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Abstract:

-	 Iraq faces a strategic paradox: its vast oil wealth does not 
translate into maneuverability within its export network, whether 
toward the East or the West.
-	 The future of Iraq’s oil exports will remain contingent upon 
rebuilding an integrated national network that links the South with 
the North, ensures technical and political flexibility, and transfers 
oil decision-making from the constraints of narrow passages to the 
breadth of multiple options.
-	 Iraq is acutely aware of the dangers of oil concentration. Yet, 
the alternative network under discussion remains confined to blue-
prints and political correspondence, without advancing to the oper-
ational stage. The most prominent of these proposed projects is the 
Basrah–Aqaba pipeline.
-	 The Basrah–Haditha project, despite its importance in trans-
porting oil to western Iraq and onward to Syrian ports on the Med-
iterranean, continues to face field challenges of a security nature—
particularly given the fragility of conditions in western regions and 
investors’ hesitancy to engage in an infrastructural environment 
lacking adequate investment protections.
-	 Although Iraq possesses multiple pipelines to neighboring 
states and various geographic destinations, the fundamental reality 
is that today it effectively has only one main outlet for its oil ex-
ports: the Basrah terminals.
-	 This lack of diversification allows certain states to adopt in-
terventionist measures in Iraq’s domestic energy sector, granting 
them leverage to influence the country’s energy strategy and, by 
extension, its overall development. Turkey exemplifies this dynam-
ic through legislation terminating the Kirkuk–Ceyhan oil pipeline 
agreement, which is expected to be used as a tool of pressure and 
influence over Iraq.
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-	 There is an urgent need to review the technical service con-
tracts (TSCs) signed during the licensing rounds, which grant fixed 
fees ranging from USD 1.5 to USD 5.5 per barrel of oil produced, 
without accounting for fluctuations in global oil prices.
-	 These contracts lack financial safeguard clauses that would 
permit payment suspension or renegotiation when oil prices drop 
below certain levels or when exports become impossible. Instead, 
the state remains obligated to pay fees even in the absence of actual 
revenues.
-	 It is imperative to revisit the licensing contracts not merely 
in terms of “profit margins” but by reformulating their fundamen-
tal philosophy—shifting from fixed-cost service contracts to prof-
it-sharing models or adaptive hybrid models tied to market prices 
and regional conditions. Without such reforms, every barrel of oil 
produced outside established export frameworks will, at the mo-
ment of a chokepoint crisis, become an additional liability for the 
state, without an outlet or genuine sovereign backing.
-	 Among the diversification options is Iraq’s potential leasing 
of massive oil tankers, converting them into floating storage units 
anchored in international waters or nearby temporary ports to ac-
commodate oil that cannot currently be exported. Although this op-
tion provides safety in times of crisis, it is costly in practical terms.
-	 Reliance on a land-based storage fleet cannot serve as a long-
term strategic solution, but it may form part of an emergency pack-
age—provided it is managed cautiously, allocated special budgets, 
and accompanied by a highly efficient logistical and security plan.
-	 Investment in refineries—particularly in oil-producing gov-
ernorates such as Basrah, Maysan, and Dhi Qar—must be elevated 
from the level of service provision to that of ensuring “economic 
deterrence.” A refinery is not merely an industrial facility but a de-
fensive asset in times of energy blockade, safeguarding domestic 
consumption and supplying products that can be marketed overland 
if maritime exports are obstructed.
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-	 Building a robust refining system paves the way for the de-
velopment of petrochemical and strategic industries, transforming 
the oil barrel from a raw resource into a manufactured product and 
from a marginal commodity into a source of added value.
-	 Fields such as Kirkuk, Najaf, and Samawah offer suitable 
land for constructing underground or surface storage facilities, with 
an initial design capacity ranging from 10 to 20 million barrels ac-
cording to studies. These facilities could be used during crises or to 
defer exports.
-	 Finally, the establishment of a National Energy Council as a 
sovereign, cross-ministerial entity is essential. Its mandate would 
be to think strategically about the future, set options and plans, and 
empower non-bureaucratic tools in the management of Iraq’s ener-
gy sector.

Introduction

June 13, 2025, marked a decisive strategic turning point, pushing the re-
gion into an unprecedented power imbalance with the outbreak of direct 
military confrontation between Iran and Israel. This confrontation effec-
tively ended the pattern of indirect engagement and opened the door to 
overt, large-scale conflict. Within hours, drones and precision-guided mis-
siles struck vital targets on both sides, accompanied by highly sophisticat-
ed cyberattacks that penetrated critical infrastructure and approached the 
operating systems of Iranian nuclear reactors. This development reflected 
a fundamental transformation not only in tactics but also in the very na-
ture of regional deterrence, signaling the onset of a phase that transcends 
traditional conflict calculations.

The gravity of this confrontation, however, lies not solely in its military 
dimension but in its profound geopolitical reverberations, which spread 
across the Middle East and impacted the international energy system, 
threatening the economic security of neighboring states—most notably 
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Iraq. Although Iraq was not a direct party to the conflict, it found itself 
on the fringes of the theater of operations, bearing the weight of strate-
gic consequences due to its near-total dependence on oil revenues and a 
one-directional export network vulnerable to disruptions in the Strait of 
Hormuz.

This reality is inseparable from the strategic significance of the Strait of 
Hormuz, which, despite its narrow geographical scope, has become a 
leverage point in the hands of actors who do not prioritize Iraq’s inter-
ests. Even limited escalation could ignite a comprehensive financial crisis 
in Iraq, reshaping the country’s economic and political landscape—not 
merely as a state affected by events, but as one effectively held hostage 
by them. Each increase in the pace of Israeli–Iranian confrontation, there-
fore, represents not only an abstract security threat but a concrete test of 
Iraq’s ability to safeguard its vital economic lifeline and uphold sovereign 
capacity in one of the world’s most volatile regions.

The critical question arising from this precarious moment is thus: Does 
Iraq possess effective strategic alternatives—at acceptable costs—for ex-
porting its oil beyond the control of the Strait of Hormuz? Or does the 
absence of a sovereign export network leave it exposed to danger with 
every regional upheaval?

First: The Financial Reality and Absolute Dependence on Oil Exports

The Iraqi economy represents a clear example of a rentier state, where the 
financial structure relies almost entirely on oil revenues, which regularly 
account for 85% to 91% of total public revenues. For instance, the Iraqi 
Ministry of Finance reported that total revenues in 2024 exceeded 140.774 
trillion dinars, of which 127.536 trillion dinars came from oil sales, com-
pared to only 13.237 trillion dinars from non-oil sources. In other words, 
oil rents alone accounted for approximately 90.7% of total revenues.
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At the international level, World Bank data confirms that oil constitutes 
nearly 99% of Iraq’s total exports, finances around 85% of the government 
budget, and contributes up to 42% of GDP. This reality reveals, without 
equivocation, a structural fragility in the state’s financial and sovereign 
system, as the public treasury becomes directly hostage to fluctuations in 
global oil prices, particularly in the absence of stable domestic economic 
alternatives.

