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Abstract--- Natural resources have formed a significant impact the economic growth and political stability,
especially for the new governments. Nonetheless, lack of good governance of these resources creates political issues
and economic crises. Kurdistan Regional Government(KRG) is one of the examples that is faced by issues and
challenges because of lack of good governance of natural resources. Due to effectiveness of natural resources, many
scholars conducted studies on the political, economic, administrative and legal dimensions of the natural resources.
Therefore, the purpose of this paper is to discuss issues and crisis faced by Kurdistan Region due to KRG managing
natural resources. The paper explains how KRG has started working in the natural resources sector and analyzes
the political and economic fluctuations caused by managing this sector. Moreover, the main impacts of the crisis on
the public and private of sectors Kurdistan Region are illustrated. Finally, the paper ends by designing some
conclusions and identifying areas to be taken in consideration for further research.
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. INTRODUCTION

Oil and gas are two important types of natural resources that have great influence on the world economy and politics
[32]. Nowadays, oil crude is one of the most negotiable matters in the world. The fluctuations of oil prices affect
the macro and micro-economics of all the countries around the world. The Economy of many countries like
United Arab Emirates, Qatar, Bahrain, Saudi Arabia, Kuwait, Irag and some other countries are oil dependent
[4]. Therefore, development of such countries depends on the changes that affect oil. Apart from advantages of
oil in economic growth and political agreements, the natural resources negatively affect some disputed territories
and create threat of conflicts [15]. Middle East, for example, is one of the most significant oil-rich territories in
the world having serious economic and political issues. In 1970s, Iraq encountered an increasing growth in
economy and stability in politics owing to the advantages of natural resources [72]. Nonetheless, the territorial
disputes and unwise governance led the country to wars and poverty [6]. Kurdistan Region as an autonomous, de
facto state, region in the north of Iraq, is also an oil dependent entity and thus faced by political and economic
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I1. HISTORICAL BACKGROUND OF THE KURDISTAN REGION
Kurdistan Region, officially called Kurdistan Region of Iraq, is an autonomous region in the north of Irag. The
autonomy of Kurdistan Region dates back to 11 March 1970 agreement between Kurds and Arab Socialist Ba’ath’s
cabinet [55]. Before the 11 March Autonomy agreement several revolutions held by the Kurds so as to get
independence from Iraq. Nevertheless, after four years, the Iragi government retreated from the agreement of
autonomy right in 1974. In addition to that, the Iraqgi authorities continued in violating human rights against Kurds
for more than a decade and a half [24]. Consequently, revolutions and armed conflicts occurred between Iragi Army

and the Kurdish Peshmarga, those who volunteered themselves to defend Kurdistan.

After Kurdish rebellion against Iragi government for more than a decade, the uprising of Kurds took over in
March 1991 in the northern Iraq against Saddam’s regime [67]. In the meantime, the United Nations Security
Council passed the Resolution 688 ordering the Iragi government to stop campaigns against Kurds [70]. The
resolution guaranteed non-fly zone area in the North of Iraq. Therefore, the Kurdish Peshmerga, succeeded in
pushing out the main Iraqgi forces from the northern governorates [55]. Consequently, the three governorates of
Erbil, Sulaymaniya, and Duhok became components of the Kurdistan Region which comprises 46,861 square
kilometers with a population of 5.9 million (newest estimation) [49]. Although the Kurdistan Region has been an

autonomous region inside Iraq, the Region was welcomed by the international community as a de facto state [68].

Following the collapse of Saddam’s regime, the Kurdistan Region entered a new era in administrative, political
and economic aspects [47]. There are three main factors of this change, such as the world economy saw several
fluctuations due to economic crisis and rise of oil price, USA existence in the territory, the weakness of the central
government in Baghdad, and the reunification of the two KRGs [53]. Due to the American invasion to Iraq in 2003
the oil price raised because of the shortage of Iragi exportation of oil and the world economy was faced to economic
crises, so the neighboring countries like Turkey needed Kurdistan Region’s oil and gas. The US existence in the
region became a great support to Kurds to act as a de facto state. Furthermore, after the collapse of Sadam’s regime

no political party could lead the Arabs in the middle and south of Irag.

