistani areas outside the administration of the Region to become an 

independent state?’619 This reveals that Kurds perceive consolidating territories including dis-

puted territories as an important step towards statehood. In spite of regional and international 

opposition, the KRG held a successful referendum on independence on September 25, 2017, 

which showed 92.73 percent voted in favour of Kurdish statehood (see chapter 5 on foreign 

actors for more details).620 Hence, this act separates the KRG from non-sovereign entities.  

 
The fallout of the referendum threatened the KRG to the extent of entirely undermining, 

if not destroying altogether, its sovereignty including its control over its oil resources. Baghdad 

and neighbours Iran and Turkey ultimately made a strong response against the Kurdish refer-

endum by imposing an international flight ban on the international airports in Erbil and Sulai-

maniya, carrying out joint-military operations on the KRG borders and closing Iranian border 

crossings with the KRG.621 On October 16 and the following weeks, Iraqi army forces with the 

support of Iran and PMF forcefully retook Kirkuk city with its oil fields, along with 44 other 

smaller oil fields in west Iraq.622 The KRG lost the territorial expansions it had gained since 

2003. It also lost control over many of disputed territories and its oil fields, except for Khurmala 

Dome of the Kirkuk oil field, which lies in the disputed part of Erbil governorate.623 Thus, the 

KRG lost over 50 percent of its total revenue, coming from such territories as its oil export fell 

 
618 See also Marianna Charountaki, ‘Non-State Actors and Change in Foreign Policy: The Case of a Self-Deter-
mination Referendum in the Kurdistan Region of Iraq’, Cambridge Review of International Affairs 33, no. 3 (3 
May 2020): 395–97, https://doi.org/10.1080/09557571.2019.1663495. 
619 Cited in ‘Oil and Borders’, 3. 
620 Yoosef Abbas Zadeh and Sherko Kirmanj, ‘The Para-Diplomacy of the Kurdistan Region in Iraq and the 
Kurdish Statehood Enterprise’, The Middle East Journal 71, no. 4 (15 October 2017): 605, 
https://doi.org/10.3751/71.4.14. 
621 Fahrettin Sumer and Jay Joseph, ‘Compatibility of the Kurdistan Region of Iraq’s Institutions and Economic 
Development Within Iraq’, in Iraqi Kurdistan’s Statehood Aspirations, ed. Anwar Anaid and Emel Elif Tugdar 
(Cham: Springer International Publishing, 2019), 42, https://doi.org/10.1007/978-3-319-93420-4_3; Morgan L. 
Kaplan, ‘Foreign Support, Miscalculation, and Conflict Escalation: Iraqi Kurdish Self-Determination in Per-
spective’, Ethnopolitics 18, no. 1 (January 2019): 38, https://doi.org/10.1080/17449057.2018.1525164. 
622 Fahrettin Sumer and Jay Joseph, ‘The Paradox of the Iraqi Kurdish Referendum on Independence: Contra-
dictions and Hopes for Economic Prosperity’, British Journal of Middle Eastern Studies 45, no. 4 (8 August 
2018): 585, https://doi.org/10.1080/13530194.2018.1430533; Rafaat, Kurdistan in Iraq, 197–212. 
623 Rafaat, Kurdistan in Iraq, 212; ‘After Iraqi Kurdistan’s Thwarted Independence Bid’, Middle East (Interna-
tional Crisis Group, 27 March 2019), 1, fn2, https://www.crisisgroup.org/middle-east-north-africa/gulf-and-ara-
bian-peninsula/iraq/199-after-iraqi-kurdistans-thwarted-independence-bid. 
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to 225,000 bpd from 600,000 bpd in October 2017.624 The loss of control over Kirkuk’s oil 

wealth was a major symbolic and financial blow for Kurds as it was considered as the main 

instrument for fulfilling the Kurdish dream of an independent state. As Joost Hiltermann notes:  
 
The Iraqi government’s seizure of the oil fields around Kirkuk may represent a 
larger blow to the Kurds’ aspirations than the loss of the city itself. The oil is critical 
to their independence bid: It provides a revenue stream that gives them economic 
leverage with their neighbors. Losing control over those fields means having to 
revert to an earlier era when they were dependent on Baghdad for income from 
Iraq’s much larger southern fields.625 
 

After losing control over most disputed areas, the KRG officially froze the results of the refer-

endum on 24 October 2017 to avoid ‘grave and dangerous circumstances’ that ‘Iraq and Kur-

distan are faced with.’626  

 
The Iraqi army, moreover, intended to forcefully establish full sovereignty over its ter-

ritory as well as the Kurdistan Region since it is not protected by norms of non-intervention 

due to its contested sovereignty. The Prime Minister of Iraq, Haider al-Abadi declared that ‘All 

border crossings in and out of Iraq must be under the exclusive control of the federal state.’627 

Patrick Cockburn asserted that Iraq would ‘end semi-independent rule’ in the Kurdistan Re-

gion.628 The Iraqi army and PMF moved towards the Khurmala oil field and Fishkhabour bor-

der, which is part of KRG territory. They made efforts not only to control the Khurmala dome 

where a pipeline carries crude to the border with Turkey, but also the Fishkhabour border as 

most Kurdish oil exports to the Turkish Ceyhan port pass through the area (See Figure 3).629 

This represented a serious threat to the KRG’s interdependence sovereignty in the sense that 

the government would be unable to control its flow of oil in the region. Consequently, this 

 
624 Rafaat, Kurdistan in Iraq, 212; Julia Payne and Rasheed Ahmed, ‘Iraqi Kurdistan Faces First Major Oil Out-
age since Referendum’, Reuters, 18 October 2017, https://af.reuters.com/article/GCA-Commodi-
ties/idUSKBN1CN2LW. 
625 Hiltermann and Fantappie, ‘Twilight of the Kurds’. 
626 ‘Statement from Kurdistan Regional Government’, KRG, 25 October 2017, http://previous.cabi-
net.gov.krd/a/d.aspx?s=040000&l=12&a=55938. 
627 Cited in Sangar Ali, ‘All Border Crossings, Travel to Iraq Should Be under Federal Government Control: 
PM’, Kurdistan24, 31 October 2017, https://www.kurdistan24.net/en/news/f9f3dbd0-43e6-40bb-96c7-
718dbfb6b604. 
628 Patrick Cockburn, ‘Iraq Will End Decades-Old Policy of Semi-Independent Rule in Kurdistan’, The Inde-
pendent, 30 October 2017, sec. Middle East, http://www.independent.co.uk/news/world/middle-east/kurdistan-
iraq-prime-minister-abadi-interview-independence-haider-baghdad-kirkuk-patrick-cockburn-a8028201.html. 
629 Robin Mills, ‘A Rocky Road: Kurdish Oil & Independence’ (Iraq Energy Institute, 19 February 2018), 9–10, 
https://iraqenergy.org/2018/02/19/a-rocky-road-kurdish-oil-and-independence/; To check the source of the fig-
ure, see, ‘Iraq’s NOC Vows to Maintain Kirkuk Oil Flows after Ousting Kurds’, S&P Global Platts, 17 October 
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would undermine the KRG’s domestic sovereignty since its oil exports generated 85 percent 

of its revenues and 70 percent of its budget spent on public-sector salaries.630 As Ben Van 

Heuvelen notes, ‘If the federal government controls Fishkhabour and has the ability to turn off 

the pipeline at its discretion, the KRG actually has to work with Baghdad on the budget.’631 To 

avoid this happening, the KRG forces started fighting back and stopped the Iraqi army and 

PMF around the towns of Altun Kupri, only 50 kilometers south of the capital Erbil and Zumar, 

some 50 kilometers northwest of Mosul until a short-term ceasefire was announced on October 

27, 2017.632  

 
It is also remarkable that although the de facto Kurdish state was at risk of losing its 

sovereignty after holding the referendum, KRG oil exports were still constant to Israel and 

Europe. In spite of Baghdad’s threats to traders buying Kurdish oil, KRG’s total exports to 

Israel and Europe were 345.5 kbpd (a thousand barrels per day) in October while the number 

decreased to 269 kbpd in November 2017. This shows that that oil exports and sales can coexist 

with contested sovereignty.633 Moreover, the federal government presented five pre-conditions 

for initiating negotiations with the KRG. First, the KRG should officially declare its nullifica-

tion of the referendum and not just ‘respect’ the court’s result. Second, a Kurdish group of 

delegations to Baghdad would comprise representatives of all five major parties such as KDP, 

PUK, Gorran, Kurdish Islamic Union and Kurdish Islamic Group. Third, the KRG would turn 

over all revenues, including oil sales and customs to Baghdad. Fourth, the KRG would hand 

over control of the Fishkhabour and Ibrahim Khalil border crossings. Fifth, Baghdad would 

not pay the KRG’s debts such as $4 billion to Turkey and $1.5 billion to Rosneft.634 Abiding 

by all these demands would effectively undermine the KRG’s sovereignty because the KRG 

would lose its control over its affairs.  

 
630 ‘After Iraqi Kurdistan’s Thwarted Independence Bid’, 2, fn8. 
631 Cited in Rhys Dubin, ‘Why the Fight for Fishkhabour Is So Important for Iraqi Kurds’, Foreign Policy, 1 
November 2017, https://foreignpolicy.com/2017/11/01/why-the-fight-for-fishkhabour-is-so-important-for-
kurds-iraq-attack-fishkhabur-feyshkhabour/. 
632 ‘Peshmerga Respond to, Push Back Iraqi Militia Attack near Zummar’, Rudaw, 26 October 2017, 
https://www.rudaw.net/english/kurdistan/2510201710; Maher Chmaytelli, ‘Iraqi Forces, Kurdish Peshmerga 
Agree on Ceasefire, Kurdistan Says’, Reuters, 27 October 2017, https://www.reuters.com/article/us-mideast-
crisis-iraq-kurds-ceasefire/iraqi-forces-kurdish-peshmerga-agree-on-ceasefire-kurdistan-says-
idUSKBN1CW1LG. 
633 Mills, ‘A Rocky Road’, 9. 
634 Kamal Chomani, ‘Baghdad Seeks Concessions before Negotiating with Kurds’, Al-Monitor, 15 December 
2017, sec. Editorial, https://www.al-monitor.com/pulse/originals/2017/12/baghdad-erbil-negotiations-iraq-kur-
distan.html. 
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Instead, the Kurds continued to appeal for a ceasefire and return to political negotiations 

on the basis of the constitution. The Kurds refused to give exclusive control of the borders and 

international flights to Baghdad.635 For Kurds ceding exclusive control of the borders, particu-

larly the oil pipeline at Fishkhabour pumping station near the Turkish border and international 

flights would have implied the loss of the KRG’s interdependence sovereignty, which might 

undermine its domestic sovereignty, possibly leading to creeping reintegration in the long-

term. After gradual negotiations to alleviate the tension between Erbil and Baghdad, the federal 

government lifted the embargo over the KRG’s airports in March 2018.636 Furthermore, they 

reached an agreement to resume the Kirkuk oil at a rate of 50,000 to 100,000 bpd through the 

KRG pipeline to the Turkish port of Ceyhan.637 Nevertheless, they failed to reach an agreement 

over the control of the Fishkhabour border and the oil exports.  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 3. Key KRG oil and gas infrastructure. Source: S&P Global, ‘Iraq's NOC vows to maintain Kirkuk oil 
flows after ousting Kurds,’ 2017 

 
635 ‘A Statement from Iraq’s Kurdistan Regional Government’, KRG, 1 November 2017, http://previous.cabi-
net.gov.krd/a/d.aspx?s=040000&l=12&a=55971; Cited in ‘ISHM: November 3 - 9, 2017’, EPIC - Enabling 
Peace in Iraq Center, 9 November 2017, https://enablingpeace.org/ishm137/.See the section on Federal Court 
Ruling, Budget Woes Further Erode KRG Leverage. 
636 ‘After Iraqi Kurdistan’s Thwarted Independence Bid’, 2, fn7. 
637 ‘After Year-Long Halt, Baghdad Resumes Kirkuk Oil Exports through Kurdistan to Turkey’, Kurdistan24, 
16 November 2018, https://www.kurdistan24.net/en/news/e4933350-f33b-40e5-bc6e-8dc4af3693d7. 
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The KRG’s conflict with Baghdad over control of oil and natural gas reserves cannot 

be fully explained by the greed thesis. Despite its territorial and financial loss, the KRG has 

still maintained its independent oil policy. As a matter of fact, the independent oil policy did 

not secure financial gains for the KRG at the time of writing. According to a recent report from 

the Research Department of the Iraqi Parliament, the income of KRG from selling oil through 

the Turkish port of Ceyhan without the knowledge of the central government and outside of 

SOMO from 2014 to 2019 has reached 47.9 trillion ID, around $40.7 billion.638 But during this 

period, the KRG the lost more than 62 trillion dinars, around $52 billion, of its share of Iraq’s 

budget because the KRG continued to sell its oil independently or did not hand over its oil 

exports to the Iraqi government.639 Since 2014, the KRG’s total revenues from direct oil sales 

failed to accommodate for the loss of the federal government transfers. What is puzzling is why 

does the KRG still keep its unliteral oil policy despite of all territorial and financial loss? It 

could be argued, as it has been discussed previously, that the KRG perceives control of vast oil 

and natural gas resources in its region not only as sources of revenue, certainly crucial for the 

survival of the entity, but also as a way to secure and exhibit its sovereignty internationally.  

 
Furthermore, some people in Baghdad and the KR who call for the KRG to hand over 

the entirety of its oil revenue or export to the parent state in order to resolve their conflict.640 

In an interview with the author, Bayan Sami Abdul Rahman warns:  
 
If we do handover the oil to Baghdad, if we were to do it today with the lack of 
trust that there is on both sides, then Kurdistan could starve. There is no trust that 
if we handed everything to Baghdad that Baghdad would provide us what we col-
lect from our oil exports ourselves. Does anyone imagine that if we handed over 
the entire industry from A to Z to Baghdad, that Baghdad would send more money 
to Kurdistan than we get for ourselves? I think that is unrealistic.641 
 

Similarly, Bakir believes that Baghdad will never provide the KRG with its fair share, even if 

the KRG cedes control over all of the oil or its revenue.642 The sovereignty conflict between 

Erbil and Baghdad has historical roots. In an interview with Shwan Zulal, he highlights: 
 

 
638 Muhammad, ‘ ةیداحتلاا ةنزاوملا ىلع اھریثات ىدمو وموس ةكرشراطا جراخ فنلا ریدصت غلابمو تایمكو ناتسدروك میلقا تاقحتسم  

٢٠١٩-٢٠٠٥ ةدملل  [The Dues of the Kurdistan Region and the Quantities and Amounts of Oil Exports Outside the 
Framework of (SOMO) and the Extent of Their Impact on the Federal Budget for the Period (2005-2019)]’. 
639 Ibid., 3–7. 
640 Kamal Chomani, ‘Oil Dispute Reignites Baghdad-Erbil Tensions’, Al-Monitor, 28 May 2019, 
https://www.al-monitor.com/originals/2019/05/iraq-kurdistan-oil-kirkuk.html. 
641 Bayan Sami Abdul Rahman, interview by author, 28 January 2022. 
642 Falah Mustafa Bakir, interview by author, 17 December 2021. 
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But given the history of Iraq and the last successive governments, I mean, you've 
had everything to Baghdad, they will still cut, and then they will have all the con-
trol, and you have nothing. At the moment the KRG has some control. If you hand 
everything to them, then they just give you whatever they think you have.643 
 

As a result, the KRG wants to maintain such a control over its natural resources because 

there would be a significant reduction in the KRG’s control by handing over.644 Likewise, 

Alan Mohtadi, in an interview with the author, points out, ‘It will be the death to any 

form of aspirations of sovereignty in the future,’ if the KRG cedes the total control of the 

oil.645 A Kurdish official clearly points out that Baghdad cares about ‘controlling’ Kurd-

ish oil fields more than about receiving the revenue of 250,000 barrels of Kurdish oil per 

day.646 This implies how control is an important element of sovereignty since each side 

never cedes its sovereignty over natural resources. Therefore, Zulal describes the conflict 

as about two things: ‘control and money.’ He explains that control comes first because, 

‘once you control the money, then you can tell the other side what to do.’647  

 
Some, mostly opposition groups from the KR, have argued that the KRG could 

have a better chance of securing higher revenues by collaborating with the federal gov-

ernment rather than being entwined in conflicts over the control of oil resources.648 The 

argument is that 13% of Iraq’s oil revenue is still more than 100% of the KRG’s oil. 

Therefore, according to them, it would be logical for the KRG to hand over the oil to 

Baghdad. In an interview with Jawdat, for instance, he claims that by handing over the 

oil case to Baghdad, the KRG would secure extra $10 for each barrel of oil because 

Baghdad would sell Kurdish oil based on SOMO’s price. But he warns this process 

should be transparent and monitored based on international standards so that Baghdad 

would not use this tool against the KRG.649 Economically, Mohammed Hussein, in an 

interview with the author, describes this deal, if it happens, as a ‘win-win’ deal for the 

KRG and the parent state. For instance, by allowing SOMO to sell Kurdish oil, the KRG 

 
643 Shwan Zulal, interview by author, 18 November 2021. 
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647 Zulal, interview. 
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or the Oil Revenue?]’ (Drawmedia, 28 March 2021), http://drawmedia.net/page_detail?smart-id=8076; Moham-
med Hussein, ‘The Collateral Damage of the KRI’s Economic Policy’, LSE Middle East, 17 April 2018, 
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 123 

could have increased its oil revenue in 2021 by %18. But this deal could have enormous 

political complications.650 Furthermore, Ali Hama Salih is against the idea to hand over 

the oil policy or the oil fields to Baghdad in exchange for the KRG’s share of the Iraqi 

budget. Although he claims that selling Kurdish oil through SOMO would increase the 

KRG’s oil revenue, such deal is not realistic.651 But Wahab, in an interview with the 

author, notes that a point is misunderstood that the oil and gas industry in the first place 

was not primarily created for economic purpose, but rather primarily for the political 

purpose. He argues in the mind of the Kurdish leadership, ‘oil is a geopolitical asset, a 

political tool first, and perhaps a source of economic revenue, and a pathway to economic 

prosperity, only a second.’652  

4.2 Oil boom era: strengthening sovereignty, 2003-2013 

The oil wealth intensified the KRG domestic sovereignty in the region between 2003 and 2013. 

The KRG received 17 percent of the total Iraqi income while the leadership of two ruling par-

ties also aggressively built an independent petroleum industry to achieve economic self-suffi-

ciency from Baghdad. The KDP and PUK decided to build a unified ministry that would control 

oil and gas resources across the region in 2006. Although they mutually invested in the success 

of the oil sector, the KDP gradually gained its control over the Ministry of Natural Resources. 

In return for the PUK reluctantly conceding, it was offered an even split of oil income.653 Ac-

cess to massive petroleum revenues allowed the KRG’s ruling parties, KDP and PUK, to gain 

public support or regime legitimacy through provision of services and employment across the 

population. By creating an independent oil sector from Baghdad, the KDP and the PUK sought 

to exhibit to their citizens that their regime, not the federal government in Baghdad, had the 

ability to offer them jobs and income and provide financial resources for development.654 

Hawrami repeatedly declared that the region might reach one million barrels of daily produc-

tion by 2015. This would mean that the KRG’s revenues from its independent oil exports ex-

ceed 17 percent of Iraq’s oil revenues.655 In other words, elites from the ruling parties made 

efforts to persuade the local population that they are credible rulers, ‘not only able to kill and 
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654 Ibid., 13. 
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to destroy but to build and invest as well.’656 Since 2008, beyond its the federal budget alloca-

tion, the KRG earned some $40 billion to $45 billion from oil and gas revenues.657 With access 

to the massive oil wealth, the KRG announced generous social welfare programs such as social 

benefits, business, agricultural, housing and marriage mortgages, subsidized energy and health 

care and scholarships for studying abroad. Thus, the poverty rate reached 3.5 percent in the 

Kurdistan Region in 2012 compared to 33.6 percent in the South and 12 percent in Baghdad.658 

The oil boom between 2003 and 2013 motivated many Kurds who had previously emigrated 

to return to the region.659  

 
Also, the KDP and PUK relied heavily on oil revenues to employ plenty of people in 

the public sector to purchase legitimacy in the eyes of the population. As Rebeen Fatah, an 

Erbil-based journalist, notes, ‘Payroll has been the primary mechanism through which the rul-

ing elite in the Kurdish region bought off people’s loyalties.’660 In other words, ruling parties 

allocated public employment jobs to clients in exchange for their political support and vote 

during election times.661 Therefore, the share of public sector employment increased from 42.4 

percent in 2007 to 44.3 percent in 2012.  Thus, the KRG added approximately 31,900 jobs per 

year in the public sector between 2007 and 2012 (See Table 1). The KRG provided plenty of 

benefits to employees of the public sector such as receiving health care, paid vacation, a full 

year of paid maternity leave, numerous holidays and a generous pension scheme. Therefore, 

people preferred to work in the public sector rather than in the uncertainties of the private 

sector.662 Employment in the public sector has relied heavily on party affiliations such as ap-

proval letters from the party headquarters of the KDP and PUK. Hence, the two ruling parties 

monopolized public employment in the region to maintain regime legitimacy, a crucial element 

of domestic sovereignty.663 The oil wealth also allowed the two political parties to finance and 
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recruit their own militias.664 It is worth noting that the region had defects in several aspects 

during the oil boom era. Since the KRG could afford to support its massive unproductive bu-

reaucracy, none of large number of public employees and generous social welfare programs 

seemed to matter. As David Romano correctly points out, ‘Whatever the shortcomings or mis-

deeds of the ruling parties, the provision of increasing patronage to the people assured political 

support.’665 In other words, the oil wealth allowed the ruling parties to consolidate their power 

in the region.  

 
Table 1. KRG: public sector employment and growth 

Source: Author, based on World Bank, ‘Kurdistan Region of Iraq: Reforming the Economy for Shared Prosperity 
and Protecting the Vulnerable’ (Washington, D.C: World Bank, 2016), 6. 

 
The leadership of the ruling parties in local elections also used the development of the 

KRG’s oil sector as a significant political and economic achievement to win public support. In 

the election of 2009, a KDP-PUK joint campaign poster displayed the slogan, ‘We will make 

oil to be a beacon of happiness,’ with a background picture of Iraqi President Jalal Talabani 

and KRG President Masoud Barzani who gripped the gold-painted wheel on the faux pipe-

line.666 In the 2013 election, the KDP through its TV campaign broadcast announced that ‘With 

our partners in the government, we [KDP] regularly reduced the domestic oil price, to 500 Iraqi 

Dinar per liter, provided full electricity and built an oil pipeline for furthering independent 

economy.’ The KDP even declared its new oil plan for citizens in the region that ‘We will take 

a proposal to parliament that citizens of Kurdistan Region directly participate in the profit of 

oil revenue through establishment of the Kurdistan Exploration and Production Company 

(KEPCO). Citizens will have a direct share from the profit of KEPCO.’667 Ashti Hawrami 

added a further point that each family would receive about $1,200 once the KRG’s oil produc-

tion targeted one million bpd in 2015.668 In other words, the KRG’s ruling parties attempted to 

exhibit to their citizens that people are in a more advantageous position than the metropolitan 

state since they could enjoy the benefits of the oil income in various ways. To both political 
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Year  2007 2012 2014 
KRG’s share of employment  42.4% 44.3% 53% 
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parties, the petroleum industry became a primary source of employment. They monopolized 

the sector through providing security and service employment to party-affiliated businesses. 

Their security agencies investigated the oil sector’s employees to guarantee that party members 

and associates get jobs and take advantages of the sector.669 This enabled the two ruling parties 

to some extent to gain the loyalty of the population.  

