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SP Libyan AJ appoints new
Chairman of the
National Oil Corporation

The SP Libyan AJ has appointed HE Dr
Abdulhafid Mahmoud Zlitni (pictured)

as the new
Chairman of
the country’s
National Oil
Corporation
(NOC). Dr
M a h m o u d
Zlitni, who
takes over
from HE
A h m e d
Abdulkarim

Ahmed, was born in 1938 in the Libyan
capital Tripoli. He holds a BSc in eco-
nomics and commerce from the Univer-
sity of Libya in Benghazi, and an MSc
and PhD in economics from the Victoria
University of Manchester in the UK.
The new NOC Chairman has held vari-
ous high-level positions in Libya, includ-
ing Minister of Education (1980-86),
Co-Chairman of the Arab-African Un-
ion (1986-87), Governor of the Central
Bank (1990-95) and Minister of Na-
tional Economy and Trade (1996-2000).
Dr Mahmoud Zlitni, who has also held
several academic posts through his dis-
tinguished career, is married with five
children.

Forthcoming events

London, UK, December 3–4, 2001, 16th

Annual Conference & Exhibition: Floating Pro-
duction Systems. Details: Bookings Depart-
ment, IBC Gulf Conferences, Gilmoora
House, 57–61 Mortimer Street, London
W1N 8HS, UK. Tel: +44 (0)1932 893851;
fax: +44 (0)1932 893893; e-mail:
cust.serv@informa.com; www.ibcfps.com.

Luanda, Angola, December 3–4, 2001, Oil
and Gas in Angola 2001. Details: CWC Asso-
ciates, 3 Tyers Gate, London SE1 3HX, UK.
Tel: +44 (0)20 7089 4200; fax: +44 (0)20
7089 4201; e-mail: bookings@thecwcgroup.
com; www.thecwcgroup.com.

Houston, USA, December 3–4, 2001, and
Trinidad & Tobago, December 6–7, 2001,
Buying and Selling Oil and Gas Assets. Details:
Conference Connection Administrators Pte
Ltd, 212A Telok Ayer Street, Singapore

Dhahran, Saudi Arabia
February 4–7, 2002

SOPEC 2002
5th International Oil, Gas,
Petrochemical and Power

Exhibition and Conference

Details: ITE Group PLC
105 Salusbury Rd
London NW6 6RG, UK
Tel: +44 (0)20 7596 5092
Fax: +44 (0)20 7596 5106
E-mail: tariq.mohammed@
    ite-exhibitions.com
www.ite-exhibitions.com

068645. Tel: +65 226 5280; fax: +65 226
4117; e-mail: info@cconnection.org; Web
site: www.cconnection.org/bsoahome.htm.

Trinidad & Tobago, December 3–5, 2001,
Production Sharing Contracts and International
Petroleum Fiscal Systems. Details: Conference
Connection Administrators Pte Ltd, 212A
Telok Ayer Street, Singapore 068645. Tel:
+65 226 5280; fax: +65 226 4117; e-mail:
info@cconnection.org; Web site:
www.cconnection.org/pschome.htm.

Rome, Italy, December 3–5, 2001, World
LNG Summit. Details: CWC Associates, 3
Tyers Gate, London SE1 3HX, UK. Tel: +44
(0)20 7089 4200; fax: +44 (0)20 7089 4201;
e-mail: bookings@thecwcgroup.com;
www.thecwcgroup.com.

London, UK, December 6–7, 2001, The
Integrated European Gas Network: Investments
in Infrastructure. Details: Monica Gahlin,
Energyforum.net. Tel: +46 8 20 90 95; fax:
+46 8 20 90 73; e-mail: info@energyforum.
net; www.energyforum.net/gas.

Ankara, Turkey, December 6–9, 2001, 1st

International Energy Exhibition: Enexp Türkiye.
Details: Farshid Bagherian, General Man-
ager, Akart, 28/1, Ayten sok. Mebusevleri,
Tandogan, Ankara, Turkey. Tel: +30 312
2138530; fax: +90 312 2138532 or 4829372;
e-mail: farshid@superonline.com.

Oslo, Norway, December 10–11, 2001, Fi-
nancial Mathematics and Energy Derivatives.
Details: Energyforum.net, Christopher
Waldén. Tel: +46 8 20 90 95; fax: +46 8 20
90 73; e-mail: christopher@energyforum.net.

London, UK, December 13–14, 2001,
Training course on Custody Transfer of Crude
Oil — Trading & Loss Control Issues. Details:
IP Training, Institute of Petroleum, 61 New
Cavendish Street, London W1G 7AR, UK.
Tel: +44 (0)20 7467 7100; fax: +44 (0)20

Houston, TX, USA
December 3–4, 2001

Nigeria Oil and Gas Summit

Details: Bookings Department
IBC Gulf Conferences
57–61 Mortimer Street
London W1N 8JX, UK
Tel: +44 (0)1932 893851
Fax: +44 (0)1932 893893
E-mail:
 cust.serv@informa.com
www.ibcenergy.com/nigeria

7255 1472; e-mail: nwilkinson@
petroleum.co.uk.

New Delhi, India, January 14–16, 2002,
Indian Oil and Gas Conference.  Details:
Conference Connection Administrators Pte
Ltd, 212A Telok Ayer Street, Singapore
068645. Tel: +65 226 5280; fax: +65 226
4117; e-mail: info@cconnection.org; Web
site: www.cconnection.org/iogchome.htm.

Dubai, UAE, January 20–23, 2001, Inter-
national Oil Trading and Price Risk Manage-
ment. Details: Conference Connection
Administrators Pte Ltd, 212A Telok Ayer
Street, Singapore 068645. Tel: +65 226 5280;
fax: +65 226 4117; e-mail: info@cconnection.org;
www.cconnection. org/oiltradinghome.htm.

Singapore, January 24–25, 2002, and Dubai,
UAE,  January 27–28, 2002,  Buying and
Selling Oil and Gas Assets. Details: Conference
Connection Administrators Pte Ltd, 212A
Telok Ayer Street, Singapore 068645. Tel:
+65 226 5280; fax: +65 226 4117; e-mail:
info@cconnection.org;  www.cconnection.
org/bsoahome.htm.

Madrid, Spain, January 28–29, 2002, In-
vestment Opportunities in Spain’s Energy In-
dustry. Details: CWC Associates, 3 Tyers
Gate, London SE1 3HX, UK. Tel: +44 (0)20
7089 4200; fax: +44 (0)20 7089 4201; e-
mail: bookings@thecwcgroup.com;
www.thecwcgroup.com.

London, UK, May 2–3, 2001, 3rd Annual
Conference on Oil and Gas Investments in
Nigeria 2002. Details: CWC Associates, 3
Tyers Gate, London SE1 3HX, UK. Tel: +44
(0)20 7089 4200; fax: +44 (0)20 7089 4201;
e-mail: bookings@thecwcgroup.com;
www.thecwcgroup.com.



October 2001 3

C O M M E N T A R Y

Harnessing global synergy
With the threat of a worldwide recession looming ever larger, the

poorer members of the global community should not be forgotten
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For most of the 1990s, it seemed as if
nothing could stop the world
economy. People in the industrial-

ized nations talked endlessly of the new
economy and the supposed death of the
old boom-bust cycle. Tech stocks boomed,
making the young founders of many
Internet start-ups multi-millionaires almost
overnight. A new phrase — the ‘Goldilocks
economy’ — was even coined to describe
the US economy, which, like the soup in
the popular children’s fairy tale of that
name, was not too hot and not too cold, but
just the right temperature. The old eco-
nomic paradigms, it seemed, had been aban-
doned, rotting away like empty, disused
factories, mere relics of the industrial revo-
lution.

Meanwhile, in world’s poorer countries,
nothing much appeared to change. In the
developing nations, countless millions of
people remained mired in poverty, with
barely adequate nourishment and water
supplies, and without access to proper health
care, education, and many other things that
the citizens of the industrialized world take
for granted. It seemed as if the accelerating
economic success of the developed nations
was merely leaving the world’s poor further
and further behind, widening the already
yawning chasm between the haves and the
have-nots.

Realistically speaking, there is no pros-
pect that the existing gap between North
and South will be bridged any time soon.
However, global economic prospects, which
had begun to darken even before the events
of September 11, have altered drastically.
The talk is still of a world economy that
cannot be stopped — but this time the
direction is not upward, but downward. A
different buzzword is on the lips of those
gurus who, until not so long ago, were
proclaiming the discovery of some kind of
economic Holy Grail. The ‘Goldilocks
economy’ has been replaced by a ‘synchro-
nous recession’ — one in which the world’s
major economies, including the US, Japan,

Germany and perhaps other European
countries as well, all register negative growth
simultaneously.

Such a scenario, warn some economists,
could lead to a global downturn on a scale
not seen since the 1930s. If one region of
the world sinks into recession, growth in
other areas can help contribute to recovery
in the afflicted region. But if everybody
sinks together, who will pull who out of the
swamp? And if this nightmare scenario does
come to pass, it is not just the industrialized
nations that will suffer. Developing coun-
tries, many of them heavily reliant on ex-
ports of raw materials — including, of course,
oil and natural gas — will find their markets
shrinking and could be dragged under.
Trade and foreign direct investment might
well be hit simultaneously.

The starkness of the reality we are now
facing ought to give us pause for thought.
It is becoming ever more apparent that the
various elements and regions that make up
the global economy are now intertwined so
closely and interact in ways so complex that
we may never fully understand them. Glo-
balization is not an option that humanity
can either choose or discard. It is simply a
fact of 21st century life. That does not mean,
however, that we must accept the world the
way is — inequalities and all. We can, in-
deed we must, try to change it for the bet-
ter.

The noted science fiction author
William Gibson is often quoted as saying:
“The future is already here — it’s just
unevenly distributed.” What is needed now,
in seeking to combat the threat of a syn-
chronous recession, is greater synergy be-
tween all nations of the world, developing
and developed alike. The intense scrutiny
that is currently being focused on the world
economy in this time of crisis offers us an
excellent opportunity to re-evaluate, and to
try to redress, some of the basic structural
flaws that have led to the North-South
divide. It is an opportunity that should be
firmly grasped.
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Globalization is actually widening,
deepening and speeding up the world’s
ability to interconnect in a variety of ways,
from finance and trade to computeriza-
tion and modern technology. It has led to
the liberalization and privatization of the
global energy sector, which has seen a
major restructuring of the leading oil and
gas players, through mergers and acquisi-
tions.

Environmental concerns have come to
the fore, necessitating wide-ranging
changes throughout the petroleum indus-
try. The dimensions and complexity of the
contemporary challenges facing all of us in
the energy industry, whether oil producers
or consumers, are considerable and ever
changing.

As far as the energy industry is con-
cerned, we all know that global economic
growth drives demand for oil. The OPEC
Secretariat has forecast that growth in glo-
bal gross domestic product will average
more than three per cent annually over the
next 20 years. Oil is, therefore, set to
maintain its leading position in supplying
the world’s energy needs for at least the
foreseeable future.

OPEC, in accounting for 76 per cent
of global proven oil reserves, will continue
to play a fundamental role in the world
energy scene, especially as the key supplier
of the incremental barrel. In fact, Figure 1
shows that by 2020 world oil demand
could be in excess of 100 million barrels/
day and with non-OPEC oil production
likely to remain relatively stable, OPEC
Member Countries will be relied upon to
supply the lion’s share of the new demand,
which will mostly come from developing
nations.

Both oil and gas will play a
significant role in the energy
industry of the early 21st cen-
tury, writes the Head of
OPEC’s Petroleum Market
Analysis Department, Javad
Yarjani,* in this article.

* Based on Mr Yarjani’s presentation to the
7th Annual Middle East Gas Summit, Mus-
cat, Oman, October 15–17, 2001.

The global economy of the new mil-
lennium is indeed far removed from
the world economic order OPEC

encountered at its creation some 41 years
ago. Globalization is proving to be a pow-
erful force of transformation, opening up
borders to trade and capital. Rapid social,
political and economic changes are com-
bining to reshape the world we live in,
although not always to the benefit of all,
with a number of social and economic
problems rising to the surface.

In tandem with this oil growth comes
natural gas, which OPEC Members also
have in abundance. Over the years, gas has
been increasing its profile as a fuel of
choice. It is safe, reliable and a highly
efficient source of power generation. It is
now relatively cheap to produce, although
costly to transport to the consuming mar-
kets.

Environmental awareness
Perhaps what is most significant in

these days of environmental awareness is
the fact that gas is a cleaner burning fuel
than oil, and substantially more so than
coal. Given the continued market pen-
etration of combined cycle gas technology
in power generation, as well as the increas-
ing effects of environmental concerns, this
popular resource is expected to be a grow-
ing source of energy for fuelling the global
economy.

Gas turbine plants have lower capital
costs, are quick to build, are more efficient
and emit fewer pollutants than other fossil
fuel based power units. That is why a
major share of new electricity generating
capacity will be based on gas.

Again, looking at our estimates, they
show that, globally, the share of gas in the
total energy mix is expected to rise from
22.7 per cent in 2000 to 25.5 per cent in
2010 and still further to 29.1 per cent in
2020. At the same time, the share of oil in
the mix will slip to 39.9 per cent in 2010
from 41 per cent last year, declining again
to 38.8 per cent in 2020.

Looking just at the OECD region, the
share of gas in the energy mix is set to rise
from 21.3 per cent last year to 24.3 per
cent in 2010. By 2020, this figure is ex-

The outlook for world oil prices
and the impact on the gas industry
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pected to have reached 27.6 per cent.
Again, compare this with oil, and you see
a decline in the mix from 44 per cent in
2000 to 42.7 per cent in 2010 and to 41.4
per cent in 2020.

In non-OECD countries, the upward
path for gas is again similar, with its share
in the mix expanding from 24.7 per cent
in 2000 to 26.9 per cent 10 years later. In
2020, the figure is slated to reach 30.4 per
cent. Here the picture for oil is more stable
with the share falling from 36.8 per cent
last year to 36.3 per cent by 2020.

It certainly is an intriguing time to be
in the petroleum business, and the gas
sector is proving to be no exception. Great
strides have been made since the time gas
discoveries were only made in association
with crude exploration activities — a by-
product of the oil, as it were.

Unlike the oil market, there is, as yet,

no global market for natural gas, due mainly
to its costly and difficult transportation,
coupled with the uneven distribution of
gas reserves throughout the world. How-
ever, today’s natural gas market is becom-
ing increasingly structured and holds
tremendous opportunities for the future.
It is a relatively young industry and, even
with current known reserves, production
is expected to increase significantly.

Untapped gas reserves
Judging by the latest research, there is

a lot of untapped gas still waiting to be
produced. Some analysts maintain that,
worldwide, natural gas may have up to
four times the resource potential of crude.
That spells good news for our Member
Countries, who together possess over 75.5
trillion cubic metres of proven gas re-
serves, almost 46 per cent of the global

total. For example, Iran, which has the
second largest gas reserves in the world
after Russia, has seen its proven deposits
rise from 17tr cu m in 1990 to 26.6tr cu m
in 2000.

In fact, virtually all OPEC Member
Countries have seen expansions in their
gas reserves over the years. Moreover, many
of them have now become established as
major players in the world gas markets.
Algeria, Indonesia, Libya, the United Arab
Emirates, and more recently, Qatar and
Nigeria, are all exporters of gas.

Other Member Countries, such as
Saudi Arabia, have gas projects planned,
while there is an ambitious scheme be-
tween two of our Members for Qatar to
supply gas to the UAE. All these develop-
ments have led to an increasing output
capability within OPEC. The Organiza-
tion’s marketed natural gas production in
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Figure 1: World oil demand and non-OPEC oil production outlook
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2000 stood at almost 395 billion cu m,
compared with 225bn cu m in 1990.
However, last year’s output only repre-
sented some 16 per cent of the worldwide
production figure, which shows the
favorable reserves-to-production ratio that
exists within our Organization. This will
hold us in good stead for the future as gas
development projects are expanded.

Expanding gas market
Apart from the global benefits of an

expanding gas market, especially from the
environmental standpoint, the fuel also
represents a valuable additional asset in
revenue generation for our Member Coun-
tries. However, fluctuations in crude oil
prices are detrimental to those of gas, given
the link between the prices of the two
fuels, and this subsequently affects the
amount of revenue we can earn from gas.

has been learned from past experience is
that an oil price that is too high or too low
does not benefit either the producer or the
consumer. Of course, there will always be
sections of the economy that will prosper
under the different price scenarios, but
overall, large swings in the price of oil are
generally counterproductive.

An oil market that is stable, with a fair
and equitable price, is the way forward for
global economic prosperity. This is some-
thing that OPEC has been professing for
many years. And just as a stable, fair price
is essential to the welfare of the oil sector,
so the same is true for the gas industry. In
a situation of perpetual instability, it is
very difficult to budget for the years ahead
and earmark sufficient investment for gas
supply projects, which, by their very na-
ture, are costly.

An unstable oil market does not, of

Generally, as more investment is
ploughed into gas projects, the scope for
developing this additional source of in-
come will increase. In addition, gas is fast
becoming a substitute for oil products in
satisfying our domestic consumption,
which ultimately leaves more crude avail-
able for export.

Throughout its history, OPEC has
had to overcome numerous difficult chal-
lenges, both politically and economically.
In fact, it has lived with the spectre of both
high and low oil prices, which, in the past,
had profound effects on the global
economy. Today, the changed world
economy is clearly less sensitive to sharp
oil price movements, compared with the
boom and bust cycles experienced over the
past two decades.

Nevertheless, the simple fact is that
fluctuating oil prices benefit no one. What
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‘When we talk
about market
stability, it is
very important
to put today’s
crude prices into
their proper
historical
context.’

course, just affect the oil and gas industry.
It can also have an adverse effect on the
global economy, which, in turn affects
demand for petroleum. It is a vicious cir-
cle. With projected demand for oil and gas
increasing in the years ahead, there is an
ever-greater need to achieve — and sustain
— stability in the international petroleum
market.

Deeper understanding
No one is more aware than OPEC of

the need for market stability. Over the
years, the Organization has undertaken
countless measures to stabilize the market,
often making a substantial sacrifice.
Throughout these roller-coaster years, we
gained a much deeper understanding of
how the market works, of its complex
mechanisms and its underlying psychol-
ogy, as well as a clear appreciation of how
other parties in the market react.

OPEC has undoubtedly grown in sta-
tus as a key international player, with the
proven ability to be innovative and con-
structive in the decisions it takes. The
most notable recent example of this has
been the successful introduction of our
price band mechanism last year, which
combines the flexibility to cope with day-
to-day market fluctuations with the need
to keep prices within a manageable range
of $22–28/b that balances the interests of
producers and consumers.

Discounting the unfortunate events of
the past few weeks, which have put prices
under renewed pressure, the average price
of the OPEC Basket so far this year has
remained mostly around the centre of the
band, which is widely deemed acceptable
to most parties in the oil industry as being
fair. The price band mechanism has been
a timely innovation, since it is acting as a
valuable barometer for market movements
and can help us chart the direction we
should take in the future.

Maintaining a balance
Today, due to the tragic events of

September 11 in the United States, we are
facing a strong challenge of maintaining a
balance in the oil market, while the global
economy weakens. This requires very care-
ful monitoring of economic trends in the

leading industrialized nations as we seek to
gauge how this will impact on oil demand.

So far this year, OPEC has felt it
necessary to reduce output by 3.5m b/d, in
order to keep prices within its prescribed
band, but our Member Countries are con-

stantly reviewing market trends to try and
stay one step ahead of developments.

When we talk about market stability,
it is very important to put today’s crude
prices into their proper historical context.
Even in nominal terms, the so-called
high prices of the past two years are still
well below those of two decades ago.
Even the highest recent monthly average
of $31.48/b in September last year is
below the annual average of $32.38/b in
1982.

It is also important to note that nomi-
nal oil prices do not reflect the erosion in
the value of the barrel with time. This is
due mainly to inflation and, depending on
the period under consideration, on cur-
rency fluctuations. Thus, we can see from
Figure 2 that the average price of the
Basket in the first nine months of this year
of $24.60/b would, in real terms, have
been equivalent to just over $8/b at mid-

1970s prices. This is well below the nomi-
nal level of oil prices in that period of
around $11–12/b.

Measured in year 2000 US dollars, the
price of oil today is only about 40 per cent
of its average trend level of 20 years ago.
Put simply, consumers are paying far less
for their crude now, in real terms, than
they were two decades ago. It is also inter-
esting to draw comparisons with OPEC’s
target prices over the years, compared with
current levels. In December 1986, the
Organization was pursuing a price target
of $18/b. Today, adjusted for inflation,
that figure would be around $27/b, which,
interestingly enough is within the price
band. By July 1990, OPEC had increased
its price target to $21/b. Again, if trans-
lated into 2001 terms, that would also
stand at around the $27/b mark.

Also worth mentioning is the first min-
isterial meeting of the Gas Exporting Coun-
tries’ Forum, which was held in Iran in
May. This initiative to bring the world’s
leading gas exporters together stemmed
from the inaugural meeting of high-level
experts from these nations in March.

Resounding success
The Forum proved to be a resounding

success in creating a unique opportunity
for a variety of views and ideas to be
exchanged. The gathering firmly planted
the roots for further co-operation among
the leading gas players in the future and we
look forward to the next meeting, to be
held in another OPEC Member Country,
Algeria, next year.

This move is indeed a welcome devel-
opment for all associated with the gas
industry, since, as with oil, co-operation at
all levels is essential if the gas sector is to
successfully meet the challenges that lie
ahead in the early 21st century.

With a stable and equitable oil price,
coupled with a suitable and enabling envi-
ronment, today’s gas industry will go from
strength to strength and most importantly,
offer an alternative and strong source of
income for our Member Countries’ devel-
oping economies. Oil will still be the pre-
dominant energy source of the future, but
gas is set to remain close on its heels in the
years to come.
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Venezuelan President Hugo Chávez visits
OPEC Secretariat and OPEC Fund

Venezuelan President Hugo Chávez
visited the OPEC Secretariat and
the OPEC Fund in October, dur-

ing the Austrian leg of his tour of Europe,
Africa and the Middle East, reports the
OPEC News Agency.

Addressing staff at the OPEC Secre-
tariat, President Chávez pointed out that
the Organization and its Member Coun-
tries were facing difficult times, as a result of
unforeseen events, and stressed the need for
securing a “fair and equitable” oil price on
international markets.

“The oil market is facing a difficult
situation and prices are threatened by im-

balance,” he said in his early morning speech
to the OPEC Secretariat in Vienna.

Chávez, who was accompanied on his
tour by a number of high-ranking govern-
ment officials, said that during his talks
with world leaders he had stipulated that oil
prices could not be allowed to fall to very
low levels again.

“We need to have a balanced and fair
level. We don’t want to see them too high,
but we must not allow them to come down
too low,” he asserted.

The Venezuelan President said OPEC
would continue to work towards maintain-
ing market equilibrium, adding that his
government was firmly committed to the

Right: OPEC Secretary General Dr Alí
Rodríguez Araque (second r) introduces Ven-
ezuelan President Hugo Chávez (second l).
Flanking them are Minister of Energy and
Mines, Alvaro Silva Calderón (r) and Minis-
ter of Foreign Affairs, Luis Alfonso Davila (l).

