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shows part of a hydrocarbon installation in Algeria,
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Exporting Countries Forum (see Newsline beginning on
page 19). Photo courtesy Sonatrach.
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Forthcoming events
Lisbon, Portugal, May 14–15, 2002,
Lusophone oil & gas 2002: exploration oppor-
tunities, development & energy investments. De-
tails: Global Pacific & Partners. Tel: +27 11
778 4360; fax: +27 11 880 3391; e-mail:
info@glopac.com; Web site: www.petro21.
com/events.

Paris, France, May 21–22, 2002, interna-
tional conference on Sanctioned oil states 2002:
strategies, conflicts, legalities, investments &
issues, sanctioned, marginalized & impacted
states. Details: Global Pacific & Partners. Tel:
+27 11 778 4360; fax: +27 11 880 3391; e-
mail: info@glopac.com; Web site: www.
petro21.com/events.

Saudi Arabia, May 21–22, 2002, The Eastern
Province’s Chamber of Commerce and Indus-
try’s 50th Anniversary Oil and Gas Conference.
Details: ITE Group Plc, 105 Salusbury Rd,
London, NW6 6RG, UK, Tel: +44 (0)207
596 5092/5225; fax: +44 (0)207 596 5111/
5106; e-mail: tariq.mohammed@ite-
exhibitions.com; Web site: www.ite-
exhibitions.com.

London, May 21–24, 2002, course on Fun-
damentals of petroleum refining processes. De-
tails: ENSPM Formation Industrie, 232

Tehran, IR Iran
May 18–19, 2002

4th Iran
petrochemical forum

Details: IICIC Secretariat
Tel: +9821 2048859
Fax: +9821 2044769
E-mail: ifp@iicic.com
Web sites: www.nipc.net
   www.iicic.com

avenue Napoleon Bonaparte, 92852 Rueil-
Malmasion Cedex, France. Tel: +33 1 47 52
61 63; fax: +33 1 47 52 70 41; e-mail:
michael.howard@enspmfi.com; Web site:
www.ifp.fr/enspmfi.

London, UK, May 23–24, 2002, Angola oil
& gas summit. Details: The Bookings Depart-
ment, IBC Conferences, Informa House, 30–
32 Mortimer Street, London W1W 7RE,
UK. Tel: +44 (0)1932 893851; fax: +44
(0)1932 893893; e-mail: cust.serv@informa.
com; Web site: www.ibcenergy.com/angola.

Singapore, May 23–24, 2002, and Doha,
Qatar, May 27–28, 2002, International gas
sales contracts seminar. Details: The Confer-
ence Connection, PO Box 1736, Singapore
911758. Tel: -65 6226 5280; fax: -65 6226
4117; e-mail: info@cconnection.org.

London, UK, May 27–28, 2002, Iran Energy
Forum. 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; Web site:
www.thecwcgroup.com.

Helsinki, Finnland, May 27–29, 2002, 9th

annual Central European gas conference. De-
tails: www.alphatania.com; www.overview-
gas.com.

Darussalam, Brunei, May 27–30, 2002,
Gasex 2002: powering sustainable growth. De-
tails: RAI Group, 226/36-37 Bond Street,
Riviera Tower 1, Muang Thong Thani, Bang-
pood, Pakkred Nonthaburi, 11120 Thailand.
Tel: +662 960 0141; fax: +662 960 0140; e-
mail: gasex@bkkrai.com; www.gasex2002.com.

Houston, Tx, USA, May 30–31, 2002, 6th

annual Worldwide independents forum 2002.
Details: Global Pacific & Partners. Tel: +27
11 778 4360; fax: +27 11 880 3391; e-mail: info
@glopac.com; Web site: www.petro21. com/
events.

London, UK
May 2–3, 2001

Nigeria oil and gas 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
www.ibcenergy.com/eq1090

Kuwait appoints new
Acting Minister of Oil

Kuwait has appointed the country’s Min-
ister of Infor-
mation, HE
Sheikh Ahmad
Fahad Al-
Ahmad Al-
Sabah (pict-
ured here), as
Acting Min-
ister of Oil.
The move
follows the

Kuwaiti government’s acceptance of the
resignation of HE Dr Adel K Al-Sabeeh
in the wake of a recent explosion at a
gathering centre in Kuwait. Born in 1963,
the new Acting Minister has a degree in
political science from the University of
Kuwait, an Hon PhD in International
Law from Dong-A University in South
Korea and an Hon PhD from the US
Academy of Sports. He is also Chairman
of the National Council for Culture, Arts
and Letters, and has held numerous high-
level posts in the world of sport.

Montreux, Switzerland, June 3–5, 2002,
Montreux Energy Roundtable XIII, Invest-
ment in a world of uncertainty & volatility.
Details: Richard McKenn, President,
Montreux Energy, BIN SA, 11 Route de
Drize, PO Box 1811, 1227 Geneva, Switzer-
land. Tel: +41 22 827 2338; fax: +41 22 827
2340; e-mail: richard@wat.ch; Web site: www.
montreuxenergy.com.

Baku, Azerbaijan, June 4–7, 2002, Caspian
oil & gas 2002 — new focus on opportunity for
contracting and supply companies. Details:
Spearhead Exhibitions, Coombe Hill House,
Beverley Way, London SW20 0AR, UK. Tel:
+44 (0)20 8949 9222; fax: +44 (0)20 8949
9868; e-mail: caspian@spearhead.co.uk;
www.caspianoilgas.co.uk.

Monte Carlo, Monaco, June 6–7, 2002,
2002 European oil refining conference & exhi-
bition. Details: DRI WEFA, Wimbledon
Bridge House, 5th Floor, 1 Hartfield Road,
London SW19 3RU, UK. Tel: +44 (0)20
8544 7904; fax: +44 (0)20 8544 7809; e-
mail: karen.yarranton@dri-wefa.com; Web
site: www.dri-wefa.com.

Kuala Lumpur, Malaysia, June 9–11, 2002,
Asia oil & gas conference. Details: The Con-
ference Connection, PO Box 1736, Singa-
pore 911758. Tel: -65 6226 5280; fax: -65
6226 4117; e-mail: info@cconnection.org;
Web site: www.cconnection.org.

London, UK, June 17–19, 2002, Production
separation systems. Details: The Bookings De-
partment, IBC Conferences, Informa House,
57–61 Mortimer Street, London W1N 8JX,
UK. Tel: +44 (0)20 7637 4383; e-mail: cust.
serv @informa. com; Web site: www.
ibcenergy. com.

Moscow, Russia, June 25–26, 2002, MIOGE
2002, 11th Moscow international oil & gas
conference. Details: ITE Oil & Gas. Tel: +44
(0)207 596 5233; fax: +44 (0)207 596 5106;
e-mail: oilgas@ite-exhibitions.com; Web site:
www.ite-exhibitions.com/og.
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Focusing on fundamentals
Making the right decision in today’s international oil markets

demands a clear-headed analysis of many complex factors
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The international oil markets, by their
very nature, are highly complex and
difficult to predict. The number

and variety of interlinking factors that can
influence price movements has become so
large that no-one can claim to have a com-
plete overview of the market. Add to the
mixture the herd mentality of a large
number of speculative traders willing to
buy or sell as the smallest nugget of seem-
ingly insignificant information flashes onto
their screens, and it is easy to understand
why price movements are often exagger-
ated, counter-intuitive or sometimes even
seem to defy all common sense. In an envi-
ronment where the wrong decision (or the
right decision made a moment too late) can
cost a company many millions, no-one
wants to risk being left out in the cold.

This is the reality that the OPEC Oil
and Energy Ministers have to take into con-
sideration whenever they meet to decide on
the production levels needed to achieve
market stability. Things were no different
when the Ministers gathered in Vienna in
March for the 119th Meeting of the Con-
ference — in fact, if anything, there were
even more factors to analyze than usual. A
few months previously, OPEC and five
non-OPEC oil-producing nations (Angola,
Mexico, Norway, Oman and Russia) had
reached an understanding to co-ordinate
output, reducing it by almost 2 million b/d,
in the face of the global economic slowdown,
which was only exacerbated by the events
of September 11 last year.

By March this year, however, the pic-
ture had changed somewhat. For one thing,
US economic prospects were starting to look
brighter than they had for quite some time.
It is often said that if the US economy
sneezes, the rest of the world catches a cold.
The converse also holds true to a large ex-
tent — when the US economy picks up,
the rest of the world starts to feel much
better. Some analysts therefore saw im-
proved prospects for a recovery in oil de-
mand, albeit a relatively modest one.
Meanwhile, on the supply side, the increas-

ing tension in the Middle East caused fears
among traders that supplies from the region
might be disrupted, for whatever reason.

Thus, in the run-up to the OPEC Meet-
ing in March, there were numerous voices
— as there often are on such occasions —
calling for the Organization to increase its
oil output. In addition, this time there was
also considerable clamour on the domestic
front in the five non-OPEC nations that
had agreed in December to co-operate in
order to restabilize the market. Numerous
calls were heard for them not to extend
their cuts into the second quarter of the
year. The pressure exerted from some quar-
ters was intense.

Nonetheless, having chosen the path of
co-operation in order to achieve and main-
tain a stable market in the final months of
last year, the non-OPEC producers com-
mendably chose to stay firmly on that path,
as dictated by fundamentals. Their deci-
sion to continue with their production re-
straint — in the face of increasingly strident
calls for them not to do so — is one that is
appreciated and applauded by OPEC. The
Organization itself also refused to be swayed,
but instead simply chose to do what it has
done so often: to conduct a detailed and
thorough analysis of the market, and to
make a prudent decision based on the con-
clusions.

This ability to focus on fundamentals
has always been and continues to be one of
OPEC’s great strengths. Away from the
hurly-burly of the international oil markets,
calm reflection is possible and decisions
are made on a solid and sensible basis. With
the world economic recovery still fragile,
and the second quarter always one of slack
oil demand, it would have been exceed-
ingly risky, to say the least, to have released
more oil onto the market. The danger of
an oversupplied market and a subsequent
price slump would have been considerable.
But by focusing on fundamentals — some-
thing at which OPEC excels — such risks
can be minimized and market stability
maintained.
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The Organization of the Petroleum
Exporting Countries is a grouping
of eleven developing countries from

various regions around the world — the
Middle East, Africa, Latin America and
Asia. Our Members not only have rich and
varied histories, but also represent a great
variety of cultures, ethnicities, religions
and so on.

Nevertheless, they all have one thing
in common: the defence of their legitimate
rights to their main natural resource — oil;
and the fact that their economies are heav-
ily reliant on revenues from the sale of
crude oil and natural gas.