 
The KRG desired to display its earned sovereignty to the international community 

through its economic viability on the basis of its independent oil sector’s development. It is 

important to note that legitimacy is so closely tied to how a de facto state is accepted both by 

the international community and by its population. The Kurdish leadership attempted to legit-

imize the KRG’s precarious existence as well as to achieve international recognition based on 

its earned sovereignty by meeting perceived international standards of statehood. Therefore, 

the Kurdish leadership desired to attract foreign states and actors based on its earned sover-

eignty by portraying the Kurdistan Region not only as a prosperous, stable and democratic 

region, but also a major business and economic hub in the Middle East. American political and 

military officials as well as many foreign observers have noticed the KRG’s earned sover-

eignty. As Lieutenant Dennis Chapman of the U.S. National Army Guard, who published a 

report on Kurdistan’s security sector, states:  
 
The Peshmerga and their colleagues in the other Kurdish security services have 
successfully established security in the Kurdistan Region, clearly the safest and 
most stable region of the country. The Kurds are justifiably proud of the fact that 
not a single American soldier has been killed due to enemy action in the Kurdistan 
Region since 2003. What’s more, they have done what few governments in the 
Middle East have been able to do: They have helped to create a polity capable of 
conducting free elections and that, with certain important exceptions, protects the 
rights and security of its citizens.670 
 

Furthermore, the Kurdish officials intended to emphasize the entity’s earned sovereignty 

through its remarkable achievements in the aspect of state-building and democratization. The 

KRG has invested in abundant campaigns to convey a message to global audience that the 

Kurdistan Region is ‘The Other Iraq’ or a ‘second Dubai.’671 Barham Salih, a former Prime 

 
669 Zmkan and Skelton, ‘Assessing Iraqi Kurdistan’s Stability’, 13. 
670 Chapman Dennis P, ‘Security Forces of the Kurdistan Regional Government’ (Carlisle Barracks, Pennsylva-
nia: U.S. Army War College, 2009), 5–6. 
671 ‘Chapter Two: The Kurds Relationship with the West’, Kurdistan: The Other Iraq, 2006, http://www.theo-
theriraq.com/images/chapter2.pdf; Matan Chorev, ‘Iraqi Kurdistan: The Internal Dynamics and Statecraft of a 
Semistate’, Al Nakhlah, 2007, 8, https://www.academia.edu/2612857/Iraqi_Kurdistan_The_Internal_Dynam-
ics_and_Statecraft_of_a_Semistate_1. 
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Minister of the KRG and a former Deputy Prime Minister of the Interim Iraqi Government, 

published an article entitled, ‘A Kurdish Model for Iraq,’ in which he argues that the KRG can 

be a source of democratic experiment for Iraq.672 Likewise, Masoud Barzani notes that ‘The 

democratic experiment in Iraqi Kurdistan is ideal and without defects. However, when we com-

pare it with what exists around us and in Iraq itself, I think that it was a unique experience and 

can be applied in all Iraq.’673 

 
Ranking seven MENA countries of Saudi Ariba, Jordan, Iran, UAE, KRG, Turkey and 

Iraq, the KRG ranked first while Iraq ranked fifth in the Economist Intelligence Unit’s (EIU) 

political and civil freedoms index. Regarding contributions to local and regional security, the 

KRG is more stable than its parent state. The KRG ranked 83th out of 181 countries on the 

EIU’s security and political stability index, ahead of Iraq, which ranked 177th.674 Moreover, 

the KRG’s fight against ISIS after 2014 contributed to regional stability.675 The KRG even 

showed that it intends to contribute to energy security in the region. For instance, the KRG 

desires to export gas and electricity to the rest of Iraq to reduce Iraq’s reliance on Iran. KRG 

Prime Minister Masrour Barzani declares, ‘We hope to become a regional hub for gas produc-

tion and storage with plans to export to other parts of Iraq and beyond. We are now exporting 

electricity to other parts of Iraq.’676 This also shows the KRG’s success in energy sector to the 

international community. Moreover, majority interviewees believe that the Kurdish agency 

was successful in building the oil and gas industry from scratch. 

 
In addition to democratization and contributions to local and regional security, the KRG 

integrated the control over hydrocarbon resources into economic viability as a crucial compo-

nent of earned sovereignty. The Kurdish leadership sought to change perception of the Kurdi-

stan Region internationally, particularly in terms of oil issues. As Vladimir Kolosov and John 

 
672 Barham Salih, ‘A Kurdish Model for Iraq’, The Washington Post, 9 December 2002, https://www.washing-
tonpost.com/archive/opinions/2002/12/09/a-kurdish-model-for-iraq/eead162a-3f56-45d6-9045-432046f2cb61/. 
673 Cited in Voller, The Kurdish Liberation Movement in Iraq, 87; See Barzani, ‘Kurdistan Is a Model for Iraq’, 
12 November 2008. 
674 ‘Benchmarking the Kurdistan Region’ (The Economist Intelligence Unit, May 2014), 17, 
https://en.calameo.com/books/0003488705c1e4c15ff08. According to the EIU’s index in 2014, the Kurdish de 
facto state scores better than the rest of Iraq or other recognized states on the issues of security, corruption, 
peace, political and business environment, quality of life and human development . 
675 See Voller, The Kurdish Liberation Movement in Iraq. 
676 Cited in Dania Saadi, ‘Iraq Could Limit Dependence on Iranian Energy Imports with Kurdish Gas: US Offi-
cial’, S&P Global Platts, 23 November 2020, https://webcache.googleusercontent.com/search?q=cache:3siIo-
hivDikJ:https://www.spglobal.com/platts/en/market-insights/latest-news/natural-gas/112320-iraq-could-limit-
dependence-on-iranian-energy-imports-with-kurdish-gas-us-official+&cd=1&hl=en&ct=clnk&gl=iq. The KRG 
still suffers from electric power deficiency. 
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O’Loughlin note that de facto states are often viewed as ‘criminal or quasi-criminal organiza-

tions’ whose economies are associated with smuggling or illicit activities.677 The negative im-

age of the KRG in its early stages existed as the AFP (Agence France-Presse) published an 

article in 1991 entitled, ‘Turkish Truckers Smuggling Oil Across Kurdistan.’678  

 
Nevertheless, the Kurdish leadership strived to change the negative perceptions of in-

fighting between the local warlords over revenues mostly generated by petroleum smuggling 

during the mid-1990s to state builders of the early 2000s whose ability to build an independent 

petroleum industry to achieve financial self-sufficiency from Baghdad. As a panellist from a 

roundtable discussion at the American University of Iraq-Sulaimani points out ‘Hawrami is not 

only in the business of building an [oil] industry, but in nation building too.’679 The KRG also 

made efforts to establish legitimacy in the eyes of the international community through the 

creation of the Kurdistan Oil Trust Organization (KOTO), the Kurdistan National Oil Company 

(KNOC), the Kurdistan Exploration and Production Company (KEPCO), the Kurdistan Organ-

ization for Downstream Operations (KODO), the Kurdistan Oil Marketing Organization 

(KOMO) and by including guidelines for hiring local labour in PSAs with IOCs.680 In other 

words, establishing such institutions reveal the KRG’s ability to administer its affairs freely. 

The Kurdish leadership also aspires to demonstrate that the KRG’s control over its oil resources 

contributes to economic development not only in the Kurdistan Region, but also in Iraq. As 

Salih puts it diplomatically:  
 
With the production of oil increasing in Kurdistan we eye the opportunity in the 
next few years for Kurdistan to become the KRG today from an oil point of view 
to become a net contributor to the Iraqi budget. I think the success in Kurdistan 
should be celebrated, recognized by these colleagues of mine in Baghdad. At the 
end of the day every barrel of oil produced in Kurdistan is added to the Iraqi treas-
ury.681 
 

Furthermore, the KRG provided relatively lucrative oil contracts to the IOCs to invest in the 

petroleum sector of the region. Thus, the IOCs had committed to multi-billion-dollar 

 
677 Kolossov and O’Loughlin, ‘Pseudo‐States as Harbingers of a New Geopolitics’, 152. 
678 ‘Turkish Truckers Smuggling Oil Across Kurdistan’, AFP, 13 December 1991. 
679 Cited in Bilal Wahab, ‘Iraq and KRG Energy Policies: Actors, Challenges and Opportunities’ (AUIS: The 
Institute of Regional and International Studies, May 2014), 30–31, https://auis.edu.krd/sites/default/files/Waha-
bIRISReport.pdf. 
680 These institutions remain largely inoperative. See ‘Kurdistan Oil and Gas Law’ (KRG, 6 August 2007), 
http://gjpi.org/wp-content/uploads/2009/04/oil-and-gas-070708090735.pdf; ‘LOCAL CONTENT’, MNR, 25 
August 2013, http://mnr.krg.org/index.php/en/the-ministry/local-content. 
681 Ben Lando, ‘Q&A: Barham Salih’, Iraq Oil Report, 25 November 2011, https://www.iraqoilreport.com/poli-
tics/qa-barham-salih-6720/. 
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investments in the energy sector.682 The presence of IOCs in the region helped the KRG to 

increase its international legitimacy.  

 
The KRG linked the strategy of using earned sovereignty with the strategy of attracting 

great-power support by providing relatively lucrative oil contracts to the IOCs.683 The KRG’s 

aspiration to attract major companies, particularly companies associated with major powers, 

had a political dimension in addition to an economic dimension. Caspersen argues that the 

outbreak of renewed warfare, mostly with the metropolitan states, is very likely in almost all 

de facto states. Such a view was also dominant in the thinking of the Kurdish leadership.684 

Therefore, having ‘friends in high places’ not only ensured the future survival of the Kurdish 

de facto state against any threat from its parent state or neighbouring states, but also provided 

support for possible secession.685 Thus, the KRG has used the oil and gas resources as an in-

strument to obtain support from great powers. By 2013, there were 50 international oil compa-

nies from 17 countries operating in the region.686 As Sarbaz Hawrami, a former senior advisor 

to the KRG Prime Minister, highlights the prominence of the presence of international energy 

companies and claims that ‘The most important point is that the interests of the Region will be 

linked with the interests of those companies and their governments.’687 In other words, IOCs 

by influencing their own governments will secure the Kurdistan Region to protect their own 

interests in the region (see chapter 5 for more on oil diplomacy). 

 
To Kurds, oil is associated to their national identity. Alessandro Tinti claims, ‘The oil 

dream influenced the reproduction of Kurdish collective identity itself by re-negotiating be-

longing to the national community and re-territorialising ethno-national claims to sover-

eignty.’688 The KRG exercised its sovereign land right like a landowner by dealing directly 

 
682 ‘Wazir Altharawat Altabyeit: Tahdidat Baghdad Lilsharikat Alnaftiat Tusi’ Lisumeat Aleiraq Fi Alkharij 
(Minister of Natural Resources: Baghdad’s Threats to Oil Companies Harm Iraq’s Reputation Abroad)’, KRG, 7 
February 2013, http://previous.cabinet.gov.krd/a/d.aspx?l=14&a=46560. 
683 In terms of PSAs, Wahab declares that the KRG’s policymakers have no any objection that ‘IOCs, for exam-
ple, still make, even by regional standards, a lot more money than the peers make in other in other countries.’ 
Wahab, interview. 
684 Caspersen, ‘Degrees of Legitimacy’, 187. 
685 Caspersen, ‘The Pursuit of International Recognition after Kosovo’, 398. 
686 ‘Wazir Altharawat Altabyeit’. 
687 Cited in Hemin R. Akram Akreyi, ‘The Iraqi Kurdistan in the Post-Saddam Era: Security, Natural Resources 
and Foreign Policy Activism’, Iran and the Caucasus, 21, no. 1 (15 March 2017): 93, https://brill.com/view/jour-
nals/ic/21/1/article-p92_9.xml?language=en. 
688 Alessandro Tinti, Oil and National Identity in the Kurdistan Region of Iraq: Conflicts at the Frontier of 
Petro-Capitalism, Routledge Studies of the Extractive Industries (Abingdon, Oxon ; New York: Routledge, 
2021), 106. 
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with PSCs from IOCs. The Kurdish leadership wants to be perceived as leaders of a sovereign 

state by controlling natural resources, particularly oil.689 Furthermore, oil, which was formerly 

associated with oppression, represents redemption. Oil as symbol of oppression has been ap-

parent for several decades.690 According to the KRG’s 2007 Oil and Gas Law, cash dividends 

are expressly tied to the suffering of ‘the many Kurdistanis whose lives were unjustly damaged 

as a result of the genocide, war and terrorism of the Saddam regime.’691 Massoud Barzani also 

mentioned on several occasions that Saddam Hussein’s government used oil revenues to fi-

nance the military campaigns against Kurds. Rather than just a promise of future prosperity, 

oil wealth is imagined in terms of restoring rights that have been violated. Thus, PM Nechirvan 

Barzani once more promoted the idea of giving each family in Kurdistan a monthly check for 

between $500 and $1,000 during the 2013 parliamentary election campaign. This proposal 

links the narrative of national redemption to the abundance of oil and gas resources.692   

4.3 Oil bust era: weakening sovereignty, 2014-2019 

A sharp drop in oil prices challenged the KRG’s domestic sovereignty between 2014 and 2019. 

Oil accounted for 85 percent of the KRG’s revenue prior to the crisis in 2014.693 Thus, the 

KRG’s budget share was around $12 billion in 2013, which was allocated to government em-

ployee salaries, capital expenditures and other investments in sectors of health and educa-

tion.694 The KRG’s robust GDP growth was at a rate of 8% and its total GDP valued at $26.5 

billion in 2013 (See Figure 4).695 Therefore, the KRG experienced a significant increase in 

GDP per capita from approximately $800 in 2002 to around $7000 in 2013 (See Figure 5).696 

It is estimated that 70% of KRG revenue, around $750 million per month, was allocated to 

cover the salaries of nearly 1.4 million employees.697 Thus, the KRG’s expenditures reached 

to around 90 percent of GDP in 2013.698 Such a rate of expenditures, including a high number 

 
689 Ibid., 93. 
690 Ibid., 6,106. 
691 Cited in ibid., 106. 
692 Ibid. 
693 ‘Kurdistan Region of Iraq’, 2016, x. 
694 Ibid., 2. 
695 ‘Kurdistan Review. Forging Ties Globally’, Invest in Group, June 2016, 41, https://us.gov.krd/me-
dia/1470/kurdistan-review-2016-se.pdf. 
696 Ibid. 
697 Dmitry Zhdannikov, ‘Exclusive - How Kurdistan Bypassed Baghdad and Sold Oil on Global Markets’, Reu-
ters, 17 November 2015, https://uk.reuters.com/article/uk-iraq-kurdistan-oil-idUKKCN0T61HL20151117; ‘Af-
ter Iraqi Kurdistan’s Thwarted Independence Bid’, 2, fn8. 
698 ‘Kurdistan Region of Iraq’, 2016, 11. 
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of public employees and generous social programs, was sustainable with oil at $100, but it was 

not at under $50 a barrel. The volatility in the prices of crude oil can affect the revenue of the 

oil sector, the main source of the government’s income. Hence, the reliance of public expend-

itures on oil created a highly volatile economy.  

 
 

 

 

 

 

 

 

 

 

 
The cost of war on ISIS and the influx of 1.8 million internally displaced people in-

cluding a sharp drop in the oil price (around 50%) in 2014 largely led to a financial crisis, 

contributing to social and political unrest and economic disruption in the Kurdistan Region.699 

Meantime, the KRG’s share from the federal budget was reduced from $12 billion in 2013 to 

$1.1 billion in 2014 due to its independent oil policy (See Table 2).700 Thus, economic growth 

dropped from 8% in 2013 to 3% in 2014.701 As a result, the financial crisis has left the KRG’s 

government unable to pay its workers and capital investments and contractors for their overdue 

invoices. To reduce public expenditures, the KRG commenced austerity measures by slashing 

government payrolls, services and programs, delaying several months of salaries and borrow-

ing local and foreign loans.702  

 
Table 2. KRG’s share from the federal budget             

Source: Author, based on World Bank, ‘Kurdistan Region of Iraq: Reforming the Economy for Shared Prosperity 
and Protecting the Vulnerable’ (Washington, D.C: World Bank, 2016), 2. 

 
699 Sumer and Joseph, ‘Compatibility of the Kurdistan Region of Iraq’s Institutions’, 38–39. 
700 ‘Kurdistan Region of Iraq’, 2016, 2. 
701 Sibel Kulaksiz, ‘Kurdistan Regional Government: Economic and Social Impact Assessment of the Syrian 
Conflict and ISIS Insurgency’ (Washington, D.C: World Bank, 2015), 2, 
https://openknowledge.worldbank.org/handle/10986/21628. 
702 See ‘Kurdistan Region of Iraq’, 2016. 

Year  2013 2014 

KRG’s share from the federal budget $12 billion $1.1 billion 

Figure 4. GDP growth. Source: Invest in Group, ‘Kurdistan Re-
view. Forging Ties Globally,’ 2016, 41. 

 

Figure 5. GDP per capita growth. Source: Ibid., 
41 
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Consequently, the public expressed their frustration and anger towards the post-2013 

economic crisis and the constant austerity measures and increasingly questioned their leaders’ 

economic and political management. This challenged KRG’s regime legitimacy as well as its 

domestic sovereignty since it is more closely associated with the regime legitimacy as it pays 

attention to the effective government instead of the nature of the power. From 2014 to 2018, a 

series of protests, teachers’ strikes and popular unrest took place across the region, mainly in 

the Sulaimaniy province, against the government’s failure to pay the public employee’s sala-

ries, to combat corruption predominantly in the oil sector and to deliver basic services and 

economic opportunities.703 For instance, a protester asserts, ‘This government has lost its legit-

imacy. They must make way for other people.’704 Another protester remarks that ‘The sit-in 

was only for three days, but we extended for nine days. There are other new ways … We will 

not end the strike because these officials [in government] have been lying to us for three years. 

They are all liars.’705 In other words, people lost confidence in the Kurdish government and 

considered it incapable of meeting their needs. In the absence of international recognition, low 

confidence in regime legitimacy is more problematic in the Kurdish de facto state than in its 

parent state, Iraq. 

 
The corruption and mismanagement of Kurdish resources by the two ruling parties un-

dermined people’s trust in regime legitimacy. Though Baghdad is responsible for withholding 

the KRG’s budget and causing financial difficulties, the financial crisis is also due to decades 

of corruption and mismanagement of resources by the two ruling parties. There are Kurds who 

have supported such attempts that the KRG should give up its control or sovereignty over its 

natural resources to the federal government in exchange for the Kurdistan Region’s share of 

budget or salaries.706 Salary delays and cuts pushed some public employees to the extent of 

 
703 See Mariya Petkova, ‘Why Are Iraqi Kurds Not Taking Part in Protests?’, Al Jazeera, 11 November 2019, 
https://www.aljazeera.com/news/2019/11/11/why-are-iraqi-kurds-not-taking-part-in-protests; Nassir al-Has-
soun, ‘Iraqi Kurdistan Economy Suffers amid Budget Dispute with Baghdad’, Al-Monitor, 16 May 2014, sec. 
Editorial, https://www.al-monitor.com/pulse/business/2014/05/iraq-kurdistan-region-budget-dispute-economic-
effects.html. 
704 Cited in ‘Protests Intensify in Iraqi Kurdistan amid Economic Crisis’, Reuters, 9 February 2016, 
https://www.reuters.com/article/us-mideast-crisis-iraq-protests-idUSKCN0VI11X. 
705 Cited in ‘Protests Continue against Austerity Measures in Parts of Iraqi Kurdistan’, Ekurd Daily, 3 April 
2018, https://ekurd.net/protests-austerity-iraqi-kurdistan-2018-04-03. 
706 ‘ ؟نایتÐواھۆب ەوھت¼ڕھگەد یھک ناکەوارکتوھکھشاپ ھچوم  [When Will the Salary-Saving System Be Paid Back to Citi-
zens?]’, NRT, 15 February 2020, https://nrttv.com/media-Barname-detail.aspx?pid=2319&CatID=3; ‘ کھییتÐواھ : 

نھکەدراک نایۆخۆب اھنھت و نایناپمۆک وود کەو تÐھسەد یھکھبزح وود  [A Citizen: The Two Ruling Parties as Two Companies 
Work for Themselves]’, NRT, 16 November 2020, https://nrttv.com/media-show-ep.aspx?CatID=3; ‘ یھچووم  

ادغھب رھس ھت¼رخەد م¼رھھ ینارھبنامرھف  [The Salary of Region’s Employees Will Be Added to Baghdad]’, Xelk Media, 
12 June 2020, https://xelk.org/230362/. 
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asking the federal government to directly pay their salaries.707 This is not only a sign of hope-

lessness towards an unsuccessful government, but also may undermine the KRG’s Westphalian 

sovereignty by involving Iraq, considered as an external actor, in Kurdish domestic affairs. 

Fazil Mirani, the Secretary of the Political Bureau of the KDP, warns the public that the KRG 

conflict with the federal government is bigger than just the issue of salaries, and the focus 

should not just be on salaries. The conflict of soil and nation should be prioritized.708 But it is 

too risky for Kurdish leadership to preserve the control of oil resources at the expense of the 

local population. With little support from the local population for the oil and gas industry, the 

KRG would face challenges and pressures not only externally, but also internally. The question 

is whether independent oil policy is worth it.  

 
Since the KRG fails to pay public sectors’ salaries regularly, except for the security 

forces, and deliver public goods, it has relied on coercion and violence through disbursement 

of oil revenues to ensure domestic cohesion.709 Lama Fakih, a former deputy Middle East di-

rector at Human Rights Watch, points out that ‘The KRG forces’ heavy-handed tactics in re-

sponding to peaceful protests seem intended to silence criticism despite the official narrative 

of respect for free speech and assembly. It is a sign of oppression when authorities try to force 

people to sign away their basic rights to protest.’710 Relying on coercion to ensure domestic 

unity not only further undermines internal legitimacy in the region, but also the authorities’ 

claim to earned sovereignty, at least theoretically. The coercive apparatus as well as the eco-

nomic crisis and constant austerity measures created a widespread apathy among the local pop-

ulation and emigration. As a result, thousands of Kurds annually flee to Europe through illegal 

ways. Harsh weather, the sea, or smugglers themselves killed hundreds along the route.711 A 

high number of immigrants is a source of weakness in Kurdish domestic sovereignty.  

 
Though the KRG declared to rely on fiscal adjustment, austerity measures, and struc-

tural reform to bolster its domestic sovereignty in the post-2014 economic crisis, it has 

 
707 Dana Taib Menmy, ‘Independence for Iraq’s Kurdish Region Has Proved a Costly Mistake’, Middle East 
Eye, 7 August 2020, http://www.middleeasteye.net/opinion/should-iraqs-kurdish-region-return-arms-baghdad. 
708 ‘ ەرتەروھگ ھچوم ھل ادغھب ڵھگھل دروک یھش¼ک :یناریم ڵزاف  [Fazil Mirani: The KRG Conflict with Baghdad Is Bigger 
than Just the Issue of Salaries]’, NRT, 2 February 2021, 
https://www.nrttv.com/News.aspx?id=39888&MapID=1. 
709 The KRG cut the Peshmerga salaries later. See Rawaz Tahir and Mohammed Hussein, ‘KRG Forced into 
Dire Measures, Trimming Peshmerga Salaries’, Iraq Oil Report, 21 December 2017, https://www.iraqoilre-
port.com/news/krg-forced-dire-measures-trimming-peshmerga-salaries-26975/. 
710 Cited in ‘Kurdistan Region of Iraq: Protesters Beaten, Journalists Detained’, Human Rights Watch, 15 April 
2018, https://www.hrw.org/news/2018/04/15/kurdistan-region-iraq-protesters-beaten-journalists-detained. 
711 Petkova, ‘Why Do Kurds Continue to Flee Iraq’s Kurdish Region?’ 
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predominantly focused on the unsuitable austerity policy to solve the financial crisis. The gov-

ernment with respect to the fiscal adjustment slashed salaries of government employees by 75 

percent for high-ranking officials and by10-20 percent for other employees and postponed in-

vestment projects.712 Electricity, fuel, water supply, and agricultural subsidies were also cut 

off. The non-salary operating expenses declined more than 50 percent. As a result, the fiscal 

deficit measured on a cash basis, declined from $6.6 billion in 2014 to about $1.3 billion in 

2016.713  

 
Nevertheless, although cutting salaries of employees is considered as a deferred pay-

ment and a short-term measure, the KRG relies on it still to counter the financial crisis. Con-

cerning structural reform, it pays attention to five areas: (a) institutional modernization of the 

ministry of economy and finance; (b) biometric registration; (c) electricity sector reform; (d) 

enhanced government transparency and citizen engagement; and (e) development of a social 

protection strategy.714 For instance, the KRG introduced the biometric registration in 2016 that 

recorded 1,255,273 employees of which 752,959 (60%) are active civil servants and 502,364 

(40%) are pensioners, martyrs and socials.715 Thus, the biometric system has identified double 

or more payment from the government and 55 thousand as ghost employees.716 Therefore, pay-

ment for salaries, pensions, and stipends declined from $750 million monthly to $450 mil-

lion.717 However, the KRG is reluctant to fully implement the structural reform in the five 

areas. For instance, the biometric system has three stages, but the first stage was only finalized 

in 2019 and the other two stages have not commenced yet.718 Relying on the oil sector and 

slashing and withholding salaries have clearly negative long-term economic consequences in 

the region. As a result, the KRG’s debts and financial commitments are estimated to be about 

 
712 ‘Economic Reform Implementation Progress: Reform Achievements And Next Steps’ (KRG and WB, July 
2107), xi, http://www.mop.gov.krd/resources/MoP%20Files/PDF%20Files/ECONOMIC%20REFORM%20IM-
PLEMENTATION%20REPORT.pdf. 
713 Ibid., xi–xii. 
714 ‘Deputy Prime Minister Outlines KRG’s Reform Initiatives’, KRG, 7 December 2016, http://po-
land.gov.krd/krg-foreign-minister-addresses-kurdistan-iraq-oil-gas-conference-in-london/. 
 715 ‘ م¼رھھ ینارۆخھچوم یەرامژ  [Number of Employees in Region]’, Drawmedia, 27 May 2020, http://drawme-
dia.net/page_detail?smart-id=5991. 
716 Shwan Barzinji, ‘ یمھەو یرۆخھچووم نارازھھ ینووبارکشائ یەرابھل یرایناز  [Information on Revealing Thousands of 
Non-Existing Employees]’, Basnews, 13 March 2018, https://www.basnews.com/so/babat/422147. 
717 ‘Economic Reform Implementation Progress’, xi. 
718 ‘ ەوھندرك¼جھب¼ج یراوب ھت¼چەد یرتھمۆیاب یرامۆت یمھی¼س و مەوود یغانۆق  [The Second and Third Stages of Biometric Reg-
istration Will Be Implemented]’, Awene, 7 July 2020, http://www.awene.com/detail?article=29831. 
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$28.4 billion (Table 3). Contrary to conventional wisdom, the KRG’s debt is about $8 billion 

and the rest, $20 billion, is financial commitments.719 

 
Table 3. Debts and financial commitments 

Source: Author, based on Rudaw, ‘Kurdistan Region PM Masrour Barzani Addresses Parliament,’ 2020. 