The fragility of Iraq’s financial structure is further compounded by the 
state’s reliance on oil revenues, which extends beyond merely financing 
the general budget. Oil rents have become a primary driver of the wors-
ening annual deficit due to persistent inflation in current expenditures, 
particularly in wages and energy purchases. Since the 1970s, despite im-
provements in infrastructure and living standards made possible by oil 
revenues, these gains came at the expense of a profound depletion of real 
capital, driven by disrupted linkages between the oil sector and other pro-
ductive sectors, especially agriculture and industry. This structural weak-
ness has contributed to widening economic gaps and squandered develop-
mental opportunities that could have laid the foundation for a sustainable 
productive base.1

Instead of serving as a lever for balanced development, oil revenues have 
turned into an instrument of capital consumption and a chronic source of 
structural vulnerability at the core of the Iraqi economy. In this context, 
the International Monetary Fund (IMF) estimated Iraq’s fiscal deficit in 
2024 at around 4.2% of GDP, compared to just 1.1% in 2023. This deteri-
oration was driven by soaring expenditure levels, declining efficiency in 
the non-oil tax base, and the accumulation of financial arrears, particularly 
in the energy sector and capital projects. According to IMF experts, this 
fiscal decline constitutes a clear indicator of Iraq’s financial policy expo-
sure to global market fluctuations and the erosion of the state’s capacity 
1-  Atif A. Kubursi, “Oil and the Iraqi Economy,” Arab Studies Quarterly, Vol. 10, No. 3 
(1988), p. 283.
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to formulate effective economic responses, given a financial system still 
captive to oil rents and incapable of developing sustainable domestic fi-
nancing instruments.2

Exacerbating this distorted equation is the fact that more than 40% of pub-
lic spending is allocated to salaries and pensions, amounting to nearly 90 
trillion dinars annually. This implies that any shock in the global oil mar-
ket, or any disruption in exports, could inevitably trigger a socio-political 
crisis capable of destabilizing the very foundations of the state.3

In this context, non-oil revenues serve as one of the clearest indicators of 
the fragility of Iraq’s financial structure. Official IMF data show that non-
oil revenues contributed no more than 6.9% of non-oil GDP in 2025—a 
very low percentage reflecting the narrowness of the tax base and the lack 
of diversification in public income sources. This figure reached its lowest 
levels in recent years, such as in 2022, when it dropped to just 3.97%. 
These data confirm the depth of the imbalance in Iraq’s revenue struc-
ture and illustrate a persistent failure to develop alternative, sustainable 
mechanisms for public financing, despite repeated recommendations from 
international financial institutions.4

Figure 1 demonstrates that Iraqi non-oil revenues have remained relative-
ly low over the past two decades, exhibiting sharp fluctuations that reflect 
the absence of a strategic vision for building an effective tax system and 
the weakness of domestic resource mobilization capacity.

2-  International Monetary Fund, Iraq: Staff Concluding Statement of the 2025 Article IV 
Mission, International Monetary Fund, United States of America, 2025. Accessed on June 
20, 2025, at: https://www.imf.org/en/News/Articles/2025/05/15/pr24165-iraq-staff-conclud�-
ing-statement-of-the-2025-article-iv-mission
3-  Ibid.
4-  International Monetary Fund, Non-oil Revenue for General Government for Iraq (IRQG-
GRXOGDPXOPT), Middle East and Central Asia Regional Economic Outlook, Internation-
al Monetary Fund, United States, 2024. Accessed on June 22, 2025, at: https://fred.stlouis�-
fed.org/series/IRQGGRXOGDPXOPT

https://www.imf.org/en/News/Articles/2025/05/15/pr24165-iraq-staff-concluding-statement-of-the-2025-article-iv-mission
https://www.imf.org/en/News/Articles/2025/05/15/pr24165-iraq-staff-concluding-statement-of-the-2025-article-iv-mission
https://fred.stlouisfed.org/series/IRQGGRXOGDPXOPT
https://fred.stlouisfed.org/series/IRQGGRXOGDPXOPT
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 This has further entrenched the state’s reliance on oil as an almost ex-
clusive revenue source, weakening its financial resilience in the face of 
external crises.

Figure 1: Ratio of Non-Oil Revenues to Non-Oil GDP in Iraq (2004–
2025)

Source: International Monetary Fund, Non-oil Revenue for General Gov-
ernment for Iraq (IRQGGRXOGDPXOPT), Middle East and Central Asia 
Regional Economic Outlook, International Monetary Fund, United States, 
2024. Accessed June 22, 2025, at: https://fred.stlouisfed.org/series/IRQG�-
GRXOGDPXOPT

These indicators unequivocally demonstrate that Iraq is effectively liv-
ing under the weight of overwhelming oil dependency. The state’s annual 
budget is constructed on the basis of oil exports that traverse seas and 
straits over which Iraq has neither security control nor guarantees of con-
tinuity. This geo-economic dilemma is far too complex to be reduced to 
a mere financial crisis or a temporary economic circumstance. Rather, it 
reflects a deep structural flaw in the strategic vision for managing oil re-
sources, which has shifted from an opportunity for financial sovereignty 
and sustainable development into a geopolitical constraint that shackles 
national economic decision-making and mortgages the state’s future to 
external crises and market fluctuations.

Second: Iraq’s Oil Export Network and Its Geographical Destiny

Iraq’s oil export network constitutes the backbone of the country’s public 
financial system; however, this backbone is built upon a unidirectional 
structure that suffers from a scarcity of outlets and strategic limitations 
in alternatives. Consequently, it remains highly vulnerable to disruptions 
arising from geopolitical and security developments in the region. The 
network is concentrated almost exclusively in the south, specifically in 
Basra Governorate, which has become virtually the sole outlet for the 
country’s oil exports. This structure comprises two main export facilities: 

https://fred.stlouisfed.org/series/IRQGGRXOGDPXOPT
https://fred.stlouisfed.org/series/IRQGGRXOGDPXOPT
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first, the onshore export facility at Faw, which relies on a pipeline network 
connecting the fields to the terminal; and second, the offshore loading 
platforms (SPMs) located in Iraqi territorial waters, including the Basra 
Oil Terminal and the Khor al-Amaya Terminal. These facilities have a 
combined theoretical capacity of 3.3 to 3.5 million barrels per day, distrib-
uted across approximately 2.25 million barrels from offshore terminals 
and 1.25 million barrels from the onshore system.5

Yet, this theoretical capacity does not accurately reflect operational reali-
ty. The aging of infrastructure—particularly pipelines and export storage 
facilities—has led to a tangible decline in effective operational capacity. 
This is due to a set of inherited challenges that obstruct the development 
of Iraq’s export network, most notably the limited absorptive capacity of 
ports, outdated pumping and transportation technology, and insufficient 
coordination between onshore and offshore infrastructure. Furthermore, 
supporting logistics such as roads and railways suffer from severe under-
performance due to wartime damage and long-standing sanctions,6 under-
mining Iraq’s efficiency in exporting its oil production. As a result, export 
capacity has declined from 3.7 million barrels to 3.3–3.5 million barrels 
per day. Despite modernization attempts, such as the installation of new 
pumping units in 2024,7 Iraq remains bound—under the “OPEC+” agree-
ment—to an export ceiling of 3.3 million barrels per day. 
5-  U.S. Energy Information Administration (EIA), Iraq Country Analysis Brief, U.S. De-
partment of Energy, United States, February 2024. Accessed on June 22, 2025, at: https://
www.eia.gov/international/analysis/country/IRQ
6-  Tahseen Al-Saadi, Alexey Cherepovitsyn, and Tatyana Semenova, “Iraq Oil Industry 
Infrastructure Development in the Conditions of the Global Economy Turbulence,” Ener-
gies, Vol. 15, No. 17 (2022), Article No. 6239. Accessed on June 22, 2025, at: https://doi.
org/10.3390/en15176239
7-  Faleh Al-Khayat, Iraq Increases Crude Export Capacity at Southern Gulf Terminals 
with New Pumping Units, S&P Global Commodity Insights, United States, July 25, 2024. 
Accessed on June 22, 2025, at: https://www.spglobal.com/commodityinsights/en/market-in�-
sights/latest-news/oil/072524-iraq-increases-crude-export-capacity-at-southern-gulf-termi-
nals

https://www.eia.gov/international/analysis/country/IRQ
https://www.eia.gov/international/analysis/country/IRQ
https://doi.org/10.3390/en15176239
https://doi.org/10.3390/en15176239
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/oil/072524-iraq-increases-crude-export-capacity-at-southern-gulf-terminals
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/oil/072524-iraq-increases-crude-export-capacity-at-southern-gulf-terminals
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/oil/072524-iraq-increases-crude-export-capacity-at-southern-gulf-terminals
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While marginal increases in exports are technically possible, the growth 
of Iraq’s oil exports remains constrained by a complex web of techni-
cal, economic, and political restrictions—some imposed by international 
agreements, others dictated by field realities in a volatile environment.8

Recent developments concerning southern exports have further exposed 
the fragility of this system, particularly after the suspension of northern 
exports through the Kirkuk–Ceyhan pipeline in March 2023, following an 
international arbitration ruling in favor of the federal government against 
Turkey regarding the reception of Kurdistan Region oil. This suspension 
effectively eliminated any viable overland alternative for exports,9 leav-
ing Iraq dependent on southern ports for more than 89% of its oil exports. 
Such acute concentration in the south has evolved from an operational 
issue into a geo-legal predicament. Any international dispute or political 
impasse—such as the Erbil–Ankara file—can cut off an entire tributary 
of exports, compelling the state to urgently reconsider the architecture of 
sovereign oil decision-making and its executive instruments.