This reliance is more than just a matter
of economics: for our Members, it is quite
literally a matter of survival. Hampered by
what in many cases amount to single-
product economies, they are uniquely vul-
nerable to fluctuations in the oil price,
especially a prolonged period of low oil
prices, such as was witnessed in 1998 and
early 1999.

Recognizing the vital strategic impor-
tance of oil — and oil being an exhaustible
natural resource — the OPEC nations
therefore seek to stabilize its price on the
international oil markets. The mechanism
which they employ to do this is to regulate
their output of crude oil, in order to strike
a balance between supply and demand,
and, given favourable market conditions,
stabilize prices in a range of $22–28/bar-
rel.

It is important to note that such mar-
ket stabilization measures extend not only
to restraining oil output when prices
threaten to fall, but also to increasing it
when prices are too high. OPEC is often
portrayed in the media as irresponsible
and greedy, acting only in its own inter-
ests.

The nature of the relationship
between major oil producers, such
as the OPEC nations and Russia
and the other republics of the
former Soviet Union, has been
transformed from one based on
mutual mistrust to one based on
mutual co-operation, writes OPEC
Secretary General, HE Dr Alí
Rodríguez Araque, in this
article.*

* Based on Dr Rodríguez Araque’s address to
the International Institute for the Fuel and
Energy Complex (MITEC) of the Moscow
State Institute for International Relations
(MGIMO), Moscow, Russia, on March 5,
2002.

Yet often the same media will neglect
to mention that during the year 2000,
when price increases threatened to spiral
out of control, the Organization boosted
output on no less than four occasions in an
attempt to moderate prices.

Notwithstanding this, the fact that
OPEC’s actions benefit not only produc-
ers, but also consumers of oil, is increas-
ingly recognized, and to a great extent is
reflected in the fact that several oil-pro-
ducing nations, which are not themselves
Members of the Organization, have co-
operated with us in recent years in regulat-
ing their own oil output in order to help
stabilize prices. This happened in the spring
of 1999 and again at the end of last year,
when a serious imbalance arose in the oil
market.

Loss of confidence
This imbalance was the result of an

excess of supply over demand in the oil
market. The world economy was on a
shaky footing even before the tragic events
of September 11, and as the scale of the
economic damage and loss in consumer
confidence which resulted from that terri-
ble day became clearer, it was ever more
apparent that only dramatic cuts in world
oil output could prevent a price collapse,
and that this burden could no longer be
carried by the OPEC nations alone.

That was why OPEC, meeting in No-
vember last year, agreed to cut a further 1.5
million b/d of output on top of the 3.5m
b/d it had already cut during 2001, but
only on the condition that non-OPEC
nations shared the burden and also made
substantial cuts.

Happily, several non-OPEC nations
— prominent among them Russia, and
also including Norway, Mexico, Oman

OPEC’s perspective on energy
in Russia and Europe
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and Angola — understood the gravity of
the situation and took the necessary ac-
tion, contributing cuts amounting to more
than 460,000 b/d.

That was also the reason why I and
some of my distinguished colleagues,
among them some of the OPEC Oil and
Energy Ministers, visited Moscow in
March: to discuss the importance of con-
tinuing co-operation between all oil pro-
ducers in support of oil market stability.
The current fragile state of the world
economy leaves us little margin for error in
our efforts to maintain a balance between
supply and demand, and it is therefore
crucial that all oil-producing nations — of
which Russia is one of the most important
— co-ordinate their policies in order to
maintain a balance in the market.

Oil’s early history
Oil first gained strategic importance in

the early years of the twentieth century. It
replaced coal as the engine of industrial
growth, and the rise of the automobile and
air travel meant the world rapidly became
thirstier and thirstier for oil every day. The
governments of the industrialized nations
quickly realized they needed access to se-
cure supplies of oil, both in peacetime and
in the event of war.

Where to find this oil? The USA had
reserves of its own, but in Europe, the only
possibilities were the Soviet Union (as
it then was) and, to a lesser extent, Roma-
nia (for at that time, oil exploration
and production technology was not suffi-
ciently advanced to make the North Sea an
option).

The European governments — acutely
conscious that any country which found
itself short of oil would be economically
handicapped — therefore set about search-
ing for sources of oil.

As it turned out, oil was to be found,
principally in what we today call the devel-
oping nations, above all in the Middle
East, and where the European powers
were able to exert influence, if not colonial
governance. Thus, countries such as the
UK, the Netherlands, France and Italy
became involved in concessions in re-
source-rich developing nations, backing
their private companies or participating in
them as shareholders, or in some cases
founding and promoting state companies.
The only exception to this rule was the

USA, which is the only major producing
and consuming nation that has never
had a public oil company. The USA did,
however, strongly back its private compa-
nies in their bid to get into the Middle
East.

To cut a long story short, the vast
majority of the reserves that were found
were in the Middle East. The eventual
outcome was a situation in which the
major international oil companies of Eu-
rope and America — known at that time as

the ‘Seven Sisters’ — established what
amounted to effective control over the oil
riches of many developing nations in the
Middle East, Latin America, Africa and
Asia, including many of the nations that
were later to form OPEC.

Control also meant, of course, that the
industrialized countries set the rules ac-
cording to which the developing nations
should be paid for their oil. Not surpris-
ingly, the oil-exporting countries soon disa-
greed, and claimed their right to use the
one resource they had in abundance —
crude oil — in order to further their eco-
nomic development and meet the needs of
their growing populations.

It was this situation, of course, that
gave rise to the birth of OPEC in 1960.
Reacting to a cut in the price of crude by
the Seven Sisters that further reduced their
fiscal revenues from oil, five nations —
Iran, Iraq, Kuwait, Saudi Arabia and Ven-
ezuela — met in Baghdad in 1960, where
they formed OPEC to defend their inter-
ests.

The stage was thus set for what may be
described as a tug-of-war, part of the strug-
gle not only for independence from the
former colonial masters, but for control
over the vast natural resources of these
nations.

Over the next decade, OPEC added
more Members, eventually reaching a to-
tal of 13. However, it was not until the
1970s, when there was a wave of oil indus-
try nationalizations throughout the devel-
oping world, and the first significant
adjustments in the oil price took place,
that the Organization took its rightful
place on the world stage.

In fact, the 1970s were something of a
mixed decade for OPEC. The Organiza-
tion’s Members certainly succeeded in es-
tablishing control over their own resources
and in obtaining a fairer price for their oil,
but this was accomplished only at the cost
of a great deal of hostility and mutual
suspicion between OPEC and the West.

It is a negative image that to some
extent still dogs the Organization to this
day, even though we are working very hard
to dispel some of the myths that surround
OPEC.

Era of partnership
In any case, as far as the relationship

between OPEC, Russia and Europe is
concerned, I am glad to say that the era of
confrontation and mutual suspicion of the
1970s is gone. Today the relationship
between all of us can be considered as a
partnership with many and varied aspects.
It goes without saying that Europe as a
region consumes vast amounts of oil and
gas. Of course, Russia is one of Europe’s
principal suppliers, as indeed are Norway
and the UK — not forgetting, of course,
the OPEC nations.

One might therefore think that there
would be fierce competition between the
various parties. In fact, we believe that if
the market is sensibly managed, there is
room for everybody. Nobody has to lose

‘It is crucial that
all oil-producing
nations, of which
Russia is one
of the most
important,
co-ordinate their
policies in order
to maintain a
balance in the
market.’
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out. In fact, if we can agree to maintain the
co-operation that currently exists, we can
create a win-win situation.

Notwithstanding the current weak-
ness of the global economy, the long-term
prospects for world economic growth, and
hence for energy demand, remain good.

Despite the fruitfulness of the existing
partnership, there are some aspects of Eu-
ropean energy policy which concern us.
These include the exorbitant level of fuel
taxation in many European countries, and
various aspects of European energy legisla-
tion, including the Energy Charter Treaty.
These issues bear a closer examination.

Excessive fuel taxation
Everyone in the industrialized world

is, to a greater or lesser extent, a consumer
of oil and its products, and one of the most
important of these products is gasoline. Of
course, there are some parts of the world
where taxation levels on gasoline are not
particularly extreme.

Nevertheless, there are some countries
in Western Europe where around three-
quarters of the pump price can be ac-
counted for by tax! Yet OPEC is often
blamed by Western politicians for high
petrol prices, as if the cost of crude, and
not taxation, were the main component of
the final price of products.

Why should this concern OPEC? For
one thing, it is most unfair that the Or-
ganization should be made a scapegoat for
high prices, when it is really some govern-
ments in the consuming countries that are
cashing in.

For another, the justification often
used by these governments, that this high
level of taxation helps to discourage con-
sumption of a so-called ‘dirty’ fuel sup-
plied by ‘unreliable’ Third World nations
that are vulnerable to supply disruptions,
merely perpetuates an outdated and inac-
curate image of the oil-producing devel-
oping countries.

If excessive taxation of oil products is
one aspect of energy legislation which

Soviet Republics that have significant hy-
drocarbon reserves — and by extension,
also for the OPEC Members — to use
those natural resources as a lever to en-
hance their national development.

Optimism for the future
Despite the various concerns raised in

this article, we remain highly optimistic as
regards the prospects for the future of the
relationship between OPEC, Russia and
the nations of Europe. In our discussions
to date with the Russian government and
senior oil industry officials, we have all
been able to agree on the need for oil
market stability. We are therefore opti-
mistic that there is great scope for the
further development of this partnership.

Additionally, the Western European
countries that are currently supplying oil
to Europe have limited reserves. North Sea
oil production is expected to peak and
then begin a gradual decline in a few years.
There will thus be a need for the oil and gas
reserves of Russia, the Republics of the
Commonwealth of Independent States
(CIS) and the OPEC Members to be
brought to market in a way that does not
destabilize prices in international markets.

In other words, although Russia and
OPEC might view each other as potential
competitors, there is no need for us to view
the relationship as an adversarial one. With
the agreement by Russia to restrain ex-
ports in order to help stabilize the market,
we have already taken significant steps
towards the development of a long-lasting
and mutually beneficial partnership be-
tween us.

We will therefore continue to make
every effort to further develop this prom-
ising partnership between Russia and the
OPEC nations. If each side remains will-
ing and able recognize the benefits of co-
operation, and thus to act in a manner that
contributes to stability in the international
oil market, we see no reason why this
partnership cannot continue to become
an ever-more fruitful one.

‘OPEC and
Russia have
already taken
significant steps
towards the
development of a
long-lasting and
mutually
beneficial
partnership.’

concerns OPEC, another is the Energy
Charter Treaty. This lengthy document,
which emerged from the collapse of the
Soviet Union, aims to set out a legal frame-

work for Europe’s energy needs. However,
it is noticeable that there are several aspects
of the Treaty which are worrying to OPEC.

