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Libya’s troubles add to the oil supply shock
Though Libya holds Africa’s largest oil reserves, the chaos that followed Muammar Qaddafi’s ouster in February 2011 has
left the country’s oil sector in a weakened state. Production plummeted from 1.8 million barrels per day (bpd) on the
eve of the uprising in early 2011 to just under one million bpd at the end of 2017.
The most recent turmoil to hit the sector is the shutdown of several oil ports in late June. In all, these closures have cut
production by 850,000 bpd, virtually shutting down the oil sector and costing the state $65 million in lost daily revenue.
A dispute between two rival governments lies at the heart of this latest disruption. The internationally recognized
Government of National Accord is based in the western part of the country in the capital, Tripoli. The other, based in
the eastern part, is called the House of Representatives. It is backed by renegade general Khalifa Haftar, considered by
many to be the real power behind the throne. Eastern Libya possesses two-thirds of the country's oil reserves and most
of its production infrastructure.
Haftar announced that the ports at the centre of the controversy (some were recently recaptured from a rival
independent local militia) would no longer be under the control of the Tripoli-based National Oil Co. Instead, the ports
would be placed under the control of a different organization (also called National Oil Co.) connected to the rival eastern
government. Haftar’s ultimate goal is to gain a greater share of oil revenues.
In the short term, we feel that a negotiated solution is imminent for the simple reason that both sides desperately need
the oil revenues. What’s more, the eastern government’s leverage is limited by the fact that the UN and the West have
firmly recognized the Tripoli-based state oil company as the only legal seller of Libyan oil. Past efforts by non-recognized
entities to export oil have been successfully blocked. In 2014, the U.S. military went so far as to seize a tanker that was
trying to deliver oil without official government approval. Moreover, Haftar’s biggest external backers—Egypt and the
United Arab Emirates—are most likely being pressured by the United States to ensure that events do not spiral further
out of control.
Over the longer term, however, this standoff signals that the rift in Libya between East and West is deepening, which
means any agreement risks to be short-lived. Indeed, this is the fourth battle for control of Libya’s ports in as many
years. There have also been reports that two major ports were damaged by the recent outbreak of armed hostilities.
Finally, Libya’s troubles coincide with a tight oil market that is already struggling with the looming re-imposition of US
sanctions on Iran and plummeting oil production in Venezuela. (For further information on Venezuela refer to the
following report: “Venezuela and its oil sector is on the brink of collapse.”).
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