4.3.1 Corruption and lack of transparency in the oil and gas industry: the challenge to 
the KRG’s sovereignty 

Corruption and lack of transparency in the oil and gas industry have gradually questioned and 

challenged KRG’s domestic sovereignty. Since corruption has a profound effect on the entity’s 

ability to function properly, it is a crucial element of KRG’s domestic sovereignty. Hama Salih 

describes corruption in the sector as an ‘organised corruption.’720 Although corruption has ex-

isted since the creation of the Kurdish de facto state in 1991, non-transparency, nepotism, and 

abuse-of-power attracted more public attention since the discovery and exploitation of large oil 

reserves.721 Nawshirwan Mustafa, former Deputy Secretary of PUK, established the Movement 

for Change (Gorran) in 2009, which played a key role in combating corruption in the oil sector. 

As Mustafa writes in an article entitled ‘The Oil Dispute between the Coalition Government 

and the Regional Government’ and claims:  
 
The Kurds should not renunciate their rights under any internal or internal pressure, 
the right to self-ownership of Kurdistan's natural resources, including oil, gas and 
water, but the biggest danger to these contracts [PSAs] is that they were made in 
darkness and in closed rooms without the knowledge of the people of Kurdistan. 
In order for the regional government to be strong on this side against the central 
government, it must be supported by the people. In order to gain the support of the 
people, all of its steps must be under the spotlight.722 
 

 
719 ‘Kurdistan Region PM Masrour Barzani Addresses Parliament’, Rudaw, 10 May 2020, 
https://www.rudaw.net/english/kurdistan/051020201. 
720 Salih, interview. 
721 Michael Rubin, ‘The Continuing Problem of KRG Corruption’, in Routledge Handbook on the Kurds, ed. 
Michael M. Gunter, 1st ed. (London: Routledge, 2018), 329, https://doi.org/10.4324/9781315627427-25. 
722 Cited in ‘Goran Movement: Oil Contracts Have Been Signed in Darkness [  توھن یناكھتسھب¼رگ :ناڕۆگ یەوھنتوزب

نوارك ادیكیرات ھل ]’, Drawmedia, 16 February 2022, https://www.facebook.com/drawme-
dia/posts/1147320449430270. 

Topic In USD Billion  
Total of foreign and local loans 7.256 
The total of financial commitments 8.337 
The total of financial commitment related to withholding financial entitlements to public 
sector employees and pensioners 

8.966 

Topic of both banks Trade Bank of Iraq (TBI) and International Bank of Kurdistan (KIB) 3.916  
Total 28.4 
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Gorran has also increased general public awareness of corruption in the sector. Due to a policy 

of secrecy in the oil sector, the public and the Kurdistan Parliament initially either know noth-

ing or know very little about production sharing agreements, sign-on bonuses, fees, royalties, 

other payments between the MNR and IOCs, the transfer of oil revenues from international oil 

trade companies to government accounts and how such revenues are collected and spent. The 

MNR claimed to be transparent in the oil sector. Oil revenues were to be subject to ‘regular 

independent audit, which shall be available for public viewing … consistent with the Principles 

and Criteria of the Extractive Industries Transparency Initiative (EITI).’723 Since the MNR 

failed to satisfy EITI to provide the KRG a report of its own, it announced the creating of its 

‘full and uncensored’ report based on the guiding principles of EITI in 2013.724 Absurdly, 

Deloitte, a foreign audit and consulting firm, published its first report on Kurdistan Region’s 

oil production, sales, and revenues only five years later. In the absence of the EITI’s reports, 

the MNR occasionally published reports on production, refining, trucking, sales, and revenues, 

but ceased such reports after a while. While the ministry is declared to be transparent, it re-

vealed key oil developments yearly in The Oil and Gas Year, but a copy costs $225.725  

 
Additionally, the KRG’s parliament did not know the fate of oil revenues. As Sherko 

Jawdat, a member of the Iraqi Kurdistan Parliament and a former head of the Committee on 

Natural Resources in the Kurdistan Parliament notes, ‘We don’t know how much was with-

drawn from the money accumulated in Halkbank [a Turkish state-owned bank that holds the 

deposits of the Kurdish oil revenue] we don’t know how much interest rate the money yielded 

as well.’726 The public, local media and even many members of parliament know about mis-

management, corruption and lack of transparency in the oil industry mostly from foreign media 

such as Reuters, Bloomberg, Financial Times, Oilprice and S&P Global.727 The KRG Minister 

of Finance was supposed to know all information about the oil sales instead of the MNR. As 

Luay al-Khatteeb, a former adviser to the Iraqi government on energy policy, notes that ‘The 

 
723 See. Chapter Six. ‘Kurdistan Oil and Gas Law’. 
724 ‘The EITI Oil Transparency Report That Inexplicably Disappeared: KRG Statement’, KRG, 6 April 2013, 
https://ekurd.net/mismas/articles/misc2013/4/state6976.htm. 
725 Patrick Osgood, ‘Selective Transparency: Things You Can’t See About KRG Oil’, LSE, Middle East Centre 
(blog), 25 April 2018, https://blogs.lse.ac.uk/mec/2018/04/25/selective-transparency-things-you-cant-see-about-
krg-oil/. 
726 Cited in ‘Sales of Kurdish Oil Point to Beneficiaries Close to Erdoğan’, Today’s Zaman, 5 April 2015, 
http://www.iraqdirectory.com/en/2015/04/05/29533/sales-of-kurdish-oil-point-to-beneficiaries-close-to-
erdo%C4%9Fan.aspx. 
727 Bloomberg reveals a corruption case. See Jack Farchy and Javier Blas, ‘Rosneft Paid Mystery Consultant 
$250 Million in Iraq Oil Deal’, Bloomberg, 2 March 2020, https://www.bloomberg.com/news/articles/2020-03-
02/rosneft-paid-mystery-consultant-250-million-in-iraq-oil-deal. 
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[Kurdish government’s] own financial ministry had no clue what the status of oil and gas in 

the region was.’728 The KRG had about 16 bank accounts in which to deposit its oil sales in 

2015. The KRG Minister of Finance had access only to one account, Turkish Halkbank while 

the MNR and Prime Minister Nechirvan Barzani controlled all the remaining bank accounts.729 

This undermines the institutional legitimacy in the region and shows how weak the Minister of 

Finance is.  

 
Corruption in the oil sector contributes to widespread public belief that government 

officials sought to maximize their own personal welfare at the expense of the society instead 

of combating corruption. Some Kurdish politicians believe that corruption in the petroleum 

sector is necessary. Delshad Shaban, a former deputy head of the oil and gas committee in the 

Kurdish parliament, claims that he recalled Prime Minister Barzani came to one of their meet-

ings and told them that ‘There may have been corruption in the past in the oil industry here. 

But if you look at what happened, we had to do it. We needed to protect Kurdistan.’ 730 Fur-

thermore, the KRG was blamed for inability to pay public payroll due to the widespread cor-

ruption in the oil sector. Shaban states that that ‘We should have oil contracts that benefit all 

the Kurdish people, not powerful individuals.’731 In January 2016, Kurdish authorities had 

seized $250 million from Chra Rafiq, the ex-wife of Ashti Hawrami, a former KRG Minister 

of Natural Resources. Moreover, the KDP issued an arrest warrant for Rafiq on charges of 

corruption and misuse of public funds on 17 May 2016. As claimed by Jawdat, Rafiq ran a 

ghost company to buy discounted oil from the government and resold it on the black market, 

earning $10 million monthly.732 In fact, the case of Hawrami’s wife appears to be relatively 

insignificant compared to other alleged corruption cases in the region.733 A leaked documents 

showed that an Erbil-based private company, Abor Land (Abor Group), transferred billions of 

Euros from the Kurdistan Region to abroad. Only the ruling family has this ability to transfer 

 
728 Cited in Banco, ‘The Curse of Oil in Iraqi Kurdistan’. 
729 Denise Natali, ‘Stalemate, Not Statehood, for Iraqi Kurdistan’, Lawfare, 1 November 2015, 
https://www.lawfareblog.com/stalemate-not-statehood-iraqi-kurdistan. 
730 Cited in Banco, ‘The Curse of Oil in Iraqi Kurdistan’. 
731 Cited in ibid. 
732 ‘Arrest Warrant Issued for Iraqi Kurdistan Oil Minister over Corruption: MP’, Ekurd Daily, 9 October 2016, 
https://ekurd.net/warrant-arrest-kurdistan-oil-2016-10-09. 
733 For more on corruption, see Michael Rubin, ‘How Kurds Can Resolve Their Financial Crisis’, American En-
terprise Institute - AEI (blog), 21 January 2016, https://www.aei.org/foreign-and-defense-policy/middle-
east/how-kurds-can-resolve-their-financial-crisis/. 
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such amount.734 One more example is that the Kar Group, a private company close to the KDP, 

charges the KRG more for transporting oil from Khurmala to the Turkish border, which is 

about three times higher than what Turkey charges the KRG for transporting the same barrel 

of oil from the Fishkhabour border to the Turkish Ceyhan port on the Mediterranean Sea. This 

has a negative impact on the KRG’s oil revenue.735 

 
Mismanagement and lack of transparency in the oil sector undermined people’s trust in 

the institutional legitimacy of the MNR. In August 2017, Dana Gas, a United Arab Emirates-

based energy company and one of the largest investors in Kurdistan Region, won its latest 

international arbitration case against the KRG. In this case, the KRG agreed to pay $2.24 billion 

to Dana Gas in the full and final settlement.736 This caused public frustration and resentment 

towards the MNR for their inability to run the oil sector and contributed to people’s belief that 

the government would pay Dana Gas’s debt at the expense of public employee salaries.737 Hu-

nar Tofik, a Kurdish journalist, points out that ‘The oil revenues go to the KDP’s treasury while 

repaying Dana Gas’s debt is left a burden to public employees and people in the area where 

oil, gas and electricity are produced.’738 In other words, the KRG would reduce the salaries of 

public employees to repay Dana Gas’s debt.  

 
Contested sovereignty led to a lack of transparency in the oil sector.739 With the sover-

eignty conflict over oil resources between Erbil and Baghdad, the KRG at least from the be-

ginning underreported its oil production, exports, sales and revenues to ensure that its share of 

the federal budget would not be reduced in reference to its incomes. As Wahab observes, ‘The 

KRG seems to be hiding oil proceeds from Baghdad for fear of the latter’s retribution through 

budget cuts.’740 Thus, the former Iraqi Prime Minister Haider al-Abadi urged the KRG to 

 
734 ‘Billions of Euros Transferred from Iraqi Kurdistan: Leaked Documents — Exclusive Ekurd’, Ekurd Daily, 
12 May 2020, https://ekurd.net/billions-euros-transferred-2020-05-12. 
735 Wahab, interview; Salih, interview. Hama Salih also confirmed that the KRG is charged more for local 
transportation of oil compared to the pipeline carrying Kurdish oil to international markets through Turkey. 
736 Dmitry Zhdannikov, ‘Kurdistan Pays $1 Billion to Dana Gas, Partners to Settle London Case’, Reuters, 30 
August 2017, https://www.reuters.com/article/us-dana-gas-arbitration-idUSKCN1BA272. 
737 Jamal Pira, ‘ کÉھخ ەژد یتھموکح ! [Anti-People Government!]’, Sharpress, 15 February 2016, 
http://www.sharpress.net/op-detail.aspx?jimare=54469; ‘ زاغ اناد یھیسۆد  [Dana Gas Case]’, KNN, 8 March 2017, 
https://archive4.knn.krd/mob/Programme-Detail.aspx?TypeID=35&bernameID=14984; ‘ Þپ یھچووم تھموكح یچۆب  

؟ت¼ركان نیباد  [Why Can the Goverment Not Provide Salaries?]?]’, Rudaw, accessed 20 February 2022, 
https://www.rudaw.net/sorani/business/020220162. 
738 Hunar Tofik, ‘ ھم¼ئ ۆب یھکەڕھش وزاغ اناد ۆب یھکھتاھاد  [The Revenue for Dana Gas and Its War for Us]’, Awene, 2 
February 2020, http://www.awene.com/article?no=8511&auther=30. 
739 Mohtadi, interview. 
740 Wahab, ‘Iraq and KRG Energy Policies’, 23–24. 
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enhance the transparency of its oil sector and asked, ‘Where is the money that comes from the 

oil?’741 The KRG used the risk of reducing the budget by the parent state as a pretext for con-

cealing sensitive oil data for the public. Thus, the MNR monopolized all energy decisions in 

the region. Although the five institutions (KOTO, KNOC, KEPCO, KODO and KOMO) in the 

2007 oil and gas law were supposed to transparently manage the KRG’s oil sector in different 

ways, they remain paper institutions.742 When Kamal Atroshi becomes a new minister of nat-

ural resources, he points out that the ‘MNR is not institutionalized.’743 The MNR alone acts as 

a multi-functional institution. For instance, once the MNR revealed that oil exports would com-

mence by the end of January 2014, potential buyers were guided to KOMO. In fact, KOMO’s 

office did not exist in the region and its email address, KOMO@mnr.krg.org, auto-forwarded 

to the media advisor of MNR.744 Hama Salih notes that while the parent state sells its oil 

through SOMO, nobody yet knows who sells the Kurdish oil.745 Not only KOMO, but also 

KNOC is not even established currently. Hawir Mansur Bag notes, ‘Not forming a state oil 

company [KNOC] was a huge mistake. Advisors and experts should have thought of this. It is 

late already – it will be too, too late once all the fields have been discovered and all contracts 

signed.’746   

 
To create a mechanism for greater revenue transparency from the sale of oil and gas, 

the Kurdish parliament passed The Oil and Gas Revenue Fund Law or a sovereign wealth fund 

in April 2015. It has three major objectives such as controlling, auditing and ensuring transpar-

ency, as well as directing oil and gas revenues for developing the economy in the region. Based 

on the law, oil revenues may be allocated to five different areas: (1) KRG’s annual budget; (2) 

capital spending; (3) oil infrastructure; (4) environmental protection; and (5) a ‘future 

 
741 Cited in ‘2017/1/3 -Special Coverage: The Press Confer]  : ةصاخ ةیطغت يدابعلا ردیح .د ءارزولا سیئرل يفحصلا رمتؤملا
ence of the Prime Minister, Dr. Haider al-Abadi]’, 3 January 2017, 
https://www.youtube.com/watch?v=uBrwVzI9xdU. 
742 ‘Kurdistan Oil and Gas Law’. 
743 Watch Kamal Atroshi’s speech on the MNR. See ‘ ىلوخ یییاسائ ی هرامژ ناتسدروک ینامھلرھپ ینتشیناد یمھی¼س یشھب 16  

2021/6/28 یژۆڕ هراھھب  [The Third Part of the Parliament Session of (16) of 2021/6/28]’, 28 June 2021, 
https://www.youtube.com/watch?v=6fpM-92PuRc. 
744 Osgood, ‘Selective Transparency’. 
745 Salih, interview. 
746 Cited in Anwar Faruqi, ‘Corruption, Lack of Transparency Killing Iraqi Kurdistan’s Energy Sector: Panel’, 
Ekurd Daily, 27 April 2016, https://ekurd.net/corruption-killing-kurdistan-energy-2016-04-27; It is important to 
note that even corruption exists in the region, but the degree of corruption in the Kurdistan Region is less than in 
its parent state, Iraq and Iran. When ranking seven MENA countries of Jordan, Iran, UAE, KRG, Turkey and 
Iraq, the KRG is fifth on the EIU’s corrup-tion index, which is narrowly behind Turkey and noticeably ahead of 
Iran, and the UAE is at the top. Iraq is at the bottom of the index. See ‘Benchmarking the Kurdistan Region’, 
52. 
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generation’s’ wealth fund. The Fund should have been created within three months after it was 

passed, but like other legislative aspects of energy sector, it is still yet to be implemented at the 

time of writing.747 This has destroyed public confidence in the energy sector.  

 
Furthermore, although Deloitte’s reports on increasing transparency in the energy sec-

tor is a promising step, it provides only simple data on oil sales and costs and ignores the 

deficiencies of the sector. As Jawdat notes the Deloitte company been tasked to monitor Kur-

distans in order ‘to cover the defects of the oil sector because the revenue increases monthly 

and meanwhile $300 million is missing monthly in the revenue and it is not known how it has 

been used.’748 Moreover, while the MNR revealed nearly all its PSAs in September 2011, the 

contracts are written for expert audiences rather than public audiences. Some important con-

tracts were not disclosed, but it was an encouraging effort. Nevertheless, since the Exxon deal, 

new contracts remain confidential.749 The details of a 50-year energy deal between the KRG 

and Turkey in 2014 were never disclosed to the parliament. Additionally, Rosneft and the KRG 

signed an energy deal without parliament any approval in 2017. In retaliation for the Rosneft 

deal, four factions in the Kurdistan parliament in a joint statement release said:  
 
The Rosneft agreement should not have been signed in the absence of the parlia-
ment’s observation and interpretation. It is impossible not to know how much dis-
count the Kurdistan Region has made for the price of oil to Rosneft. It is impossible 
not to know in what way Rosneft will become partner or possessor in these five 
oilfields and for how many years the deal is.750  
 

Oil has a negative impact on weak institutions of the Kurdish de facto state. Qubad Talabani, 

at the Techfest Technology Festival in Sulaymaniyah, announced, ‘We wish we did not have 

oil. But since we have, it should be used to support other sectors.’751  

 
Oil smuggling at border crossings undermined not only the entity’s claims for earned 

sovereignty, but also its interdependence sovereignty. While Peshmerga forces were fighting 

against ISIS, some Kurdish officials, either directly or through middlemen, were accused of 

 
747 Watch a section on Amanj Raheem. ‘ مھی¼س یشھب  ٢٠٢٠/١٠/٥  :Parliament Session]  ناتسدروک ینامھلرھپ ینتشیناد
5/10/2020/ Section 3]’, 5 October 2020, https://www.youtube.com/watch?v=Q2et2Hmks2Q&t=16807s. 
748 ‘ ەرلاۆد رایلم کھی ھل رتایز ناتسدروک یم¼رھھ یتاھاد :تەدوھج ۆکر¼ش  [Sherko Jawdat: Revenue of Kurdistan Region Is 
More than $1 Billion]’, NRT, 15 December 2018, https://www.nrttv.com/News.aspx?id=10109&MapID=1. 
749 Osgood, ‘Selective Transparency’. 
750 ‘Four Parties Object to KRG-Rosneft Deal Inked without Parliament Approval’, Rudaw, 6 March 2017, 
https://www.rudaw.net/english/business/030620171. 
751 ‘ ینام¼لس ھ ل تس¼فک¼ت یایژۆلھنکھت ی¼کêبش¼پ ھل مۆگوتفگ  [My Conversation at the Techfest Technology Festival in Sulay-
maniyah]’, 21 August 2021, https://www.youtube.com/watch?v=nKB2q2scTSU. 
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being involved in oil smuggling with ISIS. In October 2014, a number of the suspected officials 

from the Peshmerga ministry and civilian officials were arrested on charges of buying oil from 

ISIS.752 This undermined the KRG’s claim to earned sovereignty since it had taken a pride in 

contributing to regional stability and security by fighting against ISIS at the time. As Wahab 

points out, ‘This is a point of embarrassment for the Kurdish Regional Government and it needs 

to be seriously cracked down.’753 Furthermore, the involvement of Kurdish officials in oil trade 

with ISIS was perceived as a source of weakness in the KRG’s interdependence sovereignty at 

least theoretically since it failed or refused to secure illicit cross-border flows. 