For example, the Treaty seeks to en-
sure that oil-producing nations cannot
attach any conditions (or, to use the ap-
propriate WTO jargon, trade-related in-
vestment measures) to investment in their
energy industries.

In other words, the energy-rich coun-
tries cannot specify, as a condition of any
contract, that, for example, a certain per-
centage of the work should be carried out
by domestic firms, or that there should be
a related transfer of technology, or enforce
any other similar conditions.

Clearly, this makes it harder for na-
tions such as Russia and the other former
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Vienna, Austria, March 1, 2002

A top-level OPEC delegation is to begin
two days of talks on Monday (March 4)
with their Russian counterparts on meas-
ures to ensure stable and reasonable oil
prices during the second quarter of this
year.

OPEC President Dr Rilwanu Lukman,
Secretary General Dr Alí Rodríguez Araque
and Director of Research Dr Adnan
Shihab-Eldin, will urge senior Govern-
ment and energy officials, from the world’s
second-largest oil-producing nation, to
extend its policy of restricting crude oil
exports into the second quarter. This will
be to maintain market stability, in view of
the expected seasonal weakness in the next
three months.

Late last year, Russia, along with some
other leading non-OPEC producers, of-
fered strong support for OPEC’s market-
stabilizing initiatives, by agreeing to cut its
crude oil exports by 150,000 barrels/day,
with effect from January 1.

However, Russia indicated that its de-
cision covered only the first quarter of
2002, but that it would review prevailing
market conditions before deciding whether
to extend export restrictions to the middle
of the year.

“We welcome the contribution that
Russia and other non-OPEC producers
are making towards stabilising oil prices,”
Shihab-Eldin said recently. “This is ex-
actly the kind of co-operation we in OPEC

are attempting to foster.” He maintained
that the welfare of the international oil
market was the responsibility of all pro-
ducers.

During the talks, OPEC will review,
with Russia, its oil market outlook, espe-
cially the supply and demand balance, and
will seek to ascertain what action Russia
plans to take during the second quarter.

“It is imperative that the cuts already in
place are continued into this period, to
ensure that a concrete floor remains firmly
under prices ahead of the summer months,”
Shihab-Eldin added.

Earlier this week (February 27), Con-
ference President Lukman welcomed a
decision by the Government of another
leading non OPEC  producer, Norway, to
carry over its first-quarter commitment to
cut output by 150,000 b/d to the second
quarter.

“In taking this action, “he said, “Nor-
way will be greatly supporting OPEC’s
efforts to balance global supply and de-
mand, which is necessary for stabilising
crude oil prices.”

If other leading non-OPEC producers
followed Norway’s example, “a concerted
and coordinated effort can be sustained in
the market, at least for the first half of this
year,” Lukman added.

There is, however, a growing consen-
sus among forecasters that the world
economy will begin to recover in the sec-
ond half of this year, increasing the call on
oil and triggering a rebound in prices.

“Co-operation is necessary to main-
tain stability in the market until well into

2003, by which time sufficient demand
may have developed to allow both OPEC
and non- OPEC producers to relax reduc-
tions,” says Secretary General Rodríguez
Araque.

Other visits to Moscow are planned by
senior officials from OPEC Members Al-
geria and Venezuela, in the build-up to the
forthcoming Meeting of the OPEC Con-
ference, which begins on March 15 in
Vienna, Austria.

Background information
OPEC reduced production by a total

of 3.5 million b/d last year, in a bid to
stabilise the oil market, which was then
thrown into turmoil by the events of 11
September.

Within a month, the price of OPEC’s
Reference Basket had fallen by around
$5/b from the near-$25/b average of the
first eight months of 2001; further falls in
the ensuing weeks took the price briefly
below $17/b.

OPEC’s Conference in mid-Novem-
ber agreed to cut output by an additional
1.5m b/d for six months from January 1
2002 — making a total reduction of 5m
b/d — but only if non-OPEC responded
with a commitment to a total cut of ten per
cent of that figure. When non-OPEC fi-
nally made such a commitment, to the
tune of 462,000 b/d, OPEC implemented
its new agreement.

This eased the pressure on prices. So
far this year, the Basket price has averaged
around $18.5/b, well above the averages
for November and December.

OPEC and Russia in talks on second-quarter
market-stabilization measures

P R E S S  R E L E A S E



8 OPEC Bulletin

C O N F E R E N C E  N O T E SC O N F E R E N C E  N O T E S

119th Meeting of the Conference
March 15, 2002, Vienna, Austria

No 2/2002
Vienna, Austria, March 15, 2002

Opening address to the
119th Meeting of the OPEC Conference

by HE Dr Rilwanu Lukman
President of the Conference, and

Presidential Adviser on Petroleum
and Energy, Nigeria

Welcome to the 119th Meeting of the
OPEC Conference, which is held, once
again, at our Secretariat in Vienna. On
behalf of Your Excellencies, I should like
to extend a special welcome to HE Sheikh
Ahmad Fahad Al-Ahmad Al-Sabah, the
Acting Minister of Oil for Kuwait, who is
attending this Conference for the first
time, as Head of his country’s Delegation.
We look forward to his involvement in our

discussions at this and other OPEC Meet-
ings. We should also like to express our
thanks to his predecessor, HE Dr Adel K
Al-Sabeeh, and to wish him every success
in the future.

“A week is a long time in politics,” a
famous statesman once remarked. How
appropriate such a statement would have
been in today’s international oil market! If
this Meeting of the Conference had been
held, let us say, three weeks ago, it would
have had a very different complexion to
it. At that time, as we were approaching
the end of a generally mild Northern Hemi-
sphere winter, there were widespread fears
about the already weak oil price structure
coming under further sustained pressure
from the predicted traditional downturn
in the second-quarter oil demand. Prices,
after all, had already fallen by around

$6–7/barrel since the tragic events of
September 11.

But now, as we stand on the threshold
of the second quarter, we find ourselves in
a situation where there are grounds for
cautious optimism, with regard to the mar-
ket’s near-term outlook. Prices have ral-
lied over the past fortnight, with OPEC’s
Reference Basket of seven crudes pushing
past the psychological $20/b mark on Feb-
ruary 28 for the first time since the second
week of October — that is a period of four
and a half months. They have since gone
on to penetrate the lower limit of OPEC’s
price band, of $22–28/b. Why has this
happened?

The first reason is the high level of
compliance by our Member Countries
with the decision we reached at the end of
last year, to reduce our output by an addi-

Below: The Delegations pictured just before the start of the Conference.
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tional 1.5 million barrels a day, with effect
from January 1. Taken together with ear-
lier OPEC agreements, this meant an over-
all reduction of 5m b/d over the 11-month
period beginning on February 1, 2001.
The purpose of these measures was to

prevent a damaging downward spiral in
the oil price. Let us not forget, at this point,
that OPEC has been prepared to act in
both directions, in order to bring about a
stable oil market, with fair and reasonable
prices. In the year 2000, when there was

Above: See here together are (l-r) the United Arab Emirates’ Minister of Petroleum and Mineral
Resources, HE Obaid bin Saif Al-Nasseri; Libya’s Secretary of the People’s Committee of the NOC, HE
Dr Abdulhafid Mahmoud Zlitni; Saudi Arabia’s Minister of Petroleum and Mineral Resources, HE
Ali I Naimi; and Nigeria’s Presidential Adviser on Petroleum & Energy and President of the
Conference, HE Dr Rilwanu Lukman.

Below: Iran’s Minister of Petroleum, HE
Bijan Namdar Zangeneh (l) and Qatar’s
Minister of Energy and Industry, HE
Abdullah bin Hamad Al Attiyah (r).

Below: It’s all smiles for OPEC Secretary General, HE Dr Alí Rodríguez Araque (r); Nigeria’s
Presidential Adviser on Petroleum & Energy and President of the Conference, HE Dr
Rilwanu Lukman (c); and the Chairman of the Board of Governors, HE Suleiman Jasir Al-
Herbish of Saudi Arabia (l).

excessive upward pressure on the price,
OPEC increased output on four occa-
sions, by a total of 3.7m b/d, to bring
prices down to reasonable levels, within
our price band. Our actions were effective
then, just as they have been effective now
in the opposite situation.

The second reason for the brighter
prospects for oil prices has been the sup-
port our actions have received from many
leading non-OPEC oil producers. The
agreement reached in Cairo in December,
for an overall production/export cut of
462,500 b/d by non-OPEC producers, in
support of OPEC’s cumulative 5m b/d
output reduction, had an immediate effect
on prices; it prevented further falls and
provided a base from which prices could
strengthen as the economic outlook
improved. The average monthly price
of OPEC’s Basket rose from around
$17.5/b in both November and Decem-
ber to $18.3/b in January and $18.9/b in
February.

Even so, as is well known, seasonal
factors lead to a drop in demand in the
second quarter of every year. If the major
producers do not maintain the present
level of output, when stocks are still high
and many smaller producers are increasing
their activities, the market could again be
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flooded with crude and the impact on
prices might, once more, be negative.
This is why OPEC has been calling for
non-OPEC producers to maintain their
support until June. The recently ex-
pressed willingness of these producers
to do this is already sending a favour-
able signal to the market. This has been
greatly welcomed by our Organization.
It is, indeed, with much pleasure that
we greet distinguished officials from six
non-OPEC oil-producing nations, who
are here as observers. They come from
Angola, Egypt, Mexico, Oman, Russia
and Syria.

At the same time as this is happen-
ing, there are new, encouraging signs
about the global economic recovery.
There has, for some time, been a con-
sensus among forecasters that the world
economy will begin to recover in the
second half of this year, increasing the
call on oil and triggering a rebound in
prices. But this may, in fact, be happen-
ing earlier than expected. Recent com-
ments by the United States’ Federal
Reserve Chairman, Alan Greenspan,
that a US economic recovery was “well
under way”, together with the release of
encouraging employment figures, have
generated a new optimism in the eco-
nomic outlook that extends beyond the
borders of the world’s leading industr-
ialised nation. However, it is early days
yet; the messages about the global eco-
nomic outlook are still, to some extent,
ambiguous and should, therefore, be
treated with caution.

Let me say at this point that OPEC
is greatly concerned about current in-

Left: Venezuela’s Minister of Energy and
Mines, HE Alvaro Silva Calderón (l),
listens to the country’s OPEC Governor,
Dr Gloria Mirt Hernández (r).

Below: Indonesia’s Minister of Energy
and Mineral Resources, HE Dr Purnomo
Yusgiantoro (seated r), speaks to the press.