Adding to this challenge, Turkey legislated a law terminating the 1973 
agreement permitting the transit of Iraqi oil through Turkish territory, 
scheduled to enter into force in July 2026. This means—at least theo-
retically, depending on international and regional variables and Turkey’s 
energy needs—that Ankara may impose constraints on Iraqi oil exports to 
secure preferential advantages through:

8-  U.S. Energy Information Administration, Country Analysis Brief: Iraq, United States of 
America, 2024, p. 4.
9-  Final Award in The Republic of Iraq v. The Republic of Turkey, ICC Case No. 20273/
AGF/ZF/AYZ/ELU, International Court of Arbitration of the International Chamber of Com-
merce, Paris, France, February 13, 2023. Accessed on June 22, 2025, at: https://jusmundi.
com/en/document/decision/en-the-republic-of-iraq-v-the-republic-of-turkey-final-award-
tuesday-13th-february-2023

https://jusmundi.com/en/document/decision/en-the-republic-of-iraq-v-the-republic-of-turkey-final-award-tuesday-13th-february-2023
https://jusmundi.com/en/document/decision/en-the-republic-of-iraq-v-the-republic-of-turkey-final-award-tuesday-13th-february-2023
https://jusmundi.com/en/document/decision/en-the-republic-of-iraq-v-the-republic-of-turkey-final-award-tuesday-13th-february-2023
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•	 Investment in transit locations.

•	 Expanding transit coverage to include not only Kirkuk oil 
but all Iraqi oil exports, reaching as far south as Basra.

•	 Linking economic benefits to transit revenues, particularly 
given Turkey’s leverage in operating Iraq’s “Development Road.”

•	 Imposing additional transport fees on Iraqi oil shipments 
through Turkish territory, positioning Turkey as both transporter 
and hub for Iraqi oil flows.

From a market perspective, Iraq’s export structure faces not only structur-
al challenges but also mounting pressures from intensifying geographical 
competition. While Asia—particularly India, China, and South Korea—
has traditionally been Iraq’s primary export destination, the influx of Rus-
sian crude at preferential prices following the war in Ukraine has gradually 
eroded Iraq’s share in the Asian market.10 Despite Baghdad’s attempts to 
penetrate the European market by lowering oil prices in 2022,11 the lack of 
robust northern export infrastructure and total reliance on southern ports 
weakened Iraq’s flexibility in shifting market destinations. In this sense, 
Iraq faces a strategic paradox: its abundant oil reserves are not matched by 
a corresponding capacity to maneuver within its export network, whether 
eastward or westward.

10-  Nidhi Verma, Russia Replaces Iraq as Top Oil Supplier to India in Nov, Reuters News 
Agency, United Kingdom, 2022. Accessed on June 22, 2025, at: https://www.reuters.com/
business/energy/russia-replaces-iraq-top-oil-supplier-india-nov-2022-12-14/
11-  Iraq Slashes Crude Oil Prices to Europe, Middle East Economic Survey, Cyprus, 2022. 
Accessed on June 22, 2025, at: https://www.mees.com/2022/6/17/oil-gas/iraq-slashes-crude-
oil-prices-to-europe

https://www.reuters.com/business/energy/russia-replaces-iraq-top-oil-supplier-india-nov-2022-12-14/
https://www.reuters.com/business/energy/russia-replaces-iraq-top-oil-supplier-india-nov-2022-12-14/
https://www.mees.com/2022/6/17/oil-gas/iraq-slashes-crude-oil-prices-to-europe
https://www.mees.com/2022/6/17/oil-gas/iraq-slashes-crude-oil-prices-to-europe
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Modernization projects in the south—despite initiatives such as the 
“Sealines 3” project and plans to extend new offshore pipelines—suffer 
from slow implementation and structural erosion. Although operational 
capacity in Basra rose to around 3.4 million barrels per day by September 
2023, this remains below national aspirations and insufficient to provide 
the flexibility required amid regional tensions. Moreover, the aging off-
shore pipelines—which Iraq seeks to replace through the Offshore Proj-
ects 4 and 5—remain a strategic vulnerability that could obstruct export 
flows in any emergency. Additionally, limited overland exports to Jordan 
or swap arrangements with Iran do not constitute viable strategic alter-
natives.12 Therefore, Iraq’s future in oil exports will remain contingent 
upon rebuilding an integrated national network that links the south with 
the north, provides technical and political flexibility, and shifts oil deci-
sion-making from chokepoints to the breadth of viable options.

Despite early awareness of the risks posed by geographical concentration 
in crude oil exports, the alternative network discussed for over a decade 
remains confined to designs and political exchanges, without transitioning 
into operational reality. The most prominent of these alternative projects is 
the Basrah–Aqaba pipeline, which would extend 1,680 kilometers at an es-
timated cost of $18 billion, with a theoretical export capacity of 3 million 
barrels per day, transporting Iraqi oil from the south to the Port of Aqaba 
on the Red Sea via Jordanian territory. However, this project—which was 
intended to end Iraq’s complete dependence on the Arabian Gulf outlet—
has remained stalled since 2014 due to domestic and external security and 
political complications, as well as public objections regarding the trans-
parency of contracts and export routes.13

12-  Jordan Announces Resumption of Iraqi Crude Oil Imports, Reuters News Agency, 
United Kingdom, 2023. Accessed on June 22, 2025, at: https://www.reuters.com/article/jor�-
dan-iraq-oil-idUSL8N37J2GA  
13-  Daniel Onyango, Iraq’s Basra–Aqaba Oil Pipeline Project Faces Political Turmoil, 
Pipeline Technology Journal, Germany, 2024. Accessed on June 22, 2025, at: https://pipe�-
line-journal.net/news/iraqs-basra-aqaba-oil-pipeline-project-faces-political-turmoil

https://www.reuters.com/article/jordan-iraq-oil-idUSL8N37J2GA
https://www.reuters.com/article/jordan-iraq-oil-idUSL8N37J2GA
https://pipeline-journal.net/news/iraqs-basra-aqaba-oil-pipeline-project-faces-political-turmoil
https://pipeline-journal.net/news/iraqs-basra-aqaba-oil-pipeline-project-faces-political-turmoil
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In this context, the Iraqi government announced in late 2024 the ratifica-
tion of the Basrah–Haditha pipeline project, with an estimated cost of $4.6 
billion and a design capacity of 2.25 million barrels per day, scheduled 
for completion within two years. The project aims to link southern fields 
to western storage facilities and refineries, preparing new export outlets 
either toward Syria or through western crossings to the Mediterranean.14 
Nevertheless, the project still faces on-the-ground security challenges, 
particularly given the fragility of western regions and the hesitancy of 
investors to engage in an infrastructural environment lacking sufficient 
investment protections.15

14-  Muayad Hameed, Iraqi Cabinet Approves $4.6 Billion Basrah–Haditha Oil Pipeline 
Project, Reuters News Agency, United Kingdom, 2024. Accessed on June 22, 2025, at: 
https://www.reuters.com/world/middle-east/iraqi-cabinet-approves-46-billion-basrah-had-
itha-oil-pipeline-project-2024-12-30/
15-  Global Energy Monitor, Basra–Aqaba Oil Pipeline Project Profile, Global Energy Mon-
itor, United States, 2025. Accessed on June 22, 2025, at: https://www.gem.wiki/Basra-Aqa�-
ba_Oil_Pipeline

https://www.reuters.com/world/middle-east/iraqi-cabinet-approves-46-billion-basrah-haditha-oil-pipeline-project-2024-12-30/
https://www.reuters.com/world/middle-east/iraqi-cabinet-approves-46-billion-basrah-haditha-oil-pipeline-project-2024-12-30/
https://www.gem.wiki/Basra-Aqaba_Oil_Pipeline
https://www.gem.wiki/Basra-Aqaba_Oil_Pipeline
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Table 1. Operational Status of Iraqi Oil Pipelines and Their Classifi-
cation

