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Since its recognition by the 2005 Iraqi constitution, the Region of Kurdistan has officially 

acquired such an important degree of autonomy (it benefits from its own government and 

parliament, its own administration, its own laws, its own security forces and its own foreign 

policy without, or with minor, interference from Baghdad) that it is now often referred to as a 

"quasi-state." While the Kurdistan Regional Government (KRG) has recently established its 

effective control over Kirkuk – the “Kurdish Jerusalem”
1
 – after the withdrawal of the Iraqi 

federal army last June, it has become a famous claim amongst the Kurdish population that the 

time has finally come for independence.   

This popular fervor has quickly been shared by Western media and analysts, convinced of the 

imminent emergence of a new state in the Middle East. Hundreds of journalists have flocked 

to the region since the beginning of summer 2014, eager to become first-hand witnesses to the 

remaking of its political landscape. 

This opportunity is attractive to locals and has therefore often been used by political actors to 

galvanize supporters. However, the same Kurdish leaders are well aware that important issues 

challenge this project and they privately recognize that it should be delayed. Indeed, although 

the turn of the conflict against the Islamic State organization has turned in favor of the Kurds 

(95% of the claimed territories for a future state are now under their control, with the last 5% 

within reach
2
), significant conditions for a successful declaration of independence are still far 

from being met.  

In terms of the economy, the budget of a Kurdish state would, in the current situation, mostly 

depend on oil revenues. As a senior official from the Kurdish Ministry of Trade and Industry 

explains
3
, investment in the oil sector has – so far – been the main priority of the KRG. 

According to this official, the choice is strategic: with oilfields alongside the Kurdish border 

with the rest of Iraq, attracting major foreign oil companies is seen as the creation of a 

protective fence for Kurdistan. Thereby, the local Ministry of Natural Resources could 

de facto be considered as a second Department of Defense. Oil is used both as a source of 

income and as a source of security. If the security aspect has been confirmed by the 

intervention of Western forces against the advancing Islamic State organization towards Erbil 
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in August 2014, the economic strategy has been challenged by a big drop in oil prices. With a 

barrel ranging between US$ 43 and US$ 60 since December 2014, Kurdish leaders have come 

to realize that relying mainly on such unstable incomes could threaten the region and a future 

state. 

At the time being, it is impossible for the Kurdish government to offset this loss of earnings 

through its other business segments. Even though the region has enjoyed a decade of strong 

economic growth, the Kurdish industrial production is still very limited: import of consumer 

goods has long been favored. The tourism sector, despite the coronation of Erbil as the 2014 

Arab Tourism Capital, has been severely damaged by the instability that now prevails in the 

region. Tourists, mostly Arabs from Iraq, no longer come for vacation and many hotels have 

had to close
4
. Finally, incomes from taxes remain very limited: the culture of taxation is still 

inexistent in Kurdistan, where oil revenues had long been considered sufficient to meet the 

needs of the region
5
. 

A conflict between Erbil and Baghdad since February 2014 over independent Kurdish oil 

exportation has also led the central government to stop transferring its budget to the region, 

quickly leading to an important financial crisis in Kurdistan. This crisis has questioned the 

financial management of the region and the local government has now given priority to the 

diversification of its revenue sources: taxes, agriculture, industry and tourism should be 

valued. The KRG’s stated aim is to achieve thorough diversification within 5 to 10 years
6
. 

A unilateral declaration of independence within the year, or within the next two years, as 

some international observers estimate, would worsen this already difficult economic situation 

in the Kurdish region. Because a large majority of its industrial exports (Pepsi, cement, cinder 

blocks, sand, furniture, etc.) are meant for the rest of Iraq, an independence imposed on the 

central government would arguably negatively impact local business. The role of Kurds as 

intermediaries in Iraqi imports from Turkey would also be questioned
7
. In sum, an 

independent Kurdistan would lose access to one of the largest sleeping markets (i.e. the rest of 

Iraq), empowered by consequent oil wealth, that one day will play an important role in the 

Middle East.       

In addition, Kurdish development internally relies on foreign dynamism, in the shape of 

investors, workers and consumers, and a separation from the rest of Iraq could jeopardize 

their presence. Indeed, the high degree of foreign investment in Erbil and Sulaymanieh can 

largely be explained by the safe access these Kurdish cities offer to a global Iraqi economy. 

For now, Kurds have managed to take advantage of the situation, defining themselves as “the 

other Iraq” as an effective marketing technique, but this situation could be challenged. 
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Furthermore, the recent conflict with the Islamic State organization has highlighted the 

essential – but fragile – role of neighboring visitors in the Kurdish economy: the now 

restricted access to the Kurdish region, for security concerns, has had a disastrous impact on 

its development. The healthcare sector (hospitals, laboratories, pharmaceutical drug 

production, etc.) for instance, that is normally very active in Erbil and provides a living for 

many, is currently greatly affected. A significant number of patients were Arabs from the 

south who, for the most part, are now prevented from entering the region. These patients have 

turned to Baghdad, as they would still probably do in case of Kurdish independence
8
. Thus, 

another important economic sector for Kurdistan would be at risk.  