Although the establishment of the Region dates back to 11 March 1970, the Kurdistan Regional Government was
established in 1992 [43]. Kurdistan Region is not a stable state with low level of democratic decentralization and
governance. The Region has a secular system with the Majority of Muslims and minority of Christian, Yezidi, and
other religions. The majority of the population is Kurd with minorities of Arabs and Turkmens. Most of the people

live in the urban areas. Kurdistan is affected by the Iragi genocide (Anfal) campaigns in the 1980s and Irag-Iran war.

Further, after two years of the establishment of the government, main parties, Kurdistan Democratic Party (KDP)
and Patriotic Union of Kurdistan (PUK), run a civil war against each other about administration of the revenues.
Consequently, the government was divided into Kurdistan Democratic Party controlled Regional Government in
Erbil and Patriotic Union of Kurdistan controlled Regional Government in Sulaimaniya[24]. By the collapse of the

regime, the two governments in Kurdistan Region (Erbil and Sulaimaniyah KRGSs) were reunified [61].
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I11. CONCEPT OF CRISIS

Krisis is a Greek word from where the sound crisis appears, expresses pronouncement or selection. It depends on
the variety of usage, according to the topic of the researcher's method. Crisis is an antithetic state which used only in
negative situation [59]. Because of having no specific explanation of organizational crisis, researchers are divided in
their opinion [31, 29, 66, 51, 18]. In the point of view of each scholar, the definition of crisis depends on the
dimensions of crisis. Some researchers and practitioners relate the definition of the concept to time, or place, or

victims, or solutions, or outcomes or even size of the damage.
The followings are the list of definitions:
1. Crisis is a turning point in which an organization leads to better or worse [31].

2. Crisis is a serious case with a strong negative result hampering an organization, company and the existing
stakeholders, products, services or the fame of the organization. It hinders usual trade performances and foretells the

persistence of the organization at the same time [29].

3. Crisis is a particular, accidental and unusual corporation based circumstance or string of states that occurs

extreme uncertainty and threat or perceived threat to an organization elevated priority target [66].

4. Crisis is an event having potential of impact on the whole organization. Meanwhile, it can be classified as a

major crisis only when it affects a big part of a corporation [51].

5. Major crisis is termed as a huge number of human lives, economics, property, fame, regular health as well as
well-being of a Corporation. The performance of a Corporation become affected and it hampers the result when it

becomes realized an unpredictable state that threatens important prospect of publics [18].

One of the main resemblance definitions of the crisis is that crisis is the result of an event or state that negatively
affect the prosperity of an organization. Moreover, the similar elements, such as realization, probability, not
expected, and threat are being used in the definitions. Actually, crises are mostly not observed, they take place
abruptly but they hinder the pace of the regular actions of an organization and also interrupt the functionality.
Because of having potential of undesirable result, crises are seen as a threat to the organization. In addition, threat is

another name of damage [17].

Coomb (2007) and Seeger et al. (1998) become agreed on providing more holistic definition as they suggest that
the crisis is perceptual, affects performance, unexpected, threatening organization and full of uncertainty along with
negative results. Additionally, crisis is considered as “a serious threat to the basic structures or the fundamental
values and norms of a system, which under time pressure and highly uncertain circumstances necessitates making

critical decisions” [65].

Alsamary (2014) clarified that the obstacle comes and nobody knows how to handle the situation and how to
treat since it is thought that crisis is a threat of astonishment by one way or another unworried welcomed by the light
of a few indicators. Threat, perhaps, is a natural situation like floods, storms or earth quake, or economic or a
political movement like in the Arab Uprising (Arab Spring), or financial crises or can be somehow minor at the level

of organization [5]. Furthermore, scholars have proposed that the matter "when" is important in the concept of crisis
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not the existence of the organization. It is crucial to be ready to respond crisis because it happens despite having the
active prevention programs [30]. Person and Clair (1998) have Illustrated that as a low-possibility rate, high-impact
situation threatening the durability of the community and also defined by the doubtfulness of the reason, impact and

ways of resolution, since there is a firm belief that decisions must be made readily.

With the possibility of high level of risk the concept of crisis reflects an unexpected event that generally ends in
unwanted consequences. Crisis often puts organizations into ill repute that endangers the organizations’ normal
growth as well as menaces their survival [20]. Although, some of the crises can be prophesied such as economic,
financial or military situations, oftentimes crisis happens when there is minimum expectation, most of the crises
have a low occurring probability [21]. It has a possibility of being extremely consecutive, risky with an extreme
level of uncertainty, and worry originated between the stakeholders. Managing crisis is not an easy process for it can
create anxiety within or between the organizations because of media scrutiny [42; 35] also constitute a threat to

government or political party's legality and potential [64].