.No Pipeline Name Operational Sta-
tus

Causes

1 Kirkuk–Haifa Pipeline Permanently sus-
pended

 Arab–Israeli conflict; halted
since 1948

2 Kirkuk–Tripoli Pipeline Permanently sus-
pended

Regional disputes, national-
ization, sabotage, lack of po-
litical will; halted since 1982

3 Kirkuk–Banias Pipeline Permanently sus-
pended

 Disputes, sabotage, lack of
 political will; halted since
1982

4 )Kirkuk–Ceyhan (IT-1 Temporarily sus-
pended

 Legal disputes, international
 arbitration ruling; halted since
March 2023

5 )Kirkuk–Ceyhan (IT-2 Temporarily sus-
pended

International sanctions, dis-
 pute with Ankara; halted since
2003

6 Iraq–Saudi Arabia Pipe-
)line (IPSA

Permanently sus-
pended

Kuwait invasion, UN sanc-
tions; halted since 1990

7 KRG Main Export Pipe-
line

Operational  Primary conduit from the
 Kurdistan Region to Turkey’s
Ceyhan terminal

8 DNO–Tawke Pipeline Operational  Transports crude from the
 Tawke field to Fishkhabour,
then to Ceyhan

9 Strategic Pipeline (Bas-
)ra–Haditha

Under construction Project in progress

10 PS-1 – Al-Basra Oil Ter-
)minal Pipeline (ABOT

Operational  Principal offshore export route
from southern Iraq to the Gulf

Source: Naji Abi-Aad, Petroleum Pipeline Security in the Middle East: 
Key Takeaways, Issam Fares Institute for Public Policy and International 
Affairs, American University of Beirut, Lebanon, 2021, p. 4.
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There are ten principal pipelines in Iraq, differing in function, geographi-
cal distribution, and operational status. Of these, only three are currently 
active: the Kurdistan Region’s main export pipeline to Turkey’s Ceyhan 
port, the DNO–Tawke line (which functions as a branch extension toward 
Turkey), and the PS-1 line, which transports crude oil from southern fields 
to the offshore export terminals at Faw (ABOT).

Conversely, six pipelines are entirely or partially suspended, most notably 
the Kirkuk–Ceyhan line (both its first and second branches), the Kirkuk–
Tripoli line, the Kirkuk–Banias line, the Kirkuk–Haifa line, and the IPSA 
line to Saudi ports, which has remained inactive since 1990 with no tangi-
ble progress toward reactivation.16

Additionally, the network includes the Strategic Pipeline project linking 
Basra to Haditha, which remains under construction. Once completed, it 
is intended to enhance the resilience of the national transport system, with 
a design capacity of up to 2.25 million barrels per day.17

The essential implication of this reality is that Iraq—excluding the Kurd-
istan Region—currently possesses only one principal outlet for its oil 
exports: the Basra terminals and their offshore platforms. The northern 
pipeline network remains closed or obstructed, while alternative western 
and southern routes are indefinitely delayed or constrained by complex 
regional dynamics. This means that any military escalation in the Gulf, or 
a potential closure of the Strait of Hormuz—whether due to an Iranian de-
cision or a maritime incident—could immediately suspend Iraqi oil flows 
to global markets. 

16-  John V. Bowlus, Pipeline Partners: Expanding and Securing Iraq’s Future Oil Exports, 
Global Relations Forum – Young Academics Program, Policy Paper Series No. 2, Turkey, 
2015, p. 14.
17-  Naji Abi-Aad, Petroleum Pipeline Security in the Middle East: Key Takeaways, Issam 
Fares Institute for Public Policy and International Affairs, American University of Beirut, 
Lebanon, 2021, p. 4.
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The consequences would include direct financial losses estimated at hun-
dreds of millions of dollars per day, along with a sharp collapse in public 
budget revenues, posing an existential threat to the national economy.

Third: The Scenario of Strait Closure and the Reality of Iraqi Nation-
al Security

The Strait of Hormuz lies in the geographic zone separating the Arabian 
Gulf from the Gulf of Oman and is considered—within the framework of 
energy geopolitics—one of the narrowest and most consequential mari-
time chokepoints in the global economy. Although its total width does not 
exceed thirty-three kilometers, the safe navigational channels within it are 
no more than three kilometers wide in each direction, effectively making 
it a fragile and critically important maritime bottleneck.

While geography itself determines its significance, the interplay of re-
gional security fragility and heightened geopolitical tensions has elevated 
the strait’s strategic importance to the highest level. Even a minor disrup-
tion—whether triggered by military escalation or a tactical miscalcula-
tion—could unsettle international supply lines, ignite energy markets, and 
threaten the stability of global navigation.18

The pivotal role of the Strait of Hormuz in global energy flows is evi-
dent. Recent statistics from the U.S. Energy Information Administration 
(EIA) for 2024–2025 indicate that approximately 20.3 million barrels of 
oil passed through the strait daily, in addition to around 290 million cubic 
meters of liquefied natural gas (LNG) per day. The overwhelming majori-
ty of these flows were destined for Asia, with about 84% of oil and 83% of 
gas heading there. Major markets in China, India, Japan, and South Korea 
accounted for nearly 69% of total crude oil exports.19 
18-  Pacinte Abdel-Fattah and Mostafa Ahmed, What If: Iran Closed the Strait of Hormuz?, 
Al Habtoor Research Centre, Egypt, June 19, 2025. Accessed on June 22, 2025, at: https://
www.habtoorresearch.com/what-if-iran-closed-the-strait-of-hormuz
19-  Candace Dunn and Justine Barden, The Strait of Hormuz is the World’s Most Import-
ant Oil Transit Chokepoint, U.S. Energy Information Administration, United States, 2025, 
page not specified. Accessed on June 23, 2025, at: https://www.eia.gov/todayinenergy/detail.

https://www.habtoorresearch.com/what-if-iran-closed-the-strait-of-hormuz
https://www.habtoorresearch.com/what-if-iran-closed-the-strait-of-hormuz
https://www.eia.gov/todayinenergy/detail.php?id=61182
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The strait’s influence, however, extends beyond energy volumes; it direct-
ly affects global market stability. Any disruption—even brief—immedi-
ately drives up oil prices. For example, following U.S. and Israeli strikes 
in June 2025, the price of Brent crude jumped from roughly USD 69 to 
USD 74 per barrel in a single day, despite no actual closure of the strait, 
underscoring the extreme sensitivity of global markets to maritime ten-
sions at this strategic chokepoint.20

This reliance on the strait by oil- and gas-producing states—notably Qa-
tar, Iraq, and the Gulf countries—cannot be explained merely as a logisti-
cal or technical choice; it constitutes a profound geographic and economic 
dependency. In effect, the sovereignty of these states becomes hostage to 
any potential threat. When examining alternatives, one finds that certain 
Gulf states, such as Saudi Arabia and the United Arab Emirates, have ac-
tivated substitute pipelines (the Saudi East–West Pipeline with a capac-
ity of about 7 million barrels per day,21 and the Fujairah pipeline with 
1.8 million barrels per day).22 Yet, these alternatives remain far below the 
volume of reliance, covering only about 2.6 million barrels per day out 
of the 5.5 million that transit through the strait. Iraq, by contrast, contin-
ues to lack an effective strategic alternative pipeline capable of operating 
with resilience commensurate to these challenges. Conversely, Iran holds 
a dual advantage within the strait: a pivotal geographic position and the 
capability to threaten navigation, allowing it to deploy this chokepoint not 
only as a wartime instrument but also as a bargaining tool in negotiations 
with the West.

php?id=61182  
20-  U.S. Energy Information Administration, Amid Regional Conflict, the Strait of Hormuz 
Remains Critical Oil Chokepoint, Today in Energy, United States, June 16, 2025. Accessed 
on June 22, 2025, at: https://www.eia.gov/todayinenergy/detail.php?id=65504 
21-  Dayan Abou Tine, Giga-Projects Power 6.4% Jump in Saudi Arabia’s Q1 Cement Sales 
to 13.4m Tonnes, Arab News, United Kingdom, June 22, 2025. Accessed on June 23, 2025, 
at: https://arab.news/4qjry
22 - Robert Gardner, Building to Bypass the Strait of Hormuz, American Security Project, 
United States, June 6, 2012. Accessed on June 23, 2025, at: https://www.americansecuri�-
typroject.org/building-to-bypass-the-strait-of-hormuz

https://www.eia.gov/todayinenergy/detail.php?id=61182
https://www.eia.gov/todayinenergy/detail.php?id=65504
https://arab.news/4qjry
https://www.americansecurityproject.org/building-to-bypass-the-strait-of-hormuz
https://www.americansecurityproject.org/building-to-bypass-the-strait-of-hormuz
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Even a partial disruption of the Strait of Hormuz constitutes a structur-
al shock, immediately triggering sharp price escalation and subsequent 
budgetary collapses in producer states. This underscores the fragility of 
economies primarily dependent on flows channeled through a narrow 
geographic bottleneck that is inherently difficult to secure. The Strait of 
Hormuz is thus not merely a maritime passageway but an existential ar-
tery for international economies weighed down by structural reliance that 
transcends both security and politics—with Iraq foremost among them.