Left: The
audience, which
included Ven-
ezuela’s Ambassa-
dor to Austria,
Gustavo Márquez
(front row, centre)
listens to President
Chávez’s speech.
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organization and its policies and objectives.
In paying tribute to the work of the

Organization, its Member Countries and
the employees of the Secretariat, he noted
that OPEC had played a very important
role in the 20th century.

However, it had faced some difficult
times throughout its history, and was often
seen as an enemy of the West and the world
economy.

Chávez said that in the 21st century,
OPEC needed to become very strong and
adopt a more geopolitical role, bridging the
global regions of Africa, Asia, Latin America

and the Caribbean and promoting co-op-
eration between North and South.

Turning to his tour, he said that it had
actually been planned in January this year,
but following the attacks on New York and
Washington on September 11, his visits to
the different countries had taken on a new
profile.

Chávez maintained that although no
corner of the world had been unaffected by
those events, “we will continue going for-
ward and our Organization must remain
solid,” he said.

Chávez said that although his country
had condemned the attacks on the United
States and was “raising its flag” against the

current events, he was concerned about the
bombing of innocent people in Afghani-
stan and very fearful of war.

“If we have to make war, it should be a
war against debt, a war against hunger and
a war against injustice. We must think more
deeply. If we want peace, we must have
justice,” he said.

Chávez said he had made very close
contacts with other Member Countries of
the Organization and had reached a better
understanding of their cultures and ways of
life.

The Second OPEC Summit of Sover-
eigns and Heads of State, held in Venezuela
last year, had gone a long way in developing
relations among OPEC nations and had
offered a “wonderful opportunity to show
our people to the world.”

Right: President
Chávez makes a
point during his

address.

Above: President
Chávez shows
off the com-
memorative
salver presented
to him by
Dr Rodríguez
Araque.

Right: President
Chávez in

discussions with
Dr Rodríguez

Araque.
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OPEC Secretary General, Dr Alí
Rodríguez Araque, in welcoming Presi-
dent Chávez, said the Secretariat was hon-
oured by his visit and the “important
mission that brings you here today.”

The Venezuelan President then moved
on to OPEC’s sister Organization in Vi-
enna, the OPEC Fund for International
Development. He was received by the
Fund’s Director General, Dr Y Seyyid
Abdulai and other senior officials.

A Fund press release noted that the visit
by Chávez represented the first time that a
Head of State of an OPEC Member Coun-
try had been to its premises.

In his welcoming statement, Dr Abdulai
acknowledged Chávez’s recognition of, and
allegiance to, the cause of OPEC and, in
particular, the work of the OPEC Fund.

He recalled the President’s “untiring

Left: The President and his entourage with
Dr Rodríguez Araque and OPEC manage-
ment.

Right: Chávez took time to answer journal-
ists’ questions.

Below: Chávez and the Ambassador are
welcomed by the OPEC Fund’s Director
General, Dr Y Seyyid Abdulai (r).

Right: The President signs
the Fund’s guest book
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efforts” in organizing and hosting the hugely
successful Second OPEC Summit.

“The meeting clearly met the set chal-
lenge of revitalizing our Organization and
reaffirming the commitment to develop-
ment made by the generation of leaders
before us,” he said.

Referring to the ties between Venezuela
and the OPEC Fund, Dr Abdulai noted the
deeply-rooted longevity of the relationship.

Praising Venezuela for its “unflinch-
ing” dedication to the Fund, he expressed

hope that such support would continue.
In his own address, Chávez spoke of his

personal interest in the development co-
operation activities of the OPEC Fund.

“The Fund may be modest in size, but
its achievements are great and of immense
importance to millions of poor people
around the world,” he said.

Chávez urged fellow Member Countries
to provide more support to the institution.

“As Members of the OPEC Fund, we
have a responsibility to strengthen and en-
large it,” he asserted.

It was also the duty of OPEC Member
Countries “to help build a better world and
seek justice and peace,” he affirmed.

Chávez concluded his address by pay-
ing tribute to the efforts of Fund manage-
ment and staff, who, he said, were “deserving
of recognition” for their work.

The Venezuelan President’s official tour
involved visits to four OPEC Members
(Algeria, Saudi Arabia, Iran and Libya),
seven European nations (Switzerland,
France, Italy, Belgium, Austria, Portugal
and Great Britain), and Russia.

His entourage included Minister of
Foreign Affairs, Luis Alfonso Davila; Min-
ister of Planning and Development, Jorge
Giordani; Minister of Energy and Mines,
Alvaro Silva Calderón; Minister of Health
and Social Development, Maria Lourdes
Urbaneja; and Minister of the Office of the
President, Dios Dado Cabello.

Above right: Dr Abdulai presents Chávez
with a memento of his visit.

Below: Chávez bids farewell to Dr Abdulai.
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The OPEC Seminar on the theme ‘OPEC and the Global Energy Balance: Towards
a Sustainable Energy Future’ was held at the Intercontinental Hotel, Vienna,
Austria, on September 28-29, 2001. Keynote speeches were delivered by many of the
OPEC Oil and Energy Ministers, while a broad range of renowned industry experts,
high-level government officials from non-OPEC nations and respected academics
completed the line-up. The event was organized by OPEC in conjunction with
CWC Associates, part of the London-based CWC Group.

OPEC holds two-day Seminar on the theme:

“The world
is going through
immense
changes that are
being pushed
forward by an
overwhelming
globalization
process.”

OPEC and the Global Energy Balance:
Towards a Sustainable Energy Future

Opening address by
OPEC Secretary General, HE Dr Alí Rodríguez Araque
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I would like to start by once again
extending our heartfelt condolences to
the relatives of the victims and the

American people in general for the tragic
events of September 11. Our deepest sym-
pathy is with all those grieving after this
appalling catastrophe, which has left us all
feeling moved beyond words.

There are, however, important issues
that we have gathered together to address.
Allow me to start by pointing out that the
world is going through immense changes
that are being pushed forward by an over-
whelming globalization process, which
touches nearly every sphere of daily life,
naturally also involving the production
and consumption of energy.

This seminar, entitled OPEC and the
Global Energy Balance: Towards a Sustain-
able Energy Future, will be taking a look at
the ongoing changes in society and how
they affect the energy industry. Addition-
ally, we must take into account that there
are factors generated by the actions of
sectors and groups that may accelerate or
disturb these ongoing changes. The events
of September 11 are an example of this.

In such situations, it is mandatory for

all those in positions of leadership, both
nationally and internationally, to calmly
analyze all factors, in order to take the
decisions that may best contribute to a
peaceful transition. One of the goals of
such efforts must be to attack the great
inequalities that presently exist in the world,
which condemn hundreds of millions of
people to poverty and undernourishment,
preventing them from exercising the most
elemental right to a dignified life.

Reaching this objective requires world
stability. And OPEC has been making an
important contribution in terms of help-
ing to maintain stability. It will continue
to do so, now with even greater emphasis.

Today, as never before, dialogue is
required. In our case, it means an encoun-
ter between producers and consumers, in
order to progress from mere coincidences
in speeches to concrete agreements and
results.

At the same time, it is imperative to
remember that the majority of our coun-
tries fundamentally depend on oil rev-
enues for their development, and those
revenues are determined not only by oil
prices. They also depend on the share that

the owners of the resource obtain from the
benefits generated by oil activities.

Therefore, fiscal policy continues to be
greatly important. It must be designed in a
way aimed at guaranteeing that each one
of the parties involved may obtain the just
benefits generated by this precious energy
source.

Another very important factor is the
ongoing international environmental de-
bate and the resulting measures to be
adopted, aimed at reducing carbon diox-
ide emissions and their possible effects on
climate change.

The problem lies in how to minimize
the environmental impact of energy. Such
a goal, naturally, has its own cost — to
apply new technologies for the extraction
of oil, to develop new technologies to build
new refineries, and to offer products of
better quality. The problem is — who
bears the cost? No single group should be
expected to carry this burden on its own.

Thus, let me conclude by pointing out
that for stability to be possible, we need
peace. To attain peace, we need dialogue.
And for a positive dialogue to be a reality,
we need equity. Thank you.

Opening address by Algerian Minister of Energy & Mines and
President of the Conference, HE Dr Chakib Khelil

“OPEC has
achieved an
astonishing
degree of success
for a group of
developing
countries.”
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It is a great honour to deliver this open-
ing address to such an illustrious gath-
ering of experts from the energy indus-

try. It is also somewhat of an awe-inspiring
experience, for assembled among us is a
dazzling array of expertise about energy
matters, including government ministers,
leading industrialists and acclaimed aca-
demics. Their extensive knowledge of the
issues that will form the basis of our discus-
sions at this seminar promises a lively and
stimulating exchange of views, from which
we shall all undoubtedly benefit.

This two-day seminar, entitled OPEC
and the Global Energy Balance: Towards a
Sustainable Energy Future, is the first full
OPEC seminar to be held for almost a
decade. Its purpose is to provide the inter-
national energy industry with a special
opportunity to examine in depth topical
issues that concern all of us, particularly
with regard to the way the industry is likely
to evolve in the coming decades.

The seminar can be envisaged as the
concluding event in OPEC’s protracted
40th anniversary celebrations. It comes ex-
actly one year after the historic Second
Summit of OPEC Heads of State, which
was held in Caracas, Venezuela, on Sep-
tember 27-28, 2000.

Guiding principles
At the Summit, our 11 Member Coun-

tries reaffirmed their commitment to the
guiding principles of the Organization, as
set out in the time-honoured OPEC Stat-
ute, to achieve sustainable order and sta-
bility in the international oil market, with
reasonable prices and fair returns to inves-
tors. They examined oil’s enhanced role in
future world energy demand, emphasised
the strong link between security of supply
and the security and transparency of oil
demand and stressed the need for im-
proved dialogue and co-operation among
all parties in the industry. They also revis-
ited the issue of oil’s service to mankind
generally and of the need to tie in energy
supply with economic development and
environmental harmony, so as to help
reduce hardship and poverty in develop-
ing nations and stimulate their economies.

Since its establishment in Baghdad,
Iraq, in September 1960, OPEC has
achieved an astonishing degree of success
for a group of developing countries. The
Organization provided these countries with

the support and the confidence to assert
their legitimate rights in the petroleum
industry, particularly in terms of the ex-
ploitation of their indigenous resources, as
well as commanding an influential role in
the pricing of their oil on world markets.
OPEC now is respected, far and wide, as
an established part of the international
petroleum community.

At the same time, oil remains the
world’s premier energy resource.  After the
turbulent events of recent decades, oil’s
integrity remains intact.  We now have an
industry that functions at the cutting edge
of technology and is cleaner, safer, more
united and better organised than ever be-
fore. Many parties can quite fairly claim
credit for this, at all levels of the industry.
But it is also, to a great extent, OPEC’s
achievement.  Who would have thought
that a small group of five developing coun-
tries, meeting in Baghdad in the middle of
September 41 years ago, would have
evolved into an Organization of such in-
fluence and standing in the world energy
community today?

And so, what of the future? Our pro-
jections show that oil will comfortably
remain the world’s frontline energy re-
source for the foreseeable future. The ref-
erence case from OPEC’s World Energy
Model projects that, even though oil’s
share of world energy demand will decline
from 41.0 per cent in 2000 to 38.8 per
cent in 2020, it will still be about ten
percentage points higher than that of the
number two energy resource, gas. The
market share of gas will overtake that of
solids, with gas rising from 22.7 per cent in
2000 to 29.1 per cent in 2020, and solids
falling from 25.9 per cent to 23.6 per cent
in the same period. Hydro/nuclear com-
bined will dip slightly to 8.6 per cent in
2020.

The model forecasts a rise in world oil
demand from around 76 million barrels/
day in 2000 to 106m b/d in 2020. OPEC,
with more than three-quarters of the
world’s proven recoverable crude oil re-
serves, will watch its market share grow
from around 40 per cent in 2000 to just
over 50 per cent in 2020. During this
period, Asia will emerge as the world’s
dominant oil consumer, with demand over-
taking that of North America. In order to
meet the rising level of global oil demand,
the investment requirement is staggering,

if consumers wish to receive an orderly
supply of oil at reasonable prices in the
future.

Unpredictable factors, however, have
the potential to overturn the most rigor-
ously conceived projections and signifi-
cantly affect the world oil industry in the
years ahead. Areas which require our con-
stant attention include the ongoing cli-
mate change negotiations, the world trade
talks, the growth of regionalism, and its
interplay with globalisation, the green
lobby and changes in domestic legislation
and consumer behaviour.

Speculative forces
If we turn our attention to prices now,

we are all familiar with the oil market’s
observed volatility. It is by no means unu-
sual for there to be a dramatic change in
the price of crude over a matter of days,
weeks or months, generally in response to
some external incident, whose impact is
then greatly exaggerated by speculative
forces. We can find vast anomalies in
pricing trends that stretch across decades.
There has been much comment in con-
suming countries about the price levels of
the past year or two. But, when today’s
crude prices are put in their proper historic
perspective, it can be seen that, in real
terms, they are well below the levels of
notable past reference points, such as the
mid-1970s, December 1986 and July
1990. All this instability in the price struc-
ture explains OPEC’s efforts over the past
year to keep prices at a level, $25/b, which,
according to our judgement and our sound-
ings across the industry, strikes an accept-
able balance between the requirements of
producers and consumers. Our efforts in
this regard have already met with consid-
erable success and suggest the future direc-
tion of OPEC’s agreements.

Moreover, on top of all this price insta-
bility lies the distorting, inequitable phe-
nomenon of excessive taxation on oil
products. For example, an average 68 per
cent of the final product price paid by
consumers in the European Union goes to
the taxman, while producing countries
attract only a meagre 15 per cent. Across
the Atlantic, in the USA, there have been
other factors affecting oil prices, princi-
pally a shortage of refinery capacity, strin-
gent product specifications, transport
problems, such as an inadequate pipeline
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structure, and just-in-time stock-manage-
ment policies.

All in all, for those responsible mem-
bers of the global oil community, there is
much work that needs to be done, if we are
to achieve sustainable order and stability
in the market in the years ahead, so as to
meet the projected rising oil requirement
in a smooth and harmonious manner. In
this regard, the industry stands to benefit
from the advances that have been made in
the area of co-operation in recent years,
among OPEC and non-OPEC producers
and also, increasingly, between producers
and consumers.

Since OPEC’s establishment in 1960,
our Organization and its Member Coun-
tries have gained a unique understanding
of the way the international oil market
works, from the perspective of the devel-
oping world producer. We have been an
integral part of the development of the

industry during what has been a highly
eventful period.

But this unique experience is still not
enough, if we are to continue to play an
effective role in the decades ahead. Some-
times, it is necessary to sit back and take a
detached look at events and carefully re-
evaluate some of the fundamental issues
that are of concern to us all. That is why we
are holding this seminar. That is why we
are indebted to all of you who have hon-
oured us with your presence — ministers,
industrialists and academics, as well as
those who do not fit neatly into these
categories. We are all here to learn from
each other. You all have a role to play in
ensuring that the seminar is a success. So
please feel free to articulate your views as
and when appropriate.

We hope, at the same time, that the
seminar will also enable us to form new
friendships and strengthen existing ones.

This will undoubtedly be of benefit to the
industry for years to come

Finally, I should like to express a word
of thanks to all those involved in organis-
ing this historic event. Gratitude is due in
the first instance to those national oil
companies who have generously sponsored
our seminar. Their gracious contribution
has been instrumental in producing an
outstanding forum.

The staff members of the Secretariat
and the CWC Group, who together have
worked tirelessly over the past few months,
deserve to be applauded. Their profes-
sionalism and commitment have, un-
doubtedly, been unsurpassed. Their
pursuit of perfection has been particu-
larly impressive. I am sure that our discus-
sions over the next two days will prove
that the efforts of all of you have been well
worthwhile and that the seminar is a great
success.

Seminar sponsored by NOCs of six OPEC Members
The OPEC Seminar was generously sponsored by the national oil companies of six OPEC Member
Countries. They were Algeria’s Sonatrach, the National Iranian Oil Company, the Kuwait
Petroleum Corporation, Qatar Petroleum, Saudi Aramco and Petróleos de Venezuela.

Sonatrach
www.sonatrach-dz.com

National Iranian Oil Company
www.nioc.org

Kuwait Petroleum Corporation
www.kpc.com.kw

Qatar Petroleum
www.qp.com.qa

Saudi Aramco
www.saudiaramco.com

Petróleos de Venezuela
www.pdvsa.com

N.I.O.C.sonatrach

PD



16 OPEC Bulletin

O P E C  S E M I N A R

Left: Listening to Dr Manouchehr Takin of the
Centre for Global Energy Studies address the
second session are (l-r) Professor of Economics at
the University of Grenoble, Sadek Boussena;
Iranian Minister of Petroleum, HE Bijan
Namdar Zangeneh; Algerian Minister of En-
ergy & Mines and OPEC Conference President,
HE Dr Chakib Khelil; Royal Dutch/Shell
Chairman, Philip Watts; and independent
geologist, Jean Laherrere.

“Future developments in the energy
market will alter the geography of energy

economics fundamentally.”
HE Bijan Namdar Zangeneh

Left: BP Vice-President and Chief Economist,
Peter Davies, addresses the seminar. Also in the
first session were (l-r) Director of the IEA’s
Office of Oil Markets and Emergency Prepared-
ness, Dr Masaaki Mishiro; Director Emeritus of
the Centre for International Energy Studies at
Rotterdam’s Erasmus University, Peter Odell;
Iraq’s Dr Abdulilah M Al-Tikriti (representing
the Oil Minister, HE Dr Amer Mohammed
Rasheed); Nigeria’s Presidential Adviser on Pe-
troleum and Energy and former OPEC Secre-
tary General, HE Dr Rilwanu Lukman; and
Head of the Russian Energy Ministry’s External
Economic Activities Department, Alexander
Misyulin.

“I look forward to an expanding dialogue

with OPEC, in a spirit of realism,

transparency and the search

for mutual advantage.”

Dr Masaaki Mishiro, IEA
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Left: Norwegian Minister of Petroleum and
Energy, Olav Akselsen, addresses the third ses-
sion, watched by (l-r) Director of the Oxford
Institute for Energy Studies, Professor Robert
Mabro; the Chairman of Libya’s National Oil
Corporation, HE Ahmed Abdulkarim Ahmed;
Algerian Minister of Energy & Mines and
OPEC Conference President, HE Dr Chakib
Khelil; and Nigeria’s Presidential Adviser on
Petroleum and Energy and former OPEC Sec-
retary General, HE Dr Rilwanu Lukman.

“It is the difficulty … of identifying
reference crudes that meet the criteria for
a rational oil pricing regime that damns

the pricing formulae system.”
Professor Robert Mabro, OIES

Left: Speaking during the fourth session is the
Head of UNCTAD’s Trade Analysis and Sys-
temic Issues Branch, Murray Gibbs. Also on the
panel were (l-r) Director of the WTO’s Council
Division, Paulo Barthel-Rosa; Qatari Minister
of Energy and Industry, HE Abdullah bin
Hamad Al Attiyah; and Algerian Minister of
Energy & Mines and OPEC Conference Presi-
dent, HE Dr Chakib Khelil.

“Globalisation and national economic
sovereignty are and will be at the forefront

of political debates nationally and
internationally.”

HE Abdullah bin Hamad Al Attiyah
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“We believe it is very important that oil
producers and consumers work together in

a co-ordinated fashion.”
HE Alvaro Silva Calderón

Left: Professor Richard Falk of the Centre for
International Studies at Princeton University
addresses the sixth session. Listening are (l-r)
Kazakhstan’s Vice-Minister of Energy and Natu-
ral Resources, HE Bolat Yelemanov; UNEP
Executive Director, Klaus Topfer; Nigeria’s
Presidential Adviser on Petroleum and Energy
and former OPEC Secretary General, HE Dr
Rilwanu Lukman; the UAE’s Minister of Petro-
leum and Mineral Resources, HE Obaid bin
Saif Al-Nasseri; and Venezuelan Minister of
Energy and Mines, HE Alvaro Silva Calderón.

Left: Saudi Arabian Minister of Petroleum and
Mineral Resources, HE Ali I Naimi, addresses
the fifth session. Watching him are (l-r) Profes-
sor Herman Daly of the University of Mary-
land’s School of Public Affairs; Sudanese Minister
of Energy and Mining, HE Dr Awad Ahmed
Al Jazz; Algerian Minister of Energy & Mines
and OPEC Conference President, HE Dr
Chakib Khelil; UN Under-Secretary for Eco-
nomic and Social Affairs, Nitin Desai; and
Melanie Kenderdine of the Gas Research Insti-
tute’s Washington Operations Office.

“The United Nations would support a
regular dialogue between consumers and

producers which would include developing
countries that have no access to energy.”

Nitin Desai, UN
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lofty ideals which we, as producers and
consumers, must champion. Make no
mistake, the old days, when political and
economic powerhouses are thought to be
capable of single-handedly managing the
market, are gone — pure and simple.

It was in this spirit of mutuality that
OPEC decided to organize the Seminar.
The mission was to enable us to take a fresh
look at many issues facing the industry.
The mission was also to navigate the new
century with a new vision, and a greater
sense of responsibility toward the global
community.

Let us not forget that neither oil ex-
porters, nor consumers can now work in
isolation from the others living in our
shrinking world. As countries become in-
creasingly interdependent, transparency
and openness go a long way in maintain-
ing economic growth and preserving the
wellbeing of humanity.

We were very honoured to be able to
attract some of the most senior and re-
nowned figures from the petroleum indus-
try and other prominent international
organizations to take part in our history
and this forum.

The OPEC Seminar: a quest for unity

It goes without saying that it has been
OPEC’s aim, for a long time now, to
generate a continual dialogue with other
producers. To realize our increasingly re-
ciprocal ambitions, a lot of hard work,
compromises and true goodwill must come
into play. Co-operation, not confronta-
tion, is the best strategy for the betterment
of our generations and posterity.

A great deal of dedication by the staff
members of the Secretariat brought this
event to fruition. It is no hyperbole to say
that arranging the Seminar was a horren-
dous race against time.

The massive amount of correspond-
ence to Member Countries, speakers and
participants, as well as hundreds of phone
calls and follow-ups would have been, to
say the least, a nerve-racking experience
for even the most seasoned staff member.

Nevertheless, those who made the
Seminar possible have demonstrated a re-
markable sense of professionalism and an
unsurpassed commitment. I feel proud
and in fact blessed to be teaming up with
only the best. To be successful, it takes
hard work and dedication. It was a sweet
victory for all of us.

That sentiment was also echoed
across the corridors of the Seminar
venue. Speakers and attendees who

came from different parts of the world,
and who represented the industry’s cream
of the crop, found the seminar a true
marketplace of highly intellectual debates
on some of the most pressing issues facing
the oil and energy sectors.

Addressing a packed conference room,
Their Excellencies the Ministers from
Member Countries and other oil-produc-
ing countries demonstrated how adamant
they are about breaking new ground in
bridging the gap between producers and
consumers.

This historic event has shown that the
Organization is tirelessly reaching out for
the rest of our global village in search of
mutual objectives. As the custodian of the
majority of the world’s oil reserves, OPEC’s
message throughout was compellingly
clear: our quest for a pragmatic partner-
ship and for greater interdependency ne-
cessitate enormous self-discipline from all
parties concerned.

A spirit of goodwill, mutual trust and
collaboration are, undeniably, some of the

Nothing succeeds like
success, according to the

English saying, writes
OPEC’s Media Relations

Officer, Dr Abdulrahman
Al-Kheraigi (pictured here).
This speaks eloquently of the
OPEC Seminar, which the

Organization diligently
organized last month.
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of Governors for a period of one year from
January 1, 2002; and

appoints

Mr Mohammed D Al Hamli, Governor
for the United Arab Emirates, as Alternate
Chairman for the same period.