Bottom of page: The Head of the Egyptian
Delegation, HE Sameh Shoukry (c), ad-
dress the Conference. He is flanked by the
Heads of Delegation of Angola, HE Jose
Mara Botelho de Vasconcelos (l) and
Mexico, HE Ing Juan Antonio Bargés (r).
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ternational tensions, particularly in the
Middle East. We hope that there can be
peaceful, timely resolutions of all the con-
flicts that are affecting the lives of vast
numbers of people in this troubled period.
Such conflicts threaten to destabilise the
global economy just at the time when its
general outlook is improving. They may
also distort realities in the markets. In the
specific context of the international oil
market, therefore, let me make the follow-
ing point quite clear — OPEC remains
committed to steady, secure supplies of oil
at all times, with prices that balance the
interests of producers and consumers.

What prices are we talking about? Let
us turn the clock back to January–August
last year, when the average price of OPEC’s
Basket was almost $25/b, which was right
in the middle of our price band. Indeed,
the monthly average price stayed within a
narrow range of $23.7/b and $26.3/b
throughout that eight-month period. In
other words, we had prices which were
both sustainable over a long period and
acceptable to the market at large. And then
came the shock of September 11, which
had a highly disruptive impact throughout
the global economy. Within a fortnight of
that fateful day, the Basket had fallen by
$5/b; it then lost another $2/b in the

following weeks. A further spiralling down-
wards was only prevented by effective and
timely OPEC action, supported by non-
OPEC. Much of the economic effect of
September 11 appears to have worked its
way through the system; yet oil prices are
still well below the levels that were main-
tained over the eight-month period prior
to those tragic events in the USA. There-
fore, there is every reason to believe that
prices will continue to strengthen in the
coming weeks and months, as they ap-
proach longer-term sustainable and widely
acceptable levels.

All in all, therefore, as we begin today’s

Left: The Head of the Omani Delegation, HE
Salim Mohammed Al-Riyami (seated l), listens to
his Syrian counterpart, HE Dr Ibrahim Haddad
(next to him), address the gathering.

Below: The Head of the Russian Delegation, HE
Oleg G Gordeev (nearest camera), addresses the
opening of the Conference.
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Meeting of the Conference, we are cau-
tiously optimistic about the near-term
outlook for the international oil market.
The very purpose of our gathering is to
ensure that we gain a thorough insight into
current developments. As usual, we are
well-supported in our endeavours by the
research carried out by the Secretariat since
our last Conference. We must, therefore,
ensure that we reach decisions which will
enable the market to function in a healthy
equilibrium in the coming months,
balancing the requirements of producers
and consumers in a fair and reasonable
manner.

In this regard, we shall continue to
count on the support and cooperation of
our non-OPEC partners, since this is ulti-
mately to the mutual benefit of all produc-
ers, without exception.

No 3/2002
Vienna, Austria, March 15, 2002

119th Meeting of the
OPEC Conference

The 119th Meeting of the Conference of
the Organization of the Petroleum Ex-
porting Countries (OPEC) convened in
Vienna, Austria, on March 15, 2002, un-
der the Chairmanship of its President, HE
Dr Rilwanu Lukman, Presidential Ad-
viser on Petroleum & Energy of Nigeria
and Head of its Delegation.

The Conference extended a warm wel-
come to HE Sheikh Ahmad Fahad Al-
Ahmad Al-Sabah, , , , , Acting Minister of Oil
of the State of Kuwait, and to all other
Heads of Delegation.

The Conference welcomed high-level
representatives from Angola, the Arab Re-
public of Egypt, Mexico, the Sultanate of
Oman, the Syrian Arab Republic, and the
Russian Federation, whose presence at the
Meeting is seen as confirmation of their
solidarity with the objectives of the Or-
ganization to stabilize the market.

The Conference renewed the expres-
sion of its appreciation of the pledges
made by Angola, Mexico, Norway, Oman
and the Russian Federation and re-
cognized their contribution made so far to
the Organization’s efforts to stabilize the
market.

The Conference reviewed the Secre-
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tary General’s report, the report of the
Economic Commission Board, the report
of the Ministerial Monitoring Sub-Com-
mittee (MMSC), and various administra-
tive matters.

The Conference also reviewed the cur-
rent market situation and its immediate
prospects, and noted the encouraging signs
of world economic recovery and its effect
on the oil market. The Conference further
noted the positive market consequences of
the actions taken by OPEC and non-
OPEC producers to bring about stability
to the market.

In view of the uncertainties and the
seasonal, low demand in the second quar-
ter, Member Countries strongly empha-
sized their firm commitment to their
Agreements of November and December
2001, until June 30, 2002, and expressed
commitment to continue maintaining full
compliance. They further urged non-
OPEC producers/exporters to continue to
co-operate in efforts to maintain market
stability.

The Conference agreed that market
conditions should continue to be closely
monitored and decided to hold an Ex-
traordinary Meeting of the Conference in
Vienna, Austria, on Wednesday, June 26,
2002, in order to review the situation.

The Conference expressed its appre-
ciation to the Government of the Federal
Republic of Austria and the authorities of
the City of Vienna for their warm hospital-
ity and the excellent arrangements made
for the Meeting.

Top left: The Chairman of the Board of Gover-
nors, HE Suleiman Jasir Al-Herbish of Saudi
Arabia (l), in discussions with the Head of the
Iraqi Delegation, HE Taha H Mosa (c) and the
country’s OPEC Governor, Dr Mussab H Al-
Dujayli (r).

Centre left: Nigeria’s Ambassador to Austria, HE
Abdulkadir Bin Rimdap (l), is seen here with the
country’s ECB Representative, Mohammed S
Barkindo.

Bottom left: Qatar’s Minister of Energy and
Industry, HE Abdullah bin Hamad Al Attiyah
(l), talks to Kuwait’s Acting Minister of Oil and
Minister of Information, HE Sheikh Ahmad
Fahad Al-Ahmad Al-Sabah (r).

Above: The Head of OPEC’s Energy Studies
Department, Dr Rezki Lounnas (l), makes a
point to Algeria’s Minister of Energy & Mines,
HE Dr Chakib Khelil (r).

Below: The Head of OPEC’s PR & Information
Department, Farouk U Muhammed mni (r),
reads the communiqué at the closing press confer-
ence. Also pictured are Dr Rodríguez Araque (c),
Dr Lukman (second r), the Director of OPEC’s
Research Division, Dr Adnan Shihab-Eldin (l),
and the Head of the Secretary General’s Office,
Karin Chacin (second l).
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Left: Dr Rodríguez Araque (nearest
camera), answers a journalist’s question as
Dr Lukman (c) and Mr Muhammed (r)
listen.

Below: The press room was packed as usual.

The Conference passed Resolutions
that will be published on April 15,
2002, after ratification by Member
Countries.

The next Ordinary Meeting of the
Conference will be convened in Vi-
enna, Austria, on Wednesday, Septem-
ber 18, 2002.
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Opening remarks by
Farouk U Muhammed, mni

Head, PR & Information Department

Excellencies, distinguished media col-
leagues, ladies and gentlemen, thank you
all so much for being here with us this
evening. As our Media Relations Officer,
Dr Abdulrahman Al-Kheraigi, said ear-
lier, good things take time to materialize.
We are here this evening, ladies and gen-
tlemen, to recognize and appreciate pro-
fessional excellence. When the idea of the
first ever OPEC long service awards for
journalists covering the Organization was
mooted, the Public Relations and Infor-
mation Department packaged and sent its
recommendation to the Secretary Gen-
eral, who graciously approved. Prepara-
tions got under way, and that is why we are
here.

Twenty-five years of continuous OPEC
coverage was the criteria used by the or-

ganizing committee in selecting the jour-
nalists for the award. A total of eight
veterans were so chosen. But of course, we
appreciate the professional and dedicated
service that that has been and is being
provided by our other colleagues who have
been reporting on OPEC for many years.
We appreciate that it is not easy for our
colleagues to go through the daily activities
of reporting on OPEC in particular, and
the energy sector in general. Believe me, I
know what I am talking about when I say
reporters and editors are always striving to
meet deadlines, sometimes, extremely tight
deadlines.

I have gone through these rigours my-
self. As Deputy Editor of the Daily Times,
Nigeria’s 75-year-old newspaper (pub-
lished since June 1, 1926) I remember the
type of deadline pressures that I endured.
And when I became Editor of the Daily
Times, I of course exerted tremendous
deadline pressure on my reporters, subs,

and so on through the production process.
Always struggling to beat deadlines is never
an easy task for journalists. Thus, we wel-
come and salute you, and we greatly appre-
ciate what you have been doing
professionally for OPEC and the oil in-
dustry.

I urge you, dear colleagues, to always
bear in mind and to keep in focus, that
basic tenet of our profession, which in-
cludes objectivity, courage, fairness, and of
course, factual reporting. Once again, thank
you and have a very pleasant evening.

Address by
HE Dr Alí Rodríguez Araque,

Secretary General, OPEC

It is my pleasure and honour to welcome
you all to this first ever OPEC awards
ceremony for those veteran journalists who
have been covering the activities of our
Organization for the past 25 years, which
was the period that the organizing com-
mittee established as the cut-off point.

As we recognize the 25 veteran jour-
nalists who have given OPEC such meri-
torious coverage, so also do we salute their
colleagues who have reported our activities
to the world, for the past 20, 15 and 10
years or less.

In a way, I can say that there is a
commonality of interest between OPEC
and our journalist friends. While OPEC
pursues its cardinal objective of stabilizing
the oil market, the oil trade press, of which
you are the core representatives, maintains
a constant focus on our activities as well as
the market itself.

Thus, it would be proper to say that
both OPEC and yourselves have been
marching on for four decades now, each
carrying out his responsibilities regarding
the same subject, that is, the oil market.

The Head of OPEC’s PR & Information Department, Farouk U Muhammed, mni, opens the awards
ceremony. Seated are the Secretary General, HE Dr Alí Rodríguez Araque (second r) and the President
of the Conference and Nigeria’s Presidential Adviser on Petroleum & Energy, HE Dr Rilwanu Lukman
(r), while looking on is OPEC’s Media Relations Officer, Dr Abdulrahman Al-Kheraigi (l).

M E D I A  A W A R D S

OPEC honours long-serving oil industry
journalists at special awards ceremony

Hotel Intercontinental, Vienna, March 16, 2002



M E D I A  A W A R D S

16 OPEC Bulletin

Indeed, your tasks are both mentally
and physically taxing. Within the context
of healthy competition, you always strive
to achieve speed and accuracy, in order to
beat your respective deadlines. Certainly,
this is not an easy task.

We admire and appreciate your dedi-
cation to duty as you analyse, interpret and
report on OPEC and, indeed, the energy
industry to millions of your readers and
audiences around the world.