Maritime incidents in the strait—particularly over the last decade—have 
marked a qualitative shift in asymmetric threats to international freedom 
of navigation and regional energy security. Since the targeting of the oil 
tankers Front Altair and Kokuka Courageous in June 2019, it has become 
apparent that Tehran shifted from merely threatening closure to adopting 
a pattern of “smart disruption,” creating impact without the cost of direct 
confrontation. These operations, carried out using limpet mines, inflicted 
limited material damage but caused psychological reverberations across 
markets, as oil prices rose by 4% within twenty-four hours without an offi-
cial closure of the passage. The Western response included the establish-
ment of an international coalition to safeguard navigation, signaling that 
the threat—even if partial—was sufficient to recalibrate strategies. The 
situation escalated further when Iran shot down a U.S. reconnaissance 
drone (RQ-4 Global Hawk) over the strait that same month, an unprece-
dented event in both nature and implication, transforming the strait into a 
zone of joint aerial–maritime engagement.23

These tactical developments reveal that Iran does not need to declare a full 
closure of the strait to destabilize the energy landscape; carefully directed 
operational signals suffice to disrupt supply chains.

23-  Jim Garamone, Iran Shoots Down U.S. Global Hawk Operating in International 
Airspace, U.S. Department of Defense, United States, June 20, 2019. Accessed on June 
23, 2025, at: https://www.defense.gov/News/News-Stories/Article/Article/1874492/
iran-shoots-down-us-global-hawk-operating-in-international-airspace/

https://www.defense.gov/News/News-Stories/Article/Article/1874492/iran-shoots-down-us-global-hawk-operating-in-international-airspace/
https://www.defense.gov/News/News-Stories/Article/Article/1874492/iran-shoots-down-us-global-hawk-operating-in-international-airspace/
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 This reality renders Iraq—with its current posture and complete export 
exposure through southern ports—among the most vulnerable states in the 
region to the repercussions of such graduated threats.

The Iranian threat to the Strait of Hormuz is not confined to the purely 
military dimension; rather, it extends to a more complex pattern, which 
may be termed “legal and political disguised disruption.” This became ev-
ident in the cases of the South Korean tanker seizure in 2021 and the MSC 
Aries tanker in April 2024.24 In the first incident, Tehran invoked environ-
mental claims, while in the second, it resorted to legal allegations related 
to ownership and shipping. These cases clearly demonstrate that Iran has 
begun employing instruments of maritime law as part of its deterrence 
strategy, such that any vessel passing through the strait risks detention not 
because of cargo deficiencies but under the logic of “sovereign selectivi-
ty,” whereby law is subordinated to political decision-making. This shift 
in the nature of the threat renders commercial navigation—including that 
of exporting states—a direct or indirect target, granting Iran wide latitude 
for maneuver without incurring immediate international costs.25

At a critical juncture in the intensifying regional crisis, Iran’s response to 
the U.S.–Israeli airstrikes of 13–22 June 2025 took a qualitatively new 
form: the Iranian parliament officially ratified a memorandum authorizing 
naval forces to undertake so-called “tactical deterrent measures.” This de-
cision was a direct reaction to airstrikes targeting highly sensitive nuclear 
facilities deep inside Iranian territory.26

24-  Patrick Wintour, Iran Releases South Korean Tanker Seized in January, The Guardian, 
United Kingdom, April 9, 2021. Accessed on June 23, 2025, at: https://www.theguardian.
com/world/2021/apr/09/iran-releases-south-korean-tanker-seized-in-january
25-  Reuters Staff, Iran Says MSC Aries Vessel Seized for ‘Violating Maritime Laws’, 
Reuters News Agency, United Kingdom, April 15, 2024. Accessed on June 23, 2025, at: 
https://www.reuters.com/world/middle-east/iran-says-msc-aries-vessel-seized-violating-mar-
itime-laws-2024-04-15/
26-  Middle East Monitor Staff, Iran’s Parliament Approves Closure of Hormuz Strait After 
US Strikes on Nuclear Sites, Middle East Monitor, United Kingdom, June 22, 2025. Ac-
cessed on June 23, 2025, at: https://www.middleeastmonitor.com/20250622-irans-parlia�-

https://www.theguardian.com/world/2021/apr/09/iran-releases-south-korean-tanker-seized-in-january
https://www.theguardian.com/world/2021/apr/09/iran-releases-south-korean-tanker-seized-in-january
https://www.reuters.com/world/middle-east/iran-says-msc-aries-vessel-seized-violating-maritime-laws-2024-04-15/
https://www.reuters.com/world/middle-east/iran-says-msc-aries-vessel-seized-violating-maritime-laws-2024-04-15/
https://www.middleeastmonitor.com/20250622-irans-parliament-approves-closure-of-hormuz-strait-after-us-strikes-on-nuclear-sites/
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What gives this step its distinctive character is not only its military content 
but also its institutional dimension. Iranian signaling shifted from threats 
relayed through Revolutionary Guard channels or media outlets to a for-
mal decision issued by the highest legislative authority. In essence, this re-
flects a strategic transition from veiled insinuation to overt declaration of 
maritime deterrent instruments, while simultaneously embodying a new 
political behavior based on explicit rather than implicit threat.27

Within this framework, it can be argued that Iran has opened the door to 
a regional phase fraught with uncertainty, aptly described as one of “no 
war–no resolution,” in which partial or temporary closure of the strait is 
not merely theoretical or a bargaining chip, but an actual option incorpo-
rated into confrontation scenarios. For oil-exporting powers, particularly 
Iraq, this development complicates strategic calculations. Iraq finds itself 
caught between two fires: excessive reliance on southern ports in Basra 
for the export of more than 89% of its oil, and an institutional void in 
managing cross-border energy shocks due to the weakness of strategic 
alternatives and the faltering of export routes toward the north and west.

Although, up until 23 June 2025, the Strait of Hormuz had not experi-
enced an actual closure—with Iran’s posture limited to symbolic deci-
sions and repeated tactical threats—the successive indicators of escalation 
cast heavy shadows over the future of oil exports, not only in quantitative 
terms but also regarding their structural impact on Iraq’s rentier economy. 
Thus, the most pressing question emerges: what would be the scale of 
daily financial loss should a closure occur, particularly in light of fragile 
alternative economic structures and the absence of a sovereign protection 
system to manage such a shock scenario?

ment-approves-closure-of-hormuz-strait-after-us-strikes-on-nuclear-sites/
27-  Parisa Hafezi, Phil Stewart, and Maayan Lubell, World Awaits Iranian Response After 
US Hits Nuclear Sites, Reuters News Agency, United Kingdom, June 23, 2025. Accessed 
on June 23, 2025, at: https://www.reuters.com/world/middle-east/world-awaits-iranian-re�-
sponse-after-us-hits-nuclear-sites-2025-06-23/

https://www.middleeastmonitor.com/20250622-irans-parliament-approves-closure-of-hormuz-strait-after-us-strikes-on-nuclear-sites/
https://www.reuters.com/world/middle-east/world-awaits-iranian-response-after-us-hits-nuclear-sites-2025-06-23/
https://www.reuters.com/world/middle-east/world-awaits-iranian-response-after-us-hits-nuclear-sites-2025-06-23/
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Fourth: The Iraqi Rentier Economy under Maritime Stranglehold 
(Iraqi Losses in a Strait of Hormuz Closure Scenario)

