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Issue Briefing: Iraq’s Oil Export Crisis

Risks and Policy Priorities
The Problem

The U.S.-Israeli war with Iran and the resulting closure of the Strait of Hormuz delivered the
most severe shock to Iraq’s oil sector since its 1990 invasion of Kuwait and the sweeping UN
sanctions that followed.! More than a wartime disruption, Iraq’s current crisis reflects a deep
structural fragility in its export system—one that has been known for decades but never
meaningfully addressed. With oil accounting for roughly 90 percent of government revenue,
the sudden loss of export capacity triggered a fiscal emergency, putting public salaries,
services, and basic state functions at risk.? Understanding how Iraq reached this point
requires looking beyond the war itself to Baghdad’s persistent neglect of critical
infrastructure, which left it with virtually no alternatives when its primary export route
collapsed.

Oil tankers load crude at an offshore terminal on the Arabian Gulf near Basra, Iraq’s primary export
hub, where most of the country’s oil must transit the Strait of Hormuz. Source: Iraq’s Ministry of Oil.

L UN Security Council Resolution 661 imposed a comprehensive trade embargo on Iraq that completely halted
Iraq’s oil exports until the creation of the Qil for Food program in 1995. See Resolution 661:
https://digitallibrary.un.org/record/94221?In=en&v=pdf

2 For an overview of risks from shipping disruptions to Iraq’s food security and agriculture, see:
https://irag.un.org/en/314849-fao-wfp-information-note



https://digitallibrary.un.org/record/94221?ln=en&v=pdf
https://iraq.un.org/en/314849-fao-wfp-information-note

How the War Disrupted Iraq’s Oil Exports

Before the war, Iraq exported about 3.5 million barrels of oil per day (bpd), almost all of it
through the southern ports of Basra.? Tankers leaving these terminals must pass through the
Strait of Hormuz, a narrow maritime chokepoint that became inaccessible once the conflict
escalated. When the strait closed in early March, Iraq effectively lost its primary export artery
overnight.# The country had no meaningful redundancy: the southern route accounted for
the overwhelming majority of crude exports, and without it, Iraq’s revenue stream collapsed.
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Overview of Iraq’s oil infrastructure. Source: Congressional Research Service.

The northern export route through Turkey, which might have provided a lifeline, was already
compromised. Built in the 1970s, the Iraq-Turkey Pipeline (ITP) was once capable of
transporting up to 1.6 million barrels per day, but it had been severely damaged during the

3 In February, Iraq exported an average of 3.566 million bpd, of which 3.333 million bpd were exported from the
southern ports of Basra. See: https://somooil.gov.ig/storage/QKoC5h3Y3WGJEGpyXS5ulhDh7KPaTZNywC6XNUOa.xlsx
4 lraq was able to generate some revenue from exporting oil that was already loaded on tankers that managed to
pass through the Strait of Hormuz shortly after the onset of hostilities on February 28. Qil Ministry data show that
realized oil revenue for March 2026 amounted to $1.93 billion, a sharp drop of about $4.857 billion from February’s
revenue of $6.814 billion. https://enablingpeace.org/ishm538/#Headline3



https://somooil.gov.iq/storage/QKoC5h3Y3WGJEGpyXS5uIhDh7KPaTZNywC6XNUOa.xlsx
https://enablingpeace.org/ishm538/#Headline3

[SIS insurgency. The federal section from Baiji to the Turkish border was repeatedly bombed,
especially in 2013 - 2014, and never restored. Meanwhile, the Kurdistan Regional
Government (KRG) built its own parallel pipeline (completed in 2014) and used it to
unilaterally export oil from oil fields under its control, but its use became entangled in
political, oil policy, and budget disputes between Baghdad and Erbil. In 2023, Turkey halted
KRG exports entirely after an arbitration ruling in Baghdad’s favor.> Baghdad, the KRG,
Turkey, and international oil companies reached an agreement in September 2025 to restart
exports through Ceyhan at around 190,000 barrels per day.® That resumption of oil flow
would prove short-lived though.