Crisis podromes become hurtful threats to the system settlement and the legality in the public organizations [66].
The aftermath of crisis may not only have impact on the inside of the organization such as employees, stakeholders
and products, but also affects externally such family members of the victim(s), competitors, market share or even the
environment either locally or globally. By and large, a crisis will not only affect the organization caused it, but also

some other organizations that have direct relations with it.

It is expanded by Coombs (2007) that crisis is a state that gradually interrupts a diverse event or a portion of
greater systems of organizations. Nikolaev (2010) [54] asserted that crisis appears, arises and finishes and for that it
lasts for a while since, it is not a one moment circumstance. A firm can be accused only when it is viewed some act
that is accountable otherwise it won't be rational to accuse it, whatever it happens [10]. The last definitions of
Coombs (2007) and Nikolaev (2010) [54] is going to be adopted for this study as crisis takes time to happen, grow

and to complete and also it is a part of a bigger system of each organization.

IV. CAUSES OF CRISIS
Knowing the cause of crisis lets managers find proper and easiest solution with less time and effort [73].

Nonetheless, researchers in crisis argue different reasons and sources of crisis due to the nature of the crisis, its
scope, location and time of occurrence. Some scholars suggest that the type of crisis identifies the reason of crisis as
the nature of most of financial, economic and political crises have the same features and the same sources [3]. In the
meantime, the first three reasons are regarded as lack of good governance[37]. In general, through the opinions of
the most of researchers, most crises can arise as a result of the following 10 reasons (the reasons of crisis are

fragmented; the followings are taken out from the perspectives of different scholars):

A. Misunderstanding

It refers to an error in receiving and understanding the information available on the coming crisis facing the

organization. Several factors create misunderstanding of the issues that the organization encounters, such as: lack of
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information and warning signal of the issue [17], inability to collect the information, or inability to link information

to the crisis, and interference and confusion of information and conflict of the sources of the prodromes[75].

B. Misjudgment and Misestimating

Misjudgment and Misestimating means that information gives contrary value, appreciation and meaning to the
reality. They are among the most common causes of crises in all areas, particularly in political and military areas
[57]. Misjudgment and Misestimating include: exaggeration of the information about the crisis, excessive self-
confidence or high expectation, influenced by fake slogans (such as we are the best, we are the strongest),

underestimating other parties in the crisis, and lack of reasonable analysis of information on the crisis [28].

C. Mismanagement

This type of management is the most dangerous to the administrative entity because it causes destruction of the
organization’s capabilities. Perhaps, this explains the causes of the administrative crises in the organizations of the
Third World countries. When the organizational structure or the governmental system deteriorates, it should be
expected that disasters and crises occur [50]. Some crises arise due to random management, lack of strategic
planning and lack of communication (or administrative conflict) between departments or managers [19].
Nonetheless, apart from strategic plan and effective communication, an active follow-up or scientific control is
needed [38]. Moreover, lack of guidance for orders, information and lack of coordination threatens the status of the

organizations.

D. Clash of Interests and Goals

When opinions or interests and goals differ, conflicts arise between individuals or between departments or
between managers, which may lead to disasters and crises [45]. Each party sees this work from its angle, which may
not be compatible with the other party. Each of the conflicting stakeholders works to find a means of pressure to suit
their interests. Several reasons create clash of interests and goals. Firstly, differences in the culture and personality
of the parties to the conflict as well as differences in organizational, cultural, gender, type, and income backgrounds.
Secondly, lack of mutual respect and disrespect for power lines and organizational relationships. Thirdly, the

absence of mechanism and system in solving disputes [16].

E. Human Faults and Lack of Experience

It means mistakes due to the inability, lack of experience or willingness of the parties to the crisis to deal with
the realities of the crisis [21]. In general, Lack of experience in the project and inappropriate professional qualities
put employees, managers or the organizations in trouble, leading the organization to the risks and crises [63].
Moreover, lack of focus on work and ignorance can repeat human errors. Therefore, adequate study for the job is

needed to cope with the nature of the crisis.

F. Rumors and Sensations

Rumors are recruited in a certain way, and therefore they are surrounded by a series of false information,

announced at a certain time, within a specific climate and environment, and through a specific event that triggers the
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crisis. Rumors and sensations are the outcomes of confusion of officials, climate with limited information and mass

tensions [14].