Iraqi energy indicators for the second quarter of 2025 reveal a highly pre-
carious situation in the structure of rentier-based revenue. According to 
data from the Ministry of Oil, export rates through southern outlets—
geopolitically linked to the Strait of Hormuz—ranged between 3.365 and 
3.441 million barrels per day during March and April. Based on the av-
erage Brent crude prices at the time, which ranged between $74 and $75 
per barrel, Iraq achieved daily revenues amounting to roughly $249–$258 
million. While these figures may superficially suggest relative stability 
in export performance, they mask extreme fragility at their core, as such 
revenues account for over 90% of the state’s total income. This makes 
Iraq’s entire financial structure dependent on a narrow shipping corridor, 
vulnerable to disruption at the first strategic shock.28

Any partial or complete disruption of navigation in the Strait of Hormuz—
as could occur amid military escalation between Iran and Israel—does not 
merely represent a temporary financial loss; it constitutes a daily collapse 
of the state’s economic pillar. The absence of daily revenue amounting 
to a quarter of a billion dollars—even for a single day—would trigger 
wide-ranging effects, including a shock to the exchange rate of the Iraqi 
dinar, roughly 300–320 billion dinars per day; a direct erosion of central 
bank reserves; an immediate gap in funding public expenditures, foremost 
among them public sector salaries and social support networks; and an 
exacerbation of the budget deficit, particularly given that the budget was 
based on a hypothetical oil price not exceeding $70 per barrel, while IMF 
estimates indicate that the equilibrium price required to ensure fiscal sus-
tainability exceeds $92.

28-  Alsumaria News, Iraq’s oil exports fall in the first quarter of 2025, Alsumaria, Iraq, 
April 18, 2025, viewed on June 23, 2025, at: https://www.alsumaria.tv/news//482123/اقتصاد
 بالأرقام-تصديات-العراق-من-النفط-تهدب-في-الربع-الأول-من2025-

https://www.alsumaria.tv/news/اقتصاد/482123/بالأرقام-تصديات-العراق-من-النفط-تهدب-في-الربع-الأول-من-2025
https://www.alsumaria.tv/news/اقتصاد/482123/بالأرقام-تصديات-العراق-من-النفط-تهدب-في-الربع-الأول-من-2025
https://www.alsumaria.tv/news/اقتصاد/482123/بالأرقام-تصديات-العراق-من-النفط-تهدب-في-الربع-الأول-من-2025
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The core of this issue does not lie solely in price volatility, but in Iraq’s 
single-source dependence on a strategically unstable shipping corridor. 
Any stranglehold therein—whether logistical or security-related—would 
unleash a chain of domestic reactions extending beyond the economy to 
the political and social spheres, raising critical questions about the state’s 
ability to withstand shocks, finance itself, and maintain sovereign deci-
sion-making in a highly turbulent and costly regional context.

The problem extends beyond insufficient financial hedging. It deepens 
when considering that the oil licensing rounds launched by the Iraqi Min-
istry of Oil since 2009 represent one of the most complex contractual 
experiments in operational structure and financial implications. These 
rounds were based on the Technical Service Contracts (TSCs) model, a 
contractual framework where the state retains sovereign ownership of oil 
but pays fixed fees to international companies for each barrel produced, 
regardless of market conditions or export status. Within these rounds, 
Iraq contracted with major international companies, including BP, CNPC, 
Lukoil, ExxonMobil, Petronas, and Gazprom, to develop strategic fields 
such as Rumaila, West Qurna, Majnoon, and Badra.29

According to the provisions of the fifth and sixth licensing rounds, fees 
paid per barrel ranged from $1.15 to $5.5, depending on the technical 
challenge and operational risk of each field. For example, BP and CNPC 
receive $2 per barrel in Rumaila, whereas fees in Badra, developed by 
Lukoil, reached $5.5 per barrel, the highest in absolute terms. On the sur-
face, these figures appear as fair returns for the companies’ services, yet 
they hide a significant structural imbalance in risk allocation. Under this 
model, the Iraqi state bears the full financial burden in the event of a sharp 
price decline or export disruption for any reason, including force majeure, 
such as closure of the Strait of Hormuz or forced export suspension.30

29-  Federal Iraq Oil & Gas Licenses Register, Iraqi Ministry of Oil, Iraq, June 2022, p. 5.
30-  Ibid.
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The crisis is exacerbated by the absence of financial protection clauses 
in these contracts that would allow payment suspension or renegotiation 
when prices fall below specified thresholds or when exports are impossi-
ble. The state remains obligated to pay fees even without actual revenue 
from produced barrels. Thus, oil—whether during droughts, production 
shortfalls, or even at peak output—becomes a recurring expense rather 
than a source of net profit. This reality deprives the state of effective shock 
adaptation, entrenches guaranteed returns for companies, and places per-
petual risk on the government. The dilemma grows more complex with 
the inclusion of the “R-factor,” linking profitability to accumulated costs, 
which does not change the fact that investment and operational costs, in-
cluding subcontractor fees, ultimately fall on the state rather than being 
determined by market dynamics.

The greatest vulnerability of Iraq’s rentier structure under international 
crises lies not merely in the potential disruption of exports due to a clo-
sure of the Strait of Hormuz, but in the catastrophic paradox whereby Iraq 
remains liable to pay for oil production even if the oil is not exported. 
The current contractual system, based on fixed fees paid to international 
companies, is detached from export volumes or cash flow levels. It oper-
ates on a “production-for-payment” principle, meaning Iraq is financially 
obligated without market leverage or the ability to adjust to conditions of 
forced disruption.

If we consider—a probability that is increasingly plausible—that the strait 
is partially or completely closed, Iraq would not only forfeit approximate-
ly a quarter of a billion dollars in daily revenue but would simultaneously 
continue paying fees to foreign companies for production that cannot be 
exported, generating no actual revenue for the public treasury. These pay-
ments are neither suspended by law nor adjusted in the public interest; 
they are governed by binding contracts that contain no flexible mecha-
nisms for suspension or review in emergency situations.
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This paradox extends beyond mere financial loss, undermining the very 
notion of “energy sovereignty” and leaving the state unable to control 
production timing, make strategic decisions regarding output, or manage 
operational costs. Instead of converting oil into an instrument of economic 
leverage, it becomes a heavy burden, draining the public treasury daily—
even during periods of maritime calm or geopolitical stranglehold.

The absence of financial hedging clauses or automatic adjustment mecha-
nisms in current contracts, coupled with the lack of linkage between com-
pany fees and actual export volumes or revenues, renders the entire con-
tractual framework unsustainable under crisis conditions.

Accordingly, the situation demands a comprehensive review that goes 
beyond renegotiating “profit ratios” to a fundamental rethinking of the 
contracting philosophy. This would entail shifting from fixed-fee service 
contracts toward risk- and profit-sharing models or hybrid frameworks 
that adapt to market prices and regional conditions. Without such reform, 
every barrel of oil produced but not exported becomes, in times of stran-
glehold, an additional cost imposed on the state, with no clear exit strategy 
or genuine sovereign protection.