I wish to once again emphasize that my
doors have been and will always remain
wide open for any of our journalist friends
who wishes to seek clarification on any
issue regarding OPEC’s activities.

On behalf of the OPEC Ministerial
Conference, our Board of Governors, the
Economic Commission Board, as well as
the staff of the Secretariat, I congratulate
our veteran journalist friends for receiving
the OPEC award in recognition of their
excellent professional service. You have
indeed done your profession proud.

I also extend the same sentiments to
our other journalist friends, and say, keep
up the superb coverage. I am confident
that you all shall always strive to make your
coverage of OPEC activities on the basis of
facts, balance and fairness. Thank you and
enjoy the evening.

Address by
HE Dr Rilwanu Lukman,

President of the Conference,
Nigerian Presidential Adviser

on Petroleum and Energy

It is indeed a great privilege for me to have
been asked to address this wonderful gath-
ering, and I would like to add my own
warm welcome to that of the Secretary
General to our friends from the media
who are here tonight.

We are very happy that OPEC has
been able to design this occasion for those
members of the media who have, over a
long period of time, devoted their energies
and resources to reporting faithfully on
OPEC, in relation to the world energy
scene.

Your job is not an easy one — to report
what is happening in the energy arena
with honesty, dedication and persever-
ance, especially when you are expected to
report accurately and give a true picture of

what is happening to the whole interna-
tional community, who are always waiting
eagerly to hear from you.

We are extremely grateful to you for all
your efforts, and I am very fortunate to
have been connected with you. I was first
thrown into the deep end of OPEC affairs
in 1986, and I can see here tonight quite a
few of those people who I first met at
OPEC Conferences both here and in Ge-
neva, and I believe that you are easily
among the very best in your profession.

What we are doing tonight is a small
token of our appreciation for the excellent
work which you have done, and we want
you to accept it in that spirit. We hope and
pray that you will continue to help us and

work with us with the same sense of zeal,
dedication and honesty that you have ex-
hibited in the past. We will continue to
honour and value your contributions. We
thank you very much for coming this
evening and I wish you many more years of
successful professional reporting.

Response on behalf
of the journalists by

Ian Seymour,
Editor Emeritus,

Middle East Economic Survey

I am not quite sure why I was given the
honour of being asked to say a few words
in conclusion, but I can only conclude that
the reason may be that I have been around
so long that I have become part of the
furniture.

First, I would like to say that you to
OPEC on behalf of myself and my fellow
long-serving journalists for these awards.
To my mind, these awards constitute a
most gracious, thoughtful and friendly
gesture on the part of OPEC.

I would like to say how happy I am to
see so many of my old-time comrades
assembled here: Journalists like Jim Tan-
ner, Ken Miller, Peter Bild, Bhushan
Bahree, Randa Takieddine, and my very
good friend and colleague, Walid
Khadduri. We all share many good memo-
ries together.

I also see many distinguished Oil Min-
isters and OPEC officials, with whom we

Dr Alí Rodríguez Araque (seated) looks on
as Dr Lukman addresses the gathering.

Ian Seymour, Editor Emeritus of
the Middle East Economic

Survey, responds on behalf of the
long-serving journalists.
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journalists have participated in a great
many memorable events. I would like to
welcome them and thank them for partici-
pating in this award ceremony. This is
because one notices over the years a strong
relationship, which is borne between jour-
nalists and those who actually participate
and lead OPEC decision-making.

There have been many stages in OPEC
history, and it crossed my mind when I was
a very young beginner back in the 1960s.
We talk now about the price of the oil
barrel going up and down by so many
dollars, and so many billions of dollars of
government revenue being lost.

It is difficult to remember how in those
days, most of the first 10 years of OPEC’s
existence were spent in hard bargaining

with the oil companies over a cent or two,
or even sometimes half a cent per barrel in
government revenues.

Then things changed. The big bang of
the first OPEC oil price explosion was in
1973. And then in 1973-74, the OPEC
price rises were somehow conflated with
the other big event at the time, that is, the
oil measures taken for political reasons by
some (not by OPEC as an Organization)
Arab Oil Ministers following the 1973
Arab-Israeli war. Somehow, these events
conflated in the public mind, although
actually OPEC did not have anything to
do with the oil measures as such.

Then, of course, the second oil price
explosion following the Iranian Revolu-
tion, was compounded by the outbreak of

the Iran/Iraq hostilities. Then there was
the price crash of 1986, and then the
efforts to rehabilitate the price, which were
successful. Then came the Iraq/Kuwait
conflict and the Gulf War of 1991.

All these huge events on the world
stage had something to do with OPEC
and, of course, over the years, the number
of media, all sorts of media coverage, in-
creased exponentially. So it really became
a very big event on the journalists’ cover-
age map.

I would like to tell you a quick story.
Let me take your minds back to a very cold
December morning, 26 years ago, in 1975.
The OPEC Oil Ministers were at work at
the OPEC Secretariat, which at that time,
was in a different building in Dr Karl
Lueger Ring, opposite the Town Hall.

I had been taking advantage of this just
to hop around town. I hopped into one of
the major museums and when I came out
of there, it was very cold. I did not see any
point going to the OPEC Secretariat, freez-
ing outside and waiting for the Ministers
to come out, so I went back to the Inter-
continental Hotel where most of the Min-
isters were staying in order to wait.

I sat in the restaurant, but there was a
particular table that had a beautiful view so
I could see the Ministers as they come
back. I settled down and had a nice lunch,
but then I noticed time was going by —
1:30 pm, 2 pm, and it got to 2:30 pm and
there was still no sign of anyone. I thought
this was very odd. I was the only person
eating in the restaurant, and there was
nobody else in the lobby either.

Suddenly I saw somebody I recog-
nized, a fellow journalist running down
the corridor, so I asked him what was
going on. He turned round and looked at
me and said: “The Oil Ministers are being
held hostage!”

I certainly did not believe him. How-
ever, it did not take me long to realize that
it was true, and that in fact, my office was
trying to get hold of me for the latest news
that had been broadcast around the world,
and obviously, I was the last one to hear
about it.

The moral of the story is that, for a
journalist, however well placed you are, on
the right spot at the right time, you could
still be the last to hear about one of the
biggest news stories. That is my story of
how I missed that scoop.

The assembled journalists all have many years’ experience of covering OPEC.

The audience, which included the Heads of Delegation of Saudi Arabia and Iraq, show their
appreciation for the journalists’ efforts.
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lgiers — The second ministerial-
level meeting of the Gas Export-
ing Countries Forum (GECF) was

hosted in the Algerian capital last month.
The GECF’s first meeting was held in
Tehran last year.

Thirteen countries attended the Al-
giers event, including OPEC Members
Algeria, Indonesia, Iran, Libya, Nigeria,
Qatar and Venezuela. The non-OPEC
nations in attendance were Bolivia, Bru-
nei, Egypt, Malaysia, Oman and Russia.

Addressing the opening of the GECF
gathering, Algerian President Abdelaziz
Bouteflika called for a greater level of co-
operation between gas producers and
consumers, which he said was vital for the
stability of the gas market.

He stressed that the meetings of the
GECF were open to any interested coun-
try wishing to taking part, including gas-
consuming nations.

The Algerian President went on to say
that the amount of capital required to
expand gas production capability to meet
future demand growth was so huge that it
could not be met by the producing na-
tions alone.

He added that it was regrettable that
the European Union Gas Directive was
conceived without consultations with gas
suppliers, and noted that this development
had greatly affected the level of investment
in the gas sector.

“The lack of transparency and the
doubts that (surround) the Directive do
not favour the development of new gas
projects,” he said.

Algerian Energy and Mines Minister,
Dr Chakib Khelil, noted that the gas ex-
porters were not projecting the formation
of an organization similar to OPEC.

Instead, the Algiers meeting was de-
signed solely to bring together the main
gas-exporting countries from Africa, the
Middle East, Latin America, and Asia.

In this way, delegates could discuss co-
operation opportunities, joint projects in
the gas sector, and exchange views on the
problems they were experiencing.

Gas, he said, was a source of energy

Algeria hosts second meeting of
Gas Exporting Countries Forum,

attended by seven OPEC Members
that was becoming more and more impor-
tant in the global energy sector, and it was
therefore necessary to ensure an adequate
framework for its development.

The Iranian Minister of Petroleum,
Bijan Namdar Zangeneh, presented a re-
port to the meeting, in which he noted
that the GECF countries had 73.2 per cent
of world gas reserves and just over 63 per
cent of world gas exports.

This reflected the increasing impor-
tance of gas as a fuel in international energy
markets, as well as the significance of the
GECF, he said.

He outlined the main challenges fac-
ing the world gas sector as being globali-
zation, liberalization and privatization; the
restructuring of the sector through merg-
ers, and the rapid pace of technological
change.

The meeting ended with the adoption
of a series of decisions, one of which was
that Algeria would host two further ex-
perts meetings during the course of this
year, with various studies to be undertaken
by Algeria, Iran and Qatar.

The third ministerial-level gathering of
the GECF will take place in the Qatari
capital Doha in early 2003, it was also
decided.

TotalFinaElf to begin
crude production at
Nigeria’s Amenam field
Abuja — France’s TotalFinaElf will com-
mence crude oil production from its Ni-
gerian Amenam/Kpono oil field early next
year, according to a company official.

The Amenam/Kpono project is one of
the largest development schemes in the
world today in the traditional shallow
water environment.

The firm’s General Manager for Pub-
lic Affairs, John Addeh, said that the field
had crude oil reserves of about 500 mil-
lion barrels, with a target production ca-
pacity of 125,000 barrels/day.

In line with the firm’s policy of pro-

moting local content in Nigeria, the tech-
nologically sophisticated Amenam/Kpono
well head, jackets and bridges were all
fabricated at the project site, noted Addeh.

TotalFinaElf ’s partners in the
Amenam/Kpono project are the Nigerian
National Petroleum Corporation and US
major ExxonMobil.

Addeh also said that TotalFinaElf
would soon commence work at the Akpo
field, discovered in the deep waters off-
shore Nigeria, where production was ex-
pected to come onstream in 2006.

Commenting on the upcoming Off-
shore West Africa conference in the Nige-
rian capital Abuja, Addeh noted that
TotalFinaElf would feature strongly in the
conference, where it would share its var-
ied expertise in applied science and tech-
nology in a number of papers.

The company would sponsor six aca-
demics from Nigerian universities to par-
ticipate at the conference, aimed at pro-
moting excellence in offshore activities.

TotalFinaElf would mount a separate
exhibition during the conference to show-
case the group’s technical excellence in
various aspects of the oil industry.

Saudi Arabia’s natural
gas projects still on
course, says Naimi
Riyadh — Saudi Arabia and several in-
ternational oil majors are in talks to bridge
the gap in negotiations over the country’s
multi-billion dollar natural gas projects,
local media reported last month.