4.3.2 Civil clashes over oil revenues: the challenge to the KRG’s sovereignty 

Overt civil clashes over oil revenues challenged the KRG’s domestic sovereignty as a unified 

and effective entity. The split of oil revenues between the KDP and PUK was a source of sta-

bility in the Kurdistan Region prior to 2014. However, after the sharp decline in oil prices, the 

PUK seemed to receive less than an equal share of oil revenues. This limited funds for the PUK 

to maintain its patronage networks in Kirkuk and Sulaimaniya, reducing PUK’s popular appeal 

in both places. Consequently, this created a conflict between the KDP and a faction inside the 

PUK. In a letter sent to the former Iraqi Prime Minister Haider al-Abadi in September 2016, 

Hero Ibrahim Ahmed, the widow of the former Iraqi President Jalal Talabani and a former 

member of PUK politburo, condemned an equal revenue sharing agreement reached between 

Baghdad and Erbil (KDP) over Kirkuk’s oil fields and threatened to block oil exports from 

Kirkuk.754 The KRG agreement with the federal government was perceived as ‘cementing the 

KDP interest’ in Kirkuk.755 As Ahmed warns:  
 
After we followed up during the past few days your decision is to resume pumping 
crude oil from the Kirkuk fields through the Kurdistan Region pipeline by (100) 
thousand barrels per day. After our consultations with the members of the political 
bureau of the Patriotic Union of Kurdistan, especially those concerned in Kirkuk 
governorate and out of our concern for the positive relationship that binds us with 
you, we have decided to send this message to you. We reiterate the constant 

 
752 Hemin Salih, ‘KRG May Hang Officials Accused of Buying Oil from IS’, Basnews, 21 October 2014, 
http://www.mesop.de/mesop-the-big-sacandal-krg-may-hang-officials-accused-of-buying-oil-from-is/; Sadq 
Hoshmand, ‘Kurdish Officials Arrested on Charges of Buying Oil From IS’, Basnews, 15 October 2014, 
https://www.basnews.com/so/babat/77864. 
753 Cited in Selen Tonkus, ‘Iraq’s Kurds Must Crackdown on ISIL Oil - Experts’, AA, 20 October 2014, 
https://www.aa.com.tr/en/world/iraqs-kurds-must-crackdown-on-isil-oil-experts/109327. 
754 ‘PUK’s Hero Ibrahim Opposed Kirkuk Oil Deal, Threatens to Block Exports’, Ekurd Daily, 8 September 
2016, https://ekurd.net/puk-hero-kirkuk-oil-2016-09-08. 
755 Mera Jasm Bakr, ‘The War at Home: The Need for Internal Security Sector Reform in Iraqi Kurdistan’ 
(Middle East Institute, July 2021), 13, https://www.mei.edu/publications/war-home-need-internal-security-sec-
tor-reform-iraqi-kurdistan. 
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position of the Patriotic Union of Kurdistan in the need to follow the principles of 
transparency and justice in the overall oil process and since the revenue from oil 
exported from Kirkuk, whether from the Bai Hassan or Avana fields, is not spent 
transparently and fairly in the Kurdistan Region. These practices exiled the citizens 
of Kirkuk Governorate from petrodollar payments and caused a negative impact on 
the people’s livelihood and the protection of these fields has been done by the se-
curity forces based on our directives. The decision to resume the flow of oil was 
made without our consultation and agreement, and therefore we reject the decision 
to export (100) thousand barrels and demand to stop it. We hope to deal positively 
with our demand within [five] days so that we do not have to take the other avail-
able means before us to stop the flow of oil from these fields, since we are under 
pressure from the public and general opinion in the Kurdistan Region and Kir-
kuk.756 
 

KDP affiliated media such as Rudaw and K24 blamed Ahmed for the delays in the salaries of 

employees even though such as thing does not exist in her letter.757 One of the PUK demands 

was to build a local refinery to meet Kirkuk’s needs.758  

 
Additionally, after the federal government failed to respond to the PUK demands to end 

the agreement, a faction of PUK forces took control of the oil facilities in Kirkuk to rearrange 

the oil agreement in March 2017. Rifat Abdullah, a former member of the PUK politburo, 

stated that controlling oil facilities was due to the breaking of a promise by high-ranking offi-

cials in the federal government and NOC to build a refinery in Kirkuk.759 Similarly, Aso 

Mamand, a former head of PUK’s office in Kirkuk, said: 
 
Deployment of troops in Kirkuk is to show Baghdad, Kirkuk’s oil is for the people 
of Kirkuk. We have deployed troops to prevent Baghdad from exporting Kirkuk’s 
oil to Mosul and Baghdad. Baghdad wants to export Kirkuk’s oil for the rest of Iraq 
while our people are in desperate need for it. There has been a plot to exploit the 
people of Kirkuk. What we did today was an expression of the grudge of Kirkuk 
people against them.760  
 

Mamand gave the federal government a week to meet the PUK’s demands. In addition to the 

federal government, he accused the KRG of ‘exploiting the people of Kirkuk.’ Nevertheless, 

Safeen Dizayee, a former spokesperson of the KRG and a senior member of the KDP described 

this action as ‘irresponsible and illegal and said, ‘The Kirkuk oil is run based on an agreement 

 
756 To find the letter, see ‘PUK’s Hero Ibrahim Opposed Kirkuk Oil Deal, Threatens to Block Exports’. 
757 Tanya Goudsouzian, ‘Hero Ibrahim Ahmad: Smear Campaign or Political Crisis?’, Al Jazeera, 14 Septem-
ber 2016, https://www.aljazeera.com/news/2016/9/14/hero-ibrahim-ahmad-smear-campaign-or-political-crisis. 
758 ‘The PUK’s “Black Force” Controlled [" ەوودركÉۆêتنۆك یت¼كھی "یھكھشەر ەز¼ھ ]’, Sharpress, 3 February 2017, 
https://www.sharpress.net/all-detail.aspx?Jimare=81112. 
759 Ibid. 
760 Cited in ‘UPDATE: Kurdish Forces Enter North Oil Company in Kirkuk’, Rudaw, 3 February 2017, 
https://www.rudaw.net/english/kurdistan/020320172. 
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between Erbil and Baghdad with the involvement of Kirkuk. That is why this behavior is irre-

sponsible and illegal. We hope that acts like will never be repeated.’761 The conflict over oil 

revenues between the PUK and KDP has challenged the entity’s domestic sovereignty and the 

efforts to demonstrate its earned sovereignty.762 The local people perceived this conflict or 

division in a way the government lacked the ability to exercise authority to implement a unified 

oil policy across its territories.763  

4.4 The impact of contested sovereignty on the KRG’s energy policy 

Though contested sovereignty limited KRG’s oil policy, the KRG continued to sell the Kurdish 

oil on international markets. Contested sovereignty has compelled the KRG to sell its crude 

below the market price since June 2014.764 For instance, the KRG sold a barrel of oil for $7.7 

less than SOMO’s price and for about $11 less than Brent oil price in May 2019. The KRG 

sold each barrel of oil for $58.4, but Iraq and Brent sold it for $66.1 and $70.765 In other words, 

the KRG was willing to sacrifice income for the sake of sovereignty so it did not have to sell 

its oil through Baghdad. To the Kurds, the United Leadership tanker, the first tanker to carry 

Kurdish oil to the international market in May 2014, became a symbol of pride, nationalism, 

independence and sovereignty.766 Nechirvan Barzani, a former Prime Minister of the Kurdistan 

Regional Government, claimed that the intention of the tanker was to show the federal govern-

ment that the Kurds had the ability to control their oil sales.767 Since, the KRG continued to 

sell oil globally, the MoO began to take legal action against any buyer of oil exported through 

 
761 Cited in ibid. 
762 In January 2020, a force blocked shipments of natural gas from being sent from the PUK-controlled district 
of Chamchamal to Erbil and Duhok by a KDP company. See Mohammed Rwanduzy, ‘Gas Canister Price Hike 
Caused by “Monopolists and Mafias”: KRG’, Rudaw, 2 February 2020, https://www.rudaw.net/english/kurdi-
stan/020220204. 
763 Although the oil wealth allowed the KDP and PUK to maintain their militias, it has prevented them from 
having a united Peshmerga force. This has weakened the KRG’s domestic sovereignty to some extent. See 
Zmkan and Skelton, ‘Assessing Iraqi Kurdistan’s Stability’. 
764 Mohtadi, interview; ‘Kurds in Northern Iraq Sell Crude Cargoes for $100 Million, 9% below Alternative 
Oil’, Platts Insight, 26 June 2014, https://blogs.platts.com/2014/06/26/ceyhan-map/; Rafaat, Kurdistan in Iraq, 
192. 
765 Deloitte, ‘Oil Production, Export, Consumption and Revenue for the Period 1 April 2019 to 30 June 2019’ 
(Kurdistan Regional Government of Iraq, 29 April 2020), https://cdn.gov.krd/Govern-
ment%20Open%20Data/Deloitte%20Reports/Deloitte%20Reports%202019/English/Consoli-
dated%20RCOG%20Q2%202019%20Public%20Report%20ENG.pdf; SOMO, ‘Crude Oil Exports for May 
2019’ (SOMO, June 2019), https://somooil.gov.iq/exports. 
766 Julia Payne, ‘Israel Accepts First Delivery of Disputed Kurdish Pipeline Oil’, Reuters, 20 June 2014, 
https://www.reuters.com/article/us-israel-iraq/israel-accepts-first-delivery-of-disputed-kurdish-pipeline-oil-
idUSKBN0EV0X620140620. 
767 Julia Payne, ‘Tanker with Piped Iraqi Kurdish Oil U-Turns Away from U.S.’, Reuters, 30 May 2014, 
https://www.reuters.com/article/us-iraq-kurdistan-oil-idUSKBN0EA1VT20140530. 
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a new pipeline from the Kurdistan Region to Turkey.768 The United Kalavryta, a fourth tanker 

carrying over one million barrels of Kurdish oil, was prevented from selling the oil to an uni-

dentified buyer in the US after the MoO filed lawsuit against the KRG in a Houston court.769 

Nevertheless, the KRG was determined to continue oil sales despite the US court ruling in 

favour of the MoO. Furthermore, the KRG retaliated by releasing a statement to SOMO’s oil 

buyers that it would file lawsuits against them if the MoO refused to pay the KRG’s share of 

the national budget.770 

 
The lack of international legal sovereignty forced Kurdish policymakers to pay more in 

pipeline transit fees to Turkey.771 The KRG, for example, pays $5.8 per barrel to BOTAS, the 

Turkish state-owned company, for transporting Kurdish oil crude through the Turkish territory 

while the parent state pays only $1.9 per barrel.772 Furthermore, contested sovereignty has 

caused the KRG to covertly deliver its crude shipments to international buyers.773 Thus, the 

KRG has used the tactic of ship-to-ship transfers to conceal the final destination of oil sales.774 

As Hawrmai points out, ‘One thing was proven correct - when oil is out, it flows.’775 The KRG 

was successful in selling and receiving payments for twenty-five out of twenty-six tankers by 

November 1, 2014.776 In spite of the KRG’s initial difficulty in finding buyers for its crude, it 

found more buyers in 2015. According to the Financial Times, Israel imported 77 percent of 

its oil from Kurdish oil exports while Cyprus imported 17 percent, Turkey imported 9 percent 
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and Greece imported 8 percent from the beginning of May to August 11, 2015. 777 This indi-

cates that an oil and gas industry can be built and maintained without sovereignty.  

 
Caspersen notes, de facto states’ ‘lack of recognition and [their] precarious position make 

them highly unattractive to foreign investors and they are, in most cases, also blocked [them] 

from receiving international assistance and loans.’778 While the Kurdish leadership knew that 

it would not obtain loans from the IMF and WB to meet budgetary expenditures due to the 

issue of contested sovereignty, it still attempted to obtain ‘rightful share’ from IMF loans to 

Iraq. As Abdul Rahman stresses: 
 
First, the Peshmerga have made a huge sacrifice and are making a huge contribu-
tion in the fight against ISIS. Second, more than half of the displaced people in Iraq 
have come to Kurdistan. We need all of those things to be recognized and that’s 
why it’s so important for us that any financial assistance to Iraq recognizes that 
Kurdistan deserves its fair share.779  
 

She adds that the same logic applies to the World Bank (WB) whenever there is a loan. The 

efforts to access the IMF and WB loans display the KRG’s willingness to interact with inter-

national organizations and differentiate KRG from non-sovereign entities, namely autonomous 

regions in other federal states, since it tries to expand its autonomy.780  

 
Five tools (fiscal policy, monetary policy, foreign loans, loans from international or-

ganizations and reforms) would be available to most recognized states in a similar economic 

crisis. Under its contested sovereignty, the Kurdish de facto state lacks these tools (monetary 

policy, loans from international organizations, IMF and WB and an acceptable rate of interest 

on foreign loans).781 To accommodate economic crisis, some Kurdish officials visited London 

to meet with Deutsche Bank and Goldman Sachs to obtain loans in 2015. After a long presen-

tation by the Kurdish officials, these two entities were ready to lend the KRG loans at 11.6 % 

interest rate because they considered the KRG as a ‘commercial entity,’ which lacks sovereign 

guarantees.782 Rahman declares, ‘The monitoring policies are in the hands of Baghdad. 

 
777 Sheppard, Reed, and Anjli, ‘Israel Turns to Kurds for Three-Quarters of Its Oil Supplies’. 
778 Nina Caspersen, ‘States without Sovereignty: Imitating Democratic Statehood’, in Unrecognized States: The 
Struggle for Sovereignty in the Modern International System (Cambridge: Polity Press, 2012), 82. 
779 ‘Iraqi Kurdistan Should Get “Fair Share” From IMF Loan to Iraq’, Sputnik, 6 March 2016, https://sput-
niknews.com/middleeast/201606031040767877-iraqi-kurdistan-imf-loan/. 
780 It is worth noting that the KRG and WB jointly prepared a report to encounter the financial crisis. See ‘Eco-
nomic Reform Implementation Progress’. 
781 Watch a section on Qubad Talabani. ‘ مھی¼س یشھب  ٢٠٢٠/١٠/٥  :Parliament Session]  ناتسدروک ینامھلرھپ ینتشیناد
5/10/2020/ Section 3]’. The KRG can get foreign loans, but its interest rates are high. 
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Kurdistan has no control over the monitoring policies. We don’t have our Central Bank to carry 

out quantitative easy.’783 It is more difficult for the KRG to face economic crisis without this 

tool. Consequently, to accommodate its financial crisis, the KRG has relied on borrowing from 

local and foreign banks and contractors, slashing civil servant employee salaries and pensions 

and generating cash from prepayments for crude deliveries. For example, the KRG used the oil 

resource as an instrument to bridge its revenue shortfall by selling discounted oil in advance to 

major international oil traders, principally Vitol, Trafigura, Petraco and later Glencore and 

Rosneft.784 For instance, the KRG received $2.1 billion from Rosneft as prepayment for future 

oil supplies in 2017.785 In other words, those international oil traders worked as a bank for the 

KRG.  

4.5 Oil and ‘status then standards’ 

The Kurdish policymakers made an exception for the case of oil in the policy of the ‘status 

then standards.’ Wahab explains that independence in the Kurdish leadership’s psyche was 

‘seen usually as a precursor’ to all of these issues: lack of robust democracy, a strong united 

Peshmerga, a unified foreign policy and good governance in the KR.786 Therefore, state has to 

come first. In other words, the economy, institutions and democracy can only thrive after the 

KRG becomes a state. Two months prior to the referendum day, Abdul Rahman, the repre-

sentative of the KRG to the United States, argued that the KRG would be able to overcome its 

economic crisis including its sole dependency on oil revenue when it becomes a sovereign 

state. She declares: 
 
Independence is also a pragmatic solution to problems that have beleaguered Iraq 
since its inception. As an independent country, we will have access to international 
credit markets and control over monetary policy. In an independent Kurdistan, we 
will better be able to stabilize our economy in times of crisis. I firmly believe that 
an independent Kurdistan will be an even better place for international investors.787 
 

 
783 Cited in Sangar Ali, ‘Independence Will Bring Many Economic, Financial Tools to Kurdistan: KRG Repre-
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This does not imply that institutional standards are of no relevance to the status of the Kurdish 

de facto state, but the KRG could further improve its institutional standards, particularly in 

dealing with economic crisis, after getting recognized as a sovereign independent state.  

 
Conversely, Wahab argues that instead of the usual excuse of statehood first and policy 

second, the case of oil was the only exception in the Kurdish leadership’s psyche. Oil was first 

and independence was later. Independence was not wielded by the Kurdish leadership as a 

pretext not to move forward with developing an oil sector. Oil, as a geopolitical relevance, or 

geopolitical insurance policy, was seen as the ‘precursor to statehood into independence.’ In 

other words, oil first and independence later because oil can facilitate independence some-

day.788 Unlike the banking sector, the Kurdish leadership fought abundantly over the article 

that grants rise to the KRG to produce and export oil. But the leadership did not fight for having 

a strong banking sector in the 2005 constitution as Wahab, in an interview with the author, 

declares: 
 
They did not see how a country, or how people got independence through banking. 
But they had an example of how people can get independence through oil. They 
say look Saddam Hussein has oil, and he can gas people, and the world is silent. 
So, if we [Kurdish leaders] have oil, we can do anything and get away with it. The 
Saudis it is a ruling family. These are not even a people. This is the only family. 
The country is named after the ruling family. But they have oil, and they use the 
oil to build the country. We need oil to build the country. But they [the Kurdish 
leadership] cannot think of Singapore, or like even Dubai, which is different from 
Abu Dhabi. They understand Abu Dhabi’s model, but the Kurdish leadership does 
not understand the Dubai model of the power of connectivity, financial connectiv-
ity, because again, oil is old, and the globalized financial system is relatively 
new.789  
 

This indicates how oil, but not the banking sector, was a priority in the Kurdish leadership’s 

psyche.  

4.6 Conclusion  

Since the rebuilding process in the post–Saddam Hussein era, the Kurdish leadership attempted 

to consolidate the KRG’s sovereignty in three phases: the drafting of the constitution, the uni-

lateral regional hydrocarbon legislation and the monetization and independent export. Further-

more, the Kurdish de facto state and its parent state failed to reach lasting agreements over the 

control of natural resources since 2007 due to the sovereignty conflict. Any agreement between 

 
788 Wahab, interview. 
789 Ibid. 



 148 

them means both sides have to give up a degree of sovereignty. Thus, it is difficult for them to 

resolve the conflict.  

 
Natural resources, practically oil, can serve one aspect of sovereignty at one point, and 

they can negatively affect other aspects of sovereignty. For instance, the high oil price from 

2003 to 2013, on the one hand, strengthened the KRG’s sovereignty and increased people’s 

trust in the regime legitimacy. Elites from the two ruling parties in the KR used oil revenues to 

employ plenty of people in the public sector to purchase legitimacy in the eyes of the popula-

tion. Employees of the public sector was also provided plenty of benefits such as receiving 

health care, retirement, paid vacation, a full year of paid maternity leave and numerous holi-

days.  

On the other hand, the low oil price from 2014 to 2019 weakened the KRG’s domestic 

and Westphalian sovereignty, challenged and questioned the regime and institutional legiti-

macy. For example, the financial crisis has forced the KRG’s government to reduce public 

expenditures by slashing government payrolls, services and programs, delaying several months 

of salaries and borrowing local and foreign loans. As a result, a series of protests, teachers’ 

strikes and popular unrest from 2014 to 2018 happened across the region against the govern-

ment. Additionally, some public employees in the KR asked the parent state to directly pay 

their salaries. Involving the parent state in Kurdish domestic affairs may undermine the KRG’s 

Westphalian sovereignty.  

 
Mismanagement, corruption and lack of transparency in the oil industry, civil clashes 

over oil revenues and oil smuggling at border crossings not only weakened and challenged the 

KRG’s domestic sovereignty, but also its interdependence sovereignty. For instance, a number 

of the suspected officials from the Peshmerga ministry and civilian officials were arrested on 

charges of buying oil from ISIS across its borders in 2014. In other words, the KRG failed or 

refused to secure illicit cross-border flows.  

 
The contested sovereignty limited the KRG’s oil policy and forced it to sell its crude at 

a discounted rate in international markets and disguise the final buyers of Kurdish oil to protect 

them from threats from the parent state. Despite these limitations, the KRG has used oil as a 

bargaining chip to counter the financial crisis. In the Kurdish leadership’s psyche, independ-

ence was considered as a precursor to these issues: lack of robust democracy, united Kurdish 

force, a unified foreign policy and good governance in the KR. However, the Kurdish policy-

makers made an exception for the case of oil in the policy of the ‘status then standards.’ Oil 
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was first and independence was later. The Kurdish leadership did not wield independence as a 

pretext not to go ahead with developing an oil and gas sector.  

 
The following chapter demonstrates how the KRG has used natural resources as a for-

eign instrument in the entity’s strategies of using earned sovereignty and attracting great-power 

support. It also shows how the geopolitical dimension of the sovereignty conflict over natural 

resources between the KRG and the parent state involves regional and international powers as 

well as private and corporate interests. 
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Chapter 5. The KRG’s energy strategy with international and regional powers 

The following chapter covers the rest of empirical analysis of the KRG’s energy strategy. It 

discusses the role of natural resources as a foreign instrument in the entity’s strategies of using 

earned sovereignty and attracting great-power support to secure international sovereignty even 

if limited. It argues that Kurdish policymakers overestimated reliance on oil as an instrument 

in the strategies of using earned sovereignty and ensuring great-power support to gain support 

for achieving legal sovereignty. Furthermore, the chapter also examines the geopolitical di-

mension of the sovereignty conflict over oil resources between the KRG and the parent state, 

which involves regional and international powers, and private and corporate interests. Below, 

the roles of Turkey, the United States, Russia, Iran and Israel and decision-making and strate-

gies with regard to the KRG’s natural resources will be comprehensively examined. 

5.1 The role of energy in the KRG’s foreign policy  

The Kurdish leadership has employed natural resources as a major instrument in pursuit of 

foreign policy objectives. In particular, natural resources have been a crucial instrument in the 

entity’s strategies of using earned sovereignty and attracting great-power support. Addition-

ally, the possession of natural resources serves the Kurdish leadership in pursuing other foreign 

policy aims: (a) ensuring the military, political and economic survival of the Kurdish de facto 

state; (b) obtaining foreign investment, trade and loans; (c) exhibiting the entity’s capability to 

engage in foreign relations with other recognized states and non-state actors; (b) increasing 

recognition and consolidation of the entity in a de facto form.790 Otherwise stated, the political 

and economic dimensions of hydrocarbon resources constituted an important instrument in the 

hands of Kurdish foreign policy-makers. Neil King, the Wall Street Journal’s global economics 

editor explains how oil in particular is being used to shore up allies from across the globe in 

order to reduce dependency on Iraq:   
 
Kurdish officials look at the flurry of oil contracts they’re signing as a two-pronged 
insurance policy. By cutting deals with companies from countries as diverse as 
Australia, Britain, France, India, Russia, South Korea, Turkey and the U.S., the 
Kurds say they hope to win international political support in case things go awry 
with Baghdad. And in case Iraq were to break up, the Kurds would have their own 
abundant revenue stream. ‘Has this been deliberate? It certainly has,’ says a beam-
ing Mr. Hawrami, the Kurdish natural-resources minister, who has crafted the bulk 

 
790 For foreign policy aims of de facto states, see Owtram, ‘The Foreign Policies’, 136. 
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of the contracts awarded so far. ‘We want a balance. We want friends on all 
sides.’791 
 

The oil resource would allow the Kurdish de facto state to engage with the international com-

munity, which would enable the entity to be ‘on the world energy map’ and also ‘a player in 

the international arena’792 In addition to an insurance policy, based on ensuring the great-power 

support of the entity, against the loss of the Kurdish de facto state, the KRG’s use of energy 

resources as an instrument came to revolve not only around earned sovereignty, but also its 

domestic, Westphalian and interdependence sovereignty.  

5.2 Turkey  

5.2.1 Initial stage of KRG’s unilateral exploitation of energy: Turkey’s suspicion 

The KRG’s early stage of consolidating its sovereignty through the control over its oil and 

natural gas reserves, specifically through its unilateral energy legislation and PSA contracts 

with the earliest exploration companies, earned suspicion and scepticism from Turkey. Tur-

key’s mainstream foreign policy has been to preserve Iraq’s territorial integrity, check Kurdish 

aspirations for an independent state and prevent the KRG’s influence in Turkey’s own Kurdish 

population. Turkey had initially adopted a hostile policy toward the KRG’s unilateral energy 

policy. Ankara was very dubious about KRG energy ambitions. It issued a specific and official 

order by forbidding oil imports from Iraq except through SOMO in 2006. For instance, trucks 

were not permitted entry into Turkey in late 2007 because the word ‘Kurdistan’ was written on 

them.793 Soon after the KRG passed its own oil and gas law in July 2007, Turkey’s Energy 

Minister, Hilmi Güler, visited Baghdad and met with Sahristani to sign a bilateral agreement 

over a proposed pipeline to carry oil from Iraq to Western Europe through Turkey.794 Although 

Turkish energy companies, such as Genel Enerji, signed PSA agreements with the KRG, this 

Turkish involvement in the Kurdistan Region had Baghdad’s approval.795 Furthermore, Turkey 

cooperated with Iraq, Iran and Syria to ‘prevent the KRG from circumventing the central au-

thority’s embargo.’796 Therefore, larger oil companies were reluctant to sign further PSA 
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793 Wahab, ‘Iraq and KRG Energy Policies’, 33. 
794 Voller, ‘Kurdish Oil Politics in Iraq’, 73. 
795 Voller, The Kurdish Liberation Movement in Iraq, 126. 
796 Justin Dargin, ‘Securing the Peace: The Battle over Ethnicity and Energy in Modern Iraq’, Belfer Center for 
Science and International Affairs, Harvard University, September 2009, 7, https://www.belfercenter.org/publi-
cation/securing-peace-battle-over-ethnicity-and-energy-modern-iraq. 



 152 

contracts with the KRG as a consequence of its contested sovereignty and lack of safe export 

route. For instance, a Norwegian oil firm has frequently asked for an export permit from Bagh-

dad as a way to increase oil production.797 Turkey remained resolute in its hostility towards the 

KRG’s energy policy at least until 2011.  

