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This file photo shows an Iraqi national flag flying front of excess gas being burnt off, at a pipeline in the newly opened section of the oil refinery of Zubair, southwest of Basra in southern Iraq. As crude
prices plunge, Iraq’s oil sector is facing a triple threat that has slashed revenues, risks denting production and may spell trouble for future exports. — AFP

BAGHDAD: Iraq’s revenues from crude sales
dropped by nearly half in March, its oil min-
istry said Wednesday, as a global price crash
stokes fears of collapse for the petrol giant.
The second-biggest crude producer in the
OPEC oil cartel, Iraq sold 105 million barrels
in March, earning $2.99 billion, according to an
oil ministry statement.

In February, it sold fewer barrels — 98.3
million-but earned nearly twice as much at
$5.5 billion.

The difference is due to plummeting prices,
with Brent North Sea crude sinking to $25.11
on Wednesday, the lowest price in 18 years.
The slump is due to a price war between major
producers Saudi Arabia and Russia, as well as
a drop in demand caused by the spread of the

novel coronavirus. 
Iraqi oil trades at about $4 less than the

benchmark price, with Oil Minister Thamer
Ghadban telling local media this week that his
country’s crude was selling for $21 a barrel.

That is worrisome for Iraq, where oil rev-
enues make up more than 90 percent of the state
budget in the absence of significant alternative
industries. Officials had drafted a 2020 budget
based on estimates Iraqi crude would sell for
$56 per barrel.  At that rate, Iraq would face a
monthly deficit of $4 billion just to keep the gov-
ernment running and pay salaries to its bloated
public sector, the International Energy Agency
estimated last month.

Iraqi officials have told AFP they are consid-
ering a range of cost-cutting measures to trim

the budget but have yet to finalize their plans.  
As crude prices plunge, Iraq’s oil sector is

facing a triple threat that has slashed revenues,
risks denting production and may spell trouble
for future exports. So what are the challenges
facing the only significant industry in Iraq, as
global oil prices fall to around $25 a barrel? 

How will Iraq pay the bills? 
The price crash means Iraq’s monthly crude

revenues were slashed by nearly half from Febru-
ary to just $2.99 billion in March. The second-
biggest crude producer in the OPEC oil cartel,
Iraq pays international oil companies (IOCs) about
$3 billion quarterly to extract its crude. With oil so
cheap, the government is desperately looking to
cut costs and delay payments. Last week, the

Basra Oil Company-the state-owned firm coordi-
nating production in the oil-rich southern
province-asked IOCs to accept a delay in six
months’ worth of payments and cut work budgets
by 30 percent, according to letters seen by AFP.

“A delay in first quarter payments is neces-
sary, and we asked for the second quarter just in
case,” said Khaled Hamza Abbas, BOC’s assis-
tant director and a signatory to the letter, telling
AFP that oil companies had yet to respond.

But IOCs are already taking independent ac-
tion, according to internal letters seen by AFP. 

Oil superpower ExxonMobil immediately
asked sub-contractors to “reduce overall cost”
with other firms asking suppliers for discounts.
“IOCs are cash-strapped,” a source at the main
operator in the south told AFP. — AFP
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As prices fall, oil giant Iraq faces new threats