Saudi Arabian Petroleum and Mineral
Resources Minister, Ali I Naimi, told the
Arab News that most of the information
published about a dispute was baseless.

“But in the negotiations, there are
positions, not differences, and negotiators
are trying to bridge the gap. Negotiations
are progressing. We are looking forward
to signing the executive agreement,” he
said.

The Kingdom signed a preliminary
agreement in June last year with eight
foreign firms to develop three gas fields
requiring investments of more than $20bn
in what is known as the Saudi gas initiative.

A final agreement was due to be signed
by mid-December, but the two sides de-

A
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to rebuild the country’s oil sector after a
serious accident.

This included the Oil Ministry and the
parliamentary committee charged with
investigating the recent explosion at the
Al-Rawdhatain oil facilities, he said, add-
ing that the Ministry was keen to supply
the committee with all the necessary in-
formation.

“Our files concerning the oil sector and
the necessary data will be put at the dis-
posal of the committee and no piece of
information will be hidden from the com-
mittee,” he said.

Sheikh Ahmad, who is also the coun-
try’s Information Minister, underscored
the necessity of rehabilitating and upgrad-
ing the oil sector because it constituted the
main source of national income in Kuwait.

The Oil Ministry, he said, would dis-
cuss vital issues, such as security, safety,
and operational and production systems,
during the investigations, in order to de-
termine the defects “with consideration to
the fact that demand on Kuwaiti oil is
related to commitments in and outside
Kuwait.”

He praised the positive role that had
been played by the committee to try and
pinpoint the industry’s shortcomings to
avert further accidents, and said that eve-
rybody should be able to put their trust in
the firms operating in the Kuwait oil in-
dustry and their personnel.

A huge fire gutted oil-gathering cen-
tre number 15 and the gas-boosting sta-
tion in the northern region of Al-
Rawdhatain earlier this year. Four people
died and 19 others were hurt in the acci-
dent.

The fire is believed to have been the
result of an oil leakage at the main pipe-
line emanating from the centre, which
spread to gas booster station number 130
and the power sub-station at the same
location, causing an explosion there.

The then Oil Minister, Dr Adel K Al-
Sabeeh, tendered his resignation over the
blast, which damaged oil facilities and
halted output from the area.

A Kuwait Cabinet statement quoted
the Crown Prince and Prime Minister,
Sheikh Saad Al-Abdullah, as saying he had
accepted Dr Al-Sabeeh’s resignation, and
that he “understood and appreciated” the
reasons behind it.

The official Kuwait News Agency said

that Sheikh Ahmad would remain as
Acting Oil Minister, until the appoint-
ment of a new Minister to the oil portfolio.

Local media reports added that a new
Oil Minister might not be appointed until
after June 2003, when Kuwait’s next gen-
eral elections are scheduled to be held.

Qatar Petroleum, Shell
sign accord to study
gas-to-liquids project
Doha — Qatar Petroleum (QP) and
Shell International Gas last month signed
a statement of intent to study the devel-
opment of a world-scale gas-to-liquids
(GTL) facility, to be integrated with the de-
velopment of the North gas field.

The statement of intent was signed by
Qatari Minister of Energy and Industry,
Abdullah Bin Hamad Al Attiyah, who is
also Chairman of QP, and the Chief Ex-
ecutive Officer of Shell Gas and Power,
Linda Cook.

“We are pleased to welcome Shell to
participate with us in developing a signifi-
cant GTL conversion plant in the state of
Qatar,” noted the Minister.

“We all share the vision of the Emir
that GTL synthetic fuels will play an im-
portant role in the strategic development
of Qatar’s hydrocarbon reserves in the
years ahead, and we are setting up a com-
mittee to discuss the economics and vol-
ume of the project,” he added.

“GTL represents a major export oppor-
tunity for Qatar to further commercialise
resources in the North field by producing
ultra-clean, high-specification products for
which there is a growing market,” noted
Cook.

“We are delighted to be working with
Qatar Petroleum on the development of
a world-scale GTL facility,” she went on.

Shell’s proprietary GTL technology,
Shell Middle East distillates synthesis
(SMDS), has been developed through a 25-
year research programme, and imple-
mented in the first-generation commer-
cial SMDS facility in Bintulu, Malaysia.

QP and Sasol of South Africa have
signed an agreement to set up an $800
million GTL project to produce 34,000
barrels/day of environmentally friendly
fuels.

cided to delay it until early March until
after negotiators had achieved “concrete
and substantial” progress.

Western oil executives and experts have
said that profitability, high taxes and dis-
appointment at the size of the gas reserves
on offer were the main bones of conten-
tion.

“Undoubtedly, the companies have
their demands, and the state has its de-
mands. We are trying to sort out these
demands into an agreement. I don’t call
this a dispute,” Naimi said.

The Kingdom, which has the fourth
largest proven gas reserves in the world, is
planning a second phase of gas projects,
which would be “more substantial” than
the first, Naimi continued, although he
gave no details.

Analysts have noted that the basic
objective of the Saudi gas initiative is
to make available cheap fuel in the coun-
try’s main industrial centres. This will ex-
pedite diversification and expansion of in-
dustries, generating plenty of job oppor-
tunities.

In a related story, the President and
CEO of Saudi Aramco, Abdullah Juma,
said the unprecedented success achieved
in the oil sector during past 20 years had
contributed to progress in all walks of life.

The rapidly-expanding gas network
had now become the backbone of indus-
trial development in Saudi Arabia, he told
a seminar on industrial development in the
Kingdom.

Juma said that Saudi Aramco currently
produces 5.4bn cubic feet/day of gas and
400m cu ft/d of ethane. The projects
currently under way will enhance output
to 7bn cu ft/d of gas and 600m cu ft/d of
ethane.

“The planned expansion in the gas
sector reflects the true desire of Aramco to
be a dependable partner in the industrial
development of the Kingdom,” he said.

Acting Kuwaiti Minister
calls for co-operation to
solve oil sector problems
Kuwait — Kuwait’s Acting Oil Minis-
ter, Sheikh Ahmad Fahad Al-Ahmad Al-
Sabah has underlined the importance of
co-operation between all parties in moves
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Production from the project will start

in 2005. The plant will be 51 per cent
owned by QP and 49 per cent by Sasol.

The project will consume about 330m
cubic feet/day of lean gas, supplied by
Qatar’s enhanced gas utilization scheme.

The GTL project will produce 24,000
b/d of fuel, 9,000 b/d of naphtha, and
1,000 b/d of liquefied petroleum gas.

Iran seeks partnership
with European firm
to market its gas
Tehran — Iranian Petroleum Minister,
Bijan Namdar Zangeneh, said last month
that his country was seeking a partnership
with a European gas company, in its bid
to find markets for its gas in Europe.

Iran believed it could find markets for
its gas through the export of liquefied
natural gas, while the best overland route
for the export of natural gas from Iran to
Europe would be via Turkey and Greece,
he said.

Zangeneh said Iran should compete
with other gas suppliers to find a foothold
in Europe. The European market was
growing, but was currently dominated by
major suppliers which included Russia,
Algeria and Norway.

He stressed that Iran should compete
with Russia and other suppliers of gas.
“This is the nature of the market and we
believe there is enough room for Iran and
Russia,” the Minister noted.

Asked whether Iran was considering
selling LNG to Europe, Zangeneh said that
his country was busy holding talks with
many countries, Italy and Spain in par-
ticular, in this respect.

Negotiations had been held with
Repsol-YPF of Spain and the two sides
were now negotiating the amount of LNG

to be sold by Iran.
Italy and Spain are major markets for

Algerian gas and absorb nearly two-thirds
of the country’s exported gas.

Zangeneh said that take-or-pay con-
tracts were of great importance for financ-
ing projects. He noted that Iran had en-
tered into talks with the European Com-
mission on prospects for its gas exports.

“I feel that the European Union (EU)
needs to diversify its energy suppliers and

we can help them,” he noted, adding that
Iran preferred to work with the EU to
connect its natural gas network to that of
Europe.

On the domestic front, he observed,
Iran was busy concluding contracts for the
development of phases nine and 10 of the
South Pars gas field, adding that the deals
would go into effect before the start of the
new Iranian year on March 21.

Zangeneh also noted that France’s
Technip, Iran’s Sunfire, South Korea’s LG
company, and Iran’s Marine Industries
Company had presented proposals for the
project in December last year.

The National Iranian Oil Company
had fully studied all the bids, he was
quoted as saying by the Islamic Republic
News Agency.

Indonesia’s Pertamina
to continue handling
marketing of LNG
Jakarta — The Indonesian government
is to pass a special decree to allow the state
oil and gas company, Pertamina, to con-
tinue the marketing of liquefied natural
gas, it was announced last month.

Pertamina was reliable and in a much
better position than other firms to market
the country’s LNG, according to the Direc-
tor General of Oil and Gas at the Energy
and Mineral Resources Ministry, Dr
Rachmat Sudibjo.

Appointing a new company to handle
LNG trade would be difficult, as it would
have to be done through an open tender
system, said Rachmat, who is also his
country’s OPEC Governor.

Also, the new government body set up
to regulate the industry would not be
allowed to handle commercial business
under the reformed oil and gas law which
came into effect recently, he added.

Under the same law, Pertamina, which
is to be privatised from early next year, was
also due to lose its right to market LNG on
behalf of the state, but Rachmat said that
the government would issue a special
decree to enable Pertamina to continue
handling the LNG business.

Pertamina is the largest LNG managing
company in the world, handling 29 mil-
lion tonnes/year of exports to Japan, South

Norway to maintain output curbs
BRUSSELS — Norway, the North Sea and Eu-
rope’s biggest oil producer, confirmed last
month that it has no immediate plans to end
its limits on crude oil production. “There is
nothing in the market today that would give
us reason to suspend our production cuts,”
said the country’s Petroleum Minister, Einar
Steensnaes. He also indicated that Norway
would continue to maintain its output lim-
its, whatever other non-OPEC nations de-
cided. “If Russia decides not to continue with
cuts beyond the first quarter, this won’t nec-
essarily mean Norway will follow by suspend-
ing its own cuts,” said the Minister. Russia
agreed to cut to its exports by 150,000 b/d as
part of the recent OPEC/non-OPEC pack-
age of cuts, but Russian oil companies are
known to be keen to raise output this year,
and analysts have expressed skepticism that
the country will stick to its pledge.