 
While analysing Turkish operations of 2007 in the Kurdistan Region, the larger back-

drop of Turkey’s concerns about the KRG’s possible empowerment in the event of the inclu-

sion of the oil-rich province of Kirkuk should be taken into consideration. This would be dev-

astating from Turkey’s perspective since it would provide significant challenges to Turkey’s 

increasingly frantic attempts to regulate its own Kurdish issue.798 Ankara was so frightened by 

the KRG’s continued development of its autonomous status and independent foreign policy 

strategy that Erdogan said in 2007 that ‘I met with the Iraqi President and Prime Minister. I 

won’t meet with any tribe leader ... I won’t meet with Barzani or someone else, and that the 

KDP supports PKK.’799 As Falah Mustafa Bakir, former Head of the Department of Foreign 

Relations for the KRG, claims, ‘Turkey might not have been ready to accept that Baghdad 

would not have full control of the area and was dealing only with Baghdad until 2003. There-

fore, there was no direct interaction [between Ankara and KRG] for a certain time.’800 

5.2.2 KRG’s energy instrument to attract Turkey’s support 

The role of oil and natural gas reserves as a foreign policy instrument in the KRG’s strategies 

of using earned sovereignty and attracting the support of international and regional powers 

played a crucial role in wooing Turkish support. Prior to passing the oil and gas law, the KRG 

began to send signals to Turkey as well as the international community by highlighting the 

importance of the KRG’s energy benefits. Hawrami stated in an interview with a Turkish re-

porter, ‘It is in Turkey’s interest to be in direct contact with us. It is a “first come, first served” 

situation. There are 20-25 billion barrels of oil reserves in Kurdistan. It is more than we need.’ 

He then added, ‘It is in Turkey’s interest as well to establish relations with us.’801 In other 

words, the export of its oil was a way for the KRG to demonstrate its earned sovereignty. 

Therefore, soon after the KRG passed its petroleum law, both Barzani and Hawrami reassured 

 
797 Ibid., 8. 
798 Charountaki, The Kurds and US Foreign Policy, 230. 
799 Cited in Marianna Charountaki, ‘Turkish Foreign Policy and the Kurdistan Regional Government’, PER-
CEPTIONS XVII, no. 4 (Winter 2012): 191. 
800 Cited in ibid., 192. 
801 Cited in Voller, ‘Kurdish Oil Politics in Iraq’, 73–74. 
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Ankara they would take strong measures to contain the Kurdistan Workers’ Party (PKK) in the 

region.802 The KRG’s petroleum law highlighted its earned sovereignty to Turkey by attracting 

much-needed foreign investment in the Kurdish region and implied the parent state was dys-

functional due to inability to pass a federal oil and gas law. In 2008, a Turkish official expressed 

concern that ‘Turkey and the Kurds are on a historic course of Turkish-Kurdish reconciliation. 

We need the KRG. We can’t wait for the Iraqi government [to get its act together]. We can’t 

wait ten years for it to pass a hydrocarbons law. By 2011 we will need lots of natural gas. If 

we have to, we’ll make deals directly with the Kurds.’803 Moreover, the Turkish leadership 

knew the importance of Kurdish oil and gas to Turkey’s economic growth. Taner Yildiz, at a 

conference in the Kurdish capital of Erbil, added, ‘Turkey’s future energy requirement is 48–

50 billion cubic meters of gas. Our neighbor has a significant role to play in this.’804 Turkey 

needed to find alternative energy resources in order to deal with its growing need for energy 

and its ambition for regional stability as Turkey was largely dependent on Russian and Iranian 

gas imports. While Turkey imported 58 percent of its gas from Russia and 19 percent from Iran 

in 2011, Turkey paid relatively high prices.805 

 
The year 2008 was a turning point and historic year for Turkish-Kurdish relations due to 

the Turkish government’s official recognition of the KRG in actions rather than just words. In 

fact, the KRG’s Prime Minister Nechirvan Barzani and Turkey’s Special Envoy for Iraq, Murat 

zçelik, as well as Chief Foreign Policy Advisor Ahmet Davutolu, resolved to set their differ-

ences aside during the first direct high-level meeting between the KRG and Turkey, which was 

held in Baghdad on May 1, 2008. They addressed ways to work together in the political and 

economic spheres, including a deal to find a peaceful resolution to the PKK issue.806 Later, the 

Turkish prime minister and President Barzani met for the first time in history on June 4, 2010. 

As a result, since Iraq’s establishment, PM Recep Tayyip Erdogan was the first Turkish prime 

to visit the Kurdistan Region in March 2011. Thereafter, a series of routine travels quickly 

followed. This transformation was not easy, and it took a while to take place.807 
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According to the US Geological Survey, the KRG has estimated reserves of 45 billion 

barrels of oil along with 60 trillion cubic feet of natural gas.808 This amount of gas from the 

KR could change Turkey’s level of dependency on Russian and Irian gas imports if Turkey 

imports Kurdish gas. Ankara could not blindly ignore the energy opportunity from the KRG 

because the Kurdish gas could be three times cheaper compared to Russian and Iranian gas.809 

Based on an interview with the ICG, an energy expert speculated: 
 
If the KRG is right about its projections of one million b/d in five years, then eco-
nomics may dictate that Turkey circumvent the Iraqi government and deal directly 
with the KRG. Turkey requires 800,000 b/d of crude. It produces only 43,000 b/d 
itself, and this is both poor quality and relatively expensive oil. If the KRG could 
produce enough to satisfy Turkey’s needs, it would be very tempting to Turkey.810 
 

Nevertheless, Turkey still refused to build a pipeline from the Kurdistan Region through its 

territory until 2011. Notably, the energy giant ExxonMobil’s deal with the KRG in late 2011 

boosted the Kurdish de facto state’s legitimacy in the eyes of international community and 

private and corporate interests. A Turkish entrepreneur said, ‘the Exxon deal was not contro-

versial in Turkey, because by this point, both the Turkish and Iraqi Kurdish sides have realized 

that we need each other. We provide them with security, and they provide us with energy.’811 

Thus, the Exxon deal drove Ankara to step forward from its high-profile collaboration with the 

KRG since some in Ankara interpreted the involvement of the Exxon in the KRG’s energy 

sector as a tacit approval from Washington.812  

 
Additionally, strategies of using earned sovereignty and attracting the support of Turkey 

as a regional power and the domestic factors responsible for the change in Turkey’s regional 

foreign policy, coupled with its energy needs and the Erdogan-Maliki conflict paved the way 

for a Kurdish-Turkish rapprochement, starting with high-level officials to meet and discuss 

outstanding issues, particularly the energy subject, between the KRG and Turkey.813 Being a 

landlocked and surrounded by neighbours hostile to the Kurdish political entity, the importance 

of building oil and gas pipelines and airports was essential to prolong survival of and strengthen 
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KRG’s domestic sovereignty. The Kurdish elites knew that the KRG as a territory with no 

access to the sea region must rely on Turkey to export commercial quantities of oil and gas to 

Europe and the Middle East. In the meantime, IOCs needed to export the oil they discovered 

in the region to get reimbursed for their investments according to the terms of the PSA.  

 
On 20 May 2012, KRG Prime Minister Nechirvan Barzani at a conference in the Kurdish 

capital of Erbil, which was co-sponsored by the KRG and Turkish Energy Ministry, and orga-

nized by a Turkish government-supported think tank, the Strategic Technical Economic Re-

search Center, declared the importance of Kurdish-Turkish cooperation, particularly in energy 

issues and stated:  
 
The presence of His Excellency Minister Taner Yildiz [Turkey’s Minister of En-
ergy and Natural Resources] and other Turkish guests is a sign of our cooperation 
with Turkey in natural resources, and a testament to how we can support this im-
portant sector through our historic ties in this region. Economic and commercial 
activity can often lead to reducing political tensions, [. . . and] as a result of working 
together [with Turkey] and maintaining strong economic ties, we are able to make 
major political achievements. [Therefore. . .], cooperation and coordination [with 
Turkey] across all economic fields in general, but particularly in the energy sector, 
is a key foundation of the KRG’s functioning policies.814 
 

Hawrami also formally announced the construction of oil and gas pipelines and refining agree-

ments and maintained, ‘We envisage building of a new pipeline, taking Kurdistan’s oil, partic-

ularly the heavy oil, to Ceyhan.’815 This particularly highlights KRG’s autonomy. He added 

that the KRG considers Turkey as the access route to monetize oil and gas.816 Therefore, the 

KRG willingly abandoned its pan-Kurdish sentiment and provided Turkey with its energy 

needs in exchange for physical protection and political and economic gains. Turkey willingly 

abandoned its hostile policy towards the KRG and provided its political and economic incen-

tives in exchange for satisfying its energy demands.817 In addition to its economic viability, the 

KRG also made numerous efforts in demonstrating to Turkey its potential contribution to re-

gional stability. The Kurdish issue in Turkey was one of the obstacles to development of the 

Turkey-KRG energy relations. The KRG offered to mediate between Turkey and PKK in 

search for a peaceful resolution. As a result, the PKK declared a ceasefire in March 2013 and 
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net.gov.krd/a/d.aspx?l=12&a=44037. 
815 Cited in Ben Lando, ‘Kurdistan, Turkey Announce Bilateral Energy Plans’, Iraq Oil Report, 21 May 2012, 
https://www.iraqoilreport.com/news/kurdistan-turkey-announce-bilateral-energy-plans-8021/. 
816 ‘Prime Minister Barzani: Kurdistan’s Energy Relations with Turkey to Enter a New Phase’. 
817 Rafaat, Kurdistan in Iraq, 189. 



 156 

began withdrawing its forces from Turkey to the KR. In exchange, Ankara was supposed to 

expand Kurdish cultural and political rights in Turkey. This facilitated more energy coopera-

tion between the KRG and Turkey.818 As a result, the new KRG pipeline began sending oil to 

the Turkish port of Ceyhan without the approval of Baghdad in late December 2013 (See Figure 

6).819 Despite the threats from Iraq’s government, Yildiz said the ‘flow of [Kurdish] oil is on-

going, as of today, and as of tomorrow’ and reassured Erbil that ‘if there is oil (to be exported) 

we will transit it.’ Furthermore, the KRG and Turkey signed a 50-year agreement to export 

Kurdish oil in 2014.820 This has raised the KRG’s profile as a sovereign entity 

5.2.3 Turkey-KRG energy engagement: enhancing KRG’s legitimacy and sovereignty 

The energy cooperation with Turkey allowed the KRG to increase its legitimacy and further 

consolidate its sovereignty as a de facto state in the eyes of the international community and to 

gain access to international markets during the early stage of its sovereignty conflict over the 

natural resources with its parent state. Turkey’s heavy investment in the entity’s economic 

sector, including energy sector and its pipeline agreement with the KRG, helped the Kurdish 

de facto state create a viable Kurdish energy industry. This enhanced the Kurdish leaders’ claim 

to earned sovereignty since the KRG integrated the development of the energy sector into eco-

nomic viability. Turkey’s energy engagement with the KRG without the Iraqi government’s 

consent had consolidated and increased KRG’s sovereignty and legitimacy. In 2009, US Am-

bassador James Jeffrey reflected on Turkey–KRG energy cooperation: 
 
GOT [Government of Turkey] officials recognize what they describe as a special 
cultural affinity between Turks and Kurds and see Turkey as the most natural outlet 
to bring the Kurdish region’s hydrocarbon resources to world markets as well as 
the primary source for investment, consumer goods, and technology. In part to help 
satisfy its own growing energy requirements and in part to make viable plans to 
bring gas from both Middle East and Caspian Basin sources to European markets, 
Turkey has begun to sound out possibilities for Turkish companies to help develop 
oil and gas fields in the KRG-administered region as well as to link those fields to 
the existing Kirkuk–Yamurtuluk oil pipeline and a proposed northern route gas 
pipeline into Turkey. The Turks argue that they do not want to undermine efforts 
to achieve agreement on national hydrocarbons legislation in Iraq, but similarly do 
not want to be penalized for ‘doing the right thing’ by discovering that contracts 

 
818 Zulal, ‘Survival Strategies and Diplomatic Tools’, 149–50. 
819 Andrew Snow, ‘Kurdistan Region’s Debt Crisis Threatens Iraq’s Economy’, United States Institute of 
Peace, 9 May 2018, https://www.usip.org/publications/2018/05/kurdistan-regions-debt-crisis-threatens-iraqs-
economy. 
820 Marianna Charountaki, ‘The GCC in Kurdish Politics’, Journal of Arabian Studies 6, no. 2 (2 July 2016): 
210, https://doi.org/10.1080/21534764.2016.1242232. 
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signed with the KRG end up being grandfathered under a final deal between Erbil 
and Baghdad, with Turkish companies sidelined as a result.821  
 

This comment indicates a genuine American belief that Turkey undermines Iraqi sovereignty 

by engaging with the KRG. In other words, the energy cooperation between the KRG and 

Turkey that circumvented Baghdad would consolidate the KRG’s sovereignty.822  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 6. The KRG’s major pipelines and oil and gas fields. Source: John Roberts, ‘Iraqi Kurdistan Oil and Gas 
Outlook,’ 2016. 

 
Additionally, the engagement between Turkey and the KRG reached such an extent that 

some observers described Turkey as a ‘patron state,’ ‘financial patron,’ ‘positive patron,’ ‘mid-

wife,’ and ‘big brother’ for the Kurdish de facto state.823 To strengthen its domestic sovereignty 

by obtaining financial independence, the KRG relied on Turkey as a quasi ‘financial patron’ 

 
821 ‘Turkey: Input on Strategy to Integrate Iraq into Region’, WikiLeaks, 17 March 2009, https://search.wik-
ileaks.org/plusd/cables/09ANKARA395_a.html. 
822 Phillips, The Great Betrayal. 
823 Natali, ‘The Kurdistan Region of Iraq: Stabilizer or Spoiler?’, 73; Soner Cagaptay, ‘Yesterday’s Enemies, 
Tomorrow’s Friends?’, The Washington Institute, 9 July 2014, https://www.washingtoninstitute.org/policy-anal-
ysis/yesterdays-enemies-tomorrows-friends; Denise Natali, ‘Turkey’s Kurdish Client State’, Al-Monitor, 14 No-
vember 2014, sec. Editorial, https://www.al-monitor.com/pulse/originals/2014/11/turkey-krg-client-state.html; 
Rafaat, Kurdistan in Iraq, 189; Ofra Bengio, ‘Turkey: A Midwife for a Kurdish State?’, The Jerusalem Post, 12 
June 2012, https://www.jpost.com/Opinion/Op-Ed-Contributors/Turkey-A-midwife-for-a-Kurdish-state; Cengiz 
Dinç, ‘Turkey as a New Security Actor in the Middle East: Beyond the Slogans’, PERCEPTIONS: Journal of 
International Affairs 2, no. XVI (2011): 72, https://dergipark.org.tr/en/pub/perception/issue/48989/625049. 
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since all of its revenue from oil trade was transferred via the Turkish Halkbank to the KRG, 

particularly in the initial stage of the Kurdish oil exports.824 The oil revenue in Halkbank would 

be divided as 83 percent for Baghdad and 17 percent for the KRG. This was considered an 

achievement of the KRG’s financial independence and self-sufficiency since it prevented 

Baghdad from deducting sovereign expenses. Furthermore, during the KRG’s financial crisis 

of early 2014, the KRG’s energy cooperation with Turkey helped the KRG survive, or maintain 

its domestic sovereignty in this critical situation. When KRG was unable to pay public sector 

employees due to its financial crisis, Turkey was ready to offer direct financial assistance to 

the KRG. According to a document marked ‘Strictly Private and Confidential,’ which was re-

leased by WikiLeaks, Turkey loaned $1,150m (the sum of the loans was paid in 3 instalments 

of $500m, $500m and $150m) to the KRG until March 2016.825 The KRG’s energy cooperation 

with Turkey played a key role in securing these loans deals. For instance, the loans would be 

paid back by either being subtracted from Turkey’s crude oil debts or being paid back by the 

KRG directly. 

 
Although Turkey was considered as a quasi-financial patron to the Kurdish de facto 

state, it did not offer physical protection to the KRG when it faced an existential threat in Au-

gust 2014. When ISIS attacked two towns, Gewr and Makhmour, southwest of the regional 

capital of Erbil, Turkey did not respond to the ISIS advance into Kurdistan while the US did. 

Turkey only provided humanitarian aid to the region under the justification that ISIS seized 49 

Turkish hostages who included Turkey’s Consul General Ozturk Yilmaz. Some Kurdish elites 

expressed their concerns over the fact that Turkey did not help the entity when it was under 

existential threat, even though many Turks and several Turkish oil companies work and operate 

in the region. Fuad Hussein, former chief of staff to the KRG presidency, asked, ‘Turkey has a 

consulate in Erbil, and what would happen had IS taken Erbil?’826 He also posed another ques-

tion, ‘Does Turkey want to save the 49 diplomats at the expense of thousands of Turks in 

Kurdistan?’827 Nevertheless, Turkey and the KRG continue their relations because due to their 

symbiotic relationship, especially in the energy sector. 

 
824 ‘Sales of Kurdish Oil Point to Beneficiaries Close to Erdoğan’. 
825 ‘Fwd: Proposal’, WikiLeaks, 19 March 2016, https://wikileaks.org/berats-box/emailid/30563. 
826 Cited in Hevidar Ahmed, ‘Senior Kurdistan Official: IS Was at Erbil’s Gates; Turkey Did Not Help’, 
Rudaw, 16 September 2014, https://www.rudaw.net/english/interview/16092014. 
827 Cited in ibid. 
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5.2.4 KRG’s energy dependency on Turkey: challenge to KRG’s sovereignty 

The KRG’s dependency on Turkey’s heavy investment in Kurdistan’s energy sector including 

its oil pipeline to the Ceyhan port in Turkey challenged the KRG’s domestic, Westphalian and 

interdependence sovereignty. Turkey’s support of the KRG, particularly in the energy sector, 

comes at cost. After revenues from the initial sale of oil piped from the KRG had been depos-

ited in Turkey’s Halkbank, the Turkish officials refused to allow the KRG to withdraw the 

earnings in its account. This demonstrates how Turkey was able to challenge the KRG’s do-

mestic sovereignty since the petro-dollars were used to pay government employees.828At pre-

sent, the KRG is reliant on Turkish goodwill not only for the investment of Turkish oil com-

panies in the Kurdistan Region, but for the use of the Turkish port of Ceyhan to transport 

Kurdish crude oil to global oil markets. Increased Kurdish dependence on a Turkish maintained 

transit pipeline translates into Turkish leverage over the KRG’s affairs. For example, Turkish 

authorities stopped the oil flow from the Kurdistan Region to Turkey in February 2016 and 

announced that the pipeline on the Turkish side was shut down due to the PKK sabotage. The 

shutdown took 26 days from February to March.829  

 
Conversely, after the PKK denied that it had attacked the pipeline, it was clear to the 

Kurdish leadership that Turkey had closed the pipeline for political reasons. Turkey stopped 

the Kurdish oil flow to pressure the KRG for two reasons. First, Turkey wanted Masoud Bar-

zani to take a harsher position against the PKK in the Qandil mountains inside the Kurdistan 

Region. Second, it wanted Barzani to halt the cross-border oil trade between the KRG and 

another Kurdish de facto state, Rojava, as the Syrian Kurds call their territories.830 As Alan 

Mohtadi claimed, ‘[Rojava] traded last year with the KDP. So, Turkey pressured the KDP by 

shutting the pipeline for three weeks. They [the KDP] mixed oil from fields controlled by the 

PYD in Rojava with oil from the Ain Zalah field, and transferred it via a pipeline to Turkey.’831 

This act posed challenges to KRG’s Westphalian, interdependence and domestic sovereignty. 

The KRG’s Westphalian sovereignty was challenged in that domestic authorities are not free 

 
828 Alexander Whitcomb, ‘Why Kurdistan Still Doesn’t Have Its Oil Money’, Rudaw, 13 July 2014, 
https://www.rudaw.net/english/business/13072014; Now not all the money is accumulated in Halkbank because 
the KRG opens other accounts in other countries. See ‘Sales of Kurdish Oil Point to Beneficiaries Close to 
Erdoğan’. 
829 Ahmed Kurda, ‘President Barzani’s Reform: Window Dressing or Smokescreen?’, Ekurd Daily, 26 April 
2016, https://ekurd.net/barzani-reform-window-dressing-2016-04-26. 
830 Ibid. 
831 Cited in Harriet Allsopp and Wladimir van Wilgenburg, The Kurds of Northern Syria: Governance, Diver-
sity and Conflicts (London: I.B. Tauris, 2019), 105, https://public.ebookcentral.proquest.com/choice/pub-
licfullrecord.aspx?p=5841806. 
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to set their own rules regarding energy trade with foreign actors like Rojava. With respect to 

interdependence sovereignty, it limited the KRG’s ability to stem the flow of oil across its 

borders. This, in turn, challenged the KRG’s domestic sovereignty in a way that the shutdown 

of the pipeline by Turkey cost the KRG a loss of around $200 million in oil revenues.832 By 

relying on Turkey as the only available route to export Kurdish oil, the KRG, particularity the 

KDP, was criticized for putting all eggs in the Turkish basket. 

 
The Turkey-KRG energy engagement had a paradoxical consequence on the KRG’s 

sovereignty. The energy engagement in one way contributes to the KRG’s sovereignty, but 

compromises it in others. The energy engagement with Turkey, for instance, allowed the KRG 

to further consolidate its sovereignty as a de facto state in the process of its sovereignty conflict 

over the natural resources with its parent state. Turkey heavily invested in the KR’s energy 

sector including its oil pipeline agreement with the KRG and offered direct financial assistance 

to the KRG in critical situations. On the other hand, the KRG’s energy engagement with Turkey 

challenged the KRG’s domestic, Westphalian and interdependence sovereignty. For example, 

Turkish authorities occasionally have halted the flow of Kurdish oil to the Turkish port of 

Ceyhan for political purpose since Turkey is the only route for the KRG to export its crudes to 

international markets. Furthermore, Turkey was against the Iraqi Kurdish referendum in 2017 

and even threatened to close the KRG’s oil pipeline (which will be explained in more detail 

later in the chapter). 