By the time the Strait of Hormuz closed, trapping southern exports, drone attacks on the
Kurdistan region disrupted its oil exports. Overnight, Iraq had lost its meager northern
redundancy and was left with almost no functioning export outlets.

How Iraq Adapted to the Shock

With its main export routes cut off, [raq scrambled to restore whatever capacity it could. The
first step was to revive the northern route through Turkey. After intense demands from
Baghdad, backed by Washington, the KRG hesitantly agreed to allow the Iraqi government to
restart exports from federally controlled Kirkuk fields at a rate of approximately 200,000 bpd
while exports from Kurdistan’s own fields remained largely halted due to security risks.”

However, this limited restart did not solve the underlying problem. The fields in and around
Kirkuk have limited production and some of it is needed to feed Iraq’s Baiji refineries. To
increase volumes, Iraq began trucking crude from Basra to Kirkuk in April—a journey of
eight hundred kilometers—so it could be injected into the KRG-controlled pipeline.? This
added roughly 100,000 barrels per day, bringing total northern exports close to 340,000
barrels per day. Even with this effort, Iraq would be exporting only about one-tenth of its
pre-war volume.®

Iraq also turned to trucking fuel oil to Syria’s Banyas port.1? This operation, moving roughly
140,000 barrels per day, replaced a pre-war fuel-oil export stream that previously relied on

5 For years, Baghdad complained that Turkey had violated the 1973 ITP treaty by allowing the KRG to export oil
without its consent. The March 2023 ruled in Baghdad’s favor and ordered Turkey to pay $1.5 billion in damages.
See: https://www.ft.com/content/b4837b44-a646-4d91-8f86-45a51612dad3?syn-25a6bla6=1

6 0il flow commenced September 27 at an initial rate of 190,000 bpd with the understanding that volumes would
increase to approach the 400,000 bpd level set in Iraq’s budget law as oil companies ramp up production. See
https://www.rudawarabia.net/arabic/kurdistan/27092025

7 Iraqi oil officials expressed hope that fields in the Kurdistan region would soon ramp up production and contribute
an additional 200,000 bpd to northern exports. See:
https://www.thenationalnews.com/business/energy/2026/03/18/irag-to-resume-oil-exports-via-turkeys-ceyhan-
port-amid-regional-tensions/

8 This was allowed by recent upgrades to the truck loading platforms at the K-1 depot and pumping station. See:
https://ina.ig/ar/economie/259944-90.html

9 As of April 29, northern oil exports were still hovering around 200,000 bpd. See:
https://www.rudawarabia.net/arabic/business/290420262

10 The first convoy of trucks entered Syria on March 31. The trade commenced under contracts the Oil Ministry
awarded to four traders to lift an average of 650,000 metric tons of fuel oil per month over a three-month period.
See: https://www.reuters.com/business/energy/irags-somo-awards-fuel-oil-supply-contracts-exports-via-syria-

2026-03-31/
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Basra’s maritime terminals and so cannot be considered compensation for lost crude oil
revenue. But trucking is an inherently limited and inefficient method of transporting oil. Each
tanker truck carries only about 200 barrels, meaning hundreds must operate daily to sustain
even modest export volumes. The costs are high, the risks significant, and the capacity marginal.

These adaptations kept some revenue flowing, but they were stopgaps rather than solutions.
They underscored how few options Iraq had left itself.

What Iraq Tried to Do Before the War—and Why It Failed

The crisis was not unforeseeable. Iraqi governments and oil officials have been seeking ways
to bypass Hormuz for several decades, as reflected in the completion of the Iraq-Turkey
pipeline in 1976.

Iraq had multiple opportunities over the past two decades to diversify its export routes and
reduce its dependence on the Strait of Hormuz. Most of these efforts stalled due to political
fragmentation, security challenges, and Iranian meddling.