Central Asia’s energy role to grow
TEHRAN — The break-up of the Soviet Un-
ion and the establishment of the Central
Asian republics as independent states has
transformed the energy sector in the region,
according to Michael Ward Clegg, of Cam-
bridge Energy Research Associates. Address-
ing a conference on Middle East energy
strategy in Tehran, Clegg noted that over the
next decade, the region’s contribution to
world energy demand would be very signifi-
cant, provided that the key missing link in
the chain — the infrastructure necessary to
deliver oil and gas to the respective markets
— was operational. Iran, said Clegg, was in a
location that had many positive attributes
when looking at the long-term opportunities
and challenges. He added that there were
likely to be many opportunities for the Ira-
nian oil and gas sector in the coming years,
but they would also present many challenges
and require difficult decisions to be made.

BP sells Japanese service stations
LONDON — BP Japan announced last month
that it has agreed to sell its 21 service stations
to Japan Energy. Subject to approval from the
Japanese Fair Trading Committee, Japan En-
ergy will integrate the former BP self-service
stations into its existing network of more than
4,400 sites, around 145 of which have been
converted to self-service over the past year.
The price for the transaction was not being
disclosed but it is expected to be completed
during the first half of 2002. BP’s other op-
erations in Japan, which include chemicals,
gas and power, lubricants, marine, solar and
trading, are not affected by this decision and
the company said that it intended to continue
to develop these businesses.
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Korea and Taiwan from the Arun and
Badak LNG complexes.

The company would also handle LNG

exports from the planned Tangguh com-
plex, due to be built in the next few years,
noted Rachmat.

Pertamina is due to start operating as
a limited liability company with self-suf-
ficient budgets and profitable operations
from 2003.

On a separate note, he also disclosed
that the government was planning non-
fiscal incentives for oil and gas companies,
to offset the impact of the value added tax
that was imposed about two years ago.

The incentives would be part of moves
by the government to attract new invest-
ment to build two more refineries, cost-
ing some $2 billion, to increase the coun-
try’s domestic fuel oil production.

The two plants were expected to have
a combined output of 250,000 barrels/day
of fuel oil, which would be added to the
current 1.05m b/d output from the eight
refineries in the country.

Middle East to boost
exports of products,
says UAE official
Abu Dhabi — An official of the Abu
Dhabi National Oil Co (ADNOC) has
said that the Middle East could expand
its share of refined product exports in the
next two decades.

A local newspaper quoted the Man-
ager of ADNOC’s Chemicals Operations
Co-ordination Division, Mohammed
Abdullah Al-Azdi, as saying that despite
the fact that the Middle East had about
65 per cent of global crude oil reserves,
only eight per cent of global crude oil was
refined there.

Growth of Middle East refinery capac-
ity was restrained, due to low regional
demand and a global oversupply of refin-
ing capacity, said Al-Azdi, noting that no
new grassroots refineries had been built
in the region since the mid-1980s.

In contrast, the pace of development
of the petrochemical industry had been
dramatic, with the Middle East expected
to account for around 16 per cent of glo-
bal ethylene capacity by 2010, compared
with the current eight per cent.

The main challenges for Middle East
petrochemical firms were the wave of
industry consolidations taking place
around the world, and the reduction of
its exposure to one single market, namely
China.

“The petrochemical industry outside
the Middle East is consolidating rapidly
with mergers taking place. The region sells
little to the domestic market and is heav-
ily reliant on exports to one market, which
is China,” he noted.

Al-Azdi said that in order to maximize
profitability, greater integration was
needed between the refining and petro-
chemical industries with purpose-built
sites required for this.

Algerian oil field deal
worth $257m awarded
to French, Italian firms
New York — A consortium of two com-
panies, France’s Bouygues Offshore and
Italy’s Saipem, has won a turnkey contract
for an oil field development project in
Algeria.

The contract, worth $257 million, was
awarded after a public tender process by
state oil firm Sonatrach and its partners
BHP Billiton and Agip.

The project involves the Rhourde
Ouled Djemma field and five satellite
fields, all located in the Berkine Basin, east
of Hassi Messaoud.

The contract covers the engineering,
procurement and construction of facilities
designed to gather the oil produced from
the six fields and process 80,000 barrels/
day of oil.

It also includes compressing gas out-
put for reinjection into the reservoirs and
injection of water to maintain reservoir
pressure. The work is expected to be com-
pleted within two years.

The Chairman of Bouygues Offshore,
Herve Le Bouc, commented: “This major
contract is the third in Algeria after the
expansion of the Mesdar oil terminal in
2001 and the Gassi Touil gas gathering and
compression station in 1999.

“It confirms Bouygues Offshore’s
market leadership in the country, where it
operates through its BOS Sofresid Algerie
subsidiary,” he noted.

Ecuador pipeline project moves ahead
QUITO — Engineering work on Ecuador’s
new heavy crude pipeline is over half com-
pleted, with building work on the project
currently 10 per cent completed, according
to government sources in the capital Quito.
They noted that the pipeline had reached the
port of Esmeraldas, with 39,721 tonnes of
pipe being used, representing 30 per cent of
the total. Land work and concreting was pro-
gressing for the provision of pumping stations
in the Amazon region, comprising the units
of Amazonas, Cayagama, Sardinas and
Aramo. In the area of Santa Rosa de Quijos,
the welding of pipes had started, while in zone
II, work was ahead of schedule. In zone IV,
stretching from Mindo to Esmeraldas, work
on the curving and welding of pipes began in
the first half of January, while at the oil port
of Balao, land works were being concluded,
the sources added.

GCC’s current account surplus down
ABU DHABI — Oil prices kept the overall cur-
rent account of the six Gulf Co-operation
Council (GCC) states in surplus for the third
year running in 2001, it was reported last
month. However, the situation might dete-
riorate this year, according to Malik Younus,
an economist at the Saudi National Commer-
cial Bank. “Some members could have a defi-
cit this year because of lower oil prices and
production. Others would record small sur-
pluses,” he said in an interview published in
the Dubai-based newspaper Gulf News. Ana-
lysts see the GCC’s current account balance
recording a surplus of around $20 billion in
2001, because oil prices were relatively strong
and there were no large increases in imports
and remittances. However, this was far lower
than the $45.5bn surplus recorded in 2000,
when average crude prices climbed to more
than $27/b due to strong global demand.

Gas consumption seen rising strongly
TEHRAN — Natural gas consumption will in-
crease strongly over the next two decades,
according to a senior partner at the United
Kingdom’s Denton Wilde Sapte, Susan
Farmer. Addressing a gathering on Middle
East energy strategy in Tehran, she said that
growth in the use of gas for power genera-
tion would be especially dramatic. The ad-
vent over the past decade of combined cycle
gas turbine power generation technology,
with its advantages of lower cost, shorter con-
struction time, high efficiency and less pol-
lution, had been a strong driver for future
expansion of the natural gas and liquefied
natural gas markets, she was quoted by the
official Islamic Republic News Agency
(IRNA) as saying.
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In briefFirms sign new accord
on exporting Libyan
natural gas to Italy

Tripoli — An agreement has been signed
by a consortium of energy firms for the
development of Libya’s Western Jama-
hiriya gas reserves, according to govern-
ment sources.

The accord was signed by the Chair-
man of the Libyan Agip Gas Company
and representatives from Italy’s ENI, as
well as contractors from Japan’s JGC,
Tecnimont of Italy, and another French
firm.

The project, when in place, would
provide Italy with 8 billion cubic feet/year
of gas, as well as providing supplies for the
European market in general.

The gas would be transported through
a network of undersea pipelines, extend-
ing from Millieta to the west of Tripoli, to
Jila in the south of Italy.

The Libyan National Oil Corporation
(NOC) said the first basic stage of the
project was worth $1.2bn, while the en-
tire project would cost $5bn to complete.

NOC sources said the total produc-
tion capacity of the project was estimated
at 10bn cu ft/y of gas, of which some 2bn
cu ft/y would be consumed locally.

The company confirmed that the
funding of the project would be via loans
from the Libyan Central Bank, the Libyan
Arab Foreign Bank, and various interna-
tional financial institutions.

Venezuela and Iran
discuss ways to boost
energy, economic ties
Tehran — Top officials from Venezuela
and Iran have discussed ways of boosting
mutual ties in energy and economic en-
terprises at meetings in the Venezuelan
capital Caracas, according to the Islamic
Republic News Agency (IRNA).

Venezuelan Minister of Energy and
Mines, Alvaro Silva Calderon, and Min-
ister of Production and Commerce, Adina
Bastidas, met with the visiting Iranian
Minister of Mines and Industries, Eshaq
Jahangiri.

The two sides explored avenues for
broadening bilateral co-operation in such
areas as industries, mines, oil and petro-
leum.

They agreed to lay the groundwork for
upgrading Tehran-Caracas relations in the
area of mines, by encouraging the ex-
change of experts and by co-operating in
mine exploration and exploitation.

IRNA added that the two sides had
also agreed to expand ties in such areas
as petroleum and the production of
steel, aluminium and pharmaceutical
products.

Bastidas also noted that a co-operation
agreement between the Iranian and Ven-
ezuelan central banks had been a major
success of the talks.

Iran-Venezuela trade transactions are
not encouragingly high. They amount to
a value of just $1.5 million annually, while
bilateral co-operation has mostly been lim-
ited to ties within OPEC.

Saudi Refining, Shell Oil
complete acquisition of
Texaco downstream units
New York — Saudi Refining Inc (SRI)
and Shell Oil have announced that they
have completed the acquisition of Texaco’s
downstream interests, Equilon Enterprises
and Motiva Enterprises.

The move means that Shell and SRI
now each own 50 per cent of Motiva, while
Shell has a 100 per cent interest in
Equilon.

Texaco’s disposal of its stakes in
Equilon and Motiva was part of its merger
with US rival Chevron to form
ChevronTexaco.

In addition to managing its joint ven-
ture investments, SRI supplies approxi-
mately 550,000 barrels/day of crude to
Motiva, which has a refining capacity of
approximately 800,000 b/d.

Shell Oil, which is the US arm of Royal
Dutch/Shell, is one of America’s leading
firms in oil and gas production, gasoline
and natural gas marketing, and petro-
chemical production.

SRI, which is headquartered in Hou-
ston, Texas, is a subsidiary of Aramco
Services Company, part of state oil firm
Saudi Aramco.

Oil majors blast UK licence plans
BRUSSELS — Oil majors operating in the
United Kingdom sector of the North Sea have
hit back angrily at government plans to force
them to give up their exploration and pro-
duction licences to smaller operators willing
to use them. The ‘use or lose’ plan, outlined
by Energy Minister Brian Wilson, is in line
with the government’s attempts to reverse the
decline in North Sea oil output. The latest
figures from Royal Bank of Scotland show
that North Sea oil production in 2001 was
down by 10 per cent from the previous year
because of a lack of investment by the ma-
jors, following the slump in prices in the late
1990s. However, the oil majors have described
the plan as “completely unnecessary” as they
have already been steadily releasing undevel-
oped North Sea fields. BP pointed out that
of the 85 undeveloped fields it had two years
ago, 44 had been sold on, 10 were under re-
view, while 16 were being developed.