Resolution No 117.389

The Conference,

upon the recommendation of the Board of
Governors,

in accordance with Article 38 of the Stat-
ute and the Financial Regulations,

approves,

1. The Budget for the year 2002, totalling
EUR 16,665,225 (ATS 229,318,501),
of which an amount of EUR 3,465,225
(ATS 47,682,541) is to be financed by
a transfer from the Reserve Fund Ac-
count, with the balance being contrib-
uted by the Member Countries.

2. That the contribution payable by each
Member Country shall be EUR
1,200,000 (ATS 16,512,360) payable
in one instalment not later than March
31, 2002.

Resolution No 117.390

The Conference,

upon the recommendation of the Board of
Governors,

approves,

the appointment of TPA Control
Wirtschaftsprüfung GmbH to act as audi-

Press Release No 21/2001
Vienna, Austria, October 27, 2001

The 117th Meeting of the Conference of
the Organization of the Petroleum Ex-
porting Countries, held in Vienna, Aus-
tria, from September 26–27, 2001,
adopted the following Resolutions, which,
in accordance with customary procedures,
have been ratified by the Member Coun-
tries and are issued herewith:

Resolution No 117.387

The Conference,

upon the recommendation of the Board of
Governors,

approves,

that the Secretariat withdraw an amount
up to $3 million from the Reserve Fund
Account, at the discretion of the Board of
Governors, in order to cover legal fees
incurred during 2001 and 2002 in con-
nection with the on-going litigation in the
USA.

Resolution No 117.388

The Conference,

having regard to the rules laid down in the
Statute of the Organization, in particular
Article 21; whereas in accordance with the
provisions of Resolution 111.380, the term
of office of the Governor for Qatar as
Chairman of the Board of Governors ex-
pires on December 31, 2001;

appoints

Mr Suleiman J Al-Herbish, the Governor
for Saudi Arabia, as Chairman of the Board

tors for the financial year 2001 and to
submit a report thereon.

Resolution No 117.391

The Conference resolves that the next
Ordinary Meeting of the Conference shall
be convened in Vienna, Austria, on March
12, 2002. Done in Vienna this Twenty-
Seventh Day of September 2001.
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ew York — OPEC was praised
last month for its swift response

to calm nervous international oil
markets in the wake of the September 11
attacks on the World Trade Center in New
York and the Pentagon in Washington.

Shortly after the attacks, OPEC Sec-
retary General, Dr Alí Rodríguez Araque,
issued a statement confirming that the
Organization’s Members remained com-
mitted to “strengthening market stability
and ensuring that sufficient supplies are
available to meet market needs,” and were
“prepared to use their spare capacity, if
deemed necessary, achieve these goals” (see
Press Release No 18/2001 on this page for
details).

The European Commissioner for
Transport and Energy, Ms Loyola de
Palacio, told reporters that the EU was
grateful for OPEC’s firm pledge to keep
markets adequately supplied with oil.

“I would like to thank OPEC,” Ms de
Palacio was quoted as saying
by the official Kuwaiti News
Agency (KUNA).

The pledge by the Organi-
zation to boost production, if
necessary, had assured that
there was no lasting speculation-
driven price increase on inter-
national markets, she said.

“OPEC slowed down the
price rise. This is a clear and
responsible position,” she
pointed out, adding that Eu-
rope would not see a shortage
of crude oil.

The European Commis-
sioner for Economic and
Monetary Affairs, Pedro
Solbes Mira, added that he did
not expect an oil crisis as a
result of the attacks.

The fact that prices had
fallen again the next day dem-
onstrated that the increase
seen in prices on September
11 was due to psychological
reasons and market nervous-
ness, he said.

OPEC praised for swift response to calm oil markets
after September 11 attacks on World Trade Center and Pentagon

Later in the month, the Paris-based
International Energy Agency (IEA) said
in a statement that it welcomed OPEC’s
decision at its 117th Conference to leave
its production ceiling unchanged.

The IEA’s Executive Director, Robert
Priddle, described the OPEC decision as
a “display of moderation” and expressed
his appreciation of the statements by
OPEC and its Member Countries to keep
oil flowing in the event of any supply
disruption.

Across the Atlantic, the President of
the American Automobile Association,
Bob Darbelnet, attributed the short-term
nature of the spikes seen in gasoline prices
in the wake of September 11 to OPEC’s
market-calming comments and decisive
action on the part of the oil industry and
the US government.

“Preparations necessary for a response
to the terrorist attacks makes many Ameri-
cans understandably nervous about future

energy supplies and prices,” Darbelnet
noted.

“However, the co-ordinated response
by OPEC, US oil companies and govern-
ment agencies shows co-ordinated action
can be extremely effective in calming
public worry about this vital commodity,”
he said.

Meanwhile, individual OPEC Mem-
ber Countries also reaffirmed their deter-
mination to ensure market stability in the
days following the attacks.

Venezuelan President, Hugo Chávez,
assured the US that his country would
continue to supply it with a steady flow of
oil. The Venezuelan leader also expressed
his “profound regret” at what he described
as “cowardly (and) murderous” attacks.

“I have given instructions to Petróleos
de Venezuela, and in particular to Citgo,
that in addition to increasing security
measures at our oil installations in the US,
we make an effort to guarantee the supply

of petroleum, fuel, gasoline,
and other derivatives to the
people of the US,” he said.

“This is one of the ways we
have to demonstrate our soli-
darity and our firm support
and co-operation,” added
Chavez.

The US is the biggest buyer
of Venezuelan crude. US-
based Citgo is a wholly-owned
subsidiary of PDVSA,
headquartered in Tulsa, which
operates some 14,000 gasoline
outlets throughout America.
PDVSA also has interests in six
US oil refineries.

Shortly after the September
11 attacks, Citgo President,
Oswaldo Contreras Maza,
confirmed that security meas-
ures had “been increased at all
installations around the US.”

“Citgo has put in place
emergency plans for situations
of this kind. Also, it is work-
ing closely with national and
local organizations to guaran-

N

OPEC Press Release No 18/2001
Vienna, Austria, September 11, 2001

OPEC committed to ensuring
adequate oil supplies — Rodríguez

OPEC Secretary General, Dr Alí Rodríguez Araque, this
afternoon stated that the Organization was monitoring de-
velopments, following the series of tragic events that oc-
curred in the United States earlier today.

“All Member Countries remain committed to continu-
ing their policy of strengthening market stability and en-
suring that sufficient supplies are available to satisfy market
needs,” he said.

“Furthermore, OPEC’s Members are prepared to use
their spare capacity, if deemed necessary, to achieve these
goals,” he emphasized.

Rodríguez Araque categorically refuted suggestions that
some of the Organization’s Members could use oil as a
weapon, stressing OPEC’s continued commitment to se-
curing a stable market.

The OPEC Secretary General concluded by extending
“the Organization’s heartfelt sympathy to all those affected
by this tragedy”.
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inquiring into the fate of the documents,
held by an LNG trustee borrowing agency
at its office in the World Trade Center.

The WTC collapsed on September 11,
killing thousands of people, after two
passenger jets were hijacked by terrorists
and flown into the twin towers.

Despite the building having been to-
tally destroyed, Yusgiantoro said he was
hopeful the documents would be recov-
ered because the office that handled them
was a large operation and there must have
been a backup of the documentation.

He also dismissed suggestions that
Indonesia’s LNG business would be affected
if the documents disappeared in the dis-
aster.

Although Purnomo did not name the
agency, the media reports, quoting other
officials, said it was a syndicate of Ameri-
can banks that handled the financing of
Indonesia’s LNG developments and trade,
including receiving payments from buy-
ers in Japan, South Korea and Taiwan.

Indonesian LNG trade has been con-
ducted for more than three decades and
its contracts with Far Eastern buyers have
generated annual revenue of around $3.0
billion.

The long-term contracts, averaging
more than 20 years each, were all in US
dollars. Earnings from these deals were
used to settle long-term project borrow-
ings, according to sources familiar with
Indonesian LNG trade.

Iranian MP urges oil
producers to take action
against crude surcharges
Tehran — Iranian Member of Parlia-
ment, Mohammad Kianoosh-Rad, said
last month that OPEC and other oil-pro-
ducing countries should take action
against insurance companies that imposed
surcharges on Gulf crude in the wake of
the September 11 terrorist attacks on the
United States.

Immediately after the attacks, London
underwriters quoted war-risk surcharges
for vessels sailing to the Middle East that
added as much as 50¢/barrel to the cost
of Iranian or Iraqi crude, according to ship
managers.

Some sources said that the price of

crude oil exports from other countries in
the region could be pushed up by as much
as 25¢/b.

“We are talking war-risk additional
premiums getting into millions of dollars
for loading in some parts of the Gulf, say,
Mina Al-Bakr (in Iraq), or Kharg Island
(in Iran),” one leading tanker manager
commented.

Quoted by the Tehran Times daily
newspaper, Kianoosh-Rad said the insur-
ance companies had the right to impose
surcharges in critical situations, but un-
derlined that the region was calm and that
a fake crisis had been created after Sep-
tember 11.

According to the MP, the illusion of a
crisis in the Middle East was totally un-
founded and the terrorist attacks on the
United States had had no effect on the
Gulf region.

“There is no reason to declare that
there is a crisis in the region, especially as
far as it concerns ships passing through
Iranian waters,” he noted.

He pointed out that some insurance
companies were merely taking advantage
of the situation, and added that OPEC
Member Countries and other oil-export-
ing nations should take a firm stand
against such tactics.

European companies
may get US firms’ oil
operations in Libya
Brussels — European oil companies are
expecting a significant boost to their ac-
tivities in Libya, following an announce-
ment by the Libyan government that US
companies had one year to return to their
oil blocks in the country, or lose their
operating licences.

Libyan Foreign Minister, Abdel
Rahman Shalgam, announced in Septem-
ber that Libya could ill afford to leave its
oil fields idle until the United States de-
cided to lift sanctions against the country.

“We have agreements with the Ameri-
can companies, and those agreements need
our co-operation,” Shalgam said. “Either
they will come and work, or we will give
their rights to other companies. If they
don’t decide next year, we are going to
make our decision,” he explained.

tee the security of its personnel and its op-
erational facilities,” Contreras Maza com-
mented.

Meanwhile, Saudi Arabian Petroleum
and Mineral Resources Minister, Ali I
Naimi, said in a statement carried by the
Saudi Press Agency that the Kingdom
attached special importance to stabilizing
the oil market.

He reaffirmed that Saudi Arabia was
committed to the provision of supplies on
a continual basis, in various circumstances,
and in co-operation with fellow OPEC
Member Countries, to fill any shortage
that might arise in the market, for any
reason.

The Minister added that the King-
dom’s exports to the US and to all other
importers of Saudi oil were stable and
being carried out according to ordinary
export schedules.

The official United Arab Emirates
News Agency (WAM) quoted the coun-
try’s Minister of Petroleum and Mineral
Resources, Obaid bin Saif Al-Nasseri, as
saying that the price fluctuations seen after
September 11 would be temporary and
would soon disappear.

Condemning the attacks in a speech
delivered at the Zayed Centre for Co-or-
dination and Follow-up in Abu Dhabi, the
Minister also stressed OPEC’s determina-
tion to ensure a steady flow of oil to world
markets, in co-ordination with other pro-
ducers.

The Kuwaiti Oil Minister, Dr Adel K
Al-Sabeeh, also underlined his country’s
keenness to stabilize the market, and said
that it would take all necessary measures
to tackle any shortage in oil supplies,
according to KUNA.

Indonesian Minister says
attack on WTC won’t
disrupt LNG business
Jakarta — The destruction of New
York’s World Trade Center on September
11 raised concerns in Jakarta about the fate
of documents related to Indonesia’s lique-
fied natural gas (LNG) deals, according to
media reports.

The Indonesian Minister of Energy
and Mineral Resources, Dr Purnomo
Yusgiantoro, said that the government was
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One casualty of this move would be

the Oasis Group, a US consortium that
includes Amerada Hess and USX Mara-
thon, which suspended its operations in
1986 when the US, under President
Ronald Reagan, issued a series of sanctions
against Libya, which banned American
firms from working in the country.

Even though the 1992 UN sanctions
on Libya were suspended — but not
entirely lifted — in 1999, the US has
continued with its unilateral sanctions
under the revamped 1996 Iran-Libya
Sanctions Act.

The European Union followed the UN
and suspended sanctions against Libya
after two Libyans accused of the 1988
bombing of Pan Am flight 103 over
Lockerbie in Scotland were handed over
to be tried in the Netherlands.

Accordingly, industry sources said that
those likely to gain from Libya’s ultima-
tum were European companies, such as
Spain’s Repsol-YPF, Austria’s OMV,
France’s TotalFinaElf, and Italy’s ENI.

Libya has said that it expects these non-
US companies to raise their output capac-
ity by one-third over the next five years.
Repsol-YPF is involved in pumping oil
from the country’s Murzuk Basin with its
partners, OMV and TotalFinaElf.

Meanwhile, Shalgam said Italy and
Libya have recently agreed on a $5.0 bil-
lion dollar gas project, without giving
further details. Libya is also Italy’s main
supplier of crude oil.

Kuwait, Saudi Arabia
reach accord on Neutral
Zone activities in 2003
Riyadh — Under-Secretary at the Ku-
waiti Ministry of Oil, Eissa Aloun, an-
nounced recently that Kuwait and Saudi
Arabia had agreed on how to run opera-
tions in the divided Neutral Zone after
February 2003.

The Neutral Zone includes the Khafji
oil field, the Kuwaiti portion of which is
currently operated by the Arabian Oil
Company (AOC) of Japan.

Aloun was quoted by the Kuwait News
Agency (KUNA) as saying Saudi Arabia
had agreed to hand over the administra-
tion of the operations in the Neutral Zone

over to Kuwait, after the contract expires
between Kuwait and the Japanese-owned
AOC in 2003.

Aloun said that both Kuwait and Saudi
Arabia had also agreed to continue gas
exploration at the offshore Aldurra gas field
in the Neutral Zone, adding that both
countries needed the gas to use as fuel and
in their respective petrochemical indus-
tries.

Concerning the Khafji oil field in the
Saudi sector of the Neutral Zone, the AOC
is reportedly currently seeking to renew
its contract with the Kingdom to operate
the field, after its contract expired in Feb-
ruary last year and was not renewed. Prior
to that, the AOC had exploited the Saudi
sector of the Khafji field since 1960.

The AOC still operates the Kuwaiti
sector of the Khafji oil field, and currently
produces 140,000 b/d of crude.

However, separately, KUNA reported
that Kuwait and Japan had agreed to end
the exploration rights of the AOC in the
Khafji oil field when they expire in Janu-
ary 2003.

Both countries released a statement last
month saying the two parties had signed
a memorandum containing basic guide-
lines for future detailed negotiations to
regulate the relationship between the AOC
and Kuwait, KUNA reported.

The contents of the memorandum
were released only nine days after a prior
statement was issued from the AOC an-
nouncing it had reached an agreement
with the Kuwaiti government to extend
its operational and drilling rights for
Khafji, the exploration rights of which the
Japanese company has had since 1958.

The second statement released by both
countries invalidated any supposed deal
having been brokered, as was suggested by
the AOC, and instead said “an agreement
will be reached that will secure the desired
co-operation, in keeping with the Kuwaiti
constitution’s stipulation concerning the
use and preservation of its resources.”

The memorandum indicated that the
guidelines were to be approved by the
concerned authorities. It cited goals for
future talks that included Kuwait benefit-
ing from Japanese technical, research, and
development expertise, which involved the
training of national labour to take over 100
per cent of the operation of all facilities,
to replace foreign labour.

Oil supplies unaffected by US attacks
NEW YORK — Overall United States and glo-
bal oil supplies were only minimally affected
by the attacks on the World Trade Center and
the Pentagon on September 11, according to
the US Energy Information Administration
(EIA). It said the attacks occurred against a
background of already tight crude oil and
product markets in the country and world-
wide. Crude prices were likely to remain sev-
eral dollars lower than the very high prices
seen a year ago, noted the EIA, adding that
this assumed normal weather, a sluggish
economy, no Iraqi outages, compliance by
OPEC to its output ceiling, and no unusual
logistical or refinery problems. However, it
cautioned that any unforeseen event (such as
continued stockdraws, refinery outages, se-
vere weather, or Middle East tensions) could
act as a catalyst to alert markets to the poten-
tial for tight supplies this winter, and oil prices
could swing back upward.

Gas prices steady post-September 11
NEW YORK — The nationwide average price
of self-serve regular unleaded gasoline rose by
less than one cent in the days following the
attacks on the World Trade Center and the
Pentagon, according to the American Auto-
mobile Association (AAA). “This barely per-
ceptible rise in gasoline prices to $1.54/gallon
indicates motorists and nearly all gasoline sta-
tions have reacted calmly and responsibly
with regard to fuel consumption and pricing
since the attacks,” said AAA Vice-President
of Public Affairs, Susan Pikrallidas. Immedi-
ately after the attacks, a few gas station own-
ers reacted by raising prices to extreme levels
in some areas, the Association noted. How-
ever, as more information became available
and the US Department of Energy and the
oil majors made it clear that the nation’s en-
ergy supplies were never threatened, gas prices
came down at the few offending stations.

DoE staff mobilized to help operations
NEW YORK — Staff of the US Department of
Energy (DoE) were mobilized to help deal
with the situation after the events of Septem-
ber 11. Following the attacks on the World
Trade Center and the Pentagon, DoE employ-
ees assisted in the search for survivors by us-
ing ground-penetrating radar equipment,
adapted with motion detection devices, to aid
in the search for survivors. Other DoE teams
operated with sophisticated, remotely-con-
trolled equipment, including infrared cam-
eras, robotic equipment, and fiber-optic
cameras, to aid the search for victims and
evidence. US Energy Secretary, Spencer
Abraham, commented that the American
people had “suffered a great loss as a nation.”
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Kuwait, it said, maintained the right

to secure financing and capital from the
AOC for its projects in the divided area
for less than market interest rates.

Previously, an official from the Japa-
nese Ministry of Economy, Trade and
Industry had said that any future involve-
ment in operating a portion of the Khafji
oil field in the divided zone would have to
secure the AOC’s profits, which would
mean an involvement in drilling and se-
curing a stable crude oil supply to Japan.
This had reportedly been the contentious
issue between the two parties.

The AOC is Japan’s largest oil pro-
ducer. Saudi Arabia and Kuwait both have
stakes in the firm, while other investors
include Japanese power companies such
as the Tokyo Electric Power Company and
the Kansai Electric Power Company.

Venezuela inaugurates
Cerro Negro heavy
crude upgrading plant
Barcelona — Venezuelan government
officials and private sector representatives
have formally inaugurated a new upgrad-
ing plant of the Cerro Negro joint ven-
ture, designed to produce, upgrade and
export extra-heavy crude from the coun-
try’s Orinoco oil belt.

The venture, which has a 35-year life-
span, is one of four strategic associations
operating in the belt involving Venezue-
la’s state oil company, Petroleos de Ven-
ezuela (PDVSA), and several private for-
eign oil companies.

PDVSA holds a 41.67 per cent stake
in the Cerro Negro venture, along with
ExxonMobil (41.67 per cent), and Ger-
many’s Veba Öl (16.67 per cent).

“With our partners, ExxonMobil and
Veba, we had the privilege of creating a
strategic economic, technological and
marketing alliance to take on the devel-
opment of highly productive wells in the
Orinoco belt,” said PDVSA President,
Guaicaipuro Lameda, who attended the
inauguration of the project.

He noted that the design of the scheme
guaranteed a role in the entire chain of
downstream commercialization and en-
sured a premium market that was the Gulf
of Mexico, with a total investment of some

$2.46 billion over a development horizon
of 35 years.

The Cerro Negro upgrading plant,
located at Jose, in Anzoategui State, east-
ern Venezuela, has a capacity to convert
an estimated 120,000 barrels/day of ex-
tra-heavy, 8.5° API crude into a lighter
16.5° API synthetic crude.

The crude will then be shipped mostly
to the Chalmette refinery (jointly owned
by PDVSA and ExxonMobil) in the US,
where it will be further refined and con-
verted into products for the American
market.

New Indonesian oil
and gas bill due to
be passed shortly
Jakarta — The Indonesian bill encom-
passing a new law for the oil and gas sec-
tors will soon be passed by Parliament, the
English-language Jakarta Post newspaper
reported last month.

Following this, an executive body will
be established to manage the country’s hy-
drocarbons sector, while the state-owned
oil firm, Pertamina, will be de-monopo-
lized.

Legislators said they were confident the
House of Representatives would pass the
law towards the end of the year, as debate
on it was coming to a close after more than
two years.

The debate was focused at the time of
reporting on establishing the executive
body, which would become the most
powerful authority in the oil and gas sec-
tors in Indonesia, the paper reported,
quoting top legislators.

The legislators noted that the new law
would liberalize the energy sector and
dismantle the three-decade old monopoly
held by Pertamina, which would become
a commercial company.

The new legislation would replace law
no 44/1960 on the oil and gas sector and
law no 8/1971 on Pertamina.

Legislator, Husni Thamrin, said debate
was focused on the placement of the ex-
ecutive body under the President, rather
than under the Minister of Energy and
Mineral Resources.

Legislators were also deliberating on
the transitional period for the dismantling

Clough wins West Seno field deal
JAKARTA — Australia’s Clough Group said last
month that it has won a $70 million con-
tract for engineering work on Indonesia’s
West Seno field, which is due to start pro-
duction in the first quarter of 2003. The com-
pany said it would carry out engineering,
procurement and installation of the subma-
rine pipelines and all other installation work,
including mooring, piles and tension legs in
the field, which is located in the Makassar
Strait between Kalimantan and Sulawesi.
Clough said it has commenced work on the
two 62-km pipelines to transfer oil and gas
from the field platform to onshore facilities
at Santan on the Kalimantan coast of Bor-
neo island. The firm also announced that its
Indonesian subsidiary, PT Petrosea, has been
awarded a $10m contract to build onshore
facilities and carry out terminal modifications
at Santan.

Ecuador plans heavy crude pipeline network
QUITO — Ecuador is to begin the construc-
tion of a heavy crude oil pipeline network by
the end of October, it was officially an-
nounced last month. The project will involve
the construction of a series of pipeline seg-
ments: from Lago Agrio to Quito; from La
Virgen to Quito; from Mindo to La Virgen;
around Mindo; and finally a section linking
Mindo to the Pacific port of Balao. The net-
work is expected to be operational by Febru-
ary 2003. It will supply crude to fill five
storage tanks with a capacity of 750,000 bar-
rels each. The 500-km pipeline network
project is being constructed by the govern-
ment of Ecuador in collaboration with five
domestic oil exploration firms and the Ar-
gentine company Techint.

