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INTERVIEW
Deferring Investments in Iraq
Would Have Very Negative Consequences
for the Country but Also for the World,
Fatih Birol, Chief Economist
of the IEA, tells AOG
u The two key aspects are the legal reforms affecting the hydrocarbon sector and the

construction of the new industrial facilities needed.
u Iraq could account for 45% of the growth in world oil production during the current

(Following is the text of a telephone
interview conducted on 8 October with Mr.
Fatih Birol, Chief Economist and Director,
Global Energy Economics Directorate, at the
International Energy Agency – see page 10
for his biography. The interview was devoted
to a special report entitled Iraq Energy
Outlook that the IEA published on 9 October.
It forms part of the Agency’s World Energy
Outlook series, the 2012 edition of which will
be published on 12 November. Other articles
on Iraq in this issue can be found under the
headings Top of the News, Iraq and
Documents. AOG last published an interview with Mr. Birol on 1 December 2011).
AOG : In the International Energy Agency’s Iraq Energy Outlook, three scenarios are
outlined for the development of Iraqi oil production in the coming years (designated “central”, “high”
and “delayed”). According to you, which is the most likely scenario?
n Fatih Birol : The central scenario [Editor’s note: which projects that Iraqi oil production
will reach 6.1 million barrels/day in 2020 and 8.3 million b/d in 2035] seems most likely, but
I cannot rule out the delayed scenario [Editor’s note: In this scenario, Iraqi oil production rises to
4 million b/d in 2020 and 5.3 million b/d in 2035], since there are major legal and political
problems in Iraq that have a big impact on the hydrocarbon sector.

AOG : What is the principal obstacle or obstacles along the way to an increase in Iraqi oil
production?
n F. B. : There are two key elements in this respect: the legal reforms affecting the
hydrocarbon sector and the construction of new industrial facilities. As regards the first point, the
current problems between the federal government and the regional governments are a major
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obstacle. It is in everyone’s immediate interest that these problems are resolved and that Iraq adopts
a new hydrocarbon law. As for the new facilities required, they essentially relate to oil production,
of course, but also to the export and storage of oil and water injection into oil reservoirs
AOG: You point out in your report that, once the country’s most pressing needs have been met, its
aim of installing a reasonable reserve of spare oil production capacity will strengthen confidence on
the world’s oil markets. Could you explain Iraq’s intentions in this particular respect?
n F. B.: Iraq could account for some 45% of the expected growth in world oil production
during the current decade, and the country will soon become the world’s second largest crude
oil exporter after Saudi Arabia. This position will give it substantial responsibilities as regards
the international oil market. Some Iraqi officials have made statements about spare production
capacity in the future, and, although this is not a priority for now, this would make a welcome
contribution to stabilizing the world oil market in the future.

AOG: The Iraq Energy Outlook does not only review the Iraqi oil sector but also contains
lengthy passages devoted to natural gas and the power sector, which pose major challenges for Iraq. The
IEA even suggests that natural gas could play a far more important role than oil in the future electricity
generation of Iraq.

Launch of the Iraq Energy Outlook in Baghdad on 10 October - Copyright OECD/IEA 2012.

n F. B.: Iraq possesses substantial gas resources, but they are largely under-exploited,
since 60% of the associated natural gas it produces is flared at the moment. In particular, there is
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enormous potential for recovering associated gas in the Basrah region. We think Iraq should
primarily utilize its gas for power generation and for its petrochemical industry. In export
markets, the country could be a very competitive supplier, especially for deliveries to the
European market.
AOG: Let us return to your scenarios on the future development of Iraqi oil production. When one
looks at the very tense relations between the federal government and the Kurdistan Regional
Government, and bearing in mind that the draft oil bill presented by the government in 2007 has still not
been adopted by Parliament, one can only say that your delayed scenario looks very probable.
n F. B.: It is clear that there is a significant likelihood of this scenario coming to pass. In
developing it, we wanted to show the Iraqi authorities what the country would lose on these
assumptions. The cumulative impact of the delayed scenario relative to the central scenario is
huge, since the national wealth that would be lost could amount to $3,000 billion between now
and 2035. The consequences of this scenario are very negative for Iraq, but also for the world,
since it would very probably result in tighter oil markets and in a rise of around U.S.$15 in oil
prices, which could reach close to $140 per barrel in real terms by 2035.

AOG: Isn’t the high scenario, which projects that Iraq will be producing 9.2 million b/d of
crude by 2020, totally unrealistic?
n F. B.: Iraq’s oil potential is such that there could be a huge increase in its production in
the coming years, but there are other factors at work over and beyond the country’s resources
and reserves which will make such an increase in production difficult. Even in producing
countries that did not face political and infrastructure problems on this scale, we have barely
seen such a large increase in such a short time before. This scenario is clearly not the most likely
one at this point of time of the three we outline in this report.