The most immediate failure was the inability to rebuild and restore full capacity to the Iraqi
section of the Irag-Turkey Pipeline after ISIS rendered the federal section inoperable in 2013-
2014.11 Although the war ended years ago, the pipeline was never restored. Part of the problem
was the security environment in the immediate post-ISIS period, but the larger obstacle was
political. The KRG controls the border crossing where the pipeline enters Turkey, and any use
of the route requires coordination between Baghdad and Erbil. Disputes over revenue sharing,
authority, and control prevented meaningful progress. Iraq also never moved decisively to
invest in building new pipelines from Basra to Haditha and on to Baiji and so never established
strategic flexibility in shifting southern oil production to refineries and export routes to the
north and west, hence the country resorted to trucks to move Basra oil to Kirkuk.

As a result, Iraq could not operationalize a strategic asset that could have potentially
provided up to 1.6 million barrels per day of export capacity during the crisis.

“I refuse to extend the pipeline to feed Israel.” -- Qais Al-Khazali, Secretary-General
of the powerful Asai’b Ahl Al-Haq militia, April 2022.

An even more consequential failure was the blocking of the long-awaited Basra-Agaba
pipeline project. First envisioned in the 1980s and revived in 2013 after Iranian threats to
close the Strait of Hormuz, the project would have created a direct export route to the Red
Sea, bypassing the Strait of Hormuz entirely. The plan called for a 2.25 million bpd line from
Basra to Haditha, where it would split—one branch heading northeast towards Kirkuk, the
other west to Jordan’s refinery and the port of Aqaba. A parallel gas pipeline would power
pumping stations and supply Jordan with natural gas.

11 The pipeline used to move around 550,000 bpd until it was taken out of service after being repeatedly bombed
by ISIS militants in the months leading up to the assault on Mosul in June 2014. See:
https://www.aljazeera.com/opinions/2017/12/1/how-isil-changed-the-oil-map-of-iraq



https://www.aljazeera.com/opinions/2017/12/1/how-isil-changed-the-oil-map-of-iraq

The project stalled for two main reasons. The first was the ISIS war, which made construction
through Anbar impossible for several years. The second—and ultimately decisive—factor
was political opposition from Iran-aligned parties and militias inside Iraq.1? These groups
attacked the project on multiple grounds: its high cost, the higher per-barrel transport price
compared to southern ports, and conspiracy theories alleging that Jordan would take Iraqi
oil at steep discounts, or that the oil would even be allowed to reach Israel.13 Behind these
arguments was a strategic motive: keeping Iraq dependent on the Strait of Hormuz increased
Iran’s leverage and ensured that any closure of the strait would have maximum global impact.

By 2019, Iraq was ready to begin construction on its section of the pipeline, but political
resistance prevented the project from moving forward. The result was that Iraq entered the
war without the alternative export route it had spent decades discussing.

A third missed opportunity was the Basra-Yanbu pipeline to Saudi Arabia. Built in the 1980s
to bypass Hormuz, the pipeline was rendered defunct and later seized by Saudi Arabia in the
years following the 1991 Gulf War and repurposed for the kingdom’s own use. Iraq has
sought to regain access since 2003, but political tensions and Saudi reluctance have
prevented any progress.

Iraqi officials have perennially talked about repairing and reviving the old oil export pipeline
to the Syrian port of Baniyas, which has been out of operations and in disrepair for more than
four decades.l* At least in this case, hostility and wars - rather than indecision or
manipulation - have been the main barrier to accessing this export route to the
Mediterranean.

The failure to restore the Irag—Turkey pipeline and the collapse of the Basra—Aqgaba
project were not technical or financial problems; they were political failures driven by
internal fragmentation and external interference.

Taken together, these failures - some far less excusable than other - left Iraq with a single
major export route—one that was always vulnerable to geopolitical disruption.