US gasoline demand flat in August
NEW YORK — Gasoline deliveries, a key meas-
ure of consumer demand in the US, were es-
sentially flat in August, rising only 0.1 per
cent to 8.93 million barrels/day compared to
a year ago, according to the latest figures from
the American Petroleum Institute. Probable
reasons for this were the generally sluggish
economy, a one month 25 per cent run-up
in Midwest retail prices, overall tight gaso-
line markets, limited spare refining capacity
and the continued complexities of making
different types of gasoline for 15 markets, in
order to adhere to the requirements of the
federal Clean Air Act, said the API’s monthly
statistical report. On the supply side, domes-
tic crude oil production averaged 5.79m
b/d, the same as a year ago. After posting a
slight gain in July, production in the lower
48 states averaged 4.83m b/d, down one per
cent from last year.
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of Pertamina, with the military-backed
Golkar party asking for one year and the
Indonesian Democratic Party for Strug-
gle (PDI) suggesting less than a year.

In a separate story, Indonesian Presi-
dent, Megawati Sukarnoputri, visited the
United States last month where she was
due to offer 15 new oil and gas blocks to
international companies during her 12-
day visit.

The Indonesian Minister of Energy
and Mineral Resources, Dr Purnomo
Yusgiantoro, said the 15 blocks would be
offered to international investors because
Indonesia needed to attract considerable
capital to manage the blocks.

Yusgiantoro explained that the sector
needed at least $5.0 billion a year in new
investment to maintain its current oil
production of about 1.3m b/d of crude and
natural gas output of 3.0bn cubic feet/d.

He added that Indonesia had, on av-
erage, signed 10 production-sharing con-
tracts with international oil companies for
developing oil and gas reserves in the
1990s.

The Indonesian President was sched-
uled to address an energy conference in
Houston, where details of the blocks were
to be presented.

Megawati was also due to hold meet-
ings with the US President, George W
Bush, US congressmen, the International
Monetary Fund (IMF), the World Bank,
and investors to explain the changes be-
ing made by her administration to rebuild
the country’s economy.

The United States is Indonesia’s larg-
est export market, importing hydrocar-
bons, minerals, electronics, textiles and
food products.

Nigeria signs purchase
agreement for gas
with ChevronTexaco
Abuja — The Nigerian Gas Company
(NGC) has signed a sales and purchase
agreement for 130 million cubic feet/day
of gas with the Nigerian unit of
ChevronTexaco, Chevron Nigeria Ltd
(CNL).

The accord, signed in Lagos last
month, involves an annual contract
amount of 47.45m cu ft/d of natural gas.

Maximum gas off-take expected from the
gas supply system is about 240m cu ft/d,
although the system is capable of supply-
ing up to 265m cu ft/d.

Speaking at the signing ceremony,
CNL Chairman and Managing Director,
Ray Wilcox, said ChevronTexaco regarded
the contract as an important step to meet
the challenge of gas utilization initiatives
which meant complying with the Nige-
rian government’s plan to end gas flaring
in all of the company’s operations.

These efforts, he said, began in the
early 1990s when “we embarked on the
implementation of the Escravos gas project
(EGP), Nigeria’s first major gas utilization
programme.”

The operation of the first phase of this
project in 1997 made available for the first
time in Nigeria clean, dry processed gas
for use in power generation and for in-
dustry, as well as for liquefied petroleum
gas exports.

EGP-1, he said, had now been fol-
lowed by EGP-2, bringing the gas process-
ing capacity of the plant to almost 300m
cu ft/d.

“This figure will further increase to
about 700m cu ft/d when the third phase
of the project comes onstream in 2005,”
Wilcox said. He stressed that gas was one
natural resource that Nigeria had in abun-
dance and therefore it was of absolute im-
portance that the country took maximum
advantage of the commodity.

He continued that ChevronTexaco was
committed to its gas utilization goals and
would continue to work in projects dedi-
cated to them.

“This, of course, means we will con-
tinue to explore and target markets here
in Nigeria, the West African sub-region
and the international market,” he con-
cluded.

 Also at the signing ceremony was the
NGC Managing Director, E A Olukoga,
who said the sales and purchase agreement
was a major milestone in the NGC’s ef-
forts to provide flexibility of gas supply to
fulfil its commitments to its various con-
sumers, particularly those connected to the
Escravos-Lagos pipeline system.

Olukoga said that first gas supplies into
the system were achieved in August 1997,
even though some major contractual is-
sues were outstanding.

“Today we are delighted that all these

European oil firms see continued growth
BRUSSELS — The major European oil compa-
nies still see oil production growing in the
next few years despite the current economic
downturn, according to industry sources. BP
has dismissed concerns that it will fail to meet
its 5.5 per cent average annual volume growth
to 2005, with Chief Executive Lord Browne
saying that he had great confidence that
projects would come onstream as scheduled.
Meanwhile, France’s TotalFinaElf has said it
will boost lift production by 10 per cent in
2002. Anglo-Dutch giant Royal Dutch/Shell,
however, has cut its forecasts for production
growth from five per cent to three per cent a
year over the five years to 2005, citing longer
than expected access to major sources of re-
serves. The CEO of Shell Exploration and
Production, Walter van de Vijver, said that
while his company was likely to meet its tar-
get of lifting production to the equivalent of
3.8 million barrels/day by the end of this year,
output in 2002 would be flat. He blamed
delays to projects in Angola and Nigeria, as
well as the Kashagan project in the Caspian.

Statoil bids for South Pars project
TEHRAN — Norwegian state oil company
Statoil has participated in a tender for phases
nine and 10 of the South Pars gas develop-
ment plan in Iran, according to the English-
language Iran Daily. A Statoil official
confirmed the news report, but would not
elaborate on the move. The paper said that
Statoil would probably sign a buy-back con-
tract with Iran’s Pars Oil and Gas Company,
and added that the companies participating
in the tender had presented proposals on the
engineering, purchasing and construction
phases of the project. Final agreement for the
two phases was scheduled to be signed in early
September, but was subsequently postponed,
for unspecified reasons. When operational,
phases nine and 10 of South Pars will pro-
duce 2 billion cubic feet of gas for domestic
consumption and liquefied natural gas for
export.

Ecuador refinery shuts for maintenance
QUITO — Ecuador’s Esmeraldas refinery has
temporarily suspended operations for main-
tenance of its units, according to government
sources. Due to the maintenance programme,
the authorities will import around 400,000
barrels of diesel and gasoline to help meet
national demand. The refinery has a capacity
to process 110,000 barrels/day of crude oil.
The sources added that the industrial centre
at La Libertad, located in Guayas province,
which had a refining capacity of 44,000 b/d,
would help in the technical maintenance of
the Esmeraldas plant.
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issues, especially the gas purchase price,
have been amicably resolved, culminating
in this signing ceremony,” he observed.

“The bulk of the CNL gas supply
constitutes part of the NGC’s total gas
supply to the National Electric Power
Authority thermal plant at Egbin.”

Olukoga urged other gas-concession
holders to explore ways of integrating their
gas supply systems into the NGC’s exist-
ing facilities, to allow maximum utiliza-
tion of associated gas.

“In this way, our target of eliminating
gas flaring in the country before 2008, set
by the federal government, will be at-
tained,” he said.

Olukoga said the Escravos-Lagos gas
pipeline formed the backbone of the net-
work for supply to the southwest, while
the major trunk line towards the north-
ern axis — the Oben-Ajaokuta pipeline
— would serve as the backbone of gas
supply to consumers north of the Niger.

Studies were currently being under-
taken on the feasibility of extending this
segment of the network to Abuja and
Kaduna, respectively, he said, as the first
phase of the project.

The NGC also had plans to link its
eastern and western gas supply systems to
provide flexibility and better management
of its supply and demand schedule.

“All these efforts are geared towards
achieving our long-term objectives of in-
tegrating the nation’s gas supply systems
to ensure optimum utilization of its gas
resources, enhancing the development of
the gas industry and allowing for effective
and efficient use of government resources,”
he maintained.

Pertamina starts work
on South Sumatra
natural gas programme
Jakarta — The Indonesian state oil and
gas company, Pertamina, is due to start
work on a $500 million gas field develop-
ment programme in South Sumatra and
the output is intended to supply the
densely populated West Java region from
2005.

The 22 fields in the Prabumulih re-
gion, with accumulated reserves of 3.8
trillion cubic feet, would supply at least

50m cu ft/day of gas to West Java for the
next 20 years, Pertamina President,
Baihaki Hakim, said.

The field development programme
followed an internal agreement between
Pertamina and state gas distributor, PT
Perusahaan Gas Negara (PGN), he noted.
PGN would build a 640-kilometre gas
pipeline from South Sumatra to West Java,
he added.

According to PGN sources, European
banks were keen to finance the project,
which they saw as one of the most lucra-
tive businesses in the gas sector of south-
east Asia, capable of earning revenue.

Baihaki noted that West Java remained
the main domestic energy market in In-
donesia for the South Sumatra fields,
adding that Pertamina was also intensify-
ing exploration activities in the fields to
raise reserves to 5.0tr cu ft.

Meanwhile, provincial officials have
asked the government to allow them to be
represented on the independent executive
body, which would be formed under the
new oil and gas law to manage the coun-
try’s hydrocarbon resources.

Under the new government approach
of sharing mineral wealth with local
populations, provinces with hydrocarbon
resources will be allowed to participate in
oil and gas exploration projects.

Algerian Minister holds
talks on deregulation of
European energy market
Algiers — Algerian Minister of Energy
& Mines and President of the OPEC Con-
ference, Dr Chakib Khelil, held talks last
month with the Belgian Minister of Trade,
Didier Gosuin, to discuss issues related to
the liberalization of the energy sector in
Europe.

According to an official statement
detailing the contents of the talks, Khelil
highlighted the obstacles involved in sup-
plying energy products to European cus-
tomers, and the impact of these barriers
on countries like Algeria, where income
was chiefly reliant on the export of hydro-
carbons.

The two officials also examined ways
and means of developing bilateral co-op-
eration in energy and mines. In this re-

US Gulf of Mexico sales go ahead
NEW YORK — The US Department of the
Interior’s Minerals Management Service
(MMS) has published a notice in the federal
register requesting information for 10 tenta-
tively-scheduled outer continental shelf lease
sales in the western and central Gulf of
Mexico in the proposed 2002-07 leasing pro-
gramme. Western sales 184, 187, 192, 196
and 200, as well as central sales 185, 190, 194,
198 and 201, are covered in this multi-sale
call for information and nominations. The
notice of intent to prepare an environmental
impact statement covers all sales, except west-
ern Gulf sale 184. “As always, we seek an open
and frank exchange of views and information
as we identify the issues and concerns in these
areas,” said MMS Acting Director, Tom
Kitsos.

Korea to split up gas businesses
SEOUL — The Korea Gas Corporation’s
(Kogas) import and wholesale businesses will
be split among three firms by the end of this
year, according to a statement from the Com-
merce, Industry and Energy Ministry. The
state would also sell its stakes in two of the
new companies by next year, said the state-
ment, noting that Kogas was being partially
privatized by 2002, as part of an agreement
with the International Monetary Fund (IMF)
that was helping Seoul rebuild its economy.
Details of the share sales in the state-owned
Kogas are due to be revealed by March. Po-
tential bidders for Kogas units should have a
management capability to stabilize gas sup-
ply and demand and handle existing lique-
fied natural gas import contracts. The
Ministry said it would complete the privati-
zation plan for Kogas LNG facilities, receiving
terminals and pipelines by the first quarter
of next year, with full privatization taking
place by the end of the year.

ExxonMobil to expand Shawnee plant
SHAWNEE, OKLAHOMA — ExxonMobil
Chemical Company has begun work on a
100,000-sq ft building to house a major new
production unit at the firm’s oriented poly-
propylene manufacturing plant in Shawnee,
Oklahoma, according to a company state-
ment. The plant expansion creates 50 new
jobs for the Shawnee area and increases an-
nual capacity at the plant by 35 per cent.
“This project marks the largest expansion for
the ExxonMobil Chemical’s Shawnee plant
in over 10 years and is a tremendous growth
opportunity for the Shawnee area,” said
Shawnee Plant Manager Kevin Donovan. He
added that the firm remained dedicated to
safety and the project would demand strict
adherence to a variety of safety guidelines.
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gard, Khelil gave an overview of the struc-
tural reforms being implemented in his
country’s hydrocarbons sector and called
on Belgian firms to involve themselves in
these efforts through direct investment and
partnerships.

Gosuin announced that a trade office,
which would be in charge of ensuring a
permanent presence for Belgian business-
men in Algeria, would be shortly opened
in the capital, Algiers.

In separate talks, Khelil met last month
with the Italian Ambassador to Algeria,
Romualdo Bettini, to discuss issues related
to Khelil’s visit to Italy later in the month.

According to a statement from the
Algerian Ministry of Energy and Mines,
the two sides discussed the consequences
of the deregulation of the European en-
ergy market and its impact on Algeria-Italy
partnerships.

In Italy, Khelil was scheduled to ex-
amine with Italian authorities the techni-
cal and political conditions for the con-
struction of a gas pipeline to link Algerian
gas fields to the Italy, as well as the pro-
vision of an underwater cable connecting
the two countries.

During his stay in Italy, Khelil was due
to meet officials from the Italian energy
sector and managers of oil and electricity
firms.

France’s Entrepose wins
$120 million oil field
contract in Algeria
Algiers — The French company, Entre-
pose, has landed a $120 million contract
for the realization of the first stage of a
project related to the development of
Algeria’s Menzel-Ledjmat North (MLN)
oil field, the Algerian national oil com-
pany, Sonatrach, announced last month.

MLN is located in Block 405 in the
Berkine basin, in the south-west of the
country, which is Algeria’s second largest
hydrocarbon province after Hassi
Messaoud.

Entrepose won the deal following a
tender, which also included the Algerian-
United States concern, Brown and Root
Condor, and Petrofac of the US, which
proposed cost completions for the project
of $230m and $140m, respectively.

The first phase of the project entails
the provision of installations necessary for
gathering the field’s production, the treat-
ment of more than 15,000 barrels/day of
liquid hydrocarbons, and the compression
of 1.7m cubic metres of gas.

The scheme, due to be completed
within 20 months, also involves the injec-
tion of 636m cu m/d of water into the
field for maintaining pressure, as well as
providing facilities for storage before ship-
ment.

The second stage of the project —
estimated to cost $80m — will entail
extending a field unit to raise production
to 34,000 b/d, developing small surround-
ing fields, and drilling 10 additional wells.

The MLN field, discovered in 1996,
covers an area of about 46 sq km and holds
reserves estimated at 80m b of liquid
hydrocarbons.

Within the exploitation phase, which
will extend over 17 years, the recovery of
40m b of oil is expected, according to
officials from Sonatrach. The project is
being co-managed by Sonatrach,
Burlington and Talisman.

PDVSA Gas to study
pipeline link between
Colombia and Venezuela
Bogota — Colombian state oil firm
Ecopetrol, PDVSA Gas, an affiliate of the
Venezuelan national oil company, and the
Columbian subsidiary of ChevronTexaco
are to study and evaluate the construction
of a natural gas pipeline linking Colom-
bia and Venezuela.

The proposed pipeline would be some
200 kilometres long and would connect
the offshore infrastructure of Chevron-
Texaco (formerly a Texaco operation un-
der the newly merged company) in the
Guajira region, in north-east Colombia,
to Lake Maracaibo, Venezuela.

ChevronTexaco and Ecopetrol supply
around 80 per cent of Colombia’s natural
gas needs. PDVSA Gas is the major sup-
plier of natural gas throughout Venezuela.

Ecopetrol President, Alberto Calderon,
commented: “We are interested in explor-
ing conditions that would make a gas
interconnection between Colombia and
Venezuela economically feasible. If we find

EIA sees modest US demand increase
NEW YORK — Total United States petroleum
demand in 2001 is projected to average 19.86
million barrels/day, up by only 170,000 b/d,
or 0.8 per cent, from the average seen for
2000, according to the latest figures from the
US Energy Information Administration. The
rise is even less than the 176,000 b/d growth
recorded last year and the smallest such in-
crease since 1995, said the EIA in its short-
term energy outlook. This year’s projected
change would also have been close to zero,
but for the substantial price-induced fuel
switching away from natural gas during the
first quarter, it noted. In 2002, however, to-
tal demand was projected to average 20.29m
b/d, up by 423,000 b/d, or 2.1 per cent from
the current year. Revised data now showed
that demand for petroleum products in the
first quarter of this year jumped by 563,000
b/d (2.9 per cent) from 1Q 2000.

Under-investment could hit oil supplies
SINGAPORE — Security of oil and gas supplies
could be threatened unless greater invest-
ments are made in the transportation sector
and on developing new reserves, according
to Omani Oil & Gas Minister, Dr Moham-
med Hamed Al-Rumhy. “The issue of the
supply of hydrocarbons, both oil and gas, is
largely an economic one,” he said in a key-
note address to the Asia Pacific Petroleum
Conference in Singapore last month. The
Minister also noted that there was a need to
assess the impact of e-commerce and oil trad-
ing, mergers and acquisitions, and unilateral
policy changes, especially on the environ-
ment. “E-commerce is going to transform the
way we deal with each other in this business.
This is bound to create uncertainty, whether
we like it or not. It will create e-risk or e-
uncertainty with it,” he said.

BP quits Panasol solvents business
LONDON — BP has announced that it will
cease production of Panasol solvents at its
Texas City refining and petrochemicals com-
plex by year-end and exit the Panasol solvents
business. Following a review of the business,
BP determined that Panasol solvent produc-
tion was not core to BP’s petrochemical port-
folio, said the firm’s General Manager
responsible for Panasol solvents, Frank
Robertson. “BP’s petrochemical strategy is
focused on being a high-volume, low-cost
producer of industrial chemicals and poly-
mers and having leading edge process tech-
nology,” he noted, adding: “The Panasol
solvents business does not meet the criteria
needed to warrant further investment.”
Panasol solvents are light aromatic solvents
derived from naphtha.
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possibilities, we’ll analyse the supply op-
tions that satisfy the aspirations of both
countries.”

Similarly, PDVSA Gas President,
Nelson Nava, said: “We are looking at this
study with a futuristic approach. Our idea
is to use the pipeline to import gas during
the early years of the project, to offset some
circumstantial shortages that we are expe-
riencing on the western side of the coun-
try.

“But after this period we may very well
be in a position to reverse the direction of
the pipeline flow and use it as a first leg
of a pipeline system able to export gas from
Venezuela to other countries, both in
Central and South America,” Nava ex-
plained.

The President of ChevronTexaco’s
Columbian subsidiary, Alex Archila, said
that as demand increased for cleaner en-
ergy in the Andean region, the global giant
was keen to create new solutions which
“link resources and markets.”

The three parties will form a team to
conduct the study over a six-month pe-
riod, in order to determine the scope of
the export project and the pipeline con-
struction budget. The study will evaluate
the environmental, technical and commer-
cial factors involved in the project.

If deemed commercial, the parties
would determine their participation in a
joint development agreement for construc-
tion and/or a supply agreement for the sale
of Colombian gas to Venezuela.

Nigeria explains plans
for the allocation of
marginal oil fields
Abuja — In a move designed to open
up the Nigerian oil industry to wider par-
ticipation amongst indigenous companies,
the government has announced proce-
dures for the allocation of marginal fields
in the country.

The Nigerian Presidential Adviser on
Petroleum and Energy, Dr Rilwanu
Lukman, told industry operators and jour-
nalists that approval for the award would
be granted in three “sequential stages.”

The first stage involved pre-qualifica-
tion, or selection of the most competent
firms by a team of officials from the

Department of Petroleum Resources
(DPR), the Nigerian National Petroleum
Corporation (NNPC), and the Office of
the Presidential Adviser on Petroleum and
Energy in a transparent and open com-
petitive bidding system.

Lukman said the second stage of the
programme would entail specific field bids,
which would be evaluated by a commit-
tee comprising officials of the DPR and
the NNPC.

The third stage involved negotiations
of detailed farm-out terms by bidding
companies, the NNPC and the Office of
the Presidential Adviser on Petroleum and
Energy, with the DPR playing the role of
adjudicator.

Lukman said the selection committee
would scrutinize the companies involved
in the bidding process in terms of their
background and experience, exploration
and production track record, particularly
in the Niger Delta, and of their exposure
in operating at a federal level.

“To streamline the bidding exercise
and to avoid potential abuse, the guide-
lines provide that applying companies shall
participate in only one bid for the pur-
pose of the exercise,” he noted, adding that
participation in more than one company
or surrogating participation would lead to
disqualification.

Lukman said that in order to encour-
age new entrants into the industry, the
existing holders of operating licences and
oil mining licences, as well as marginal
field developers, should not participate in
the exercise.

He explained that the initiative for the
exploitation of marginal fields would pro-
vide an opportunity for the development
of indigenous companies and would also
create a positive long-term effect on the
Nigerian economy.

Such a process would encourage the
participation of new entrants, thereby
promoting a vibrant industry and provid-
ing opportunities for technology transfer.

“The development of marginal fields
is a piece that fits into the large picture of
the government’s aspirations for the effec-
tive revamping of the economy,” he said.

At the beginning of the year, the gov-
ernment repossessed 26 marginal oil fields
from the multinationals operating in the
country for the allocation to indigenous
companies.

TotalFinaElf sees new fields hiking output
PARIS — France’s TotalFinaElf has said that it
expects production from its Elgin and
Franklin fields to rapidly reach 140,000 bar-
rels/day of oil and 13 million cubic feet/day
of gas. Speaking at a press conference in Paris
on the firm’s first-half results, Group Chair-
man Thierry Demarest described the bring-
ing onstream of the Elgin field last March and
the Franklin field last month as a major event.
The fields, located in the UK sector of the
North Sea, should produce about 5.5 per cent
of all British oil output and 4.5 per cent of
its gas, TotalFinaElf said. The two facilities
were about 5.5 km apart in about 93 metres
of water and would share process facilities,
while using their own dedicated, unmanned
wellhead platforms. Oil production would be
transported using the existing Forties pipe-
line system to the Bacton terminal.

Ecuador to develop Amazon oil field
QUITO — Ecuador’s Petroproduccion, a sub-
sidiary of state-owned PetroEcuador, and US
firm Occidental have signed a contract with
a consortium of three local companies to de-
velop the Eden-Yuturi oil field, located in the
Amazon region. Investment for the project
has been estimated at about $83 million,
which represents some 25 per cent of the to-
tal investment required for the field, put at
about $334m. Ecuadoran Minister of Energy
and Mines, Pablo Teran, highlighted the im-
portance of the participation of the domestic
firms Conducto, Santos, and Harbert in the
scheme. Conducto’s work would include lay-
ing a secondary pipeline between the oil field
and the Lago Agrio station. Santos would be
in charge of engineering, supplying equip-
ment, civil and electric works, while the third
company, Harbert, would handle civil works,
bridges and pipelines.

Shell awards contract for GTL plant
London — Shell Gas & Power has announced
the award of an engineering contract to be
used for its first large scale gas-to-liquids (GTL)
plant to a joint venture consisting of Kellogg
Brown and Root and JGC Corporation. The
contract, worth tens of millions of dollars,
covers the definition of the engineering de-
sign, said the company in a statement. Shell
is currently involved in studies into the in-
vestment opportunities for GTL projects in a
number of countries using its proprietary
technology, the Shell middle distillates syn-
thesis process. The location of the first sec-
ond-generation GTL plant has yet to be
determined, but an investment decision is ex-
pected by the end of 2002. The company in-
tends to commit to four projects by the end
of 2010.
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In briefSaudi firm satisfied
with US decision on
Texaco divestiture

New York — The Shell Oil Products
Company, a unit of Royal Dutch/Shell,
and Saudi Refining Inc (SRI), a subsidi-
ary of Saudi Aramco, have expressed sat-
isfaction over the US Federal Trade Com-
mission’s (FTC) consent order for the
ChevronTexaco merger.