G. Desire to Extortion and Power Exhibition

The lobbyists, as well as the stakeholders, use such methods in order to reap the unfair advantages from the
administrative entity. Ivlevs and Hinks (2015) argue that interest groups’ style is to create successive crises in the
organization and create a series of crises that force the decision makers to obey their interests. The interest groups
expose the leaders (top management) to psychological, physical and personal pressures due to the existence of
conflict of interest and the desire to destroy others or destroy other organizations so as to show power in front of
others [11, 23].

H. Lack of Trust

Lack of faith in others and lack of confidence in people working around the organization, and may inspire lack of
trust in the whole system, such as lack of confidence in the senior management or organization [41]. Some scholars
suggest that lack of trust originate from low income, low morale or motivation as well as lack of interest in work
[33]. In addition to that, other scholars such as [52]belong trustless to tyranny and dictatorship in administrative

work, concern and fear of the actions of the regime and appeasing presidents and resorting to political tricks.

l. Intentional or Planned Crises

Sometimes the top management and leaders try to produce problems and crises to camouflage larger crises. It is
an attempt to distract from a real crisis by triggering imaginary crises [76]. In the developing countries, authorities
plan to make troubles and crises to gain achievements immorally at the expense of others. That is, people are to be

busy to solve the new crisis, neglecting the real crisis.

J.  Wars and Conflicts

It has been experienced that wars and conflicts can affect countries’ governance procedures. Some crises emerge
due to the chaos originating from the wars and conflicts appeared in the country [44]. Apart from the destructions
that wars bring, they need financial supports to continue. Furthermore, the aftermath of conflicts remains for a long

time by which the organization can be easily affected due to the shortages in other sectors [8].

V. IMPACTS OF CRISIS
Each crisis has specific outcomes according to the circumstances and causes that the crisis rise in. Most of crises

have sever effects on the future of the organization. The concept of crisis is mostly translated as dangerous and
frightening. Nevertheless, some scholars argue that leaders and managers can take benefit from crisis as crisis has

lessons for the future circumstances.

A. Negative Impacts

Seeger et al (2005) declared that crisis is a fundamental prolongation or breakage of organizational durability as
well as status quo. Out of this description set up that crisis has harmful consequences on the organization settlement

that run to an important question whether or not the Organization would manage to keep it on after crisis incident.
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The impacts of crisis can be both long or short term, according to the shape of the faced problem. Regardless of the
type of the crisis that occurs, the damage is always boundless. During serious crises the consequences are acute and
the cost is the organization's existence. Similarly, It is commonly decided that a crisis has a psychological [13],

economic and financial [2], political [11] and administrative impacts on the organization [2].

Coombs (2007) declared that crisis is the access that impend huge surmise of stakeholders also can affect the
organization activity. According to this definition, crisis can impact the employee performance. While the crisis
strikes, employee become discouraged, at the same time accuse the morality of the administration. Thus, the result
of a crisis can be scaled on violent pledge and comprehended institutional support by realizing to what extent they
took their organization is liable for the crisis situation. During the crisis, institutions and participants of the
organizations want their rulers to mitigate the influences of crisis at hand, whereas pundits and bureaucratic

opponents attempt to abduct the condition to impeach the policies of administration leaders.

Crisis is a circumstance which charges finance as well as time that continuously insists organizations ignore it
through reacting properly to save capital, human beings and their worthy concept [38]. Therefore, the KRG leaders
have attempted to find solutions but very slow in their efforts [9]. In serious conditions decision-makers are,
somehow, obliged to set up an emotion of order cherish combined learning from the experiences taken from
previous crises. In the confrontation of crisis, top management should cope with strategic provocations that the
organization faces, the economic and political threats and chances that the organization encounters, the mistakes

leaders make, the inaccuracy top management need to turn away, and the ways distant from crisis they may look for.

The need for administration is sometimes more important with the presence of a whole day news reports cycle
and a progressively internet savvy public with constantly shifting technology. Public authorities have an
extraordinary liability to aid protecting community from the sluggish outcomes of crisis. Scholars in crisis
management sight to disquiet themselves with all stages of crisis, the trimming position, the onset and the
aftereffects [12]. Leadership of crisis management, by then, engages five complex duties, sense making, decision
making, and meaning making, termination and learning. In fact, some of political theorists regarded this to be one of

the main responsibilities of governments [25].