Lessons and Conclusions

The war made clear that Iraq’s dependence on the Strait of Hormuz is not merely a logistical
issue but a national-security liability. The country’s inability to diversify its export routes left
it exposed to a predictable crisis, and the consequences were immediate and severe. The
failure to rebuild and restore normal operations to the Iraqg-Turkey Pipeline and the collapse

12 For more on the genesis of the Basra-Aqgaba pipeline and political opposition to the project during the push to
implement it by the government of former PM Mustafa al-Kadhimi government, see:
https://amwaj.media/en/article/basra-aqaba-pipeline

13 In his April 2022 remarks, Qais al-Khazali claimed the Basra-Agaba project was designed “to serve the Zionist
entity.” See: https://tinyurl.com/dmv8jhkh

1 The discussions have gained more momentum following the overthrow of the Assad regime in December 2025.
See: https://www.spglobal.com/energy/en/news-research/latest-news/electric-power/081225-irag-syria-discuss-
reviving-kirkuk-baniyas-crude-pipeline-shuttered-for-two-decades



https://amwaj.media/en/article/basra-aqaba-pipeline
https://tinyurl.com/dmv8jhkh
https://www.spglobal.com/energy/en/news-research/latest-news/electric-power/081225-iraq-syria-discuss-reviving-kirkuk-baniyas-crude-pipeline-shuttered-for-two-decades
https://www.spglobal.com/energy/en/news-research/latest-news/electric-power/081225-iraq-syria-discuss-reviving-kirkuk-baniyas-crude-pipeline-shuttered-for-two-decades

of the Basra-Aqaba project were not technical or financial problems; they were political
failures driven by internal fragmentation and external interference.

The crisis also demonstrated that trucking is not a viable substitute for pipelines or maritime
exports. It is too slow, too expensive, and too limited in scale to sustain a modern
oil-exporting economy. Iraq’s reliance on trucking during the war was a sign of desperation,
not a sustainable strategy.

Without diversified export routes and more resilient energy infrastructure, Iraq will
remain exposed to geopolitical shocks that threaten both its economy and its
political stability.

Perhaps the most important lesson is that Iraq’s vulnerability is self-inflicted. The country has
not only failed to diversify its economy away from oil; it has also failed to diversify the
infrastructure that supports its oil sector. Even if oil remains the backbone of the economy;,
Iraq could have built a more resilient export system. It chose not to, or was prevented from
doing so by political actors whose interests did not align with the country’s long-term stability.

The government’s recent decision to expedite financing for the Basra-Haditha project (a key
requisite for the Basra — Aqaba project) suggests that the shock may finally have created the
political momentum needed to overcome past resistance.!> This move is welcome, and any
future effort to diversify export routes should incorporate transparency and environmental
safeguards from the outset—through metering at key nodes, standardized reporting,
auditable revenue tracking, and alignment with longer-term efforts to reduce dependence
on oil.

Whether this momentum can be sustained remains uncertain. What is clear is that Iraq
cannot afford another crisis of this magnitude. Without diversified export routes and more
resilient energy infrastructure, Iraq will remain exposed to geopolitical shocks that threaten
both its economy and its political stability.

For additional reports and analysis, including “Who Has Sovereignty? How Iraq’s Political Order
Exposes the Country to War” [PDF] and our weekly Iraq Security and Humanitarian Monitor (ISHM),
visit EnablingPeace.org. EPIC also produces regular Iraq Briefings on YouTube.

If you find this work valuable, please consider supporting EPIC with a charitable contribution at
enablingpeace.org/donate.

15 In April, the Iraqi government approved $1.5 billion in funding for the Basra—Haditha multi-directional oil
pipeline, which is meant to provide strategic flexibility for crude exports via Turkey’s Ceyhan port as well as Syria’s
Baniyas and Jordan’s Agaba ports. The 685-kilometer pipeline is expected to carry up to 2.25 million bpd. See:
https://enablingpeace.org/ishm540/#Headline3
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