The FTC ordered the divestment of
Texaco’s interests in Motiva and Equilon
as a condition of its approval for the
ChevronTexaco merger. Shell, SRI, and
Texaco own Motiva, while Shell and
Texaco own Equilon.

The merger order allows for Texaco’s
interests in the Equilon and Motiva joint
ventures to be placed in a trust for subse-
quent divestment, giving Shell and SRI the
option to buy the respective stakes.

Equilon and Motiva are downstream
joint ventures that include gasoline sta-
tions and refineries, and marketing, trans-
portation, lubricant and trading busi-
nesses.

Shell Oil Products President, A Y
Noojin and SRI President, Sharaf
Salamah, said in a joint statement recently:
“We have reviewed the FTC’s consent
order and believe that the order, in con-
junction with our rights under the joint-
venture agreements, provides a practical
framework for Shell and SRI to complete
a financially sound acquisition of the
Texaco interest in Motiva and for Shell to
acquire Texaco’s interest in Equilon.”

It was agreed that if Texaco could not
complete the sale of its stakes in Motiva
and Equilon to Shell and SRI prior to the
merger, it would place the stock of Texaco
subsidiaries holding those interests into a
divestiture trust for sale within eight
months of the merger.

“We note that Texaco’s interests in the
companies will be managed by two inde-
pendent trustees dedicated to promoting
Equilon and Motiva as viable, competi-
tive ongoing businesses,” the statement
clarified.

“Shell and SRI remain the natural
buyers of Texaco’s interests and we remain
open to discussions with Texaco to accom-
plish these acquisitions.

“We are also prepared to negotiate
directly with the divestiture trustee, in
order to acquire those interests on terms
that provide us with a fair return on our
respective investments.

Formed in 1988, SRI, based in Hou-
ston, Texas, purchases and sells crude oil
and maintains a significant inventory of
crude outside the United States.

Motiva refines and markets petroleum
products in the eastern and Gulf coast
areas of the US under the Texaco and Shell
brands. SRI sells around 450,000 b/d of
crude to the joint venture. Motiva’s refin-
ing capacity is about 800,000 b/d.

Shell Oil Products, a wholly owned
subsidiary of the Shell Oil Company, holds
the equity interest of Equilon enterprises,
Motiva Enterprises, and the Deer Park
Refining Partnership.

These interests are collectively engaged
in the refining, marketing and transpor-
tation of crude oil and petroleum prod-
ucts in the US.

Indonesian government
compelled to raise oil
prices in fiscal 2002
Jakarta — Indonesian President,
Megawati Sukarnoputri, said in Jakarta last
month that the government would be
compelled to raise fuel oil prices in fiscal
2002, even though this would put an
additional burden on the people in the
country.

“This decision is a heavy problem
because it must be taken so as to balance
the budget — an important step to revive
our economy,” Megawati pointed out
when presenting the draft state budget for
2002 and a financial note before the
House of Representatives.

By way of explanation, she said there
was no other way to help ease the finan-
cial constraints put on the country than
to go for the difficult decision of cutting
fuel subsidies.

Quoted by the Indonesian news
agency Antara, Megawati said fuel subsi-
dies would be cut by 40 per cent to 32.29
trillion rupiahs, while fuel prices would
be raised by 30 per cent in the future, she
said, without setting a time-frame for the
move.

Technip reports rise in 1H01 profit
PARIS — French engineering company
Technip said last month that its first-half net
profit, excluding goodwill and exceptional
items, rose by only 1.8 per cent to EUR 56.5
million. Nevertheless, operating profit
climbed by 21.8 per cent to EUR 98.3m on
a revenue rise of 9.5 per cent to EUR 1.47
billion. Technip said the company’s backlog
totalled EUR 3.5bn, with about one-third of
the business slated for the Middle East region,
the largest segment of operations. This did
not include another EUR 1.0bn in contracts
signed, but not yet started. Forty-two per cent
of the backlog was accounted for by the pet-
rochemical sector, while 35 per cent was des-
tined for oil and gas production. Technip gets
about 30 per cent of its total revenue from
the Middle East, followed by Europe (21 per
cent), the Far East (17 per cent), the Ameri-
cas (16 per cent), Africa 12 (per cent), and
Russia and Central Asia (four per cent).

PetroEcuador tests new oil wells
QUITO — State oil company PetroEcuador
has drilled two new horizontal test wells in
the Sacha and Shushufindi oil fields, and ex-
pects to have the results soon, the firm an-
nounced last month. The fields, which are
considered to be the largest in Ecuador, cur-
rently have production of around 6,000 bar-
rels/day, but PetroEcuador has said that this
could be boosted by 30,000 b/d, if it were
not for a lack of electricity supply. To reach
its targeted output of 45,000 b/d, the com-
pany said it would drill three additional wells
at Sacha and Shushufindi. PetroEcuador
added that it also hoped to sign a contract
covering strategic operation alliances for the
Atacapi and Parahuacu oil fields.

Technology key to future, says API Head
NEW YORK — Technology is the key to pro-
viding the future surplus energy capacity that
will be needed to meet projected energy de-
mand, according to the President of the
American Petroleum Institute, Red Cavaney.
Speaking at a congressional forum, he said:
“The US urgently needs a comprehensive
national energy strategy to support its con-
tinued economic growth and to maintain
Americans’ quality of life. Technology is vital
to meeting US energy, economic and envi-
ronmental needs. Industry and government
must work in concert in developing and de-
ploying the advanced technologies required
in the 21st century.” Cavaney also stressed
the need for more regulatory flexibility and
the modernization of current regulations to
remove obstacles to the use of state-of-the-
art technology. This would help to “provide
a better quality of life for all Americans.”
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However, she assured the House that

efforts would be made to provide relief to
the country’s poor, who would be hit by
the cut in fuel subsidies.

Megawati said the government
planned to earn 291.4tr rupiahs in rev-
enue in the year, adding that spending
would amount to about 332.4tr rupiahs,
leaving a deficit of 43tr rupiahs, or 2.5 per
cent of the national gross income.

Tax revenue would increase by 17 per
cent to 216.79tr rupiahs, 22.3tr of which
would come from excise taxes on cigarettes
and 12.25tr from import duties.

Non-tax revenue was projected to be
28 per cent lower to just over 72.6tr
rupiahs, due to lower oil and gas earnings
during the year, according to the draft
brief.

Algeria, Nigeria set up
steering committee
for new gas pipeline
Algiers — Algeria and Nigeria set up a
steering committee last month to super-
vise the trans-Sahara gas pipeline project,
which will link the two countries.

The announcement was made at the
end of the first meeting of experts from
the two countries, which was co-chaired
by the Algerian Minister of Energy &
Mines and President of the OPEC Con-
ference, Dr Chakib Khelil, and the Nige-
rian Presidential Advisor on Petroleum and
Energy, Dr Rilwanu Lukman.

The pipeline will extend over 4,000
kilometres and will require investment of
between $5.0 billion and $7.0bn to com-
plete. It will transport Nigerian gas from
the Abuja fields to the Algerian port of
Beni Saf, in the north-west of the country.

Speaking at the meeting, Khelil noted
that the materialization of such a project
had been influenced by the presidents of
Algeria and Nigeria, Abdelaziz Bouteflika
and Olusegun Obasanjo, as well as from
a recommendation made by African En-
ergy Ministers, who met in Algiers in
April.

Khelil pointed to the strategic impor-
tance of the project, stressing the eco-
nomic, political and social benefits for the
future development of the two countries.

He added that, once completed, the

project would enable the sale of Algerian
and Nigerian gas on European markets,
which would boost the future potential
earning of both countries.

In his comments, Lukman said the gas
pipeline would have beneficial effects for
the development of the two nations and
should lead to rapid growth in the econo-
mies of both the countries.

Algeria and Nigeria also gave a com-
mitment to supporting the project with
an extension of the trans-Saharan road and
the provision of an optical fibre line, link-
ing telecommunications.

Conoco awards deals
for new Indonesian
natural gas scheme
New York — US firm Conoco has
awarded two engineering, procurement,
construction and installation (EPCI) con-
tracts for the $1.6 billion Belanak natural
gas development offshore Indonesia,
around 200 kilometres from Singapore.

The awards were made under Conoco’s
South Natuna Sea Block B production-
sharing contract (PSC) with the Indone-
sian state oil and gas company, Pertamina.

The $587 million contract for a float-
ing production, storage and offloading
(FPSO) unit was awarded to PT Brown
& Root Indonesia, while the $157m con-
tract for two wellhead platforms and asso-
ciated pipelines and an oil offloading buoy
was awarded to PT J Ray McDermott
Indonesia.

The EPCI contracts support two sepa-
rate natural gas sales agreements, both
supplied by the Conoco-operated South
Natuna Sea Block B PSC.

The first natural gas sales agreement
involves a 22-year contract between
Pertamina and Singapore’s SembCorp Gas
for the long-term delivery of natural gas
to Singapore.

The second accord is a 20-year con-
tract between Pertamina and Malaysia’s
state oil and gas company, Petronas, for
the delivery of natural gas to Malaysia.

With expected ultimate production of
about 600bn cubic feet of natural gas and
100m barrels of oil, condensate and liq-
uefied petroleum gas, Belanak is the cor-
nerstone for future gas supplies.

UK to tighten oil licensing regime
BRUSSELS — The British government has
warned oil companies operating in the North
Sea that it intends to tighten up the licensing
regime, in an attempt to increase the pace of
exploration and production. Energy Minis-
ter Brian Wilson told oil industry executives
at a conference in Aberdeen, Scotland, that
future licences would be over much shorter
periods than at present and that investment
terms would be stricter. He said that there
were at present 250 fields where oil had been
discovered, but not yet exploited, and another
200 unused licences in offshore territory.
“No-one should doubt the government’s re-
solve that licences should be in the hands of
companies that want to develop them. Hun-
dreds of fallow fields and unused licenses are
a luxury which we can no longer afford,” he
stressed.

TotalFinaElf ’s 1H01 profit sharply up
PARIS — France’s TotalFinaElf has reported a
27 per cent hike in its first-half net profit and
a 22 per cent rise in the profit seen during
the second quarter. A statement from the
group said that first-half net profit, exclud-
ing non-recurring items, had risen to EUR
4.33 billion, compared with EUR 3.4bn in
the same period last year. Net profit in the
second quarter rose to EUR 2.13bn from
EUR 1.75bn a year earlier. Operating income
in the upstream sector rose by 20 per cent to
EUR 5.16bn and oil and gas production in-
creased to 2.19m b/d from 2.14m b/d. Pro-
duction growth came mainly from Venezuela,
Nigeria, Indonesia, the United Kingdom,
Norway and Myanmar. Group Chairman
Thierry Demarest said last year’s merger of
TotalFina with Elf Aquitaine had been a suc-
cess and the two companies were now reor-
ganized and working efficiently.

North Sea has “solid future” — report
BRUSSELS — A new report from Scotland’s
Aberdeen and Aberdeenshire Council paints
a positive picture of the future of United
Kingdom North Sea oil production. The
study says that firmer crude oil prices and
greater competitiveness among North Sea
operators means that the sector has turned a
significant corner and will enjoy “a much
more solid future in the short to medium
term.” Eighty per cent of respondents were
more optimistic than last year, said the re-
port. However, it added that “no-one in the
UK offshore sector is underestimating the
challenges” of volatile prices, the increasing
maturity of North Sea fields, ageing infra-
structure, smaller average field sizes, and the
increasing technical complexity in recovering
the area’s crude oil.”
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Table A: Monthly average spot quotations of OPEC Reference Basket and selected
crudes including differentials $/b

Year-to-date average
August 2001 September 2001 2000 2001

Reference Basket 24.46 24.29 27.22 24.71
Arabian Light 24.92 24.73 26.49 24.49
Dubai 24.70 24.37 25.70 24.28
Bonny Light 25.41 25.98 28.08 26.16
Saharan Blend 25.96 26.13 28.29 26.43
Minas 24.82 24.59 28.45 25.96
Tia Juana Light 21.54 20.72 26.00 21.78
Isthmus 23.86 23.49 27.52 23.77

Other crudes
Brent 25.78 25.84 28.04 26.15
WTI 27.41 26.40 29.80 27.82

Differentials
WTI/Brent 1.63 0.56 1.76 1.67
Brent/Dubai 1.08 1.47 2.34 1.87

M A R K E T  R E V I E W

Crude oil price movements

The monthly price of OPEC’s spot Ref-
erence Basket2 slid in September, surren-
dering some of August’s gains. It fell by
17¢/b to average $24.29/b, the fourth
lowest monthly average price for the year.
Most of the Basket’s components regis-
tered losses, with the exception of the
Brent-related Bonny Light and Saharan
Blend, which rose by 57¢/b and 17¢/b,
respectively. Leading the decline was Tia
Juana Light, which fell by 82¢/b, followed
by Isthmus and Dubai, which posted losses
of 37¢/b and 33¢/b, respectively. Minas
and Arabian Light finished the month
23¢/b and 19¢/b lower (see Table A).

On a weekly basis, the Basket dis-
played a great deal of volatility, falling
during the first week and staging a recov-
ery during the second. However, during
the remaining two weeks of September,
the Basket’s weekly average price experi-
enced a dramatic drop, losing close to 19
per cent of its value. The average price of
the Basket retreated slightly, by 7¢/b, in
the first week of the month, responding
to a diversity of bearish and bullish factors.
On the positive side were the weekly stock
figures released by the American Petro-
leum Institute (API), which showed draws
on crude and product inventories, espe-
cially distillates, as well as concern over
Iraqi exports. Nonetheless, profit-taking
after the previous week’s rally and concern
over the fate of the world economy over-
shadowed the positive facts. The Basket
reversed its direction in the second week,
gaining $1.23/b, with one of the two

major energy markets closed for most
of the week, after the tragic events of
September 11 in the USA. Meanwhile,
across  the Atlantic, Brent markets re-
mained open throughout the week, with
the benchmark (dated Brent) surging by
more than $1.50/b in the aftermath of the
attack. Markets returned shortly thereaf-
ter to fundamentals, focusing on the slow-
down in demand for oil and petroleum
products and bringing Brent prices close
to the pre-September 11 levels. Once again,
the Basket changed direction, falling by
23¢/b to average $25.65/b during the
third week, as concern over the slow-down
in the global economy overshadowed fears
that military action could somehow dis-
rupt oil flows. During the fourth week,
crude prices plummeted, with the Basket
losing $4.68/b, or almost 20 per cent, to
average $20.97/b. This accentuated the
downward path which had begun the
previous week, amid growing expectations
that the US economy would show further
weakness, with negative consequences for
oil demand.

US and European markets
The fall in dated Brent, which wid-

ened the WTI/dated Brent differential,
was not sufficient to encourage transatlan-
tic movements to the East Coast; however,
reported stock-draws on gasoline, distil-

September1

1. This section is based on the OPEC Monthly
Oil Market Report prepared by the Research
Division of the Secretariat — published in
mid-month and containing up-to-date analy-
sis, additional information, graphs and
tables. Researchers and other readers may
download the publication in PDF format
from our Web site (www.opec.org), provided
OPEC is credited as source for any usage.

2. An average of Saharan Blend, Minas, Bonny
Light, Arabian Light, Dubai, Tia Juana
Light and Isthmus.

lates and crude encouraged the movement
of West African crudes. Physical trading
came to a halt on September 11, in the
aftermath of the attacks on the USA, but,
even when activity was resumed, the clo-
sure of the NYMEX severely hampered
the pricing and negotiation of cargoes.
The impact of the events in New York and
Washington, the expectation of a global
recession and the fall in jet fuel consump-
tion resulted in the plummeting of the
Atlantic Basin benchmarks, with WTI
falling by more than $2/b and dated Brent
losing $3/b.

In Europe, dated Brent started to ease
in the first week of September, after Shell
ended the buying spree that had started in
late August and lasted until the early days
of September. The fall in dated Brent
prices widened the WTI/Brent differen-
tial towards the beginning of the second
week of September, increasing the pros-
pects of the arbitrage window that had
been closed since mid-August. Brent prices
remained volatile after the events of
September 11, rising initially to almost
$29/b on that date, and then retreating
over the next two trading days, to shoot
up again towards the end of the week and
approach the $30/b mark. Refiners’ mar-
gins deteriorated as crude prices outpaced
product prices, with margins for simple
yield refineries in North-West Europe
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falling by 47¢/b to 75¢/b and for complex
refineries at $5.45/b. Towards the end of
the month, dated Brent weakened sharply,
losing more than $7/b from the mid-
month high, opening the spread to WTI
and allowing some transatlantic trade.

Far Eastern markets
The Asia Pacific market remained af-

fected by faltering economic growth pros-
pects, dwindling oil demand and weak
refiners’ margins. Ample availability of
light sweet grades (Tapis and Cossack)
kept prices under pressure. Medium sour
grades (Oman) received more support on
healthy demand from Asian refiners, who
first cleared an overhang of October car-
goes and then moved to trade November
volumes. Sentiment for light sweet grades
was bearish on ample availability and lim-
ited demand; however, discussion on
November supplies was encouraging.

Product markets and
refinery operations

Apart from US light product prices, there
were gains across the three main world
markets in September, in accordance with
regional fundamentals. Falling crude prices
paved the way for increased refiners’
margins, but did not lead to geared-up
refinery throughputs (see Table B).

US Gulf market
The gasoline price dropped by a con-

siderable $1.76/b in September, tracking
the usual trend that coincides with the end
of the driving season. Furthermore, there
was abundant supply, caused by increased
gasoline output from refineries and more
robust import flows, in anticipation of
stronger demand for gasoline, instead of
jet fuel, as a consequence of reduced air
travel. Robust gasoline demand, however,
failed to materialize; preliminary govern-
mental data on the four-week moving
average showed demand at levels even
lower than last month and a year earlier,
by 4.3 per cent and 1.4 per cent, respec-
tively. Gasoil was down by a marginal
4¢/b, despite mounting concern about
recession. Moreover, on a yearly basis, the
natural gas price was much weaker, lim-
iting the future prospects for the switch
from fuel to heating oil in electrical utili-

US refinery throughput experienced
another fall of 190,000 b/d to 15.36m
b/d, in tandem with the commencement
of autumn refinery maintenance and dis-
cretionary run cuts. The utilization rate,
therefore, declined to 92.8 per cent, which
was about one and two percentage points
lower than last month’s and last year’s
levels, respectively (see Table C).

Rotterdam market
The gasoline price soared by $1.52/b

in September. Most of the gains occurred
during the first two weeks of the month,
driven largely by intensive cargo move-
ments to US markets, which switched to
less stringent winter gasoline specifica-
tions that were easier to meet than the
stricter summer grade specifications. A

Table C: Refinery operations in selected OECD countries

Refinery throughput (m b/d) Refinery utilization (%)1

July 01 August 01 Sept 01 July 01 August 01 Sept 01

USA 15.74 15.55 15.36 95.2 94.0 92.8
France 1.72 1.77 1.80 90.7 93.2 95.0
Germany 2.18 2.21R 2.03 96.4 98.0R 89.9
Italy 1.74 1.77R 1.78 73.9 74.9R 75.3
UK 1.45 1.65R 1.65 81.8 93.1R 93.4
Eur-162 11.80R 12.13R 11.99 86.4R 88.9R 87.9
Japan 3.94 4.14 na 79.3 83.4 na

1. Refinery capacities used are in barrels per calendar day. na Not available.
2. European Union plus Norway. R Revised since last issue.
Sources: OPEC Statistics, Argus, Euroilstock Inventory Report/IEA.

ties amid sufficient distillate stocks, par-
ticularly in the US north-east region. In
addition, bearish sentiment dominated the
distillate markets in the Atlantic Basin, as
refiners cut jet fuel production and en-
hanced heating oil yields. The fuel oil
price shrugged off falling crude markets,
as it soared by $2.12/b, bolstered by what
appears to have been a squeeze on supply,
as a major regional refinery maximized
asphalt output, while the other plants opted
to use lighter crude; both, in turn, reduced
heavily fuel oil availability.

Refiners’ margins in the US Gulf
enjoyed further increases. The relatively
sharp weakness of West Texas Intermedi-
ate (WTI), compared with other bench-
mark crudes, was the underlying factor
behind this development (see Table B).

Table B: Selected refined product prices $/b

Change
 July 01 August 01 Sept 01 Sept/Aug

US Gulf
Regular gasoline (unleaded) 28.21 32.77 31.01 –1.76
Gasoil (0.2%S) 28.59 30.19 30.14 –0.04
Fuel oil (3.0%S) 17.40 17.67 19.79 +2.12

Rotterdam
Premium gasoline (unleaded) 27.86   29.01R 30.53 +1.52
Gasoil (0.2%S) 29.33 30.18 30.87 +0.70
Fuel oil (3.5%S) 17.19 18.40 19.23 +0.83

Singapore
Premium gasoline (unleaded) 24.36 26.68 29.47 +2.79
Gasoil (0.5%S) 28.54 28.71 29.44 +0.73
Fuel oil (380 cst) 19.19 20.94 21.85 +0.90
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tled 40¢/b lower on the second day of the
second week of September, as traders sold
the crude contract and bought the prod-
ucts contract. The events of September
11 caused NYMEX to close; however,
IPE Brent futures surged by $3.70/b to
$31.05/b the next day, but quickly re-
treated to $28.02/b, as OPEC assured the
market of its commitment to security of
supply. When NYMEX resumed trading
on September 14, WTI was at $29.53/b.

The third week witnessed a continu-
ous decline in prices, as October WTI
reached $26.59/b on September 20. Sup-
ply was seen as uninterrupted in the market,
while demand was expected to collapse.
Even an unseasonal draw on distillate stocks
could not excite the market, since many
expected that the surplus in jet fuel would
be directed to the heating oil pool. Heat-
ing oil losses dragged down both gasoline
and crude.

On September 24, WTI lost nearly
$4/b, with the market pricing in recession
in the USA and world economy. Both
crude and products were sold off, and the
selling continued in the Brent market,
where IPE Brent reached a 17-month low
of $21.7/b. Funds were a major contribu-
tor. The sell-off continued, as API figures
showed a huge build of 8.7m b in gasoline
stocks, and the Dow Jones index showed
a decline. Prices started an upward move
in the last days of the month, as speculative
paper came in and some sources said there
was a short supply of physical crude in
Europe. Further advances came from tech-
nical trading, with the market trying to fill
the gaps in the earlier price movement.
OPEC’s decision to keep production
unchanged received a neutral response from
the market.

The tanker market

OPEC area spot-chartering increased by
2.20m b/d to a monthly average of 12.21m
b/d in September, despite signs of a global
economic slow-down that would have a
negative impact on world oil demand and
prices. However, the main reason behind
this increase was concern over a possible
supply disruption after the attacks of Sep-
tember 11, which encouraged charterers
to fix cargoes early to beat any potential
squeeze in supply in the case of US mili-

sustained contango in distillate markets
encouraged many European countries,
including France and the Benelux nations,
to replenish their inventories prior to
winter. Most importantly, Germany, the
largest European heating oil consumer,
proposed stringent diesel specifications as
of November 1, with ultra low sulphur of
50 parts per million, instead of the current
350 ppm. The introduction of the so-
called ‘city diesel’ flourished with the tax
break and motivated a buying spree for the
new grade by all the country’s retailers,
after clearing their inventories of existing
grades. Both factors were cited as the main
reasons for the rise of 70¢/b in the gasoil
price. Fuel oil surged by 83¢/b, on the back
of a number of supporting factors. One
was a 20 per cent restriction on Russian
fuel oil exports, to soak up increased
domestic consumption. The second factor
was healthy bunker demand, while the
third was a strong Portuguese utility pur-
chase. These factors, however, offset lower
activity on the eastbound route to Singa-
pore, following the incorporation of the
new high war-risk premium into insur-
ance costs (see Table B).