Fifth: Iraq’s Emergency Alternatives in the Event of Maritime Clo-
sure (Between Geographic Constraints and Contingency Costs)

Since 2003, Iraq has experienced multiple rounds of regional escalation, 
during which Iranian threats to close the Strait of Hormuz peaked without 
ever resulting in an actual closure. Despite these recurring warnings, the 
Iraqi government has managed its maritime strategy reactively, without 
establishing a genuine hedging plan to protect oil exports from total de-
pendence on this critical corridor. The vast majority of Iraq’s oil exports 
still pass through the Arabian Gulf and the Strait of Hormuz, reflecting 
near-total reliance with minimal geographic or tactical diversification. 
Consequently, any scenario involving even a partial or temporary closure 
constitutes a direct structural threat to state revenues and financial sover-
eignty.
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Emergency alternatives are therefore not merely reactive responses to an 
actual closure but proactive instruments to be deployed when strategic 
risks are anticipated. Modern crisis management emphasizes readiness 
rather than reaction; the decisive factor is not whether a shock occurs, 
but whether the state is prepared to respond. Within this framework, three 
primary alternatives are at the forefront of Iraq’s emergency planning:

1.	 Reactivation of the Kirkuk–Ceyhan Pipeline

In a context where the strategic geography of energy is weaponized, al-
ternative routes cease to be optional and instead become essential, sig-
naling the state’s capacity to resist geopolitical pressure. Reactivating the 
Kirkuk–Ceyhan pipeline does not fundamentally replace lost exports but 
serves as a sovereign signal that Iraq is not passive when the strait is 
constricted, leveraging its geographic reserves as a deferred lifeline. Al-
though political and administrative coordination remains a hurdle, tech-
nical readiness is largely in place due to ongoing maintenance, requiring 
only an official decision to resume operations. While the pipeline’s maxi-
mum capacity—500,000 barrels per day—is less than 15% of Iraq’s total 
exports, its activation in a crisis carries strategic significance that extends 
beyond mere volume.

2.	 Floating Storage and Temporary Agreements with Ener-
gy Companies

When traditional maritime routes are disrupted, Iraq must adopt flexible 
measures that go beyond geographic constraints. Floating storage rep-
resents an emergency, not permanent, solution—effectively a form of 
“temporary maritime hedging” that preserves production continuity and 
prevents paralysis of the oil sector. This involves chartering large tankers 
as floating storage anchored in international waters or temporary ports to 
hold oil that cannot currently be exported. Additionally, temporary agree-
ments with global energy companies allow oil to be received within Iraq 
or nearby ports, with export or transport deferred until geopolitical risks 
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subside. These measures help maintain at least minimal cash flow, pre-
venting a complete “financial zero” scenario.

Despite its flexibility, this option entails significant financial and techni-
cal challenges. Chartering a two-million-barrel tanker costs between $5–8 
million per month, excluding maritime insurance and logistical complex-
ities for storage, pumping, and temperature and pressure control. Suc-
cessful implementation also requires high-level negotiations with global 
companies such as Vitol, Glencore, or ENOC to secure reliable, flexible 
sale contracts suited to crisis conditions. However, the greater cost lies 
in halted production: when output cannot be exported, Iraq suffers dual 
losses—lost revenue and continuing obligations to pay companies under 
licensing contracts for each unsold barrel. Floating storage, while cost-
ly, acts as a tactical safety valve, preserving operational capacity and the 
state’s ability to negotiate future sales. It is a temporary lifeline for acute 
geopolitical crises rather than a long-term solution.

3.	 Overland Transport via Jordan or Syria

When maritime routes are constrained, overland transport offers a poten-
tial—but limited—alternative to salvage energy exports. Shifting from 
sea to land is not merely a change in route but a confrontation with geog-
raphy, logistics, and security. Overland transport through Jordan or Syria 
could theoretically involve moving crude oil from southern or central Iraq 
to western border crossings, then onward to the port of Aqaba in Jordan or 
the Syrian coast at Latakia or Tartus.

In practice, this option faces several critical obstacles:

a)	 Cost: Transporting one barrel of oil over distances of 900–
1,200 km costs approximately $12–18, equal to or exceeding mari-
time export fees, placing Iraq at a competitive disadvantage, partic-
ularly given weak infrastructure at receiving ports.
b)	 Security and reliability: The Syrian route remains unstable, 
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making security costly and uncertain, while the Jordanian route, 
though more stable, is not yet equipped to handle large volumes, as 
the Basra–Aqaba pipeline remains in early development.
c)	 Operational and logistical capacity: Iraq’s overland trans-
port system is limited to a few thousand barrels daily via a small, 
often deteriorated tanker fleet. Moving one million barrels per day 
would require a massive fleet and infrastructure that do not current-
ly exist.

While overland transport may serve symbolic shipments, it cannot func-
tion as a reliable strategic alternative during a complete strait closure. 
Nevertheless, it should remain part of Iraq’s emergency toolkit, supported 
by dedicated budgets and a high-efficiency security and logistics plan that 
accounts for the precision and sensitivity of such operations.

Sixth: Pathways to Reducing Geographic Dependence (Medium- and 
Long-Term Projects to Safeguard Energy Security)

The real test of sovereignty does not begin when the Strait of Hormuz is 
closed; it begins when the state recognizes that its energy security cannot 
remain hostage to a single corridor or a single geography. Under recurring 
regional tensions, the Strait of Hormuz has ceased to be merely a mar-
itime passageway—it has become an instrument for reshaping regional 
decision-making. With every looming crisis, Iraq’s most painful vulner-
ability resurfaces: its export map remains dangerously one-dimensional, 
dependent on a narrow route that leaves the state struggling for survival in 
a market dictated more by geography than by contracts.

Addressing this reality requires more than ad hoc crisis management; it 
demands a new energy doctrine—one that strategically restructures Iraq’s 
export map, transforming its position from fragility to balance. The ob-
jective is not simply to expand outlets but to redefine them as sovereign 
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pillars, embodying the state’s ability to maneuver under pressure and re-
position itself during moments of constraint. Within this framework, four 
medium- and long-term pathways emerge as strategic projects of resil-
ience. Two of the most critical are:

1.	 Completion of the Basra–Aqaba Pipeline Project

Not all pipelines are merely conduits for oil. Some, in their geopolitical 
dimension, extend sovereign boundaries, while others function as alterna-
tive lungs when maritime breathing corridors are constricted. From this 
perspective, the Basra–Aqaba pipeline stands as one of Iraq’s most critical 
projects for breaking its geographic dependence on the Strait of Hormuz. 
By opening a strategic outlet to the Red Sea, the project would release Iraq 
from the chokepoint of the strait and connect it to the wider Mediterranean 
basin and global markets.

Despite the completion of most technical and environmental studies, the 
project has long remained stalled—not because of insurmountable im-
plementation challenges, but because of the state’s hesitation to make 
decisive choices and its reluctance to shoulder the geopolitical costs of 
advancing a pipeline corridor beyond Gulf dominance.

The line’s strategic position would grant Iraq export flexibility toward 
Asia, Africa, and Europe, bypassing the Strait of Hormuz altogether. Yet 
for the project to achieve its full potential, it must be shielded from exter-
nal political dictates through the design of balanced regional partnerships 
that preserve Iraq’s sovereign independence and prevent the country from 
sliding into a position of dependency.

Ultimately, the Basra–Aqaba pipeline is not just a piece of infrastructure; 
it is a geographic declaration that Iraq can engineer its own routes and 
redraw its export map in times of crisis. To serve as a genuine investment 
in energy security, the pipeline must be pursued not as a supplementary al-
ternative but as a standalone national strategy, embedded in Iraq’s highest 
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state interests and supported by a broad political consensus proportionate 
to its post-crisis significance.

2.	 Revival of the Iraq–Saudi Arabia Pipeline (IPSA)

Not all pipelines perish with the end of war. Some remain dormant be-
neath the sands, awaiting a moment of political transformation to restore 
their relevance and direction. Such is the case of the Iraq–Saudi Arabia 
Pipeline (IPSA), suspended since the invasion of Kuwait in 1990, which 
lingers as a geographic relic that resurfaces whenever Baghdad’s export 
options narrow and the pressures of the Strait of Hormuz intensify.

The pipeline stretches from Kirkuk, across Anbar, to the Red Sea port of 
Yanbu, and was originally designed with an export capacity of 1.6 million 
barrels per day. Despite more than three decades of dormancy, much of its 
infrastructure remains intact and could be rehabilitated within a relatively 
reasonable timeframe—provided that the necessary political will and re-
ciprocal sovereign guarantees are secured.

Yet, reviving this line is not merely a matter of technical feasibility; it 
hinges on deeper political considerations. Relations between Baghdad 
and Riyadh, though improved in recent years, are still shaped by mutual 
apprehensions and require the establishment of a strategic partnership that 
transcends commercial exchange to foster genuine geopolitical trust. For 
Iraq, the objective is not simply to add another outlet, but to neutralize 
regional constraints that narrow its sovereign decision-making to limited 
choices.