5.2.5 Kurdish leaders’ overestimation: Turkey’s energy engagement without recogni-
tion 

Kurdish policymakers overestimated Turkey’s energy engagement with the KRG in a way that 

energy trade created some interdependence that might push Turkey to support or to take a more 

measured response to the KRG’s attempted secession from Iraq. The Kurdish-Turkish energy 

cooperation encouraged Turkey to the extent that Huseyin Celik, former spokesman for Tur-

key’s ruling Justice and Development Party declared, ‘The Kurds, like any other nation, will 

have the right to decide their fate. The Kurds of Iraq can decide for themselves the name and 

type of the entity they are living in’ if Iraq gets partitioned.833 Likewise, Serkan Demirtas, 

a prominent Turkish journalist the daily Hurriyet, stated:  
 

 
832 Keith Johnson, ‘A Mysterious Pipeline Closure Is Bankrupting Iraqi Kurds’, FP, 2 March 2016, https://for-
eignpolicy.com/2016/03/02/a-mysterious-pipeline-closure-is-bankrupting-iraqi-kurds/. 
833 Cited in Romano, ‘Iraqi Kurdistan and Turkey’, 97. 
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The declaration of an independent Kurdistan will not shake the earth and heavens 
if efforts to keep the country in one piece fail … It’s getting more obvious every 
day that the Turkish government’s alliance with Iraqi Kurds and Turkish Kurds is 
becoming deeper and more diversified. This is a multifaceted alliance embracing 
Erdogan’s ambitions of becoming Turkey’s president and Masoud Barzani’s am-
bitions of declaring independence, as well as capitalizing from lucrative business 
opportunities and deals.834  
 

Additionally, Turkish President Recep Tayyip Erdogan in 2015 clearly considered KRG inde-

pendence as an internal Iraqi affair.835 Such discourse was interpreted by many as support by 

Turkey for the KRG’s independence. In February 2017, Masoud Barzani was received by Turk-

ish leaders with a state ceremony like a head of state by raising the flag of Kurdistan alongside 

a Turkish flag.836  

 
Conversely, when Kurds moved towards the independence referendum, Turkey took the 

reverse stance towards the Kurdish referendum. The Turkish Ministry of Foreign Affairs 

(MFA) issued a statement declaring the decision to hold the independence referendum as a 

‘grave mistake.’837 Turkey was against the Iraqi Kurdish referendum because it opposes the 

creation of a sovereign Kurdish state in its region that could threaten Turkey’s national security 

and territorial integrity due to its own large Kurdish population. The territorial integrity and 

stability of Iraq is essential for Turkish leaders. Furthermore, Turkish Energy Minister Berat 

Albayrak warned that the referendum would damage Turkish-Kurdish energy cooperation.838 

Nevertheless, Turkish Foreign Minister Mevlut Cavusoglu later announced that despite the 

Kurdish referendum on independence is ‘not a good idea,’ Turkey’s trade (including in energy 

trade with the KRG has nothing to do with the referendum.839 Turkey’s restrained position 

 
834 Serkan Demirtas, ‘New Turkey, New Iraq in New Middle East’, Hürriyet Daily News, 9 July 2014, 
https://www.hurriyetdailynews.com/opinion/serkan-demirtas/new-turkey-new-iraq-in-new-middle-east-68848. 
835 Galip Dalay, ‘After the Kurdish Independence Referendum’, Foreign Affairs, 2 October 2017, 
https://www.foreignaffairs.com/articles/middle-east/2017-10-02/after-kurdish-independence-referendum. 
836 Suraj Sharma, ‘An Iraqi Kurd Flag Flies in Istanbul, and May Help Erdogan Win Power Poll’, Middle East 
Eye, 13 March 2017, https://www.middleeasteye.net/news/iraqi-kurd-flag-flies-istanbul-and-may-help-erdogan-
win-power-poll; ‘MHP Leader: Kurdistan Flag Flying next to Turkish Flag Is a “Disgrace”’, Rudaw, 28 Febru-
ary 2017, https://webcache.googleusercontent.com/search?q=cache:ffZHhyGOF-
wAJ:https://www.rudaw.net/english/middleeast/turkey/28022017-amp+&cd=3&hl=en&ct=clnk&gl=iq&cli-
ent=safari. 
837 ‘Turkey’s Key Security Meeting Ends, Statement Says Iraqi Kurdish Referendum Illegitimate, Unaccepta-
ble’, Hürriyet Daily News, 22 September 2017, https://www.hurriyetdailynews.com/turkeys-key-security-meet-
ing-ends-statement-says-iraqi-kurdish-referendum-illegitimate-unacceptable-118306. 
838 ‘Referendum Will Harm Ankara-Erbil Energy Cooperation, Turkish Minister’, Rudaw, 8 October 2017, 
https://www.rudaw.net/english/middleeast/turkey/100820171. 
839 ‘Turkey Won’t Close Border after Kurdistan Referendum: FM’, Rudaw, 23 August 2017, 
https://www.rudaw.net/english/kurdistan/230820175. 
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toward the early process of the referendum created an impression in the minds of the KRG 

officials that Turkey would not strongly oppose the idea of the Kurdish independence. Regard-

ing speculation on military attacks by neighbours, Nechirvan Barzani noted that the military 

option is not possible since they have ‘strategic interests’ in the region and stated:  
 
Turkey is free to do whatever it wants to do within its own boundaries. So is Iran. 
But if it is expected that they will come and use military means against a referen-
dum being held in Kurdistan – it is impossible. They will not do such things, be-
cause it is not in their interest.840 
 

This demonstrated that the Kurdish leadership believed that the Turkish energy interests in the 

region pushed Erdogan to accept the new reality once the KRG declared the independence 

referendum, attempting to gain official recognition or international legal sovereignty. In other 

words, it is argued that ‘The Kurds hope … that Turkey’s thirst for oil and gas will align with 

their own thirst for statehood.’841 Nevertheless, when the KRG held the independence referen-

dum on 25 September 2017, Erdogan threatened the KRG by stating, ‘Where will the KRG sell 

or send its oil from now on? The valve is in our hands. The minute we turn it off, there is 

nothing else to do.’842 On September 26, he also stated, ‘Once we put our sanctions in place, 

you’ll be out in the cold … If we turn off the [crude oil] valve, it’s over. If trucks do not take 

stuff to northern Iraq, they won’t find food or clothing.’843 This demonstrates that how Turkey 

has used the KRG’s dependency on the transit pipeline, carrying Kurdish oil to the Turkish 

port of Ceyhan, to influence the KRG’s domestic affairs.  

 
Although the Kurdish leadership speculated that energy cooperation between Erbil and 

Ankara had built some interdependence, which would make Ankara take a more measured 

response to the KRG referendum, Ankara enforced some economic and political sanctions on 

the KRG. Such sanctions included halting all Turkish flights to Erbil and Sulaymaniyah, joint 

military drills by Turkey and Iran along with Iraqi troops to blockade their shared borders with 

the Kurdish region, ceasing Turkish military training for the Peshmerga forces and banning 

Rudaw, an Iraqi Kurdish television channel, from Turkish airwaves.844 Additionally, Turkey 

 
840 Cited in ‘UPDATED: PM Barzani: Military Attack on Kurdistan Is “Impossible”’, Rudaw, 20 September 
2017, https://www.rudaw.net/english/kurdistan/200920176. 
841 ‘Iraq and the Kurds’, ii. 
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one night’, BBC News Türkçe, 25 September 2017, https://www.bbc.com/turkce/haberler-dunya-41383662. 
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Policy 25, no. 1 (March 2018): 99, https://doi.org/10.1111/mepo.12327. 
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claimed that henceforth it would regard the federal government as the exclusive legitimate 

authority in Iraq and negotiate directly with Baghdad for borders, airports, and energy.845 They 

also planned to open a new border crossing at Ovakoy, locating approximately 12 kilometres 

southwest from the main Ibrahim Khalil border crossing between the KRG and Turkey, to 

isolate the KRG.846 Despite Erdogan’s threat to close the Kurdish oil pipeline and Turkey’s 

borders with the KRG, Turkey neither cut off the pipeline and nor closed its borders with the 

KRG ‘for even one hour.’847 Turkey’s response to the KRG referendum was limited mainly 

due to its economic interests, particularly energy trade.  

 
The referendum, moreover, negatively influenced their trade relations as well as energy 

trade. In the first half of 2017, the Kurdish oil export to Turkey via pipeline was 95,812,755 

bbls (barrel of crude oil). In the second half of 2017, it was 81,548,972 bbls. It reached to 

28,337,999 bbls in the first quarter of 2018.848 Although the KRG’s oil revenue declined, it 

also meant that Turkey collected less in pipeline transit fees. Furthermore, according to Tur-

key’s ministry of trade, Turkey’s exports to the KRG declined from $7.6 billion to $6.7 billion 

between January-October 2017 and between January-October 2018.849 Moreover, Turkey may 

have harmed its economy more by closing the Kurdish oil pipeline because it resulted in a 

serious loss of transit fees and access to cheap oil. It would have also damaged Turkey’s goal 

of becoming a stable transit route for exporting energy from the Middle East and Russia to 

Europe. One day after Erdogan’s initial threats towards the KRG, Turkey’s Economy Minister 

Nihat Zeybekci on 27 September 2017 claimed that the KRG’s independence referendum 

should not impact the trade relations between Turkey and the KRG and that their trade relations 

would remain ‘business as usual.’850 This validates that while energy creates cooperation 
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between Turkey and the KRG, for Turkey, its energy engagement with the KRG is about stra-

tegic and geopolitical advantages rather than its sympathy or support for self-determination of 

Kurds in Iraq. In other words, any attempt by the KRG to gain its international legal sovereignty 

seems to be where Turkey’s support for the KRG reaches its limits. Turkey currently wants the 

KRG to remain nothing more than a de facto state. Turkey benefits from a KRG with limited 

sovereignty because it uses the energy engagement with the KRG as a leverage against the 

Iraqi government.  

 
The overestimation by the KRG was that its energy diplomacy was effective for gaining 

the Turkish support for independence. Despite the fact that Turkey’s negative position towards 

the referendum weakened the KRG’s sovereignty, it did not unilaterally push the KRG to the 

extent of being reintegrated into the parent state due to their mutual economic and geostrategic 

interests. Meanwhile, Turkey did not prevent the attempts by the parent state and other foreign 

actors to forcefully reintegrate the KRG into the parent state. Although Erbil and Ankara 

strived to restore their relations in the aftermath of the referendum, their relations particularly 

their political relations have not returned to their pre-independence referendum state. The 

Kurdish leadership understands the importance of Turkey for the survival of the Kurdish de 

facto state including its energy sector since it is a landlocked de facto state. In July 2018, 

Nechirvan Barzani, accompanied by KRG spokesperson Safeen Dizayee, attended the inaugu-

ration ceremony of Tayyip Erdoğan, who was elected President for a second term. While Diza-

yee described Barzani’s attendance as ‘meaningful,’ he desired that their bilateral ties would 

exceed just economic and energy relations, ‘so that we can restore our relations based on poli-

tics and mutual interests.’851  

 
Furthermore, the Kurdistan Region is too crucial economically for Turkey to turn a blind 

eye. In October 2018, Turkey’s pro-government Daily Sabah newspaper reported that Turkey 

would ‘undertake the lion’s share of infrastructure projects in northern Iraq.’852 In April 2019, 

Cavusoglu also visited Erbil after Baghdad and Basra, met Nechirvan Barzani and Intelligence 

Chief Masrour Barzani and Deputy Prime Minister Qubad Talabani and briefly discussed 
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energy with them.853 However, Turkish-Kurdish military, security and political relations have 

not yet returned to pre-referendum heights. As Mutlu Çiviroğlu, a Syrian and Kurdish affairs 

analyst, states, ‘The referendum in the mindset of Turkish leaders was a betrayal by Barzani, 

and Iraqi Kurds generally, so maybe political relations will never be as good as before.’854 

Similarly, Kamuran Mantik emphasized that:   
 
I don’t think there is a problem between Turkey and the Kurdistan region. Turkey 
has already monopolized this region. Moreover, existing commercial and economic 
relations did not change much after the referendum. Turkey did not close the gates. 
The only change is political. Kurdish leaders thought Turkey would not react to the 
referendum, but this didn’t happen. Turkey made deals with regional powers and 
made the referendum useless. Otherwise, existing economic relations continue as 
always.855 
 

Regarding to security and military matters in the post referendum era, Turkey does not respect 

the KRG’s sovereignty, particularly interdependence sovereignty. Turkish forces have begun 

offensive military operations against alleged positions of the PKK in the Kurdistan Region in 

early 2018. Turkish troops, with the support of artillery and airstrikes, advanced 40 km into the 

mountainous border area in the KR.856 Lasty, it became apparent for Kurdish policymakers that 

Turkey’s energy engagement with the Kurdish de facto state is built on the strategy of ‘engage-

ment without recognition.’ 

5.3 The U.S. 

5.3.1 KRG’s unilateral exploitation of energy: division in Washington 

The Kurdish leadership has used oil as a foreign policy instrument in its strategies of using 

earned sovereignty and attracting great-power support such as the United States by attracting 

its powerful oil companies to secure political support and physical protection. Prior to the end 

of the Saddam Hussein era, the Kurdish leadership knew the importance of the U.S. and its 

international oil companies for the continuous economic, military and political survival of the 

Kurdish de facto state. Delshad Shaban, former deputy head of the oil and gas committee in 
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the Kurdish parliament, claimed, ‘The people [Kurdish policymakers] that were involved in 

setting up the oil sector here in the late 1990s were meeting regularly with the Americans and 

the British. They were all trying to figure out how to best bring in international oil companies 

to a region that lacked infrastructure and a formal process.’857 To attract the IOCs from the 

U.S. in the post-Saddam regime, the KRG signed a lucrative PSA contract with Hunt Oil in 

September 2007. Hunt Oil’s CEO, Ray Hunt, was a major fundraiser and advisor to President 

George W. Bush. Thus, the Kurdish leadership interpreted the deal as tacit approval from the 

Bush administration since it was seen as the largest company to sign a PSA with the Kurdish 

de facto state at this particular time.858  

 
In fact, the administration in Washington was split regarding Hunt’s PSA contract with 

the KRG. On the one hand, in a letter to the US Secretary of State Condoleezza Rice the Chair-

person of the Committee, Henry A. Waxman noted, ‘The Hunt Oil contract with the Kurdistan 

Regional Government was controversial and complicated the efforts to enact a national oil law 

for Iraq … A senior State Department official wrote the Committee that to the extent State 

Department officials were aware of the negotiations they sought to dissuade Hunt Oil from 

entering the contract because ‘signature of such contract would needlessly elevate tensions.’859 

On the other hand, a Commerce Department official who met with Hunt Oil representatives in 

the Kurdistan Region offered them further support and wished them ‘a fruitful visit to Kurdi-

stan.’ Five days after the announcement of the Hunt Oil contract, a State Department official 

contacted Hunt Oil to describe another ‘good opportunity for Hunt.’ A Hunt Oil official for-

warded the State Department e-mail to Ray Hunt: ‘This is really good for us ... I find it a huge 

compliment that he is ‘tipping’ us off about this ... This is a lucky break.’860 Although the deal 

caused a controversy in Washington, it was not cancelled. It seemed the U.S. did not have a 

clear energy policy towards Iraq. However, in a statement in late 2010 during the Obama ad-

ministration, after Marathon Oil signed a contract with the KRG, the U.S. Embassy in Baghdad 

stated, ‘We have encouraged all companies, including Marathon, to refrain from signing deals 

with the KRG independent of the central government’s approval. We have consistently advised 

companies of the significant legal and financial risks they may incur by signing contracts with 
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any party independent of the central government’s approval.’861 The US government’s official 

position appeared to support the federal Iraqi authorities over the control of natural resources. 

This did not stop the KRG attracting larger oil companies from the U.S. to the KR.  

5.3.2 KRG’s energy diplomacy: inviting giant American oil corporations 

The Kurdish policymakers attempted not only to guarantee income and the survival of its au-

tonomy, but also to demonstrate earned sovereignty. The strategy of demonstrating earned sov-

ereignty played a role in attracting IOCs, especially large companies, by demonstrating the 

KRG as having a media-savvy, liberal and investor-friendly policy and industry-favoured 

PSAs. The KRG is willing to avoid demanding IOCs to meet their fiscal demands or taxes even 

at the cost of losing money because having the IOCs on the KRG’s side could help the latter 

maintain its sovereignty at other levels (I explain the role of IOCs in more detail later in the 

chapter ).862 In contrast, the parent state’s insecurity, corruption, bureaucracy and unattractive 

oil contracts discouraged foreign investment, particularly in the oil sector. Ali Khedery, 

Exxon’s senior adviser for the Middle East, as a member of the small Exxon team who briefed 

CEO Rex Tillerson regarding why the company should invest in the KRG’s energy sector, said:  
 
I told him [Tillerson] everything I thought would happen in Iraq. I said that if you 
want to manage risk, then the last place you want to be is in Baghdad or southern 
Iraq. [Those zones, he warned, were filled with Shi’ite militias, who had killed and 
maimed thousands of American troops, as well] as neo-Baathist insurgents, al 
Qaeda sleeper cells, and Iranian Revolutionary Guards. [He pointed instead to Kur-
distan, which was] more peaceful, more predictable, and overwhelmingly pro- 
American.863 
 

To further legitimize the KRG’s oil contracts, it wooed large companies. Based on an interview 

with the ICG, an oil expert put it, ‘Ashti Hawrami does not want small companies in the Kurd-

ish region right now. He wants more experienced companies. He wants to create facts on the 

ground.’864 The role of large companies is perhaps more important for the KRG’s political 

clout. In spite of threats from the parent state to blacklist it and expel it from West Qurna, a 
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liament Session: 5/10/2020/ Section 3]’. 
863 Dmitry Zhdannikov, Isabel Coles, and Ned Parker, ‘Special Report: How Exxon Helped Make Iraqi Kurdi-
stan’, Reuters, 3 December 2014, https://www.reuters.com/article/us-mideast-crisis-kurdistan-specialrepor-
idUKKCN0JH18720141203. 
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giant oilfield, Exxon signed a PSA deal with the KRG in 2011. The deal was seen as a ‘vote of 

confidence and legitimacy’ for the KRG’s energy policy.865 The Exxon deal also paved the 

way for other larger oil companies such as Total, Chevron, Gazprom and Rosneft to sign PSAs 

with the KRG. Furthermore, while Exxon is a private and independent corporation, it operates 

as a ‘corporate state within the American state.’866 Exxon has an independent foreign policy 

and often its interests parallel those of the US. Often their interests come into conflict with the 

US. Sometimes they attempt to keep the distance.867 Moreover, Exxon directs and forms US 

foreign policy through lobbying.868 Therefore, the KRG, based on its energy deal with the 

Exxon, tries to wield Exxon’s relations with the U.S. government to advance the Kurdish cause. 

The prominence of the Exxon deal with the KR was more than an economic matter as Masoud 

Barzani described how the Exxon deal could offer physical protection for the region and stated 

in 2012:  
 
When I went to the United States, [Exxon] wanted to see me, and I met the presi-
dent of the company and other people and they said they are committed to [the 
contract] they signed with the Kurdistan region,’ Barzani recalled. ‘If ExxonMobil 
came, it would be equal to 10 American military divisions. They will defend the 
area if their interests are there.869 
 

Additionally, Barzani stated that the entity would be substantially shielded globally due to the 

presence of IOCs since powerful people are connected to such businesses. They would protect 

the entity to protect their own interests.870 The KRG president’s Article 140 envoy, Qader Aziz, 

similarly stated, ‘They [Kurdish leaders] believe that if big companies come to Kurdistan, they 

will protect the region, because they are supported by big countries.’871 In other words, this 

policy would enable the KRG to ensure the consolidation of its sovereignty. To illustrate, when 

ISIS attacked some areas near Erbil in 2014, U.S. airstrikes stopped the ISIS advance towards 

Erbil. Steve Coll states that the US airstrikes were ‘effectively the defense of an undeclared 

Kurdish oil state.’872 Although multiple motivations pushed the U.S. to carry out airstrikes 
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against ISIS near Erbil, protecting the largest American oil companies in the KR certainly 

played a major role. As Abdul Rahman points out:  
 
Without the IOCs, we would not have an oil sector … They have poured capital 
into Kurdistan, they have people on the ground, they need to secure all of that. 
Many of these companies end up almost as ambassadors for Kurdistan … Knowing 
that there are American companies invested in Kurdistan, there are American na-
tionals working in Kurdistan means that the United States is more concerned about 
the security of the Kurdistan Region, for many reasons. One of them is this, another 
is defeating ISIS as a global terrorist organization, the other is pushing back on the 
militias … Bringing European and American investors into Kurdistan is one of the 
ways of securing our region.873  
 

In addition to the security concerns, the IOCs including Americans played a role in the process 

of building a de facto state in the KR. The IOCs, for instance, invested $25.5 billion in the 

KR’s oil and gas infrastructure, $20.5 billion spent on international services and $5billion on 

locally provided services until 2016.874 

 
The Kurdish policymakers of the KRG made attempts to lure American companies into 

disputed territories in order to extend their existing sovereignty by incorporating them into the 

Kurdish region. For instance, when Hawrami was asked about the presence of Hunt’s PSA 

contracts within disputed territories, he stated, ‘It is within Kurdistan … We are administering, 

we have elections, we have everything which is run from Kurdistan. What are you talking 

about? We have everything contracted by Kurdistan, within Kurdistan.’875 Through elections, 

appointing civil servants, its security forces and inviting oil companies, the KRG may have 

created facts on the ground that strengthen its sovereignty and Kurdish claims to the disputed 

territories as well as the oil and gas available in the area. As Hiltermann notes, ‘The Kurds are 

taking unilateral steps to incorporate these areas, and they’re using companies such as Exxon, 

who are willing to be used, in order to further that goal.’876 In other words, the Kurdish policy-

makers aimed to add such areas to a new Kurdish state once they declared independence.    
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5.3.3 Role of KRG’s energy instrument in the strategy of using earned sovereignty and 
the strategy of ensuring American support 

KRG’s policymakers relied on the strategy of using earned sovereignty and the strategy of 

ensuring great-power support, such as the U.S., to gain support for recognition in a quest for 

statehood. Following the collapse of the Iraqi army in almost entirely Sunni areas due to the 

advance of ISIS in June 2014, the Kurdish forces made important territorial gains and con-

trolled most of the disputed territories, including Kirkuk. The advance of ISIS made prospects 

for Kurdish independence stronger than ever. As Masoud Barzani said, ‘From now on, we 

won’t hide that that’s our goal [independence]. Iraq is effectively partitioned now. Are we 

supposed to stay in this tragic situation the country’s living? It’s not me who will decide on 

independence. It’s the people. We’ll hold a referendum and it’s a matter of months.’877 Instead 

of taking advantage of the parent state’s weakness against ISIS at the start of the war and mov-

ing to towards a referendum, the KRG made efforts to demonstrate its earned sovereignty by 

acting as the main partner in fighting ISIS. The Kurdish leadership, by prioritizing the war on 

the terrorists, aimed to achieve American political support and its protection in the future. As 

requested by the U.S., the KRG decided to delay the referendum until the defeat of ISIS.878 As 

maintained by Barzani, the Kurdish policymakers believed that the US may respect the Kurdish 

aspiration for independence in exchange for their decision to delay the referendum and to con-

centrate on the fight against the ISIS. Barzani further elucidates that the KRG was ‘hoping that 

such action will be remembered … [and the KRG’s] brave struggle would have been appreci-

ated by the international community.’879  

 
In addition to the KRG’s potential contribution to the security of the region, Kurdish 

policymakers also relied on the strategy of attracting great-power support through the use of 

oil as a foreign policy instrument to gain the political support of United states, whose oil com-

panies operated in the Kurdish energy sector, for a possible sovereign Kurdish state. They be-

lieved that the presence of American companies such as Exxon served as a form of insurance 

for Kurdistan as the U.S. protected the region when ISIS advanced into the Exxon oil fields in 

the KR in 2014.880 They expected the same American protection for future threat against the 
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Kurdish de facto state as Karwan Zebari, the former Kurdish government spokesman in the 

United States, argued that ‘it’s got to happen now. It’s got to happen yesterday.’881 The Kurdish 

leadership also believed that the insurance policy, through the presence of American companies 

in the region, would deter the parent state and other neighbouring countries from taking puni-

tive measures against the entity once they declare independence. Furthermore, it is believed 

that international oil companies have close links with their home governments as they directly 

or indirectly influence the foreign policy of their own governments. Thus, the Kurdish leader-

ship hoped that giant IOCs would gradually become the best supporters of Kurds in their cap-

itals to advance the Kurdish case. The independence referendum put such two strategies to a 

serious test. 

5.3.4 The independence referendum: Kurdish policymakers’ overestimation of its en-

ergy diplomacy with the U.S. 

The way that the Americans dealt with the KRG before, during, and after the referendum, 

demonstrates how the Kurdish policymakers overestimated two such strategies. In the first 

phase, when the KRG decided to conduct an independence referendum, the U.S. urged the 

KRG to cancel the referendum and to commit to the integrity of Iraq. The U.S. revealed its 

opposition to the referendum in a statement and emphasized that ‘The United States strongly 

opposes the Iraqi Kurdistan Regional Government’s referendum on independence, planned for 

September 25. All of Iraq’s neighbours, and virtually the entire international community, also 

oppose this referendum … If this referendum is conducted, it is highly unlikely that there will 

be negotiations with Baghdad, and the above international offer of support for negotiations will 

be foreclosed.’882 However, many Kurdish leaders did not take such warnings seriously. The 

Kurdish leadership’s perception was that the American stance would alter after the referendum. 

Furthermore, the U.S. was also concerned over the oil rich disputed areas and warned, ‘The 

decision to hold the referendum in disputed areas is especially de-stabilizing, raising tensions 

which ISIS and other extremist groups are now seeking to exploit. The status of disputed areas 

and their boundaries must be resolved through dialogue, in accordance with Iraq’s constitution, 

not by unilateral action or force.’883 This reveals American concerns over how the referendum 
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would affect the disputed territories that had been under de facto control of the KRG armed 

forces since 2014. In other words, the U.S. did not support the KRG extending its sovereignty 

to these areas through a referendum.  