Refiners’ margins recovered, switch-
ing moderately into positive territory.

Refinery throughput in Eur-16 (EU +
Norway) fell by 140,000 b/d to 11.99m
b/d, in tandem with refinery run cuts and
seasonal maintenance. The equivalent
utilization rate was 87.9 per cent, which
was one percentage point lower than
both last month’s and last year’s levels (see
Table C).

Singapore market
For the second consecutive month,

gasoline led an upward product market
movement in September. The monthly
average prices of these products, nonethe-
less, masked sharp falls that occurred in
the last week of the month, driven mainly
by the collapsing crude market. Gasoline
enjoyed a further large gain of $2.79/b,
reflecting essentially the tightly supplied
market coinciding with healthy regional
and foreign demand during the first half
of the month. Precautionary measures by
most Asian countries, either to suspend
product exports or to extend stocks to
avert any possible future shortage in the
wake of military attacks, were the under-
lying factors behind another increase, of

73¢/b, in the gasoil price. Fuel oil surged
by a further 90¢/b, gaining support from
robust Chinese demand, which was rein-
forced by issuing a fresh large fuel oil
import quota, accounting for six million
tonnes until March 2002 (see Table B).

A combination of rising product
markets and a fall in the price of Dubai
enhanced its refining margin, which fluc-
tuated from break-even point to moderate
gains. Persistent growth in fuel oil prices,
with the product’s yield being considered
the highest among refining centres, due to
less advanced regional refineries, also
boosted refiners’ profits.

Refinery throughput in Japan rose by
a further 200,000 b/d to around 4.14m
b/d in August. The equivalent utilization
rate was 83.4 per cent, which was 4.1
percentage points higher than last month’s
level, but still 1.7 percentage points lower
than the previous year’s run (see Table C).

The oil futures market

The NYMEX WTI crude oil contract was
in contango throughout September. The
premium of the second front-month over
the first reached a maximum of 43¢/b on
September 24, the week in which the API
stock report showed a build of around
3.4m b in crude inventories. Prices of the
WTI front-month contract were around
the $27/b mark until September 11, be-
fore jumping to a high of $29.53/b. They
then drifted down slowly, to a minimum
of $21.81/b on September 25, after which
they recovered slightly to $23.43/b at the
month-end. Early in September, crude
futures were supported by short-covering,
in anticipation of the implementation of
OPEC’s new output cuts. However, fund-
selling reversed the upward movement,
despite refinery buying of the October/
November spread. The market later re-
sponded to the Department of Energy’s
statistics showing a 2m b build in crude
stocks, rather than the 410,000 b draw
reported by the API, and gained momen-
tum. Giving further support was concern
about Iraqi exports, as the pricing period
remained a point of contention between
the UN and Iraq.

After an initial break above $28/b (for
the first time in three months), driven by
good product markets, October WTI set-
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tary action. As a result, global spot-char-
tering edged 2.58m b/d higher to a monthly
average of 19.56m b/d; however, this
volume was 970,000 b/d below the year-
earlier figure. The OPEC area’s share of
global spot-chartering increased by 3.47
percentage points to 62.42 per cent, and
this level was 0.21 percentage points above
the previous year’s share. Spot fixtures
from the Middle East on eastbound and
westbound long-haul routes rose by
900,000 b/d to 4.23m b/d and 780,000
b/d to 2.18m b/d, respectively. Therefore,
the shares of Middle East eastbound and
westbound fixtures of OPEC total fixtures
improved by 1.35 percentage points to
34.66 per cent and 3.84 percentage points
to 17.83 per cent, respectively; together,
they accounted for 52.49 per cent of total
chartering in the OPEC area, which was
5.19 percentage points higher than the
level observed in the previous month.
Preliminary estimates of sailings from the
OPEC area declined slightly by 100,000
b/d to a monthly average of 22.78m b/d,
which was only 0.44 percentage points
below last month’s level. Sailings from the
Middle East declined by 240,000 b/d to
a monthly average of 16.30m b/d, which
was about 71.58 per cent of total OPEC’s
sailings. Arrivals in the US Gulf Coast, the
East Coast and the Caribbean increased in
September by 2.18m b/d to a monthly
average of 9.15m b/d. Arrivals in North-
West Europe also rose, by 50,000 b/d to
6.92m b/d, while to Euromed they de-
creased by 30,000 b/d to 4.60m b/d. The
estimated oil-at-sea on September 23 was
471m b, which was 9m b below the level
observed at the end of last month.

The tragic events of September 11 that
occurred in the USA created uncertainty
over the direction of the oil transportation
market. The VLCC tanker market in the
Middle East, which had been on an up-
ward trend immediately before the at-
tacks, climbed further after the incidents,
on rising insurance premiums and hiked
bunker prices, which made the Middle
East cargoes more expensive than in other
regions. Monthly average freight rates on
the Middle East eastbound and westbound
long-haul routes edged higher, by 17 points
to Worldscale 73 and 20 points to W68,
respectively, affected by the surge in fix-
tures to secure oil supply in case of disrup-
tions resulting from US retaliation. The

Suezmax markets in the Atlantic were
stable, as freight rates showed little move-
ment. Monthly average freight rates on the
routes from West Africa to the US Gulf
Coast and from North-West Europe to
the US East Coast stood at W93 each, only
one point and five points below their
respective previous month’s levels. Aframax
market trading on the short-haul route
from the Caribbean to the US East Coast
enjoyed a positive trend, driven by in-
creased cargo inquiries and tight end-
month tonnage availability, which pushed
the rates up by ten points to W158.
However, the Aframax market in the
Mediterranean softened, as freight rates
on the routes across the Mediterranean
and to North-West Europe declined by
nine points each to W144 and W136,
respectively, despite the surge in activity
in the second week of the month. Freight
rates for 70–100,000 dwt tankers on the
Indonesia to US West Coast route de-
clined for the second consecutive month,
by ten points to W120.

The product tanker markets displayed
mixed trends in September, affected also
by the attacks on the USA . On the bearish
side, freight rates on the routes from the
Middle East and Singapore to the Far East
remained under pressure from sluggish
Asian demand, declining further by 18
points to W185 and three points to W200,
respectively. However, on the positive side,
activity picked up significantly in the At-
lantic and the Mediterranean markets,
helped by the contango market structure
and improved refiners’ margin. Freight
rates from North-West Europe and the
Caribbean to US destinations surged by
17 points to W240 and 36 points to W230,
respectively. On the routes across the Medi-
terranean and from the Mediterranean to
North-West Europe, freight rates im-
proved by 13 points to W216 and four
points to W235, respectively.

World oil demand

Projections for 2001

World
For the present year, the projection for

world oil demand has been revised down
substantially due to expected lower jet fuel
consumption and a further downward

adjustment to the world economic growth
rate estimate. Consumption is now esti-
mated to rise by 220,000 b/d, or 0.29 per
cent, to average 75.93m b/d. This very low
year-on-year increment is comparable to
that in 1998, when demand growth was
only 210,000 b/d, equivalent to 0.30 per
cent. On a regional basis, demand is pro-
jected to decrease by 160,000 b/d in the
OECD, but to increase by 200,000 b/d
in developing countries and by 170,000
b/d in the ‘Other regions’ (former CPEs).

On a quarterly basis, compared with
the year-earlier figure, world demand grew
by 0.74 per cent, or 560,000 b/d, to
average 76.24m b/d in 1Q. It is estimated
to have grown by 1.34 per cent, or 990,000
b/d, to average 74.99m b/d in 2Q. The
3Q and 4Q, however, are expected to
experience negative growth. The reasons
for this are the decelerating economic
growth in these two quarters and the
declining jet fuel consumption in 4Q. 3Q
demand is now estimated at 75.94m b/d,
about 220,000 b/d, or 0.29 per cent, less
than that of 3Q00. Likewise, 4Q demand
is expected to be 76.56m b/d, nearly
440,000 b/d, or 0.58 per cent, less than
that of the year before.

OECD
Having grown by as little as 0.3 per

cent last year, OECD product deliveries
are projected to post a decline of 160,000
b/d, or 0.3 per cent, to average 47.68m
b/d in 2001. This drop would be the sum
of a 40,000 b/d, 80,000 b/d and another
40,000 b/d decline in North America,
Western Europe and OECD Pacific, re-
spectively. In addition to the weakening
GDP growth rate prospects in all three
OECD regions, especially the OECD
Pacific, the estimated lower jet fuel con-
sumption, particularly in the USA, will be
responsible for the overall lower demand
in the region. Our estimated 2001 GDP

growth rates for North America, Western
Europe and the OECD Pacific have been
revised down by 0.24 per cent, 0.14 per
cent and 0.18 per cent, respectively.

Inland delivery of petroleum products
in North America in July, according to the
latest figures, grew by 0.8 per cent, or
190,000 b/d, to average 24.19m b/d. Prod-
uct deliveries rose by 0.9 per cent, or
181,000 b/d, to average 20.19m b/d in the
USA and by 3.5 per cent, or 67,000 b/d,
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to average 1.98m b/d in Mexico, while
demand in Canada declined by 2.8 per
cent, or 58,000 b/d, to average 2.01m
b/d. Demand in Western Europe inched
up, posting a rise of 4.2 per cent, or
611,000 b/d, during July. However, the
OECD Pacific countries displayed a 1.3
per cent decline, or 100,000 b/d, in the
same period. According to the latest fig-
ures, demand for petroleum products
dropped by 2.3 per cent, or 120,000 b/d,
in Japan. Consumption also contracted by
as little as 0.4 per cent, or 7,000 b/d, in
South Korea in July.

Developing countries
Oil demand in developing countries

has been revised down again for 2001. It
is now expected to rise by 200,000 b/d,
or 1.1 per cent, to average 18.86m b/d for
the year. The estimated growth rate in
consumption has been lowered consider-
ably for the Asian group of countries, from
the previous 1.6 per cent to 0.3 per cent.
The fundamental factor behind the lower
demand outlook is that Asian regional GDP

is projected to grow at a substantially
lower-than-anticipated rate. These econo-
mies are highly export-dependent and are
extremely reliant upon the health of their
trading partners. The demand growth rates
for Latin America, Africa and the Middle
East have also been revised down.

Other regions
Apparent demand in the former CPEs

is projected to grow by 170,000 b/d, or
1.9 per cent, to average 9.39m b/d for
2001. Revisions to the trade and produc-
tion data for 1Q show that apparent FSU
demand grew by 7.4 per cent, or 270,000
b/d, compared with the year-earlier figure.
The latest assessments indicate that there
has been growth of 2.8 per cent, or 100,000
b/d, in 2Q. We anticipate a negligible rise
in apparent consumption in 3Q, but a 3.6
per cent, or 150,000 b/d, decline in 4Q,
due to a rise in the level of exports that will
outpace any gain in production. During
1Q and 2Q, net exports were 320,000
b/d and 510,000 b/d higher than in the
corresponding quarters of 2000. 3Q could
register a 310,000 b/d gain. High inter-
national oil prices, the need for more rev-
enue, in order to service international loans,
and the switch to natural gas continue to
undermine internal consumption. Indig-

enous production and trade data for the
first three months of the year show a
considerable drop in Chinese apparent
consumption. According to the latest fig-
ures, apparent demand declined by 7.5 per
cent during 1Q. Even though the decline
seems huge, one should not forget that this
comparison is made with 1Q00, when
demand surged by 17 per cent to reach a
1Q record level. 2Q apparent demand,
however, demonstrated a significant rise
of 12.3 per cent. This is in line with the
considerable recovery in total imports,
which registered an impressive 44.4 per
cent rise in 2Q. Therefore, we are still
optimistic about the demand outlook for
the rest of the year; nonetheless, due to the
size and the importance of China in the
overall demand picture, we shall continue
to monitor closely further developments.

Forecasts for 2002
Due to a downward revision to the

world economic growth rate, all quarterly
forecasts have, in turn, been revised down.
However, the anticipated lower jet fuel
consumption has been applied to 1Q fig-
ures only. As a result, the 2002 world
demand forecast has been revised down
substantially to 76.52m b/d, compared
with the previous forecast of 77.36m b/d.
The average yearly increment now stands
at 580,000 b/d, or 0.8 per cent, compared
with 1.01m b/d, equivalent to 1.3 per
cent, as mentioned in the previous report.

The estimated 2002 growth level is
similar to that experienced in 2000, but
it is significantly higher than that of 2001.
However, this assessment could be subject
to further adjustment, as more informa-
tion becomes available on major factors,
such as the economic growth outlook, the
trend in air travel and jet fuel consump-
tion, prices and the weather.

World oil supply

Non-OPEC

Figures for 2001
The 2001 non-OPEC supply figure

has been revised up from the last report by
60,000 b/d to 46.36m b/d. The quarterly
distribution figures for 1Q remain un-
changed, while those for 2Q, 3Q and 4Q
have been revised up by 50,000 b/d, 50,000

b/d and 140,000 b/d to 46.02m b/d,
46.36m b/d and 46.77m b/d, respectively.
The yearly average increase is estimated at
580,000 b/d, compared with the 2000
figure.

Expectations for 2002
Our preliminary forecast for 2002 non-

OPEC supply has been revised up by
130,000 b/d since the last report and
projects an increase of 1.00m b/d, com-
pared with the estimated figure for 2001.
The expected 2002 quarterly distribution
is 47.27m b/d, 47.01m b/d, 47.36m b/d
and 47.77m b/d, respectively, resulting in
a yearly average of around 47.36m b/d.

The FSU net oil export estimate for
2001 has been revised up by 40,000 b/d
to 4.56m b/d, while that for 2000 remains
unchanged at 4.14m b/d, compared with
the last report. Our forecast for 2002 has
been revised up by around 40,000 b/d to
4.94m b/d (see Table D).

OPEC natural gas liquids
The OPEC NGL figures for 1998–2002

remain unchanged at 2.78m b/d, 2.86m
b/d, 2.98m b/d, 3.01m b/d and 3.04m
b/d, respectively, compared with the last
report.

OPEC NGL production — 1998–2001
m b/d

1998 2.78
1999 2.86
2000 2.98
1Q01 3.01
2Q01 3.01
3Q01 3.01
4Q01 3.01
2001 3.01
Change 2001/2000 0.03
2002 3.04
Change 2002/2001 0.03

Table D: FSU net oil exports m b/d

1Q 2Q 3Q 4Q Year

1998 2.77 3.02 3.18 3.20 3.04
1999 3.12 3.62 3.52 3.49 3.44
2000 3.97 4.13 4.47 4.01 4.14
20011 4.28 4.64 4.91 4.38 4.56
20022 4.84 5.15 5.01 4.75 4.94

1. Estimate.
2. Forecast.
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OPEC crude oil production
Available secondary sources indicate

that, in September, OPEC output was
26.96m b/d, which was 680,000 b/d lower
than the revised August level of 27.64m
b/d. Table E shows OPEC production, as
reported by selected secondary sources.

Stock movements

USA
US commercial onland oil stocks

showed a moderate build of 26.3m b, or
770,000 b/d, to stand at 1,027.4m b during
the period August 31–October 5. A con-
siderable build in gasoline stocks of 11.4m
b to 206.1m b contributed mainly to this
increase, as apparent gasoline demand fell
rapidly, following the September 11 at-
tacks on the USA. Other major product
inventories also witnessed some increases,
notably distillates, which rose by 4.2m b
to 124.6m b due to increasing production.
Fuel oil and jet kerosene moved up by
1.1m b each to 36.7m b and 44.0m b,
respectively, on lower fuel oil demand as
a result of the mild weather and the sub-
stitution of cheaper natural gas and stag-

nant jet kerosene demand, amid slumping
air travel. Crude oil stocks also contrib-
uted to this build, rising by 4.9m b to
307.4m b, due to increasing imports and
despite higher refinery runs. The overall
stock level was 72.7m b, or about eight per
cent, above last year’s figure.

During the same period, the US Stra-
tegic Petroleum Reserve (SPR) rose by
1.1m b to 544.8m b (see Table F).

Western Europe
Commercial onland oil stocks in Eur-

16 in September declined by 8.6m b, or
290,000 b/d, to 1,051.1m b. Distillates
led this draw, as they fell contra-seasonally
by 7.6m b to 322.3m b, on the back of
higher demand, which was fuelled by lower
prices. Also, other major product stocks
showed some declines, especially fuel oil
stocks, which decreased by 1.7m b to
121.1m b, due to lower output as well as
reduced Russian exports. Gasoline declined
by 1.0m b to 146.1m b on decreased
production. A minor build of 2.5m b to
436.6m b in crude oil stocks diminished
the draw. Hence, the overall level was
13.7m b, or about one per cent, less than
that registered a year ago (see Table G).

Japan
In August, commercial onland oil

stocks in Japan regained some of the pre-
vious month’s losses when they increased
by 6.7m b, or 220,000 b/d, to stand at
190.7m b. Most of the build occurred in
distillate stocks, which rose by 6.6m b to
43.1m b, due to increasing distillate pro-
duction, as well as steadying demand. This
was followed by residual fuel oil and gaso-
line stocks, which moved up marginally by
900,000 b to 18.8m b and by 600,000 b
to 13.9m b, respectively. Crude oil stocks
continued to decrease, declining by 1.3m
b to 115.0m b, on the back of ongoing
increasing refinery runs. Total stocks were
2.0m b, or about one per cent, below the
year-earlier level (see Table H).

Balance of supply/demand

For 2001, world oil demand has been
revised down by around 400,000 b/d since
the last report, while non-OPEC oil sup-
ply has been revised up by 100,000 b/d,
to estimates of 75.9m b/d and 49.4m
b/d, respectively (see Table I). The yearly
average difference has been adjusted down
by around 500,000 b/d to 26.6m b/d,
with quarterly distributions of 27.0m
b/d, 26.0m b/d, 26.6m b/d and 26.8m
b/d, respectively. The balance for 1Q re-
mains unchanged at 1.1m b/d, while that
for 2Q has been revised up by around
200,000 b/d to 1.1m b/d. The balance for
3Q, introduced for the first time, is esti-
mated at 600,000 b/d. The 2000 balance
remains unchanged at 1.0m b/d, com-
pared with last month’s report.

Table I also shows a sharp downward
revision to the world oil demand forecast
for 2002 of around 800,000 b/d to 76.5m
b/d, while total non-OPEC supply has
been revised up by around 100,000 b/d to
50.4m b/d. This has resulted in an expected
annual difference of around 26.1m b/d,
down by around 1.0m b/d, compared with
the last report, with a quarterly distribution
of 26.2m b/d, 25.3m b/d, 26.0m b/d and
27.0m b/d, respectively.

Table E: OPEC crude oil production, based on secondary sources 1,000 b/d

Sept 01/
1999 2000 2Q01  Aug 01* Sept 01* 3Q01 Aug 01

Algeria 766 808 820 843 818 834 –24
Indonesia 1,310 1,280 1,216 1,210 1,195 1,206 –15
IR Iran 3,509 3,671 3,676 3,733 3,648 3,711 –85
Iraq 2,507 2,551 2,282 2,769 2,631 2,497 –138
Kuwait 1,907 2,101 2,016 2,025 1,973 2,008 –53
SP Libyan AJ 1,337 1,405 1,365 1,389 1,350 1,373 –39
Nigeria 1,983 2,031 2,051 2,066 2,199 2,087 133
Qatar 641 698 685 691 660 681 –31
Saudi Arabia 7,655 8,248 7,922 7,950 7,703 7,893 –247
UAE 2,077 2,252 2,174 2,140 2,061 2,119 –79
Venezuela 2,808 2,897 2,846 2,827 2,727 2,797 –100

Total OPEC 26,499 27,943 27,051 27,641 26,964 27,205 –677

* Not all sources available.
Totals may not add, due to independent rounding.



October 2001 37

M A R K E T  R E V I E W

Table F: US onland commercial petroleum stocks1 m b

Change
March 30, 01 June 29, 01 August 31, 01 October 5, 01 Sept/Aug October 5, 00

Crude oil (excl SPR) 303.2 310.7 302.5 307.4 4.9 277.9
Gasoline 193.0 221.6 194.7 206.1 11.4 195.8
Distillate fuel 104.0 112.8 120.4 124.6 4.2 115.3
Residual fuel oil 39.8 42.5 35.6 36.7 1.1 37.4
Jet fuel 40.1 43.0 42.9 44.0 1.1 42.3
Unfinished oils 101.3 90.4 89.4 88.9 –0.5 86.9
Other oils 142.1 191.4 215.6 219.7 4.1 199.1
Total 923.5 1,012.4 1,001.1 1,027.4 26.3 954.7
SPR 542.3 543.3 543.7 544.8 1.1 569.6

1. At end of month, unless otherwise stated. Source:  US/DoE-EIA.

Table G: Western Europe onland commercial petroleum stocks1 m b

Change
March 01 June 01 August 01 September 01 Sept/Aug  September 00

Crude oil 451.7 438.5 434.1 436.6 2.5 432.5
Mogas 158.3 155.6 147.1 146.1 –1.0 151.8
Naphtha 22.0 25.1 26.0 25.1 –0.9 24.9
Middle distillates 330.8 331.4 329.9 322.3 –7.6 336.6
Fuel oils 123.6 122.2 122.8 121.1 –1.7 119.1
Total products 634.7 634.3 625.7 614.5 –11.1 632.4
Overall total 1,086.3 1,072.8 1,059.8 1,051.1 –8.6 1,064.9

1. At end of month, and includes Eur-16. Source:  Argus Euroilstocks.

Table H: Japan’s commercial oil stocks1 m b

Change
March 01 June 01 July 01 August 01 Aug/July August 00

Crude oil 118.7 127.3 116.3 115.0 –1.3 115.1
Gasoline 14.6 14.3 13.3 13.9 0.6 13.8
Middle distillates 31.4 33.6 36.5 43.1 6.6 44.5
Residual fuel oil 20.2 19.8 17.9 18.8 0.9 19.4
Total products 66.3 67.7 67.7 75.8 8.1 77.6
Overall total2 185.0 195.1 184.0 190.7 6.7 192.7

1. At end of month. Source:  MITI, Japan.
2. Includes crude oil and main products only.
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Table I: World crude oil demand/supply balance m b/d

1998 1999 2000 1Q01 2Q01 3Q01 4Q01 2001 1Q02 2Q02 3Q02 4Q02 2002

World demand
OECD 46.8 47.7 47.8 48.8 46.5 47.6 47.8 47.7 48.6 46.5 47.4 48.5 47.8

North America 23.1 23.8 24.1 24.2 23.7 24.3 24.0 24.1 24.0 24.0 24.4 24.3 24.2
Western Europe 15.3 15.2 15.1 15.2 14.8 15.0 15.1 15.0 15.2 14.6 14.8 15.3 15.0
Pacific 8.4 8.7 8.7 9.4 8.0 8.3 8.7 8.6 9.5 7.9 8.2 8.9 8.6

Developing countries 18.2 18.5 18.7 18.4 19.1 19.1 18.9 18.9 18.6 19.4 19.3 19.3 19.2
FSU 4.3 4.0 3.8 4.0 3.7 3.5 4.0 3.8 3.9 3.7 3.9 4.2 3.9
Other Europe 0.8 0.8 0.8 0.8 0.7 0.7 0.8 0.8 0.8 0.8 0.7 0.8 0.8
China 3.8 4.2 4.7 4.4 4.9 5.0 4.9 4.8 4.6 5.0 5.0 5.0 4.9
(a) Total world demand 73.8 75.1 75.7 76.2 75.0 75.9 76.6 75.9 76.5 75.3 76.4 77.8 76.5

Non-OPEC supply
OECD 21.8 21.3 21.9 21.8 21.6 21.7 22.0 21.8 22.0 21.9 21.9 22.2 22.0

North America 14.5 14.1 14.3 14.2 14.3 14.4 14.5 14.4 14.5 14.6 14.7 14.8 14.6
Western Europe 6.6 6.6 6.7 6.8 6.5 6.5 6.6 6.6 6.8 6.6 6.5 6.7 6.6
Pacific 0.7 0.7 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.7 0.8 0.8 0.8

Developing countries 10.5 10.8 11.0 11.1 10.9 11.0 11.2 11.0 11.3 11.1 11.3 11.4 11.3
FSU 7.3 7.5 7.9 8.2 8.4 8.5 8.4 8.4 8.7 8.9 8.9 8.9 8.9
Other Europe 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
China 3.2 3.2 3.2 3.3 3.2 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3
Processing gains 1.6 1.6 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.7
Total non-OPEC supply 44.5 44.6 45.8 46.3 46.0 46.4 46.8 46.4 47.3 47.0 47.4 47.8 47.4
OPEC NGLs 2.8 2.9 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
(b) Total non-OPEC supply and

OPEC NGLs 47.3 47.4 48.8 49.3 49.0 49.4 49.8 49.4 50.3 50.1 50.4 50.8 50.4

OPEC crude oil production1 27.8 26.5 27.9 28.1 27.1 27.2
Total supply 75.0 73.9 76.7 77.4 76.1 76.6
Balance2 1.2 -1.2 1.0 1.1 1.1 0.6

Closing stock level (outside FCPEs) m b
OECD onland commercial 2698 2446 2527 2519 2602
OECD SPR 1249 1228 1210 1210 1207
OECD total 3947 3675 3738 3729 3809
Other onland 1056 983 1000 997 1019
Oil on water 859 808 864 906 834
Total  stock 5861 5466 5601 5632 5662

Days of forward consumption in OECD
Commercial onland stocks 57 51 53 54 55
SPR 26 26 25 26 25
Total 83 77 78 80 80
Memo items
FSU net exports 3.0 3.4 4.1 4.3 4.6 4.9 4.4 4.6 4.8 5.2 5.0 4.7 4.9
[(a) — (b)] 26.5 27.7 27.0 27.0 26.0 26.6 26.8 26.6 26.2 25.3 26.0 27.0 26.1

Note: Totals may not add up due to independent rounding.
1. Secondary sources.
2. Stock change and miscellaneous.