B. Positive Impacts

Although the results of crisis are always negative, there is still a little chance of positive consequences. This is
known as ‘Silver Lining Effect’[66]. Augustine (1995) [7] stated that most of the crises take on into itself the seeds
of opportunity of success along with the bulb of defeat. In another meaning, Rosenthal et al. (2001) claims that crisis
is descripted to have both elements that comprise risk and chance to the organization. In essence, leaders of
organizations can utilize crisis as risk to their organizational advantages and chance to search new fields of
progressing their organization by using public and internal relations [26]. Within the dynamic positive outcomes
when a crisis strikes are: leaders appear, new concepts are raised, modern policies are identified and latest strategies
are implemented [2]. In the time of crisis, changes are inescapable and at times violent. Good organizations deal

with unlucky situations as opportunities to make instant mutations and thus shift the result from worse to better.
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C. Administration and Marketing of Kurdistan Region’s Natural Resources

The Kurdistan Region’s natural resources include oil and gas. Since the Iragi government and KRG have focused
on oil and neglected gas industry, the article’s concentration is going to be on oil rather than gas. Iraq and Kurdistan
Region are among most oil-rich countries, number five in oil reserves [27]. According to OPEC Annual Statistical
Bulletin (2017), Iraqi oil reserves have been considered as the fifth-largest proven oil reserves in the world, with an
estimation of more than 140 billion barrels. Irag’s economy has been dominated by natural resources. In Iraqg, oil
constitutes more than %94 of exports which has negatively affected countries economic development [56]. Due to
lack of real reform, oil domination on Iraq’s economy and not planned-well budget Iraq suffers from corruption,
poverty, unemployment, and political conflicts, although Iraq has got a very huge revenue after 2004 [40]. This is

the same case of Kurdistan Region as the region has a constitutional status in the new Irag.

According to the Iragi new constitution, the KRG has the right of signing natural resources contracts but with the
acceptance of the Iragqi government [36]. Development and administration of the natural resources of Kurdistan
Region is the Ministry of Natural Resources responsibility according to Kurdistan Region’s Oil and Gas Law (Law
No. 22 of 2007), which entered into force on August 9, 2007 [60]. The KRG Ministry of Natural Resources claims
that they have the right of administrating the natural resources according to the Iragi constitution in accordance with
the articles 111, 112,115 and 121 [48]. Nevertheless, the articles 112, 115 and 121 of the Iragi constitution are
elastic. That is, these articles give the right to both Iragi government and KRG to have the intention of controlling

the dossier.

Consequently, after the reunification of the KRGs, Kurds started thinking of the Oil dossier. From 2006 to 2018
the KRG signed more than 60 energy contracts with many oil and gas local and international companies such British
Petroleum, Gasprom, Exxon Mobile, Genel Energy, Dana Gas, DNO, Total, Chevron, Gulf Keystone Petroleum,
Westren Zagros Resources, Aspect Energy and so on [46]. In addition to that, Kurdistan Region’s intentions have
not restricted to only signing contracts about oil drilling, the KRG has exceeded the limitations and started to export

oil unilaterally [36].

The KRG has had two marketing methods to sell the oil; local and international methods. For the local, after
lifting crude oil to main oil refineries the oil derivatives were sold at formal auctions [48]. Before 2010, the Ministry
of Natural Resources has started exporting oil by tankers through Iran and Turkey. Nonetheless, at the beginning the
Iragi government did not take important consideration to this trade because the KRG could not export too many
barrels of oil [9]. Later by 2013, the KRG completed the Kurdistan pipeline that Stretching over 970 kilometers
from (TaqTaq) oilfield through (Khurmala) oilfield and (Duhok), then to (FeshKhabur) on the Turkey-Iraq border,
by where the Kurdistan pipeline was connected to the Kirkuk-Ceyhan pipeline [53].
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Figure 1: Production and Marketing of Kurdistan Region’s Qil.

Source: Ministry of Natural Resources of Kurdistan Region

V1. CAUSES AND OUTCOMES OF THE CRISES EMERGED FROM KRG MANAGING NATURAL
RESOURCES

The negative outcomes of the misgovernance in the Middle Eastern countries led the countries to greater issues
and then these issues became crisis. Crisis is defined as a negative situation in which an individual or a government
or the international community cannot cope with the changes. It is considered to be a destructive and unwelcomed
change in politics, economy, education, security and many other sectors, starting with little risk warnings [25]. The
political issues in Yemen, Egypt, Syria, and Iraq have had potential to create unwanted and disastrous outcomes.
Economic, financial, security and refugee crises occurred because of the political issues. People in these countries
have been fleeing from economic situations, lack of security and political instability [71, 74]. Therefore, man-made

crises are basically interwoven, moving in hierarchy, and causing one another.