In fact, the KRG is still very economically dependent on the rest of Iraq and on its 17% share 

of the federal budget. The recent interruption of funds transfer since February 2014 has had 

tremendous consequences for the region: civil servants have not been paid for months, public 

investments have stopped and economic growth has collapsed. Thus, it has become clear that, 

in the current circumstances, a Kurdish state would not be economically viable without 

financial support from Baghdad. According to a senior official from the regional Ministry of 

Finance, the KRG would have to be able to independently export at least 700,000 barrels of 

oil a day at the current price to balance the budget legally provided by Bagdad (when actually 

fully transferred…). It is not the case yet
9
. Kurdish government expenses are indeed 

substantial, with an impressive number of wages and pensions paid every month. In total, 

some 65% of the regional budget has been dedicated to the payment of these salaries and 

pensions
10

, directly providing for the needs of 60 to 65% of the population
11

.    

Independence is also politically debated as Kurdish parties express differences on the subject. 

Influential members of the Patriotic Union of Kurdistan (the main Kurdish political party with 

the Kurdistan Democratic Party), such as Adel Murad and Najmaddin Karim, for example, are 

more reserved. They are cautious about the role of Turkey and Israel in the process
12

. The lack 

of united armed forces
13

 and problems of corruption also undermine the prospects of a future 

state. It is worth noting that, despite their sensitive nature, problems of corruption are no 

longer considered a taboo in the region and have been tackled by local media.   

Although the Kurds’ common ambition is to eventually form a state of their own, a 
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declaration of independence in the coming months would be premature. The KRG has other 

immediate priorities, such as managing a million and a half refugees fleeing the Islamic State 

organization and protecting a 1,000 kilometer long front line
14

. This direct consequence of the 

war is another financial burden for the region: according to the World Bank, “the stabilization 

cost for 2015 is estimated at US$1.4 billion in additional spending above and beyond the 

KRG budget”
15

. In this climate of military and humanitarian crisis, political objectives should 

not come before economic sustainability.  

Behind the scene, however, continuous and silent efforts are being made to secure a possible 

future independence. Contrary to sentimentally-based or tactical announcements regularly 

made to mobilize political forces or to pressure the central government in times of tension, 

this in-depth work is not constrained by any defined schedule. The strategy attached to this 

particular work is divided into three main pillars: strengthening the local economy, 

strengthening local institutions (government, parliament, etc.) and strengthening relations 

with the international community. Thus, Karwan Tahir Jamal, Deputy Head of the Department 

of Foreign Relations (equivalent to a Kurdish Ministry of Foreign Affairs), who himself 

believes that Iraq is a "country that cannot endure" due to fundamental differences between 

Kurds and Arabs, considers that independence cannot be achieved through conflict
16

. Rather, 

he recommends a singular two-step process that is relatively unheard of. First of all, it is 

necessary to reach a mutual understanding with Baghdad. Indeed, a unilateral declaration of 

independence could trigger a new war for the Kurdish people, and this should be avoided. 

Organizing a joint referendum with the rest of Iraq, in contrast with the Kurdish vote that is 

regularly mentioned by leaders
17

, could be a solution to the matter. Secondly, the international 

community should be called upon. On that point, Karwan Tahir Jamal explains that in the 

event of a prior agreement between Erbil and Baghdad, 80% of the international community 

would support the choice of mutual separation, Turkey included. This would be fundamental 

to the survival of the future state, in that it would secure its trading sector and, most 

importantly, its oil exports: a Kurdistan that depends on the Ceyhan pipeline is indeed a 

Kurdistan that depends upon Ankara... This whole negotiation process could therefore take 

two years, as it could take ten or more, depending on the actors’ willingness to reach a deal.  

Iraqi unity has not totally been ruled out by Kurdish leaders either and it is still considered 

acceptable for the time being. Following the 2014 national elections, Kurds have retained the 

presidency of Iraq, by the appointment of Fuad Masum, and several ministerial positions, 

including the important Ministry of Finance allocated to Hoshyar Zebari. On December 2, 

2014, an agreement was also signed between Erbil and Baghdad over oil exportation: the 

KRG agreed to export 550,000 barrels a day through the State Oil Marketing Organization (an 

Iraqi state oil company) in 2015 and the central government agreed in turn to resume the 
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transfer of its monthly budget – roughly US$1 billion – to the region
18

. Although both sides 

have not fully respected their engagement yet, and although a struggle over figures and text 

interpretations endures, this agreement has had the merit to unlock a situation that was 

counterproductive for the two of them.  

With Massoud Barzani’s Kurdish presidential mandate coming to an end on August 19, 2015, 

the discourse on independence will arguably be extensively mobilized in the coming months. 

Despite its popularity, the case has yet to be made that it would grant Iraqi Kurds the 

liberation and personal freedoms they expect. In the current context, economic factors would 

undermine the success of such a move. Working with Baghdad, however, has so far been 

considered a realistic way to achieve positive results. Local leaders have well understood that 

they should work on the long term: a statehood that is not properly conceived and prepared 

could leave the Kurdish people disappointed.  
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