Table I above, prepared by the Secretariat’s Energy Studies Department, shows OPEC’s current forecast of world supply and demand for
oil and natural gas liquids.

The monthly evolution of spot prices for selected OPEC and non-OPEC crudes is presented in Tables One and Two on page 40, while
Graphs One and Two (on pages 39 and 41) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs
on pages 42–47, show the evolution of monthly average spot prices for important products in six major markets. (Data for Tables 1–8 is
provided by courtesy of Platt’s Energy Services).
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Graph 1:
Evolution of spot prices for selected OPEC crudes,

June to September 2001
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1. Tia Juana Light spot price = (TJL netback/Isthmus netback) x Isthmus spot price.
2. OPEC Basket: an average of Saharan Blend, Minas, Bonny Light, Arabian Light, Dubai, Tia Juana Light and Isthmus.
Kirkuk ex Ceyhan; Brent for dated cargoes; Urals cif Mediterranean. All others fob loading port.
Sources: The netback values for TJL price calculations are taken from RVM; Platt’s Oilgram Price Report; Reuters; Secretariat’s calculations.

Table 1: OPEC spot crude oil prices, 2000–2001 ($/b)

            2000 2001
Member Country/ Sept Oct Nov Dec Jan Feb Mar Apr May June July Aug September
type of crude (API°) 4Wav 5Wav 4Wav 4Wav 5Wav 4Wav 4Wav 4Wav 5Wav 4Wav 5Wav 4Wav 1W 2W 3W 4W 4Wav

Algeria
Saharan Blend (44.1) 33.18 31.19 33.06 26.11 26.08 27.80 24.82 25.65 28.47 28.16 24.82 25.96 26.84 28.36 27.54 21.77 26.13

Indonesia
Minas (33.9) 33.36 32.30 31.07 24.87 24.03 25.62 25.64 27.64 28.21 27.86 25.32 24.82 24.46 25.58 25.93 22.39 24.59

IR Iran
Light (33.9) 30.45 30.42 29.75 22.66 22.63 24.65 23.58 24.05 25.58 25.80 23.78 24.68 24.53 25.82 25.88 21.93 24.54

Iraq
Kirkuk (36.1) — — — — — — — — — — — — — — — — —

Kuwait
Export (31.4) 29.05 28.87 28.20 21.11 21.08 23.10 22.03 22.50 24.03 24.25 22.47 23.13 22.98 24.27 24.33 20.38 22.99

SP Libyan AJ
Brega (40.4) 32.64 30.98 32.99 25.40 25.93 27.79 24.69 25.54 28.85 28.18 24.88 25.85 26.65 25.30 27.00 22.15 25.91

Nigeria
Bonny Light (36.7) 32.65 30.67 32.86 25.47 25.43 27.40 24.35 25.43 28.51 28.06 24.81 25.41 26.63 28.22 27.31 21.76 25.98

Saudi Arabia
Light (34.2) 30.60 30.17 29.81 22.65 22.31 24.82 23.77 24.24 25.77 26.17 24.03 24.92 24.72 26.01 26.08 22.12 24.73
Heavy (28.0) 28.00 28.21 27.94 20.83 20.74 23.32 22.57 23.15 24.60 24.88 22.61 23.77 23.62 24.91 24.98 21.02 23.63

UAE
Dubai (32.5) 30.05 30.57 30.25 22.27 22.56 24.79 23.67 24.06 25.40 25.86 23.45 24.70 24.52 25.74 25.61 21.60 24.37

Venezuela
Tia Juana Light1 (32.4)  29.33 28.34 30.01 23.11 23.18 22.79 21.08 20.79 22.77 22.30 20.55 21.54 21.27 22.13 22.06 17.42 20.72

OPEC Basket2 31.48 30.42 31.22 24.13 24.06 25.41 23.70 24.38 26.25 26.10 23.73 24.46 24.6524.6524.6524.6524.65 25.8825.8825.8825.8825.88 25.6525.6525.6525.6525.65 20.9720.9720.9720.9720.97 24.2924.2924.2924.2924.29

Table 2: Selected non-OPEC spot crude oil prices, 2000–2001 ($/b)

            2000 2001
Country/ Sept Oct Nov Dec Jan Feb Mar Apr May June July Aug September
type of crude (API°) 4Wav 5Wav 4Wav 4Wav 5Wav 4Wav 4Wav 4Wav 5Wav 4Wav 5Wav 4Wav 1W 2W 3W 4W 4Wav

Gulf Area
Oman Blend (34.0) 30.55 29.88 28.97 22.76 22.43 24.29 23.26 23.82 25.55 25.53 23.61 24.44 24.32 25.67 25.94 22.04 24.49

Mediterranean
Suez Mix (Egypt, 33.0)  28.59 26.18 29.06 21.11 22.09 22.61 19.73 21.58 24.56 23.83 21.16 22.48 23.75 22.20 24.25 19.45 23.11

North Sea
Brent (UK, 38.0) 32.94 30.86 32.67 25.07 25.60 27.30 24.42 25.37 28.35 27.96 24.66 25.78 26.53 27.95 27.26 21.60 25.84
Ekofisk (Norway, 43.0) 32.75 30.77 32.66 25.50 25.51 27.49 24.34 25.38 28.45 27.59 24.55 25.70 26.31 28.08 27.22 21.32 25.73

Latin America
Isthmus (Mexico, 32.8)  31.19 29.73 31.47 24.40 24.80 24.63 22.60 22.86 24.62 24.25 22.67 23.86 24.10 25.09 25.00 19.75 23.49

North America
WTI (US, 40.0) 34.05 33.00 34.65 28.39 29.42 29.48 27.27 27.37 28.60 27.67 26.53 27.41 27.01 27.91 27.91 22.75 26.40

Others

Urals (Russia, 36.1) 30.30 28.04 31.23 24.06 24.40 24.78 21.72 23.60 26.46 25.60 23.08 24.46 25.69 27.25 26.42 20.85 25.05
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes,

June to September 2001
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Table 3: North European market — bulk barges, fob Rotterdam ($/b)
regular gas premium gas fuel oil

1999 naphtha unleaded 87 unleaded 95 gasoil jet kero 1%S 3.5%S
September 23.21 25.83 26.75 24.29 26.41 17.77 17.53
October 24.78 25.88 26.61 24.19 26.04 19.16 18.78
November 25.54 27.20 27.72 26.77 29.32 19.40 19.15
December 24.73 28.41 28.93 28.18 33.07 19.69 18.67
2000
January 27.41 27.81 28.23 28.96 32.24 19.85 18.83
February 29.87 31.63 32.32 29.85 32.72 21.52 19.81
March 31.06 35.71 36.27 30.28 34.01 22.67 22.12
April 24.83 32.90 33.42 28.23 32.81 19.44 18.12
May 28.39 37.01 38.99 29.87 32.07 20.02 18.70
June 30.41 40.57 44.28 31.40 34.40 23.79 21.23
July 29.89 36.51 37.67 33.02 36.07 24.13 19.79
August 29.79 34.82 36.20 36.46 38.69 21.47 19.69
September 33.28 36.87 37.70 42.09 43.84 24.29 23.04
October 33.15 34.72 35.28 40.06 43.64 27.06 23.82
November 32.51 32.72 33.46 40.68 43.61 25.61 22.18
December 29.27 27.77 28.05 34.25 37.50 23.24 18.31
2001
January 27.36 29.44 29.85 30.15 32.03 20.54 15.48
February 29.23 32.11 32.49 30.88 33.41 20.48 18.21
March 27.19 30.69 31.52 29.38 31.72 20.56 17.58
April 27.86 36.47 37.57 30.37 32.45 20.49 17.05
May 29.71 37.93 39.09 31.18 34.17 20.48 18.21
June 27.21 30.27 31.73 31.06 33.69 19.23 17.97
July 22.28 27.06 27.86 29.33 31.55 17.97 17.19
August 22.51 27.93 29.01 30.18 31.58 18.18 18.40
September 23.08 28.38 29.47 30.87 32.18 19.84 19.23

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.

Graph 3: North European market — bulk barges, fob Rotterdam
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Table 4: South European market — bulk cargoes, fob Italy ($/b)
gasoline                         fuel oil

1999 naphtha premium unleaded 95 gasoil jet kero 1%S 3.5%S
September 22.37 26.90 23.36 25.18 17.34 16.55
October 23.88 26.46 23.56 24.51 18.42 17.65
November 24.68 27.77 26.25 27.67 17.76 17.53
December 23.83 28.82 27.86 32.52 18.23 17.44
2000
January 26.26 27.55 28.06 31.43 20.48 17.85
February 28.57 32.11 29.97 31.28 22.12 19.05
March 29.65 36.27 29.63 32.31 22.40 21.27
April 23.41 32.77 26.69 31.16 19.28 17.09
May 27.01 38.38 29.15 29.67 20.52 16.51
June 28.93 44.06 30.14 31.99 24.50 19.95
July 28.26 38.25 32.92 34.18 23.20 18.76
August 28.14 36.67 36.09 36.60 20.85 17.85
September 31.58 37.87 41.97 41.89 25.00 21.49
October 32.48 37.20 41.53 41.85 27.16 23.58
November 32.47 33.57 40.44 40.33 24.71 19.47
December 27.74 27.79 34.92 35.99 23.46 17.96
2001
January 26.35 28.76 27.32 28.73 20.13 14.35
February 26.04 31.89 31.32 29.11 18.80 16.86
March 24.13 30.53 27.55 27.89 18.39 16.28
April 27.07 36.43 29.00 28.28 19.23 14.96
May 29.54 39.45 29.37 29.72 19.39 15.84
June 27.15 32.21 30.98 29.40 17.71 15.89
July 21.95 25.55 27.77 27.15 17.73 15.59
August 22.26 26.60 27.58 27.74 18.20 16.93
September 23.46 29.93 27.58 29.36 18.99 17.44

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.
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Table 5: US East Coast market — New York ($/b, duties and fees included)
gasoline fuel oil

1999 regular unleaded 87 gasoil jet kero 0.3%S LP 1%S 2.2%S
September 28.67 25.04 26.66 22.22 19.48 18.85
October 26.13 24.27 25.76 22.00 19.44 18.75
November 28.87 26.90 28.78 22.73 19.52 18.95
December 29.35 27.91 30.92 24.88 19.21 18.70
2000
January 29.41 34.21 39.42 30.08 21.76 20.42
February 33.91 34.64 35.50 31.74 22.90 21.22
March 37.10 32.01 34.31 27.07 21.06 20.87
April 30.35 30.16 32.20 26.81 20.98 19.85
May 37.17 31.39 33.26 28.66 24.59 21.86
June 40.12 32.62 33.69 30.69 27.11 23.20
July 36.04 32.53 34.42 29.28 24.44 22.20
August 36.33 37.17 38.59 29.48 24.50 21.57
September 39.90 41.25 43.80 37.21 29.42 25.39
October 39.83 41.04 42.86 36.86 29.51 25.96
November 39.56 43.46 45.52 35.43 28.66 25.26
December 30.96 39.52 40.97 34.59 25.63 22.04
2001
January 34.81 35.51 36.03 33.09 25.40 22.34
February 34.68 32.99 34.90 31.51 23.38 19.73
March 32.96 31.12 32.91 27.61 23.31 20.30
April 39.78 32.83 33.92 27.82 22.80 17.47
May 39.06 32.48 35.60 27.84 23.09 18.58
June 30.07 31.74 32.92 24.89 20.22 17.64
July 28.69 29.31 30.10 23.71 19.33 16.72
August 32.56 30.80 32.88 23.69 20.14 18.23
September 31.61 30.71 31.77 24.02 20.24 19.80

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.
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Table 6: Caribbean cargoes — fob ($/b)
fuel oil

1999 naphtha gasoil jet kero 2%S 2.8%S
September 25.09 24.54 26.18 18.34 18.13
October 23.16 23.83 25.32 18.20 17.91
November 26.23 26.31 28.01 18.45 17.88
December 25.96 27.38 29.93 18.20 17.87
2000
January 28.17 30.61 32.85 19.82 18.46
February 33.52 31.85 32.95 20.57 19.36
March 32.74 30.82 33.01 20.17 19.70
April 28.25 29.44 30.74 19.15 18.50
May 32.59 31.11 31.84 21.16 19.39
June 36.24 32.27 32.78 22.27 21.40
July 31.06 32.35 33.38 20.84 19.67
August 32.92 36.63 37.80 19.78 18.54
September 35.32 41.01 42.78 23.59 20.46
October 34.77 39.90 41.32 23.95 21.71
November 34.37 40.93 43.64 22.96 17.96
December 29.73 34.63 36.40 19.89 16.90
2001
January 34.10 35.56 36.17 20.21 16.48
February 29.87 31.85 32.42 18.14 16.31
March 28.63 28.97 30.11 18.26 17.16
April 33.60 30.51 31.37 15.81 15.03
May 29.65 33.07 34.46 17.50 17.10
June 25.85 31.58 32.13 16.64 16.27
July 25.06 28.84 29.57 15.54 14.45
August 29.04 30.49 31.68 17.20 17.11
September 26.14 29.84 30.01 18.54 18.55

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.
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Table 7: Singapore cargoes ($/b)
gasoline fuel oil

1999 naphtha premium unleaded 95 gasoil jet kero 0.3%S 180C 380C
September 24.49 26.86 23.04 26.37 18.91 18.42 18.83
October 24.70 24.78 23.60 25.90 20.46 19.98 20.46
November 25.86 25.88 24.74 27.56 21.23 20.68 21.19
December 25.03 25.46 25.63 29.53 21.47 20.47 20.98
2000
January 25.02 28.36 28.14 31.30 21.58 19.66 19.95
February 27.09 31.16 29.90 31.14 23.43 20.76 21.15
March 29.08 32.58 32.94 32.37 25.85 24.66 24.69
April 25.01 28.01 26.73 27.99 24.54 22.13 22.39
May 27.27 31.90 28.12 29.09 26.62 23.62 23.60
June 28.13 33.08 30.69 31.23 26.78 25.30 25.31
July 27.80 36.05 31.86 33.25 25.45 22.00 22.09
August 30.19 38.31 37.46 37.98 27.08 21.57 21.64
September 34.53 35.05 40.13 42.21 28.44 24.81 24.87
October 33.50 33.03 38.96 43.30 26.77 26.35 26.55
November 30.43 32.96 34.85 39.88 26.50 24.36 24.49
December 25.52 29.97 29.61 32.92 24.45 19.78 19.74
2001
January 25.50 30.02 28.41 29.70 22.54 18.37 17.99
February 27.83 31.33 27.57 30.48 22.68 19.91 19.69
March 27.43 29.88 26.83 28.72 22.43 20.08 20.04
April 28.14 32.76 29.80 30.25 22.60 20.48 20.47
May 28.89 32.64 30.79 30.74 23.72 22.02 22.07
June 27.57 26.89 30.00 30.84 25.11 20.26 20.16
July 24.38 24.36 28.54 28.93 24.08 19.03 19.19
August 24.33 26.68 28.71 29.37 21.03 20.70 20.94
September 24.67 29.47 29.44 31.05 20.38 21.74 21.85

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.
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Table 8: Middle East— fob ($/b)
fuel oil

1999 naphtha gasoil jet kero  180C
September 24.29 21.73 25.13 17.53
October 24.40 22.33 24.68 19.15
November 25.61 23.50 26.39 19.88
December 24.85 24.34 28.30 19.41
2000
January 24.62 26.63 29.87 18.47
February 26.75 28.32 29.64 19.59
March 28.42 31.28 30.79 23.40
April 24.42 25.01 26.36 20.66
May 26.84 26.39 27.46 22.06
June 27.63 28.76 29.40 23.60
July 27.07 29.73 31.24 20.27
August 29.12 35.24 35.88 19.49
September 33.03 37.79 40.01 22.98
October 31.51 36.62 40.97 24.39
November 28.88 32.42 37.38 22.05
December 24.19 26.46 29.73 17.06
2001
January 24.29 25.05 26.38 15.68
February 26.86 24.40 27.31 17.58
March 26.28 24.31 26.41 17.93
April 27.42 28.05 28.49 18.83
May 28.57 29.11 29.02 20.74
June 26.95 28.08 28.93 18.92
July 23.53 26.77 27.16 17.65
August 23.49 27.15 27.78 19.28
September 24.07 28.00 29.64 20.57

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days.
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opecna news desk ... from the opecna news desk ... from the opecna

IMF praises Algeria’s progress
in making economic reforms

Algiers — The International Monetary Fund (IMF) has
praised Algeria for the progress it has made in its economic
reforms.

A recent statement released by the IMF’s board of directors
said that since the outset of the country’s fund-supported
adjustment and reform programme in 1994, Algeria had made
— in particularly difficult circumstances — substantial progress
towards the restoration of macroeconomic stability and had
implemented a comprehensive set of structural reforms.

In an assessment of Algeria’s economy, the Board noted that
growth had turned positive, inflation had fallen, and the balance
of payments’ viability had been restored.

The statement added that, assisted by a tightening of do-
mestic demand management, the Algerian economy was able
to weather the oil price downturn of 1998/99, thus demonstrat-
ing its increased resilience to external shocks.

With the surge in oil prices from the spring of 1999, the
country’s balance of payments position had strengthened mark-
edly. This had resulted in a massive current account surplus of
around 17 per cent of gross domestic product (GDP) in 2000.

In turn, this had contributed to the rise in gross official
reserves to $11.9bn by the end of last year, compared with
$4.4bn at the end of 1999.

The IMF also noted that similar developments in early 2001
had led to a further increase in gross official reserves to $15.2bn,
as of the end of June.

At the same time, it observed that Algeria’s debt service ratio
had fallen to 21 per cent in 2000, from 40 per cent in 1999,
partly because of the large increase in the value of exports.

Nevertheless, the IMF pointed out that the country’s economy
still faced major challenges over the medium term, and estimated
that higher economic growth was still needed to reduce unem-
ployment and improve living standards.

In the IMF’s view, these required the introduction of a
comprehensive set of reforms to promote private sector invest-
ment and raise the efficiency of new investment, particularly in
the non-hydrocarbon sector.

The IMF stressed the importance of privatization, the restruc-
turing of public enterprises, comprehensive banking reform,
enhanced competition, and further trade liberalization efforts.

UAE economy achieves
remarkable growth in 2000

Abu Dhabi — The United Arab Emirates (UAE) achieved
remarkable growth in its economy in 2000, benefiting from the
increase in oil prices and production volumes seen last year.

According to the annual report of the country’s Central
Bank, quoted by the UAE news agency (WAM) last month, the
improved performance was a result of OPEC Member Coun-
tries’ adherence to their respective oil output quotas, coupled
with the increase in world crude demand.

The improvement resulted in higher governmental revenues
from oil exports, which in turn, was reflected in the narrowing
of the deficit in the consolidated government finance account,
the report stated.

“The monetary and credit policy succeeded in controlling
expansion in credit and in establishing rules and procedures
aimed at organizing and strengthening the banking sector,
which has contributed to the increase in the growth of economic
activity,” the report noted.

The country’s gross domestic product (GDP) grew by 20.4
per cent last year, compared to the level achieved in 1999, mainly
as a result of the increase in the output of oil and natural gas,
and also production in all other economic sectors.

The oil sector’s contribution to GDP rose to 33.9 per cent
in 2000, compared with 24.8 per cent in 1999. This was mainly
attributed to an increase in oil prices from $17.6/barrel in 1999
to around $27.2/b last year.

Nigerian President puts sharing
of oil windfall on hold

Abuja — The Nigerian President, Olusegun Obasanjo, has
said that the sharing of the $1.2 billion oil windfall between the
three tiers of government — federal, state and local — from the
sale of crude oil would be put on hold until the next financial
year, starting in January 2002.

The windfall is revenue accruing to the government from
the sale of crude oil above the projected budgeted price of
$18/barrel, made in January this year, to the average price of
around $25/b, which the country earned in the first eight
months of 2001.

Obasanjo, who believed that any additional money from
higher crude sales should be saved in the interest of prudent
economic management, said he had initially, and reluctantly,
approved the recommendation of the National Economic Council
that some of the funds be shared among the three tiers of
government.

In August, the governors of the country’s 36 states talked
the federal government into agreeing to share the excess money
made from the sale of crude oil between the three tiers of
government.

This development, the governors thought, had countered
the earlier decision of the government to put the $1.2bn realized
from the oil sales into a stabilization account.

However, Obasanjo commented last month at the most
recent meeting with the National Economic Intelligence Com-
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mittee (NEIC) in Abuja that he agreed “entirely and absolutely”
with the recommendation of the committee that the additional
funds should remain in savings.