After the collapse of Ba’ath’s regime, a new constitution was ratified in Iraq in 2005. The Federal status to
Kurdistan Region with many administrative rights was recognized by the Iragi new constitution. The KRG claim
that according to articles 111, 112, 115 and 121 of the Iragi constitution, it is the regional governments’ right to sign
contracts [48]. Nevertheless, the issues between KRG and the Iragi government have not terminated. Recently, two
fundamental issues exist, natural resources and the disputed territories. According to the Iragi new constitution, the
KRG has the right of signing the contracts. Therefore, from that time Kurdish politicians, mainly PDK and PUK
authorities, started thinking of the natural resources dossier including exporting oil. The main reason behind KRG’s
tackling the natural resources belongs to the historical above mentioned issues between Kurds and Iraqgi
governments. Kurds have tried to get independence in the economy and get open gates to the international markets

as an attempt to get total independence in the future.
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The KRG-Iragi issues entered a new epoch that have administrative, economic, political and legal dimension.
Nonetheless, the KRG has exceeded the limitations and they started to export oil unilaterally [36]. Following the
KRG contracts with the energy companies, as a result, conflicts between Iragi government and the KRG started to
boost out. The Iragi government claimed that the contracts are illegal since they have not given the acceptance [36].
The KRG, by contrast, have had a different understanding towards the lraqi constitution claiming that the
constitution gave Kurdistan Region the right of signing oil and gas contracts. Therefore, the KRG continues signing
new contracts and works in natural resources sector without having an agreement with the Iragi government on the
issue until now. Beside the historical issues between Kurds and the Iragi governments, most of recent political,
economic, financial, and internal issues in the Kurdistan Region originated from the KRG policy towards

administration of the oil and gas dossier after the collapse of Sadam’s regime [1].

Later by 2013, KRG completed the Kurdistan pipeline stretching from (TaqTaq) oilfield through (Khurmala)
oilfield and (Duhok), then to (FeshKhabur) on the Turkey-lrag border, by where the Kurdistan pipeline was
connected to the Kirkuk-Ceyhan pipeline [53]. Although Turkey has potential issues with the Kurd minority in the
South-East of the country, supported and let KRG to stretch the pipeline inside her country. This is because Turkey
needed new and cheap sources of energy. Further, Turkey could take economic advantage from the natural resources
sector of Kurdistan Region, both in exporting and investment of oil farms [53, 58]. The Iragi government, in return,
declared that this pipeline should be under the control of the federal government in Baghdad or it would be
considered as illegal. By the refusal of KRG to hand over the administration of the pipeline, the Iragi government
has made an official complaint against Turkey and KRG. In addition to that, the Iragi government cut off sending
budget %17 shares to the Kurdistan Region [47].

Although several meetings between Iragi and KRG authorities were held in Baghdad and Erbil, both parties did
not come in to an understanding. As a result, the Kurdistan region encountered a financial crisis to the extend the
KRG could not pay the employee salary. Most of Kurdistan Region’s accumulated issues that led to the Region to
fundamental crises occurred in 2014 and lasted almost 4 years. Firstly, the Iragi government did not send the
Kurdistan Region’s budget share. Secondly, oil price started to dramatically fall down. Thirdly, the ISIS (Islamic
State in Irag and Syria) (a terrorist group) attacked Irag and Syria, thus, the ISIS occupied many Kurdistan Region’s
oil farms [34]. Fourthly, due to the ISIS attack to Northern Iraq, several international oil companies left the Region.
Finally, a wave of Iragi and Syrian refugee’s fled to Kurdistan Region and this affected the economic situation of the
Region. Therefore, the Kurdistan Region encountered a critical security, economic and financial crisis along with

the political issues with the Federal Government of Baghdad.