 
The second phase commenced directly after the KRG held the referendum and carried 

on until the parent state seized full control of the disputed territories, including the Kirkuk oil 

fields. On the day that the KRG held the referendum, Iraq’s parliament meanwhile requested 

Prime Minister Haider al-Abadi to deploy troops to the oil-rich region of Kirkuk and other 

disputed areas held by Kurdish forces.884 On September 27, the parent state informed foreign 

airline companies to suspend all public flights to the Kurdish regions from the following Friday 

‘until further notice.’885 Additionally, Erbil and Baghdad were testing the American reaction 

to such measures taken by Iraq in retaliation against the referendum. On 29 September 2017, 

Secretary of State Rex Tillerson explained his country’s perspective on the referendum in a 

statement and emphasized, ‘The United States does not recognize the Kurdistan Regional Gov-

ernment’s unilateral referendum held on Monday. The vote and the results lack legitimacy and 

we continue to support a united, federal, democratic and prosperous Iraq … We urge Iraqi 

Kurdish authorities to respect the constitutionally-mandated role of the central government … 

The United States asks all parties, including Iraq’s neighbours, to reject unilateral actions and 

the use of force.’886 But Tillerson’s sharp statement indicated that the United States, despite 

the interest of American oil companies in the region and its strong partnership with Kurds in 

the fight against the ISIS, would not offer any military and political support.  

 
Not only the U.S., but also other Western countries were not ready to offer any support. 

Bernard-Henri Levy, one of Barzani’s advisers for the independence referendum and who was 

in Erbil at the time, recollects that ‘on the evening of Sept. 26 [2017] … I watch and listen as 

Prime Minister Nechirvan Barzani makes calls to some Western capitals, where no one seems 

to be answering the phone.’887 The deafening silence from the U.S. and the international 
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community encouraged the parent state to cooperate with Iran and Turkey in its attempt to 

contain the sovereignty of the KRG. While the PMF and the Iraqi armies were ready to advance 

towards disputed areas and Kirkuk on 16 October 2017, the State Department statement issued 

on 16 October 2017 called on ‘all parties to coordinate military activities and restore calm … 

We support the peaceful exercise of joint administration … in all disputed areas. We are work-

ing with officials … to reduce tensions, avoid further clashes, and encourage dialogue.’888 This 

indicates that the U.S. supported restoring the authority of the parent state within disputed ter-

ritories and the KRG should not oppose to these operations. Iraq claimed full control of Kirkuk 

province on 20 October and other disputed territories within a week (See Figure 7).  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 7. The area controlled by the KRG after October 2017. Source: AFP, ‘Territorial rivalries and oil in 
northern Iraq,’ 2018.   
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Despite of the existence of American troops in the area, the U.S. did not use its influ-

ence to prevent operations of Iraqi armies in the disputed areas. U.S. President Donald Trump 

stated, ‘We don’t like the fact that they’re clashing, but we’re not taking sides.’889 Actually, 

‘not taking sides’ can be interpreted as the U.S. accepted attacks of Iraqi armies against the 

Kurds. Not only did the U.S. allow the PMF and the Iraqi armies to use American military 

equipment, but it also tolerated the Iranian Revolutionary Guards to play a key role in waging 

offensive war against the Kurdish forces.890 On 7 November 2017, Barzani said that ‘[The Iraqi 

military] operation to control Kirkuk was led by the Iranians with the knowledge and approval 

of the US.’891 Furthermore, the independence referendum was against Washington’s strategic 

interests. The silence from the U.S. on the referendum showed that the KRG’s strategy of en-

suring great power support and the strategy of using earned sovereignty failed to secure inter-

national recognition.  

 
Regarding the strategy of ensuring American support on the basis of attracting Ameri-

can oil companies to the region and tying Kurdish security to their interests, the insurance 

policy during the referendum did not work because the U.S. decided not to interfere at the time 

when Iraqi armed forces were advancing towards Kurdish positions. Therefore, Barzani and 

other KRG leaders were surprised when they realized the U.S. had sided with parent state and 

allowed the use of weapons to kill Kurdish forces by ‘certain people who are on America’s list 

of terrorists,’ as described by Barzani.892 This demonstrates how the strategy of ensuring Amer-

ican support or the insurance policy was overestimated by the Kurdish leaders. The 2017 ref-

erendum revealed that the KRG’s insurance policy for independence was a failure. In an inter-

view with Wahab, he discussed: 
 
Just because you have oil, it does not mean that the world is going to support your 
political wishes and desires. I think the Kurdish leaders established the KRG’s oil 
and gas industry in 2005 with a mentality of 1975. But the global market, the global 
significance, the global geopolitical significance of oil has significantly reduced 
has been significantly reduced and gone down in the 21st century.893 
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The referendum also indicates that oil does not lead to sovereignty. Similarly, Ahmed 

Mufti, in an interview with the author, notes, ‘The independence is something more or 

beyond oil.’894  Mills also claims that while the US and Turkey were very interested in 

the KRG’s energy sector, this was inadequate for them to support the Kurdish independ-

ence.895 In other words, the role of oil in the dual strategy has limited effects. 

 
With respect to the strategy of using earned sovereignty, the Kurdish leadership thought 

the U.S., as well as the international community, would reward the Kurds for contributing to 

regional stability by fighting against ISIS, by recognizing the Kurdish desire for the independ-

ence in the referendum. However, the American reaction of choosing to remain silent to the 

Kurdish referendum revealed the overestimation of this strategy. In his resignation speech on 

29 October 2017, Barzani stated that he thought that the Kurdish essential role in the fight 

against ISIS ‘would have been appreciated by the international community [as well as the U.S., 

but] they once again showed the world that the people of Kurdistan have no friends but the 

mountains.’896 This would undermine further KRG’s investment in ‘earned sovereignty.’ 

Moreover, the American stance during the referendum would push Erbil to reappraise its rela-

tionship with Washington.897  

 
The final phase of the American policy towards the referendum began after Iraqi forces 

controlled all disputed territories. After 20 October 2017, the Iraqi army and PMF headed to-

wards Erbil province and the vital oil export point of Fishkhabur to end KRG’s domestic, West-

phalian and interdependence sovereignty. Their advance towards the capital was stopped by 

the Kurdish forces around the town of Altun Kupri, only 50 kilometres south of Erbil.898 At 

this moment, the American State Department for the first time showed its concern over their 

violent conflict and urged ‘the central government to calm the situation by limiting federal 

forces’ movements in disputed areas to only those coordinated with the Kurdistan Regional 

Government.’899 With regard to the parent state’s intention to end the Kurdish entity, the State 

Department stressed the American commitment ‘to the Kurdistan Regional Government as an 
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integral component of the country.’900 In other words, the U.S. would prevent the KRG’s rein-

tegration into the parent state. Abdul Rahman emphasises that when the Peshmerga fought and 

the militias or PMF were using Abraham tanks against Peshmerga, ‘America was forced to put 

its foot down with Prime Minister Abadi on his actions and intentions’901 Meanwhile, the U.S. 

seeks a Kurdish entity to limit their actions to an extent that presents no threat to Iraqi integrity 

and American interests in the Middle East.  

5.4 Russia  

The Kurdish leadership has also used oil as a foreign policy instrument to diversify support 

from great powers. The oil and gas factor has played an important role for the Kurdish leader-

ship in attracting the great-power support of Russia. Since 1946 the Soviet Union made at-

tempts to increase its leverage on oil politics in Iraq when Joseph Stalin once mentioned that 

‘Kurdistan is floating in a sea of oil.’902 In other words, Mustafa Barzani would help Moscow 

to access Iraqi and Kurdish oil. Furthermore, Russia’s relationship with the KRG has strength-

ened considerably in the post-Saddam regime. The Kremlin’s formal diplomatic relationship 

with Erbil commenced in November 2007 when Russia opened a consulate general in Erbil. At 

this early stage, the KRG was reluctant to sign energy contracts with Russia due to its close tie 

with the U.S. and pressure from the U.S., UK and Turkey, worrying that Russian contracts with 

the KRG would encourage the creation of an independent Kurdish state. However, external 

influence did not prevent the KRG from signing energy deals with Russia. Thus, the Russian 

energy company Gazprom signed a PSA contract with the KRG in 2012.903 This strengthened 

the Russia–KRG partnership further. In 2013, former President Barzani met with Russian Pres-

ident Vladimir Putin and Gazprom CEO Alexey Miller in Moscow to further enhance their 

energy relations.  

5.4.1 The role of KRG’s energy diplomacy in diversifying great-power supports: Russia 
and Rosneft 

The KRG’s policymakers have diversified the great-power support in a search for new great-

power support for Russia by signing energy deals with Russian energy company Rosneft. In 
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other words, the Kurds do not ‘have all their eggs in one basket, the United States and the 

West,’ by inviting Russian oil companies into the KR.904 Several other factors such as the lack 

of a clear U.S. strategy in the Middle East and the reduction of activities of leading American 

oil firms such as ExxonMobil and Chevron in the KRG’s energy sector in 2015 (due to geo-

logical and contractual concerns) pushed the KRG towards Russia.905 A senior source in Erbil 

said that ‘Moscow has been effectively filling the gap as the United States has been pulling 

back from Iraq.’906 To save itself from bankruptcy in March 2016, Erbil offered key oil assets 

to Ankara in return for $5bn in debt forgiveness and cash.907 While such oil deals were also 

proposed to American companies, Turks and Americans seemed hesitant to accept the offers.908  

 
The role of Russia as a great power was important for the KRG in ensuring its military, 

political and economic survival, obtaining Russian investment, trade and loans, exhibiting its 

ability to engage in foreign relations with Russia and increasing recognition and consolidation 

of the KRG’s sovereignty. To mitigate its economic crisis dating back to 2014, develop ‘new 

markets worldwide for Kurdish crude oil’ and fund its fight against ISIS, the KRG signed PSA 

deals with Rosneft in February 2017.909 Although Gazprom and Lukoil initially invested in the 

KRG’s oil industry, Rosneft quickly appeared as the main player. In contrast to the Turks and 

Americans, Rosneft as a dominant player lent $3.5bn to the KRG between 2016-2018, includ-

ing $400m to develop five exploration blocks, $1.8bn for control over a major stake in the 

KRG’s oil export pipeline and a $1.2bn loan in advance on crude purchases.910 That cash in-

jection, in the form of investment, trade and loans, was crucial not only for the KRG’s survival, 

but also for the legitimacy of the energy sector at a vulnerable time.  

 
Furthermore, the main target of the Rosneft investments in the Kurdish region is about 

gas. An official from the KRG’s ministry of national resources states that Rosneft’s 

 
904 Mohtadi, interview. 
905 Anna Borshchevskaya and Bilal Wahab, ‘In Search of a New Patron, the KRG Turns Back to Moscow’, The 
Washington Institute, 14 June 2018, https://www.washingtoninstitute.org/policy-analysis/search-new-patron-
krg-turns-back-moscow. 
906 Cited in Dmitry Zhdannikov, ‘Russia Becomes Iraq Kurds’ Top Funder, Quiet about Independence Vote’, 
Reuters, 20 September 2017, https://www.reuters.com/article/us-mideast-crisis-kurds-referendum-russi-
idUSKCN1BV1IH. 
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909 ‘Rosneft and the Kurdistan Regional Government of Iraq Signed an Offtake Contract’, Rosneft, 21 February 
2017, https://www.rosneft.com/press/releases/item/185769/. 
910 Henry Foy, ‘Rosneft’s Iraqi Kurdistan Oil and Gas Play Angers Baghdad’, Financial Times, 30 October 
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engagement in the Kurdish energy sector ‘is about gas, not oil.’911 On September 18, the KRG 

and Rosneft formalized their commitment to build the Kurdish gas pipeline for domestic needs 

and then export to international markets such as Turkey and the European Union (EU). Rosneft 

would invest more than $1 billion to build the gas pipeline, which can export 30 billion cubic 

meters of natural gas annually, apart from supplying domestic consumers. The pipeline was 

planned to be built in 2019 for the Kurdish domestic market with the export to the international 

market commencing in 2020.912 The announcement of the Rosneft deals prior to the Kurdistan 

referendum on 25 September 2017 boosted the Kurdish energy sector, especially after Exx-

onMobil had pulled out of half of the six exploration blocks in the Kurdistan Region in 2016. 

In 2019, Rosneft’s investment in the KR was more than 4 billion dollars, passing the United 

States as the biggest foreign investor. However, the heavy involvement of Rosneft in the KRG 

energy sector may risk the future of the KRG’s energy relations with the U.S. and also the 

EU.913 

 
The Kurdish leadership’s desire to attract Russia, particularly Rosneft, encompasses 

not only economic, but also political dimensions. Russia remained neutral towards the KRG 

referendum despite a sharp opposition from most regional and international actors, including 

the KRG’s close allies such as the U.S. and the UK. Russia as the only major power that refused 

to urge Kurds to cancel a referendum on independence.914 Although the Kremlin declares that 

it supports Iraq’s territorial integrity, it recognizes the aspirations of the Kurds for a sovereign 

state. As Foreign Minister Sergei Lavrov said, ‘We are interested that the Kurdish people like 

any other nation on the planet can fulfil its hopes and aspirations. We start from the fact that 

the legitimate aspirations of the Kurds, like other peoples, need to be fulfilled within the frame-

work of existing international legal norms.’915 On 18 September 2017, just a week before the 

independence referendum, the KRG and Rosneft announced their signed contract to build a gas 

export pipeline, worth $1bn. This deal was perceived as unofficial Russian support for the KRG 

referendum and meanwhile gave enough confidence to the Kurdish leadership to hold the ref-

erendum on September 25. After the KRG referendum and Erdogan’s threat to close the Kurd-

ish oil pipeline, Putin indirectly warned Erdogan not to close the pipeline. On 4 October 2017, 
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Putin stated that his country was ‘exercising a policy of non-interference and using cautious 

rhetoric after the independence referendum in Iraq’s Kurdistan in order not to explode the sit-

uation in the region.’ He also added that, ‘it was in no-one’s interest to cut off oil supplies from 

Iraq’s Kurdistan.’916 In other words, Russia, largely due to the presence of Rosneft, protected 

the Kurdish de facto state in order to protect its long-term strategic interests.  

 
The KRG, furthermore, has used Rosneft as a counterbalance against Turkey’s leverage 

over the KRG energy sector. Therefore, Russia to some extent, reduced Turkey’s leverage over 

KRG’s energy sector. It may support the KRG in any future challenges with Ankara. After the 

PMF, backed by Iranian troops, expelled Kurdish Peshmerga forces from Kirkuk city and oil 

fields, Rosneft agreed to invest another $400 million in five exploration blocks in the Kurdistan 

Region of Iraq on October 18.917 The following day, Rosneft announced that it owns 60 percent 

of the current Kurdish oil pipeline while the KAR Group owns 40 percent.918 This deal may be 

able to help the Kurds deter Baghdad from forcefully controlling the pipeline at a vulnerable 

time for the entity. Furthermore, Rosneft’s deals demonstrated Russia’s commitment to the 

Kurdistan Region during its critical situation. As a top KRG official states, ‘what saved us was 

Russia’ at this severe political and economic crisis.919 To the Kurdish leadership, ‘the presence 

of Rosneft and the Kremlin will boost the sense of security.’920 Having a support from a major 

global power like Russia consolidates the KRG’s stance in regard to commercial or land dis-

putes with the Iraqi federal government. Nevertheless, the Kurdish leadership needs to take a 

cautious approach in its longer-term relationship with Russia. Moscow has always used the 

Kurds for its own ends. It has treated Kurds in Iraq and Syria inversely. For instance, Russia 

permitted Turkey’s invasion of the Kurdish enclave of Afrin in early 2018, but Moscow also 

showed approval for Ankara’s October 2019 Operation Peace Spring offensive against Kurds 

and cooperated with Ankara to create a ‘safe zone’ in Syria.921 

 
916 Olesya Astakhova and Dmitry Solovyov, ‘Putin, on Iraqi Kurdistan, Says Moscow Handles Situation with 
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in the Kurdistan Autonomous Region’, Rosneft, 19 October 2017, https://www.rosneft.com/press/re-
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idUSKBN1CP16L. 
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 180 

5.5 Iran 

To increase its interdependence sovereignty, the KRG has made attempts to diversify its export 

routes by building an oil pipeline to Iran as an alternative to Turkey. Fuel oil and naphtha have 

been transported by truck from Kurdistan to Iran for years. This has gradually paved the way 

for building a pipeline.922 Kurdish and Iranian officials continuously discussed building an oil 

pipeline between the KRG and Iran starting in 2014.923 Several factors pushed Kurdish policy-

makers to consider an alternative export route to Iran such as the interruption of services oc-

curring on the Ceyhan pipeline by electrical and technical faults, outages on the Ceyhan pipe-

line caused by Turkish leverage over the KRG’s affairs, Turkey’s position toward ISIS, the 

resource theft, attacks of PKK and ISIS on oil infrastructure and reports of sour oil through 

Ceyhan.924  

 
Moreover, serious talks between the KRG and Iran over building the oil pipeline com-

menced in March 2016 following Turkey stopping the Kurdish oil flow to international markets 

for the political reasons. The plan was to build a 250,000-bpd pipeline to carry crude from 

Koysinjaq in Erbil to Kermanshah in Iran, a western border province populated predominantly 

by Kurds. This plan was understood as a swap deal in which Iran would receive the KRG’s 

crude oil to feed its northern refineries in Kermanshah, and the KRG would in exchange receive 

oil from Iran’s southern ports to sell it to customers in Asia.925 The project execution would 

increase the KRG’s domestic and interdependence sovereignty because it reduces its sole de-

pendency on Turkey to export its oil. However, Iran sought to bring Baghdad into the equation 

before executing the project since the approval of the Iraqi government relied on the inclusion 

of Kirkuk’s oil to the KRG’s oil export to Iran. In other words, the oil revenues should directly 

go to Baghdad rather than Erbil.926 This would undermine the entity’s domestic and Westpha-

lian sovereignty since the parent state can use revenue allocation against the KRG at any time 
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and it reveals to the international community that the KRG has no executive authority over its 

financial issues. This became a barrier for implementing this project. Iran’s key aim was to 

contain any attempt by the KRG to gain international legal sovereignty through moderate en-

ergy cooperation.   

 
Iran reacted angrily to Kurdistan’s decision to hold an independence referendum by 

suspending the oil export and import to the KRG.927 Not only the PMF, but also the elite unit 

of the Iranian Revolutionary Guards played a key role in conquering Kirkuk and the disputed 

oil fields.928 In the meantime, the Iraqi government and Iran reached an oil swap deal. In a first 

phase, Iraq would export oil up to 60,000 bpd by truck from Kirkuk to Iran. In a second phase, 

a new pipeline would be constructed between Kirkuk and Tang-e Fani in western Iran.929 How-

ever, the project has not been implemented due to several factors, namely American sanctions 

on Iran.  

5.6 Israel  

Kurdish policymakers have used oil as an instrument to achieve Israel’s political and economic 

support. Beyond the importance of Israel’s support for the KRG’s survival during political and 

economic crises, Israel has served as a main boulevard to accessing the international oil market. 

When the KRG began to export crude oil directly to world oil markets through a new pipeline 

to the Turkish port of Ceyhan, many oil traders initially refused to take risks in dealing with 

KRG crude due to its contested sovereignty. In the meantime, Israel’s private oil traders like 

Trafigura and Vitol were among the first to deal with Kurdish crude. This was crucial for the 

entity’s survival while the KRG struggled to pay civil servants’ salaries and fund its war efforts 

against ISIS after 2014.930 When the KRG was initially not able to find buyers to its first crude 

tanker, the United Leadership, it remained loaded at a port on the U.S. Gulf Coast and was later 

stuck in international waters off Morocco, Israel accepted delivery of the KRG’s second crude 

cargo, the United Emblem, despite Baghdad’s legal threats (See Figure 8).931 This helped the 

 
927 ‘Iran Bans Oil Product Transport to, from Iraq’s Kurdistan Region’, Reuters, 29 September 2017, 
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 182 

KRG not only to guarantee the first sale of oil from its independent pipeline, but also consoli-

dated the entity’s sovereignty by legitimizing the Kurdish crude in the global market. Also, 

Israeli refineries and oil firms reportedly bought 19 million barrels of Kurdish crude between 

early May and August 11, 2015 with a worth of $1billion. This satisfied 77% of Israeli national 

demand, purchasing roughly 240,000 bpd. Although the KRG publicly denied the sale of oil to 

Israel ‘directly or indirectly’ due to regional hostility towards Israel, Israeli-KRG energy rela-

tions highlight the KRG’s autonomy in its foreign policy despite Iraq’s hostility toward Is-

rael.932 Additionally, Israel became not only the KRG’s top-buyer of crude oil, but also pro-

vided a main road for Kurdish crude to access the global markets. The Israeli port in Ashkelon 

has allowed the KRG to use ship-to-ship cargo transfer in order not to be detected by radar 

satellite sensors.933 Since Israel has no any formal relation with Iraq, it is also unclear whether 

the Iraqi government could effectively fine Israel.  

 
 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

Figure 8. Details of Kurdish crude loadings from Ceyhan. Source: S&P Global Platts, ‘Kurds sell crude cargoes 
for $100 million,’ 2014 
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Israel publicly supported the KRG’s independence referendum in 2017. Israel has been 

seen as a main supporter of the Kurdish cause. Thus, a number of Israeli and Kurdish flags 

were raised in the streets of Erbil.934 In a public statement, released on 13 September 2017, 

Israeli Prime Minister Benjamin Netanyahu said Israel ‘supports the legitimate efforts of the 

Kurdish people to attain a state of its own.’935 Israel also became a buyer of Kurdish crude 

before and after the referendum. Moreover, after the Iraqi army and the PMF occupied Kirkuk 

and moved towards Erbil, Israeli officials said Netanyahu was lobbying great powers to avoid 

further setbacks to the Kurdish de facto state.936 However, being a key avenue for Kurdish 

crude to access the international oil market and a vocal support of Kurdish independence an-

tagonized regional states. For instance, Turkish President Recep Tayyip Erdogan said, ‘It made 

us sad that [Kurds] paraded Israeli flags in their hands. It shows the administration’s ties.’ He 

also asked, ‘Who will accept your independence? Israel? But the world is not constituted only 

of Israel.’937 Similarly, Iran’s Supreme Leader Ayatollah Ali Khamenei said, ‘America and 

Israel benefit from the vote ... America and foreign powers are unreliable and seek to create a 

new Israel in the region.’938 Furthermore, Hasan Nasrullah, the leader of Lebanese Hizbullah, 

labelled the referendum as ‘part of a U.S.- Israeli plot to carve up the region.’939 

5.7 Conclusion  

The Turkey–KRG energy engagement had a paradoxical consequence on the KRG’s sover-

eignty. On the one hand, the energy engagement with Turkey strengthened the KRG’s domestic 

sovereignty by reducing its political and financial dependency on the parent state. Turkey heav-

ily invested in the KR’s energy sector including its oil pipeline agreement with the KRG. Tur-

key also became as a quasi ‘financial patron’ for the KRG by offering direct financial assistance 

to the KRG in critical situations. On the other hand, the KRG’s energy engagement with Turkey 

challenged its domestic, Westphalian and interdependence sovereignty. For instance, Turkey 
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has used its energy transit corridor against the KRG at least in two occasions. The pipeline 

carrying Kurdistan oil to the Turkish port of Ceyhan was shut down in February 2016 because 

Turkish authorities wanted the KRG to stop oil trade with the Kurdish de facto state in Syria, 

Rojava. Furthermore, Turkey was against the Iraqi Kurdish referendum in 2017 and even 

threatened to close the KRG’s oil pipeline. These demonstrate how Turkey interfered in the 

KRG’s domestic affairs and undermined the KRG’s sovereignty. Turkey has also challenged 

the KRG’s interdependence sovereignty by launching military operations against alleged posi-

tions of the PKK inside the Kurdistan Region without the approval of the KRG since early 

2018. 

 
The Kurdish leadership has used oil as a foreign policy instrument in its strategies of 

using earned sovereignty and ensuing support of the United States by attracting American pow-

erful oil companies to secure political support and physical protection. The strategy of demon-

strating earned sovereignty played a role in attracting American oil companies by exhibiting 

the KRG as awarding lucrative oil contracts. Thus, the KRG was successful in inviting leading 

American oil firms: ExxonMobil and Chevron into the KRG’s energy sector. This raised the 

KRG’s profile as a sovereign entity. More importantly, the Kurdish leadership believed that 

the presence of Exxon and other oil companies would act as an insurance policy for the KRG 

against any foreign threats and aggression towards the entity. The U.S., for instance, protected 

the region in 2014 when the ISIS got close to the Exxon oil fields in the KR. Nevertheless, 

Kurdish policymakers overestimated its energy diplomacy with the U.S. because the KRG 

failed to ensure the political support from the U.S. during and after the independent referendum 

in 2017.   