The NEIC urged the Nigerian President to resist pressure
from the state and local governments to disburse the excess
funds. The committee also observed that the government needed
to guard against shortfalls in national revenue, which might
occur with a decline in oil prices, after maintaining that high
prices might not be sustainable over a long period of time.

But in reaction to the position of the President, the Governor
of the northern Kaduna State, Mohammed Makarfi, said the
$1.2bn excess fund belonged to every Nigerian and, therefore,
should be shared.

Venezuela eliminates technical
assistance pact with Cuba

Caracas — Venezuela has cancelled an oil-for-technical as-
sistance arrangement it had with Cuba due to a series of
difficulties on how to quantify the services, the Venezuelan
Deputy Minister of Energy and Mines, Bernardo Alvarez, said
last month.

Venezuela, however, would continue to supply crude oil to
Cuba at market prices under the Caracas Energy Accord.

Despite this development, Alvarez said that the will to co-
operate had not been diminished and that only the barter aspect
of the oil-for-technical assistance arrangement between the two
parties was affected.

Under the Caracas Energy Accord, signed last year with
Central American and Caribbean nations, Venezuela agreed to
supply Cuba with around 53,000 b/d of crude oil under pref-
erential financial conditions.

Subsequently, the governments of Venezuela and Cuba
signed an additional wider co-operation barter arrangement in
October, allowing Cuba to provide Venezuela with technical
assistance in the fields of sports, medicine and sugar industry
expertise, which would be funded with petroleum.

Alvarez said the barter arrangement had become very com-
plicated to handle from a financial and administrative view-
point, and because of this his country had decided to separate
both aspects of the accord.

He stressed, however, that Venezuela would continue with
the normal supply of oil to Cuba.

Algerian 2002 finance bill
based on oil price of $22/b

Algiers — The Algerian government has adopted the country’s
finance bill for fiscal 2002, based on an oil export price of
$22/barrel, it was disclosed in the Algerian capital last month.

According to government sources, next year the government
was counting on receipts of about $18.69 billion, with expendi-
ture set at $19.93bn.

This, they said, represented a rise of 11 per cent and 12.6
per cent, respectively, over figures projected for 2001.

The 2002 finance bill forecast a budget deficit of around
$1.24bn, the sources noted.

Dubai firm opens power
station at Al Mirkad

Abu Dhabi — The Dubai Electricity and Water Authority
(DEWA) has opened a power station in the Al Mirkad area, at
a total cost of $82 million, it was reported last month.

New overhead lines, each with a capacity to generate 130
kilovolts, are also being constructed to connect the unit to power
stations at Al Quoz and Mushrif.

DEWA General Manager, Saeed Al Tayer, said the plant was
one of the Authority’s largest projects to be set up this year, in
addition to the establishment of sub-stations that would connect
the station to the electricity network in Dubai, according to a
report in the Khaleej Times newspaper.

He added that the last sub-station to be set up would connect
the Al Mirkad station with the electricity generating plant in the
Oudh Metha area.

“The power station is an important step in developing and
modernizing DEWA’s infrastructure and increasing our elec-
tricity supplies to meet the rapidly expanding needs of Dubai,
which has seen phenomenal economic growth in the last few
decades,” Al Tayer noted.

Foreign direct investment in
Iran up 18 per cent in 2000

Tehran — Iran’s global flow of foreign direct investment (FDI)
soared by 18 per cent in 2000 over the previous year to a record
$1.3 trillion.

But the country’s FDI was expected to decline this year,
according to the World Investment Report 2001, published by
the United Nations Conference on Trade and Development
(UNCTAD).

The United Nations Information Centre (UNIC) in Tehran
said the main impetus behind both last year’s growth and this
year’s projected drop in FDI was the result of global cross-border
mergers and acquisitions, which constituted a substantial share
of FDI worldwide.

But after last year’s peak of cross-border mergers and acqui-
sitions, the rapid expansion of FDI was enlarging the role of
international production in the world economy, making it “the
main force in international economic integration,” UNIC was
quoted by the Tehran Times as saying.

It noted that the world’s 63,000 transnational corporations,
which contributed to FDI with their 800,000 foreign affiliates,
also increasingly shaped trade patterns, accounting for around
two-thirds of all world trade.

As in previous years, in 2000 the 10 largest FDI recipients,
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as well as the 10 biggest sources of FDI, were developed countries,
with one or two exceptions from the developing world, namely
China and Hong Kong.

With just over $1.0 trillion in inflows accounting for a 21
per cent increase in flow levels last year, developed nations
remained the prime destination of FDI, accounting for more than
three-quarters of the global total.

Although flows to developing countries were also up in 2000
— to $240 million — the share of these countries global inflows
had fallen over three consecutive years to 19 per cent, the lowest
since 1991.

Kuwait, Iran newly elected to
IAEA Board of Governors

Vienna — Iran and Kuwait were among 11 member states
elected to the International Atomic Energy Agency (IAEA)
Board of Governors at the 45th regular session of the 35-
member policy-making body, the agency’s General Conference
announced last month.

The other member states newly elected to the board were:
Bulgaria, Burkina Faso, Chile, Colombia, Morocco, the Phil-
ippines, Romania, Spain and Turkey.

The other 24 board members, which have either been
designated by the Board of Governors, or elected by the General
Conference, are: Argentina, Australia, Brazil, Canada, China,
Egypt, Finland, France, Germany, Ghana, India, Ireland, Ja-
pan, Libya, Mexico, Pakistan, Peru, the Russian Federation,
South Africa, Switzerland, Thailand, Ukraine, the United King-
dom, and the United States.

According to an IAEA statement, the newly constituted
Board would convene — shortly after the conclusion of the
General Conference  — to elect the Board Chairman and Vice
Chairmen for the period 2001-02.

Three bidders for new
Saudi  petrochemical plant

London — The number of bidders for the estimated $350
million contract to build an ethylene plant at the Jubail United
Petrochemical Company (JUPC) olefins complex in Saudi
Arabia has fallen to three, it was revealed last month.

According to the Middle East Economic Digest, four compa-
nies had bid for the contract in late July. It was revealed
subsequently that Stone & Webster, a subsidiary of the United
States’ Shaw Group, had now dropped out of the project.

Industry sources said JUPC, a subsidiary of the Saudi Basic
Industries Corporation (SABIC), had completed initial techni-
cal discussions with the remaining bidders.

They comprised ABB Lummus Global of the US, Japan’s
Chiyoda Corporation, US-based Kellogg Brown & Root,
Germany’s Linde, and South Korea’s Samsung Engineering and
Construction.

The remaining bidders have been asked to re-submit pro-
posals on some parts of the package.

In addition to the 800,000 tonnes/year ethylene plant, the
complex would include a 460,000 t/y ethylene glycol plant and
a 100,000 t/y alpha olefins unit.

Iranian iron and steel
output up 3.7 per cent

Tehran — Iran’s production of iron and steel in the first five
months of the current year (January-May) rose to 2.8 million
tons, according to the daily Jomhouri-e Eslami newspaper.

Quoting the International Iron and Steel Institute, the
article said: “The figure (2.8m t) shows an increase of 3.7 per
cent compared with the corresponding period of the preceding
year.”

It noted that Iran was ranked first and 21st in the Middle
East and the world, respectively, in terms of its iron and steel
production. The report further said that China was currently
the world’s largest producer of iron and steel.

The leading leading producers and exporters of steel prod-
ucts in Iran include the 1945 Russian-built Isfahan steel mill,
along with the Mobarakeh steel complex at Isfahan and the
Ahvaz steel plant in Khuzestan.

Algeria’s Sonatrach to launch
two petrochemical projects

Algiers — Algerian state oil and gas company, Sonatrach, will
soon launch two petrochemical projects, it was officially an-
nounced in the country’s capital last month.

According to Sonatrach sources, the first scheme would
involve a steam cracking unit for the production of 1.0 million
tonnes/year of ethane, while the second project would produce
2.5m t/y of condensate and naphtha.

The schemes would be built in the petrochemical areas of
Arzew and Skikda, located in the west and east of the country,
respectively.

Investments required for the completion of the two schemes
had been estimated at about $1.5 billion.

The sources indicated that, in this regard, investment dis-
cussions were underway between Sonatrach and international
oil firms for the speedy implementation of the projects, as well
as other schemes the Algerian was considering.

The others projects involved new liquefied natural gas (LNG)
production units and the acquisition of two methane tankers.

In the short term, Sonatrach said it was projecting the
realization of up to four LNG units, which would bring to
production an additional 4.0m t/y.

Sonatrach, which produced 23m cubic metres of LNG in
the first half of this year, is seeking to maintain and boost its
market share in Europe with the realization of the new gas
projects.
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Nigerian NGO introduces plant
species to help revitalize soils

Abuja — The hope of revitalizing soils degraded by oil spills
in Nigeria appears positive with an environmental non-govern-
mental organization (NGO) about to introduce plant species —
kenaf and vetiver — capable of returning such lands to produc-
tive use.

Most communities in Nigeria, especially the oil-rich Niger
Delta, which accounts for over 95 per cent of the West African
country’s crude oil and gas resources, suffer large-scale oil spills,
either through accidents in the downstream production process,
or through the deliberate sabotage of oil pipelines.

The environmental NGO, the Centre for Environmental
Resources and Sustainable Ecosystem (CERASE) says that while
kenaf serves as oil absorbent, vetiver serves as soil conservation
and a pollution control bio-filter.

CERASE explained that the process also involved “the
application of site specific micro-organisms for biodegradation.”

According to CERASE Director and Chief Executive
Officer, Uzo Egbuche, the initiative to introduce the plants
sought to balance the involvement of communities in oil spill
clean up.

She said the ultimate aim of the project was to address the
severe environmental problems primarily caused by oil activities,
while providing employment and economic opportunities for
the rural people.

The project, she said, was in response to environmental
degradation by industrial and domestic activities “which has
attracted international and local attention over the past three
decades, especially in the Niger Delta.”

The scheme, which was endorsed by the World Bank after
winning $99,750 in funding last year in a contest entered into
by 1,200 organizations from 62 countries, has been recom-
mended to the Nigerian government for support.

EU to finance company
programme in Algeria

Algiers — Algeria and the European Union (EU) signed a $50
million agreement last month for the financing of a small and
medium-sized company programme in the country.

The programme includes three components related to the
reinforcement of operational management of small and me-
dium-sized firms, the setting up of financial companies, and
support for entrepreneurs.

A panel of experts including Algerian and European special-
ists have been put in charge of the programme.

Meanwhile, a World Bank team headed by its Maghreb
Department Director, Christian Delvoie, is undertaking a visit
to Algeria to discuss several projects which may be financed by
the international financial institution.

The move involves schemes in the agricultural, hydraulic,
and public works sectors.

Iran’s electricity output to hit
39,000 megawatts in 2005

Tehran — Iran’s electricity production will reach 39,000
megawatts (mw) by the end of the Iranian year in 2005, the
country’s Minister of Energy, Habibollah Bitaraf, announced
last month.

Speaking at the inauguration ceremony of the new Deputy
Minister of Energy and Head of the Ministry’s giant Tavanir
organization, Hassan Ahmadian, Bitaraf revealed that Iran
would take long strides in the energy field during its third five-
year economic development plan (March 2000 to March 2005).

“Such long strides are exactly matching with the growing
needs of the country and will be carried out based on the various
designed phases of the relative projects,” the official Islamic
Republic News Agency (IRNA) quoted him as saying.

Ahmadian pointed out that in 20 years’ time, electricity
production in Iran would stand at 90,000 mw.

World Bank loan earmarked for
Nigerian power infrastructure

Abuja — Nigeria’s state-run power firm, the National Electric
Power Authority (NEPA), has earmarked the $100 million loan
it received from the World Bank recently for infrastructural
projects, designed to equip the state concern to meet modern-
day challenges.

A member of the NEPA Technical Board and Chairman of
the Transmission Sub-Sector, Aako Ugbabe, said last month
that $35m of the amount would be used to establish and equip
the national control centre at Ope Osogbo.

He explained that current trends in the power sector made
it imperative to have a sophisticated control centre to ensure
adequate monitoring of the entire network.

Ugbabe said it was necessary to have a well-equipped centre
that had access to consumption levels, as well as the total
generating capacity of all power plants, including the independ-
ent power projects to aid planning.

“When you have that central control point, you will be able
to note fluctuations and control changes in power demand and
generation, and this will in turn help efforts towards power
availability,” he pointed out.

NEPA also planned to spend $24m on reinforcing and
building some sub-stations in Onitsha, Kano, Osogbo and
Kaduna to aid the process of transmission and distribution of
power in the country.

Ugbabe disclosed that $5.0m had also been earmarked for
grid metering and protection, and consultancy services, while
$3.7m would go towards the training of officers to handle
facilities at the control centre.

New staff would be employed to handle the sophisticated
equipment to make for maximum utility, while $3.0m would
be targeted towards market development and operation to aid
NEPA’s sales and revenue generation capacity.
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The 2000 edition of the OPEC Annual Statistical Bulletin, which has established 

itself as the standard reference work on the oil and gas industries of OPEC Member Countries, is now 

available exclusively from the Secretariat. Compiled by a team of statistical experts, the ASB contains 

an unrivalled wealth of data covering the period until end-2000 on the oil and gas sectors of OPEC's 

11 Member Countries, as well as comprehensive coverage of the rest of the world.

For ease of reference, the ASB is divided into five sections, which are:

Packaged with the ASB is a 3.5-inch computer diskette (for Microsoft Windows only) containing all the data in the 
book and more. Many of the time series in the summary tables in Section 1 are extended back to 1960, the year of 
OPEC's founding, while much of the data in Sections 2-5 extends back to 1980. The application is simple to install 
and easy to manipulate and query. The data can also be exported to Microsoft Excel or other spreadsheets.

The OPEC Annual Statistical Bulletin 2000 book plus diskette package costs $85.
To order your copy, just fill in the form at the back of the issue, and fax it to OPEC's PR & Information Department 

at (+43 1) 214 98 27.

1  Summary tables and basic indicators
Basic economic indicators in OPEC Member Countries (GDP, population, trade, etc) from 1980-2000. Side-by-side comparisons of 
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nical and other support from collective
entities of the South such as the Group of
77 and the Non-Aligned Movement. The
Centre also prepares policy papers and
studies dealing with foreign direct invest-
ment, UN reforms, resource transfers and
financial flows, challenges presented by
the World Trade Organization agenda,
the implementation of the UNCED
Agenda 21, as well as science and technol-
ogy topics.

As the South Centre’s computer facili-
ties are outdated and require upgrading in
order to enable access to the UN system
and handle new versions of software, this
grant will go towards the purchase of the
necessary equipment and software, as well
as installation costs.

This is the second time the OPEC
Fund has extended assistance to the Cen-
tre. An earlier grant of $50,000 was ap-
proved in support of working groups
dealing with environmental and develop-
mental issues.

No 65/2001
Vienna, Austria, September 21, 2001

OPEC Fund loans
Nepal $13.7m for
water supply project

The OPEC Fund for International Devel-
opment has signed a $13.7 million loan

agreement with the Kingdom of Nepal in
support of an extensive scheme to alleviate
chronic water shortages and improve sani-
tation in the Kathmandu Valley. The
project will provide some 180,000 poor
families with access to reliable water sup-
plies and vastly improved sanitation facili-
ties.

Nepal possesses abundant water re-
sources but coverage is inadequate, with
only two-thirds of the population having
access to safe, although erratic, drinking
water. Shortages are especially acute in the
Kathmandu Valley, which depends on the
Melamchi River for water. Due to a sharply
fluctuating climate, the river’s flow is in-
consistent, a problem exacerbated by en-
vironmental damage caused by
deforestation.

During the dry months, the river is so
low that many communities have running
water for only thirty minutes every other
day. Proper sanitation facilities are also
lacking, and industrial waste and sewage
discharge are often released directly into
the Bagmati River, which also runs through
the valley, polluting the water table and
jeopardizing health.

The first phase of this multi-faceted
project is the Melamchi diversion scheme,
which entails the excavation of a 27-km
tunnel, through which water harnessed
from the Melamchi River will be diverted
to the Kathmandu Valley. This supply,
along with water from the region’s smaller
tributaries, will be processed at a new
treatment plant capable of handling 170
million litres of water per day (m l/d), with
the potential to expand to 510m l/d. Other
works include constructing a new distri-
bution system of pipelines and reservoirs,
and rehabilitating existing ones. Sanita-
tion schemes comprise upgrading four
sewage treatment plants, constructing new
sewers and providing more public toilets.
Throughout the project, monitoring proc-
esses will insure minimal environmental
impact.

Nepal has been the recipient of 12
previous OPEC Fund loans. Of these,
one was extended for balance of payments
support, another financed a commodity
imports programme and ten were extended
in support of projects in the trans-
portation, agriculture, energy and educa-
tion sectors. The country has also bene-
fited from two research grants and five

OPEC Fund for International Development,
Parkring 8, PO Box 995, 1011 Vienna, Austria.
Tel: +43 1 515640; fax: +43 1 513 9238; tx: 1-
31734 fund a; cable: opecfund; e-mail:
info@opecfund.org; Web site: http://www.
opecfund.org.

OPEC Fund extends grants
and loans worth

$14m in September
In September, the OPEC Fund extended one loan and one grant worth almost
$14 million to assist the South Centre in Geneva and a water supply and
sanitation project in Nepal. Details can be found below.

No 64/2001
Vienna, Austria, September 4, 2001

OPEC Fund extends
$100,000 grant to
the South Centre

The OPEC Fund for International Devel-
opment has approved a grant of $100,000
towards the procurement of urgently
needed computer equipment for the Ge-
neva-based South Centre, an intergovern-
mental body of some 46 developing
countries.

Established in 1995, the objectives of
the South Centre are to: promote South-
South solidarity, networking and infor-
mation exchange, as well as common
interests in international fora; foster con-
vergent views and approaches with respect
to global economic, political and strategic
issues; and, contribute to better mutual
understanding and co-operation between
the North and South.

On a broader scale, the Centre assists
in elaborating the South’s points of view
on major policy issues and generating ideas
and action-oriented proposals. It responds
to requests for policy advice and for tech-



54 OPEC Bulletin

S E C R E T A R I A T  N O T E SO P E C  F U N D  N E W S

technical assistance grants in the areas of
agriculture, water supply and sanitation
and health.

The agreement was signed in Vienna
by Madhav P Ghimire, Joint Secretary of
the Ministry of Finance of the Kingdom
of Nepal, and by HE Dr Y Seyyid Abdulai,
Director-General of the OPEC Fund.

Data summary

Project:
Melamchi water supply.

Sector:
Water supply and sanitation.

OPEC Fund loan:
$13.7m

Lending terms:
Interest rate of one per cent per an-
num, with an annual service charge of
one per cent on amounts withdrawn
and outstanding; maturity of 20 years
including a grace period of five years.

Borrower:
Kingdom of Nepal.

Executing agency:
Ministry of Physical Planning and
Works.

Implementation period:
Six years.

Appraising agency:
Asian Development Bank (AsDB).

Loan administrator:
AsDB.

Co-financiers:
AsDB; International Development
Association; Japan Bank for Interna-
tional Co-operation; Norwegian De-
velopment Co-operation Agency;
Swedish International Development
Agency; Nordic Development Fund;
Japan International Co-operation
Agency; Government of Nepal.

Total cost:
$464m

Project description:
The project comprises the following:
— drilling of 26-km tunnel;
— construction of water diversion
structure, water treatment plant and
bulk distribution system; and
— building 25-km access road, and
upgrading of 29-km main road.

OPEC Meetings

The 104th Meeting of the Board of Gover-
nors was held at the OPEC Secretariat,
Vienna, Austria, on August 28–30, 2001.

The 96th Meeting of the Economic Com-
mission Board was held at the OPEC Sec-
retariat, Vienna, Austria, on September
19–21, 2001.

The Interim Data Exercise Meeting was
held at the OPEC Secretariat, Vienna,
Austria, on September 24, 2001.

The 34th Meeting of the Ministerial Moni-
toring Sub-Committee (MMSC) was held
at the OPEC Secretariat, Vienna, Austria,
on September 26, 2001.

The 117th Meeting of the Conference was
held at the OPEC Secretariat, Vienna,
Austria, on September 26–27, 2001.

The OPEC 40th Anniversary Seminar on
OPEC and the Global Energy Balance: To-
wards a Sustainable Energy Future was held
in Vienna, Austria, on September 28–29,
2001.

August/
September

Secretary General’s diary

A meeting with the staff of the UK office of
Petróleos de Venezuela was held in London,
UK, September 14, 2001.

The 23rd Oxford Energy Seminar was or-
ganized by the Oxford Institute for En-
ergy Studies, and held in Oxford, UK,
September 3–13, 2001.

The 45th Regular Session of the General
Conference of the International Atomic
Energy Agency was organized by the IAEA
and held in Vienna, Austria, September
17, 2001.

Secretariat missions

The Sixth International Forum on Reser-
voir Simulation was organized by the Pe-
troleum Department of the Montan
University, Leoben, Austria and Stanford
University, USA, and took place in Fuschl,
Austria, September 3–7, 2001.

Forthcoming OPEC Meetings

The 36th Meeting of the Ministerial Moni-
toring Sub-Committee (MMSC) will be
held at the OPEC Secretariat, Vienna,
Austria, on November 13, 2001.

The 118th (Extraordinary) Meeting of the
Conference will be held at the OPEC Sec-
retariat, Vienna, Austria, on November
14, 2001.

The 119th Meeting of the Conference will be
held at the OPEC Secretariat, Vienna,
Austria, on March 12, 2002.
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OPEC Ministers, other top-level officials and decision-makers in government and business circles, together with policy advisers in
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among all interested parties in the industry. It regularly features articles by officials of the Secretariat and leading industry observers.
Each issue includes a topical OPEC commentary, oil and product market reports, official statements, and the latest energy and non-
energy news from Member Countries and other developing countries.
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OPEC Annual Statistical Bulletin 2000
This 144-page book, including colour graphs and tables, comes with a 3.5" diskette featuring all the data in the book and more (for
Microsoft Windows only). The book plus diskette package costs $85.

❐ Please send me ................. copies of the OPEC Annual Statistical Bulletin 2000 (book plus diskette)
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is published monthly and a subscription costs $70 for 12 issues. Subscription commences with the current issue (unless otherwise
requested) after receipt of payment.

❐ I wish to subscribe to the OPEC Bulletin for a one-year period

OPEC News Agency
provides a twice-daily news service on energy developments within Member Countries as well as reports from the key world energy
centres. OPECNA also carries up-to-date data and reports prepared by the OPEC Secretariat. Charges depend on the mode of transmis-
sion (e-mail, telefax or post) and location of subscriber.

❐ I would like information on subscription prices to OPECNA

OPEC Monthly Oil Market Report
Published monthly, this source of key information about OPEC Member Country output also contains the Secretariat’s analyses of oil and
product price movements, futures markets, the energy supply/demand balance, stock movements and global economic trends. $525 per
year (including airmail delivery) for an annual subscription of 12 issues.
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quarterly only from the commercial publisher. For details contact: Paula O’Connor, Blackwell Publishers Journals, PO Box 805,
108 Cowley Road, Oxford OX4 1FH, UK. Tel: +44 (0)1865 244083; fax: +44 (0)1865 381381; e-mail: jnlinfo@blackwellpublishers.co.uk;
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