After American conciliations, in the end of 2014, negotiations between the two governments started over from
scratch. The Iragi government accepted to send the Kurdistan Region’s %17 budget share and reciprocally the KRG
must have given the Iragi Oil Marketing Company (SOMO) 250,000 barrels a day [22]. Later in 2015, both parties
accused each other of lack of commitment to the agreement. Neither KRG delivered the amount of oil to SOMO, nor
did the Federal Government send the Kurdistan Region’s financial rights [22]. As a result, political conflicts
between the Federal Government and KRG have continued and the situations in the Region were getting worse until
2018.
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During these four years, many fundamental events have happened in the Kurdistan Region. The public sector of
the Region was about to collapse due to phenomenon of demonstrations, corruption and bribery because employees
have not been paid 5 months a year. In the meantime, the Kurdistan Region’s president, Masu’dBarzani, declared to
hold a referendum in 2014 on succession claiming that tens of Iragi constitution articles are as well as Iragi Prime
Minister, Nouri Al-Maliki’s aggressive reactions against Kurdistan Region [62]. In response, the Iraqi, Turkish, and
Iranian government lobbied to force the Region so as to refuse or postpone the referendum, but the Kurdish officials
held the referendum in 25 September 2017. By 2018, the International Monitory Fund (IMF) obliged the Iraqi
government to pay the KRG an amount of budget share (317 million dollars) to pay the employees’ salaries [69].
Although the financial crisis was mitigated for one year, still the KRG economic and political crises have not been

solved yet.

After American conciliations, in the end of 2014, negotiations between the two governments started over from
scratch. The Iraqi government accepted to send the Kurdistan regions financial rights and reciprocally the KRG must
have given lIragi Oil Marketing Company (SOMO) 250,000 barrels a day [22, 39]. Later in 2015, both parties
accused each other of lack of commitment to the agreement. Neither KRG delivered the amount of oil to SOMO, nor
did the Federal Government send the Kurdistan region’s financial rights [22]. Therefore, political conflicts between
the Federal Government and the KRG have occurred and the Kurdistan region encountered a critical economic and

financial crisis along with political issue with Federal Government of Baghdad.

To conclude, the Kurdistan Region was faced by several legal, political and economic issues due to KRG
mismanagement of the natural resources. It can be concluded that most of the mentioned general causes of crisis in
section Five can be measured as the reasons of the crises occurred in Kurdistan Region. That is, misunderstanding in
the circumstances, misjudgment and misestimating of information that gives contrary value, appreciation and
meaning to the reality, mismanagement of the resources of Kurdistan Region, clash of interests and goals between
Iragi and Kurdistan Regional governments, KRG lack of experience in managing natural resources sector, desire to
power exhibition behind KRG authorities, lack of trust between KRG and Iragi government, intentional and planned
crises to forget or minimize greater crises from both KRG and Iragi government, and finally wars, terroristic attacks
and armed conflicts in Iraq are the most influential reasons behind the crises that have encountered in Kurdistan
Region.Consequently, due to political and economic crises that boost out after 2014, the Kurdistan Region was faced

to sever disasters. Both public and private sectors of the Kurdistan Region were negatively affected.

VII. CONCLUSION

Because of the constant changes in the nature, place, time and other circumstances of the crisis it is difficult to
give a specific definition to the concept, or define an appropriate reason to the crisis, or find negative/positive effects
of the crisis. Furthermore, finding causes and impacts of crisis in KRG managing natural resources is very difficult
for lack of transparency in this dossier. Finally, there are few studies related to crises emanated from KRG managing
natural resources for the issue is new and getting information about the natural resources of Kurdistan Region is
difficult.
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These days, due to the importance of the subject, scholars are conducting research on many types of crises that
have been encountered in the world.Crisis has a very important role in the growth and existence of organizations.
Due to this significant role, many studies have been conducted on the crisis. To know the prodromes of crisis, is
more important than solving the crisis because when the prodromes appear, organizations can prepare for preventing
crises to happen. Although the prodromes of crisis have occurred in managing natural resources in Kurdistan
Region, the KRG have not taken any consideration to these signals. As a result, sever threats have been encountered

in the region. Therefore, organizations and governments should take actions to the early stages of crises.

Organizations should make more studies on the prodromes of issues so as to set mechanisms to prevent crises or
at least to deal with the crises when they occur. Crisis management is a strategic process that should be focused so as
to defy the challenges of crises. The natural resources are instruments for economic development. Nevertheless, lack
of strategic management of the sector may have dangerous consequences. Therefore, for the future, there should be
studies on how to struggle with the risks so as not to become crises, as well as setting mechanisms to prevent crises

to have severed outcomes or to deal with the events during the crisis time.
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