 
To diversify support from great powers or patrons, the Kurdish leadership has used oil 

as a tool to gain financial and political support from Russia. To demonstrate, the Kremlin 

helped the KRG to alleviate its economic crisis starting 2014. Rosneft’s investment, for in-

stance, in the Kurdistan Region was more than 4 billion dollars in 2019, which was crucial for 

the survival of the Kurdish de facto state. Kremlin also offered political support for the KRG 

independence referendum in 2017 while most international and regional powers were against 

it. Moreover, Israel’s support is important for legitimizing the sale of Kurdish oil in the inter-

national market. Israel has become a top-buyer of Kurdish oil and offered a main road for 

Kurdish crude to access the international markets when the KRG faced difficulties finding 

buyers for its crude.  
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To increase its interdependence sovereignty, the KRG has made attempts to diversify 

its export routes through building a new oil pipeline to Iran in order to reduce its dependency 

on Turkey. A deal has not been reached since Iran usually sought to include the approval of 

the Iraqi government in its agreement with the KRG, which would undermine the KRG’s do-

mestic sovereignty. To put it another way, the oil revenues from the oil sales through the Iranian 

route should directly go to Baghdad rather than Erbil. This would allow the parent state to 

wield revenue allocation against the KRG at any time and exhibit to the international commu-

nity that the Kurdish de facto state has no executive authority over its financial affairs. 
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Chapter 6. Conclusion and implications  

This thesis has aimed to identify and study the complex relationships between the control over 

natural resources and contested sovereignty. The KRG has been exploiting its natural resources 

since 2003. What is significant in the case of Kurdistan is that its natural resources, particularly 

oil, have affected various aspects of its sovereignty since then. Providing insights for explain-

ing how natural resources affected the KRG’s the sovereignty as well as the conflict with its 

parent state is at the core of this thesis. 

6.1 Answers to the research questions 

This research was guided by three main questions. These overarching questions included: what 

is the link between natural resources and sovereignty? The second question asks: how does the 

quest for sovereignty affect energy policy? The final question asks: how do energy policies 

affect sovereignty, especially when it is contested? A key argument developed through this 

study is that the conflict over oil resources between the Kurdish de facto state and its parent 

state is extremely complicated to resolve because it revolves around sovereignty rather than 

just interests. To explain this, there is a pressing need to study the conflict between the KRG 

and Baghdad over the control of natural resources, the impact of natural resources on the 

KRG’s contested sovereignty as well as strategies to gain international recognition and support 

and the evolution of contested sovereignty.  

 
Over the past couple of decades, the study of de facto states has gained more importance 

in IR. De facto states have achieved domestic sovereignty, but they have been unable to obtain 

international legal sovereignty. There has been growing interest in academic literature to ad-

vance our understanding of de facto states in terms of the following: the strategic and resource 

importance of these entities, their internal and external sides of sovereignty and their strategies 

of recognition and legitimation.  

 
Hitherto the recent literature on the Kurdish de facto state has examined the impact of 

natural resources on the political and economic aspects or on foreign policy. However, the links 

between natural resources and the KRG’s contested sovereignty have not been thoroughly in-

vestigated by recent studies.940 These studies failed to examine the sovereignty conflict 

 
940 See Tinti, Oil and National Identity in the Kurdistan Region of Iraq, 2021; Voller, ‘Kurdish Oil Politics in 
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between the Kurdish de facto state and its parent state over oil and gas resources, the impact of 

these resources on the KRG’s various aspects of its sovereignty and the impact of the KRG’s 

contested sovereignty on its energy policy. The KRG’s control over oil reserves, through the 

drafting of the constitution, the unilateral regional hydrocarbon legislation and the monetiza-

tion and independent export, created a conflict with its parent state. The results of this research 

support the main argument that the KRG’s control over oil reserves, through the drafting of the 

constitution, the unilateral regional hydrocarbon legislation and the monetization and inde-

pendent export, created a sovereignty conflict with its parent state that is difficult to resolve. 

For instance, since 2007, Baghdad and Erbil reached a series of stop-gap agreements for a 

revenue-sharing scheme and the export of Kurdistan’s oil. Nevertheless, the two sides never 

reached a long-term agreement on oil policy due to the aspect of sovereignty (chapter 4).  

 
This research has found that while the KRG’s control over its natural resources has 

created a sovereignty conflict with its parent state,941 it also affected various aspects of its sov-

ereignty with consequences for its energy policy. Natural resources had a paradoxical impact 

on the sovereignty of the KRG. On the one hand, from 2003 to 2013, the high oil price enhanced 

the KRG’s sovereignty and increased people’s trust by approving the people in power. During 

the period, the KRG earned a lot wealth from its oil revenues in addition to the oil revenue 

from the federal budget. Thus, the KRG announced generous social welfare programs to local 

population. The massive oil wealth allowed the two ruling parties, the KDP and PUK, to use 

oil revenues to employ plenty of people in the public sector. For instance, the KRG’s share of 

public sector employment increased from 42.4 percent in 2007 to 53 percent in 2014. This 

allowed the two parties to an extent to purchase legitimacy in the eyes of the population.  

 
On the other hand, from 2014 to 2019, the low oil price, the cost of the ISIS war, the 

influx of IDPs and refugees to the KR, the KRG’s mismanagement and its corruption and lack 

of transparency, particularly in the oil industry, has undermined the KRG’s domestic and West-

phalian sovereignty, and challenged and questioned the regime and institutional legitimacy. 

With regard to domestic sovereignty and the regime and institutional legitimacy, the low oil 
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price, including the above-mentioned factors, has left the KRG’s government unable to pay its 

workers, capital investments, and contractors for their overdue invoices. As a result, popular 

unrest from 2014 to 2018 across the region against the government demonstrated that people 

had lost confident in the Kurdish government and considered it incapable of meeting their basic 

needs. Furthermore, some ordinary people lost their trust in the institutional legitimacy of the 

MNR when the KRG lost the case against Dana Gas and agreed to compensation of $2.24 

billion.  The low oil price also had an impact on the KRG’s Westphalian sovereignty. For 

example, while the parent state was able to pay its public employee’s salaries regularly and the 

KRG could not, some public employees in the KR even asked the parent state to pay their 

salaries. Involving the parent state in Kurdish domestic affairs may undermine the KRG’s 

Westphalian sovereignty. 

 
Unexpected results indicate that although oil exploration, production, export and sale 

coexisted with contested sovereignty, they faced challenges and barriers due to contested sov-

ereignty of the KRG. For instance, the lack of international recognition forced Kurdish policy-

makers to sell crude at a discounted rate in international markets and covertly deliver its crude 

shipments to international buyers. This has implications for the KRG’s domestic and foreign 

policy (chapter 4).  

 
Further findings show that while oil resources as a foreign policy tool enabled the KRG 

to engage politically and economically with foreign actors and strengthened the KRG’s sover-

eignty, Kurdish policymakers overestimated the value of oil as an instrument in the dual strat-

egy, the strategies of demonstrating earned sovereignty and ensuring great-power support, to 

achieve political support for potential secession in 2017. For instance, Erbil’s energy engage-

ment with Ankara expanded Erbil’s autonomy, particularly during Erbil’s sovereignty conflict 

with Baghdad over natural resources, by allowing Erbil to export its crude through the Turkish 

territory to international markets. The Kurdish leadership also thought the energy interests 

could make Turkey take a positive position towards the KRG’s independence referendum. 

However, the independence referendum of 2017 clearly showed that the role of oil in the dual 

strategy has not been enough to ensure the Turkish support for the Kurdish referendum. Not 

only Turkey, but also other regional and international powers take similar stance towards the 

Kurdish referendum (chapter 5). 
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6.2 Theoretical contributions 

The aim of the present research was to examine the linkages between natural resources and 

various aspects of sovereignty. Focusing on Kurdistan is important for understanding how oil 

and gas resources affect a de facto state’s aspects of sovereignty, recognition strategies and 

engagement with the foreign actors, and how contested sovereignty of a de facto state affects 

its energy policy. Although several studies addressed the natural resources sovereignty nexus, 

especially in the study of de facto states, they overlooked a more comprehensive explanation 

for the relationship between natural resources and four dimensions of sovereignty: domestic 

sovereignty, interdependence sovereignty, Westphalian sovereignty and international legal 

sovereignty.942 Therefore, this study has been one of the first attempts to thoroughly examine 

such linkages in the study of de facto states. The empirical findings of this study suggest that 

natural resources, namely oil and gas resources, can serve the KRG’s various aspects of sover-

eignty at one time while they can negatively affect other dimensions of Kurdish sovereignty. 

This was explained across chapters 4 and 5. The KRG, as a contested sovereign, serves as an 

excellent example in explaining complex relationships between the control over natural re-

sources and contested sovereignty.  

 
The succeeding paragraphs deal with theoretical contributions. This study has implica-

tions for larger literature on ‘resource wars,’ or ‘oil war,’ as studies by Voller, Florea, Schulze, 

Meierding highlight, as well as wider literature on peace settlements (see chapter 4) between 

de facto states and parent states.943  While the findings of this investigation support the argu-

ment in this study, they also complement those of earlier studies arguing that a conflict over 

natural resources between the de facto state and its parent state revolves around consolidating 

sovereignty. The importance and originality of this study is that it has demonstrated, for the 

first time, that a more comprehensive explanation for the conflict over natural resources be-

tween the de facto state and its parent state is associated with sovereignty rather than just in-

terests. Thus, such a kind of conflict is difficult to resolve due to the sovereignty aspect that is 

insufficiently researched. The empirical findings suggest that Erbil and Baghdad never reached 

 
942 Ibid.; Mills, Under the Mountains; Alessandro Tinti, Oil and National Identity in the Kurdistan Region of 
Iraq: Conflicts at the Frontier of Petro-Capitalism (London: Routledge, 2021); Havrelock, ‘The Borders Be-
neath’; Kaldor, Karl, and Said, Oil Wars. 
943 Voller, ‘Kurdish Oil Politics in Iraq’; Florea, ‘Rebel Governance in de Facto States’; Kaldor, Karl, and Said, 
Oil Wars; Emily Meierding, ‘Oil Wars: Why Nations Aren’t Battling over Resources’, The Washington Post, 
accessed 5 March 2019, https://www.washingtonpost.com/; Berg and Kursani, De Facto States and Land-for-
Peace Agreements; Schulze, ‘The Conflict in Aceh: Struggle over Oil?’ 
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a long-term settlement over the issue of natural resources since 2007, because by doing so 

either side would cede a degree of sovereignty.  

 
The findings from this study make several contributions to components of de facto state 

literature. First, the case of KRG adds to the literature on de facto statehood and contested 

sovereignty, and how the absence of international recognition affects the energy policy of de 

facto states (see chapter 4). This study finds that within the existing literature there is a lack of 

in-depth analysis of the impact of contested sovereignty on the energy policy of de facto states. 

Thus, this study appears to be the first study to investigate the effect of disputed sovereignty 

on the pre- and post-oil and gas sector.944 The KRG shows that while oil exploration, produc-

tion, export and sale coexist with contested sovereignty, each process faces challenges and 

barriers unlike recognized states. This study offers valuable insights into how contested sover-

eignty compelled the Kurdish leadership to sell Kurdish crude at a discounted rate in interna-

tional markets. The KRG case indicates that an oil and gas industry can be built without sov-

ereignty, and an established oil and gas industry does not pave the way to sovereignty. This 

study has also shown that contested sovereignty leads to a lack of transparency in a de facto 

state’s oil and gas sector. For instance, the KRG underreported its oil production, exports, sales 

and revenues to ensure that its share of the federal budget would not be reduced in reference to 

its incomes (see chapter 4).  

 
Second, the study adds to the literature on independence movements, and legitimation 

strategies adopted by aspiring states to gain international recognition (see chapter 5). Although 

previous literature has provided insight into the role of natural resources in legitimation strat-

egies of de facto states, it has not provided adequate insight into how natural resources shape 

and play a role in the strategy of exhibiting earned sovereignty and the strategy of ensuring 

great-power support to secure international recognition.945 Regarding the policy of the ‘status 

then standards,’ the Kurdish case shows that independence is not considered a justification for 

not going ahead with developing an oil and gas sector. Stated another way, oil is first and 

independence is later. Unlike oil, independence is first and democracy, rule of law, good gov-

ernance, and a united military force are later. 

 
 

944 Pegg, ‘Oil to Cash in Somaliland’. 
945 Harvey and Stansfield, ‘Theorizing Unrecognized States’; Voller, The Kurdish Liberation Movement in 
Iraq; Rafaat, Kurdistan in Iraq; Caspersen, ‘The Pursuit of International Recognition after Kosovo’. 
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The results of this study indicate that while the role of hydrocarbons in the dual strategy 

allows the de facto state to enhance its sovereignty and engage politically and economically 

with foreign actors, it is not sufficient to secure international recognition. Oil without the sup-

port of great powers, would not affect the creation of a new sovereign state. For instance, the 

Turkey-KRG energy engagement has enhanced the KRG’s legitimacy and sovereignty in the 

conflict with its parent state over natural resources, but the role of energy in the dual strategy 

was not enough to persuade Turkey to accept the international recognition of the KRG as the 

independence referendum of 2017 revealed Turkey’s position towards the KRG. This study 

has also identified that while hydrocarbons provide resources and play a key role in the process 

of state-building of de facto states, they create political and economic dependency. The Kurdish 

de facto state, for instance, relies on Turkish goodwill for the use of the Turkish port of Ceyhan 

to export Kurdish crude oil to global oil markets. This dependency on a Turkish maintained 

transit pipeline translated into Turkish leverage over the KRG’s affairs on several occasions 

(see chapters 4 and 5).   

 
Third, the study adds to a growing body of literature on ‘engagement without recogni-

tion’ (see chapters 4 and 5). Most existing literature focuses on conceptualising engagement 

without recognition.946 This study appears to be the first study to investigate the case of the 

KRG’s energy engagement with regional and international powers: Turkey, the US, Russia, 

Iran and Israel. The findings reveal how a de facto state’s energy engagement with foreign 

actors can be misinterpreted by some de facto leaders. This study provides insights into how 

the KRG’s energy policy has an impact on its engagement with these foreign actors. This area 

requires further scholarly attention in the literature on engagement in the context of non-recog-

nition.  

6.3 Implications for future research 

The present study will serve as a base for future studies. Although the KRG is a critical case, 

it has enough similarities with other de facto states that a certain level of generalizability of 

conclusions can be predictable. This research has offered a framework for furthering our un-

derstanding on similar issues such as competition over natural resources, contested sovereignty 

and the role of hydrocarbons as a foreign policy instrument. The findings that I presented can 

 
946 Ker-Lindsay, ‘Engagement without Recognition’; Kamaran Palani et al., ‘De Facto States Engagement with 
Parent States: Kurdistan’s Engagement with the Iraqi Government’, British Journal of Middle Eastern Studies 
48, no. 4 (8 August 2021): 770–88, https://doi.org/10.1080/13530194.2020.1714429. 
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be discussed and negotiated in some other cases: Rojava, the TRNC, Somaliland, Western Sa-

hara and Aceh.  

 
Policymakers in Rojava, for instance, have used oil as a tool to offer goods and services 

to the local population and attract American support for the survival of the entity (see chapter 

5).947 Oil revenue plays a key role in the early process of state-building in Rojava. A Kurdish 

leader clearly claimed that all of the oil revenue ‘is used to provide services and security for 

the area.’948 In addition to oil, policymakers in Somaliland used the access to the Red Sea as a 

strategic location to attract the support of regional and great powers and demonstrate the earned 

sovereignty of Somaliland (see chapters 4 and 5). Without the consent of the Somali govern-

ment, Somaliland signed a 30-year contract with United Arab Emirates-owned DP World, one 

of the largest port operators in the world, to develop and expand Berbera Port in 2016. Soma-

liland has utilized the port as a tool to prove its economic viability and achieve economic in-

dependence. The entity relies on customs taxes and fees from the port for almost 70-80 percent 

of its revenue.949 Furthermore, policymakers used oil and gas resources as a foreign policy tool 

to invite IOCs to invest in Somaliland for political and economic reasons. Thus, the KRG case 

shows that independence is not a prerequisite for having an energy industry, and having a state 

is not needed to attract IOCs.  

 
The conflict between Morocco and Western Sahara, a de facto state, over natural re-

sources can be also considered as a sovereignty conflict. One Saharawi woman’s remark on 

the natural resources dimension of the Western Sahara conflict notes, ‘I can see that the diplo-

matic path is going nowhere, and so some young people want to go back to war. I don’t want 

war, and I see natural resources as another possible path towards our independence.’950 Two 

more examples of the sovereignty conflict over natural resources are conflicts between Cyprus 

and the TRNC and between the Free Aceh Movement, or Gerakan Aceh Merdeka (GAM), and 

 
947 Abdullah Al-Ghadhawi, ‘Implications of the Oil Deal for the Kurds in Syria’, Chatham House, September 
2020, https://syria.chathamhouse.org/research/implications-of-the-oil-deal-for-the-kurds-in-syria. 
948 Cited in Mohammed Hussein et al., ‘Oil Exports into Iraqi Kurdistan Give Syrian Kurds a Financial Life-
line’, Iraq Oil Report, 19 February 2020, https://www.iraqoilreport.com/news/oil-exports-into-iraqi-kurdistan-
give-syrian-kurds-a-financial-lifeline-42495/. 
949 ‘Somaliland, an Unrecognised State, Is Winning Friends Abroad’, The Economist, 6 May 2021, 
https://www.economist.com/middle-east-and-africa/2021/05/06/somaliland-an-unrecognised-state-is-winning-
friends-abroad; Somalia considered the Somaliland’s deal with DP World as ‘null and void.’ See ‘Somalia Bans 
Dubai Ports Operator DP World, Says Contract with Somaliland Null’, Reuters, 13 March 2018, sec. Emerging 
Markets, https://www.reuters.com/article/us-somalia-ports-idUSKCN1GP10E. 
950 Cited in Joanna Allan, ‘Natural Resources and Intifada: Oil, Phosphates and Resistance to Colonialism in 
Western Sahara’, The Journal of North African Studies 21, no. 4 (7 August 2016): 660, 
https://doi.org/10.1080/13629387.2016.1174586. 
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the Indonesian government (see chapter 4).951 Students of contested sovereignty and de facto 

states, particularly Rojava, Somaliland, Western Sahara, the TRNC and Aceh could benefit 

from this dissertation because it has provided insights into the oil sovereignty nexus, the impact 

of contested sovereignty on energy policy, conflicts over natural resecures and the role of hy-

drocarbons as a foreign policy instrument.  

6.4 Limitations and avenues for future research 

This dissertation certainly has a number of limitations and avenues for future research, which 

need to be acknowledged. For instance, the findings in this study were subject to at least two 

limitations when it came to methodology, data gathering and accessibility. First, it is unclear 

to what extent results can be generalized beyond the single-case study of the KRG. However, 

while the findings of this research might be helpful in understanding similar cases, additional 

cases are required to replicate this single-case study in other. Second, the study is limited by 

the lack of access to some people in the KRG, MNR and the members of the high oil and gas 

committees. The officials in the oil sector governance were reluctant and hesitated to provide 

some information during the interviews. Although I contacted Barham Salih, former Prime 

Minister of the KRG from 2009-2012, Qubad Talabani, the Deputy Prime Minister, Hemin 

Hawrami, Deputy Speaker of the Kurdistan Parliament and Barozh Aziz, Senior Advisor to the 

MNR, I could not interview them due to their time restrictions. Through e-mail, I contacted 

eight IOCs: ExxonMobil, Total, Chevron, Gazprom and Rosneft, Genel Energy, DNO and 

Dana Gas, but I did not receive a reply. The relative lack of data from these interviewees, 

including the IOCs, was compensated for by drawing on other experts who work in the gov-

ernment, private sector and civil society organizations and other primary and secondary 

sources. While the insights of these interviewees would add important detail to this study, it is 

unlikely that they would fundamentally alter its argument and main findings.  

 
This study proposes five areas for future research on the KRG’s de facto statehood. 

First, the scope of this research has been limited to the impact of natural resources on the 

KRG’s various dimensions of sovereignty. Although this study has mainly highlighted the ef-

fect of oil resources on the KRG’s sovereignty, further studies are required to better understand 

the impact of other types of natural resources: natural gas, water and metals on the Kurdish 

 
951 Timothy Gardner, ‘Turkish Cypriots Seek End to Natural Gas Dispute’, Reuters, 18 January 2019, sec. 
Commodities News, https://www.reuters.com/article/us-cyprus-conflict-north-idUSKCN1PC2IL; Kaldor, Karl, 
and Said, Oil Wars, 183. 
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statehood. Second, this study has highlighted the role of oil resources in the sovereignty con-

flict between the Kurdish de facto state and its parent state throughout the past two decades. 

Future studies should clarify whether other types of natural resources: natural gas, water and 

metals, have similar impact on the conflict between Erbil and Baghdad. Third, this study has 

emphasised how great powers, IOCs and the weakness of the parent state has contributed to 

the survival and consolidation of the Kurdish de facto state. The key question for the future is 

what will happen to the KRG’s oil and gas sector if the US withdraws from the KR. Fourth, 

this study has examined the KRG’s energy engagement with regional and international powers: 

Turkey, the US, Russia, Iran and Israel. Future research might explore each state’s energy en-

gagement with the Kurdish de facto state, and how they interpret their energy engagement with 

the KRG. Fifth, further research is needed to better understand how the KRG’s energy engage-

ment with Turkey is perceived by other Kurdish actors in the neighbouring states. Although 

these proposed areas for future research are not necessarily the only ones worthy of attention, 

they develop a deeper understanding of the relationships between natural resources and the 

KRG’s contested sovereignty. 
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Appendixes  

1. Appendix: interviewees  

 
1. Sherko Jawdat Mustafa, former Chairman of the Parliament’s Industry, and Natural 

Resources Committee, 22 September 2021, Sulaimani, face to face interview. 

2. Ali Hama Salih, Chairman of the Parliament’s Energy, Natural Resources, Commerce 

and Industry Committee, 31 October 2021, video call.  

3. Alan Mohtadi, former Political Economic Consultant of the Middle East and the Kur-

distan Region, 15 November 2021, video call. 

4. Shwan Zulal, Managing Director at Carduchi-Kurdistan oil & gas, 18 November 2021, 

video call 

5. Robin Mills, CEO of Qamar Energy, 23 November 2021, video call 

6. Bilal Wahab, the Nathan and Esther K. Wagner fellow at The Washington Institute, 12 

December 2021, video call. 

7. Falah Mustafa Bakir, Senior Foreign Policy Advisor to President Nechirvan Barzani 

and the former Head of the Department of Foreign Relations for the KRG from 2006 to 

2019, 17 December 2021, video call.  

8. Mohammed Hussein, Member of the Administrative Team at Iraqi Economists Net-

work and Special Correspondent at Iraq Oil Report, 5 January 2022, video call.  

9. Ahmed Mufti, Deputy Minister of Natural Resources of the KRG, 15 January 2022, 

video call.  

10. Bayan Sami Abdul Rahman, the KRG Representative to the United States of America, 

28 January 2022, video call.  

11. A Kurdish official, 1 February 2022, video call 
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2. Appendix: interview questions  

Personal background 

 
• Year of birth:  

 
• Gender: 

 
• Country of birth:  

 

• Political affiliation:  

 
• Government position: 

 
• Occupation:  

 
1. In your opinion, what does natural resources, especially oil and gas, mean to Kurdish 

people? 

2. How does lack of independence affect the energy policy, particularly oil and gas, of 

KRG? 

3. How do you evaluate the energy policy of the KRG? 

4. What roles do international oil companies play in supporting the KRG to achieve its 

objectives?  

A. What roles did the energy policy play during the 2017 referendum? 

5. What do you think about the idea that oil would enhance sovereign states?  

6. In your opinion, what is the nature of relations between Baghdad and KRG over oil or 

what are the disagreements and how do they affect KRG’s income from oil? 

7. What do you think about the idea that KRG should hand over its oil export to Baghdad 

around 250,000 bpd so that people from the region would receive salaries regularly 

from Baghdad?  

8. How does the absence of transparency in the oil sector affect KRG internally and ex-

ternally? 

9. What have Kurdish people gained from KRG’s independent economy based on its in-

dependent oil sales? 

10. To what extent is the oil sector in Kurdistan institutionalized?  

 