Reactivation of IPSA thus represents more than an energy project; it is 
an opportunity to recalibrate the regional geo-energy balance by opening 
a third export corridor that eases pressure on Iraq’s southern ports and 
reasserts the country’s natural role as a connector between the Gulf, the 
Levant, and the Arabian Peninsula. For this vision to materialize, howev-
er, the project must be legally and sovereignly fortified through a durable 
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agreement that respects the political sensitivities of both states and situ-
ates the pipeline firmly within a framework of mutual interests—rather 
than disguised dependency.

3.	 Strengthening Refineries and Expanding Domestic Refin-
ing Capacity

When a state finds itself confined to a narrow corridor, the solution lies 
not only in circumventing it, but in rethinking what it exports, how, and 
to whom. In this light, domestic refining capacity emerges not as a sup-
plementary industrial service but as a comprehensive sovereign system—
one that restores balance when export routes are blocked. Reliance on 
crude exports alone leaves Iraq hostage to geography and market vola-
tility, whereas a full refining cycle creates an internal layer of economic 
immunity. Such resilience mitigates the effects of disruption and provides 
Baghdad with additional leverage at the negotiating table during crises.

Despite its vast oil output, Iraq still imports more than 30% of its refined 
products—a paradox that exposes a deep structural imbalance. The state 
exports the raw resource only to import its finished form, leaving itself 
vulnerable to compounded risks. In the event of a closure of the Strait 
of Hormuz, Iraq would not only lose export revenues but also confront a 
domestic crisis in fuel supply, subsidy maintenance, and meeting internal 
demand.

Investment in refineries—particularly in oil-producing provinces such as 
Basra, Maysan, and Dhi Qar—must therefore be elevated from the realm 
of “services” to that of “economic deterrence.” A refinery is not merely an 
industrial facility; it is a strategic shield in an era of energy blockades. It 
secures domestic consumption, generates products that can be transported 
overland when maritime routes are disrupted, and, most critically, lays the 
foundation for petrochemical and other strategic downstream industries.
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The true transformation lies here: shifting from a state that merely sells 
what it extracts to one that manages what it produces and re-exports it 
in higher-value forms. In this model, each barrel becomes not just a re-
source, but a sovereign asset—insulated from maritime blackmail and less 
susceptible to political speculation.

4.	 Establishing Strategic Storage within Iraqi Territory

When the world teeters on the edge of volatile maritime corridors and the 
movement of a barrel becomes hostage to a wave or a missile, survival 
depends less on pipelines than on reserves. This is where the establish-
ment of a strategic storage system inside Iraqi territory becomes indis-
pensable—not as a routine precaution, but as sovereign depth that grants 
Iraq the ability to manage time in moments of crisis, rather than collapsing 
into sudden paralysis. States with long-term storage can temporarily de-
couple production from export, sustain industrial activity, cushion market 
shocks, and secure vital negotiating space with partners and buyers. By 
contrast, states that sell every barrel the moment it is produced bind their 
fate simultaneously to the market, geography, and their adversaries.

Iraq already possesses suitable sites for such facilities in areas like Kirkuk, 
Najaf, and Samawah, where underground or surface reservoirs could be 
developed with initial design capacities of 10–20 million barrels. This 
capability is not a luxury but a strategic necessity—allowing the state to 
absorb surplus production during closures, defer exports without halting 
pumping, and avoid costly contractual liabilities. What sets land-based 
storage apart from floating reserves is not merely cost efficiency—though 
the difference may exceed 60%—but also the enhanced security, sover-
eign control, and insulation it provides against maritime blackmail or the 
leverage of international insurers.

In this sense, domestic storage transforms geography into silent negoti-
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ating power. It enables Iraq to dictate its own export schedule instead of 
being dictated to by the timetables of shipping companies or the risks 
priced in by insurers.

Investing in strategic storage is therefore not a technical upgrade but a 
sovereign–economic imperative that must be integrated into the very ar-
chitecture of national security, alongside military bases and border de-
fense. For the looming confrontation is not simply between regional ad-
versaries—it is with the corridor itself.

Conclusion:

Between a lingering maritime threat and the fragility of a rentier econo-
my, the limits of Iraq’s sovereign immunity emerge—not as an abstract 
concept, but as a reality repeatedly tested under pressure. This paper—
through data, strategic analysis, and modeled scenarios—has revealed 
the depth of Iraq’s structural vulnerability should navigation through the 
Strait of Hormuz be disrupted, whether through complete closure or inter-
mittent instability. The danger lies not only in the loss of daily revenues, 
but in the absence of a sovereign hedging system capable of absorbing the 
shock, and in Iraq’s continued reliance on a one-dimensional export map 
that collapses under geopolitical strain.

The assessment of short-term emergency measures has shown that, while 
costly and limited in scope, they nonetheless constitute essential first lines 
of defense. These must be activated not as ad hoc responses, but as part of 
a doctrine of sovereign preparedness. By contrast, medium- and long-term 
alternatives highlight the latent power of Iraq’s geography—potential that 
can only be unlocked if political will is mobilized and oil policy is re-
framed beyond narrow corridors and competing external interests.
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The central conclusion of this study is not simply to outline the scale of 
potential losses, but to return the question to the state itself: how can Iraq 
continue to operate within a brittle export system, lock itself into rigid 
contracts, pursue alternatives without commitment, and then demand re-
silience when confronted by the first maritime or political storm?

Redefining Iraq’s energy security does not begin with the laying of pipe-
lines; it begins with a national decision to place export flexibility at the 
core of national security. It requires transforming SOMO from a mar-
keting arm into a strategic decision-making institution, and reviving the 
concept of a National Energy Council as a sovereign body that rises 
above ministerial boundaries, tasked with anticipating the future before it 
arrives. For when oil ceases to be a weapon and becomes a shackle, sov-
ereignty hangs by a thread of sea—and the ultimate battle, in all its forms, 
is with geography itself.



                  

35Al-Bayan Center for Studies and Planning

Sources:

1.	 Abi-Aad, Naji. Petroleum Pipeline Security in the Middle 
East: Key Takeaways. Issam Fares Institute for Public Policy and 
International Affairs, American University of Beirut. Lebanon, 
2021.

2.	 Al-Saadi, Tahseen, Alexey Cherepovitsyn, and Tatyana Se-
menova. “Iraq Oil Industry Infrastructure Development in the Con-
ditions of the Global Economy Turbulence.” Energies. Vol. 15, No. 
17 (2022). Article No. 6239.

3.	 Turkey to seek new deal with Iraq on idled oil pipeline, 
Bloomberg, 21 July 2025, https://www.bloomberg.com/news/ar-
ticles/2025-07-21/turkey-says-it-will-end-iraq-oil-pipeline-agree-
ment-in-july-2026  Bowlus, John V. Pipeline Partners: Expanding 
and Securing Iraq’s Future Oil Exports. Global Relations Forum 
– Young Academics Program, Policy Paper Series No. 2. Turkey, 
2015.

4.	 Iraqi Ministry of Oil. Federal Iraq Oil & Gas Licenses Regis-
ter. Iraq: Ministry of Oil, June 2022.

5.	 Kubursi, Atif A. “Oil and the Iraqi Economy.” Arab Studies 
Quarterly. Vol. 10, No. 3.)1988( .

6.	 Sweijs, Tim, et al. Domestic Instabilities: Resource Curses 
and Rentier States. In Time to Wake Up: The Geopolitics of EU 
2030 Climate and Energy Policies. The Hague: Hague Centre for 
Strategic Studies, 2014.

7.	 U.S. Energy Information Administration. Country Analysis 
Brief: Iraq. United States of America, 2024.

https://www.bloomberg.com/news/articles/2025-07-21/turkey-says-it-will-end-iraq-oil-pipeline-agreement-in-july-2026
https://www.bloomberg.com/news/articles/2025-07-21/turkey-says-it-will-end-iraq-oil-pipeline-agreement-in-july-2026
https://www.bloomberg.com/news/articles/2025-07-21/turkey-says-it-will-end-iraq-oil-pipeline-agreement-in-july-2026


www.bayancenter.org
info@bayancenter.org

For an Active state
and a participating society 