More gas used in US home heating
NEW YORK — Some 70 per cent of single-
family homes completed in the United States
in 2000 used natural gas for heating, accord-
ing to a new survey by the American Gas As-
sociation (AGA). Electric heating had 27 per
cent of the market, while heating oil had just
three per cent, the survey found. Overall, 59
million residential customers, or 61 per cent
of total existing US households, used natural
gas in 2000, according to figures from the
US Department of Energy. Around 83 per
cent of these customers used natural gas for
house-heating purposes, representing 51 per
cent of total US homes with heat. The total
number of natural gas residential customers
rose by nearly one million between 1999 and
2000, the AGA survey added.

UK Jade field due onstream soon
BRUSSELS — A key hydrocarbon field devel-
opment in the United Kingdom sector of the
North Sea is set to come onstream very soon
after a delay of several months, according to
the field’s operator, Phillips Petroleum. Oil
production from Jade is expected to reach
16,000 b/d in late 2002 and gas output is
put at 5.3 million cubic metres/day. The field’s
oil deposits amount to some 30m barrels,
while its gas reserves total 380 billion cu ft.
The gas will be transported via the Judy field
and the CATS pipeline to the Teesside termi-
nal. The oil will go through the Norpipe pipe-
line to Phillips’ Teesside Seal Sands terminal.
The crude oil will be co-mingled with the
main North Sea light sweet Ekofisk grade and
will be sold as part of the Ekofisk blend. The
Jade field is located in block 30/2C of the
UK North Sea.
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In brief Nigera’s NNPC signs
oil agreement with two
indigenous companies

Abuja — The state-run Nigerian Na-
tional Petroleum Corporation (NNPC)
last month signed a production-sharing
contract (PSC) for the development of OPL
320 in the oil-rich Niger Delta with two
indigenous companies, Oranto Petroleum
and Orandi Petroleum.

According to Nigerian officials, the
deal was part of the efforts by the govern-
ment to boost the level of indigenous
participation in the upstream sector of the
domestic oil and gas industry.

The Presidential Adviser on Petroleum
and Energy, Dr Rilwanu Lukman, signed
on behalf of the government and the
NNPC, while the Chairman of Oranto,
Chief Arthur Eze, represented the two
companies.

Lukman said the signature bonus
accruable to the government was $13.5
million, comprising $7m for prospecting
and $6.5m when the agreement was con-
verted to an oil mining lease.

“The pact represents a major milestone
in the development of the oil industry,
particularly in the light of the clamour for
more indigenous participation in the
upstream sector of the industry,” said
Lukman.

He explained that the contract would
be for a period of 30 years, 10 years for
exploration and 20 years for production.
The three companies had agreed to work
together to prospect for oil in the field.

Lukman added that the prospecting
for oil would begin with two wells, located
about 3,000 feet below sea level.

The government, he noted, was will-
ing to enter into similar co-operation with
other competent indigenous companies
with the financial wherewithal.

Commenting on the deal, the NNPC’s
Group Managing Director, Jackson Gaius-
Obaseki, advised the companies to “re-
main in the driver’s seat and not to allow
themselves to be reduced to mere agents.”

He gave assurances that the NNPC
would continue to provide a level playing
field for the venture to succeed.

Speaking on behalf of the companies,
Eze said they would not only co-operate

fully to develop the field, but would live
up to expectations.

He added that the agreement repre-
sented a major feat in the industry and
expressed optimism that it would spur
interest among other indigenous compa-
nies.

Qatari Minister stresses
commitment to further
natural gas development
Doha — Gas supplies from Qatar are
expected to rise to 12 billion cubic feet/
day by 2010, and further to 16bn cu
ft/d by 2020, according to the country’s
Energy and Industry Minister, Abdullah
Bin Hamad Al Attiyah.

Having the largest single non-associ-
ated gas field in the world, with resources
in excess of 500 trillion cu ft, made Qatar’s
gas development attractive for all inves-
tors, said the Minister in a statement
announcing the Gastech 2002 conference
and exhibition, which is due to be held in
Doha in October.

In addition to the nation’s gas devel-
opment initiative, options for a gas-to-
liquids (GTL) programme are under con-
sideration, added Al Attiyah.

“We are pursuing the GTL option and
we are discussing various offers that could
make Qatar the GTL capital of the world
with 300,000–400,000 b/d of liquids
produced from about 4bn cu ft/d of gas,”
he stated.

Commenting on the sustainability of
global growth in the use of liquefied natu-
ral gas, the Minister said that gas’s share in
primary energy consumption was not
compatible with its reserves and resources
worldwide.

“Additionally, growing concern over
the environmental issue has forced major
consumers to review their energy demand
patterns with greater attention to gas,
being a cleaner and friendlier source of
energy, especially in electricity generation,”
he said.

“However, the high cost of liquefac-
tion and transportation, in addition to the
required investment in receiving or utiliz-
ing gas, especially in the form of LNG, does
not provide the incentives to build more
grassroots LNG projects.

Over 200 US firms report GHG cuts
NEW YORK — A total of 222 United States
companies and other organizations have told
the Energy Information Administration’s vol-
untary reporting of greenhouse gases (GHGs)
programme that during 2000 they undertook
1,882 projects to reduce or sequester GHGs.
Reported emission reductions included 187
million tonnes of carbon dioxide equivalent
in direct reductions, 61m t in indirect reduc-
tions, 9m t of reductions from carbon seques-
tration, and 12m t of other unspecified
reductions. Direct emission reductions are
those from sources owned or leased by the
reporting entity, while indirect reductions are
from sources not owned or leased by the en-
tity, but which occur as a result of its activi-
ties. The EIA’s programme, established in
1994, affords an opportunity for any organi-
zation to establish a public record of its
achievements in reducing or offsetting GHG

emissions.

US firm invests $808m in Ecuador
QUITO — US oil company Occidental has
announced that it has invested $808 million
over a four-year period for the development
of various oil fields in Ecuador. The invest-
ment, described as a major project by the
American company, is expected to create
about 3,370 direct employment opportuni-
ties in the oil exploration business. The oil
blocks to be developed by the company, un-
der a participatory contract agreement with
the government of Ecuador, include the
Limon Cocha, Eden-Yuturi, and Indillana oil
fields. The sum of $111m has also been set
aside by the US company to support future
exploration activities in the area.

API supports Bush’s climate initiative
NEW YORK — The American Petroleum In-
stitute (API) has said in a statement that it
supports President George W Bush’s climate
change initiative. The President’s plan “ap-
propriately emphasizes the development of
new technologies to reduce greenhouse gas
emissions without damaging the economy,”
the API said. The programme will enhance
the already aggressive efforts by industry in
developing the necessary technologies and
programs to reduce emissions while impor-
tant scientific research continues, it added.
“For two years, our industry has been com-
piling, evaluating and disseminating informa-
tion on estimating greenhouse emissions. We
have shared our work with a wide range of
stakeholders, including other industries, fed-
eral and state government, and the environ-
mental community,” the API noted. “We
have found that consistent estimation of GHGs
is much more difficult than believed,” it added.
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In brief
“This is an issue worth future discus-

sions in order to find a proper solution,
even though great strides have been made
in reducing the costs of liquefaction and
transportation,” he observed.

Elaborating on the country’s future
LNG plans, Al Attiyah said: “Based on the
various commitments, our figures indicate
that by 2008, Qatar’s LNG capacity will be
around 31 million tonnes/year, and if
everything goes according to plan, we will
be the largest LNG exporter in the world.

In the light of these developments, the
Minister said that he saw Gastech 2002 as
being very important, since it would “pro-
vide us with a unique opportunity that will
facilitate the achievement of our aspira-
tions in developing our gas.”

Iran attends conference
in Moscow to discuss
Caspian Sea legal issues
Moscow — A senior Iranian official has
told a conference in Moscow on the legal
issues affecting the Caspian Sea that his
country has the long-term interests of the
region at heart.

“Iran regards a joint regime as the best
choice for the Caspian Sea,” the country’s
Representative for Caspian Sea Affairs,
Mehdi Safari, told the Moscow gathering.

However, should the interests in the
Caspian Sea be divided, Iran must be al-
located at least 20 per cent, Safari noted.

The agreements of 1921 and 1940
between Iran and the Soviet Union must
be the basis for determining the status of
control over the Caspian Sea, he added.

Safari cautioned that any delay in
determining a legal framework would
adversely affect the sea’s ecosystem, and he
indicated that Iran was ready for negotia-
tions on the issue.

Until an agreement is reached, any
unilateral and provocative acts should be
avoided, he was quoted as saying by the
Islamic Republic News Agency.

Iran views the Caspian as a symbol of
fostering co-operation based on the mu-
tual interests of the five littoral states,
added Safari.

He referred to the Ashkhabad agree-
ment reached among the Foreign Minis-
ters of the littoral states on preserving its

ecosystem and added: “Any agreement on
the Caspian Sea legal framework must be
reached by consensus of the littoral coun-
tries.”

The two-day Moscow conference on
Caspian Sea legal issues was attended by
representatives from Iran, Russia, Kazakh-
stan, Azerbaijan and Turkmenistan.

The conference was co-sponsored by
Russia’s Ministry of Foreign Affairs, Mos-
cow’s Faculty of International Relations
and several Russian gas and oil companies.

Planned reforms of
Indonesia’s Pertamina
could come in 2003
Jakarta — The planned reform of In-
donesian state oil and gas enterprise
Pertamina into a limited liability company
may come by early 2003, according to the
firm’s President Director, Baihaki Hakim.

This would be ahead of the widely-
expected schedule of November 2003, as
stipulated under the country’s new oil and
gas law, Baihaki said.

A tendering process had been worked
out to select auditors to separate the com-
pany and government assets, he noted.

The new law, which came into effect
last November, gives Pertamina two years
to transform into a limited liability com-
pany, transferring its state assets and
management responsibilities to a new
agency for managing the country’s hydro-
carbon resources, which is to be set up by
the government.

Pertamina currently manages all as-
pects of the Indonesian oil and gas sector,
including the administration of produc-
tion-sharing contracts with international
oil companies, which produce 1.2m–1.3m
b/d of crude oil.

Baihaki also disclosed that Indonesian
President, Megawati Soekarnoputri, was
scheduled to visit South Korea in March
month to help secure a liquefied natural
gas export contract for Pertamina.

He said that Pertamina was seeking
ways to ensure that its LNG supply con-
tract with South Korea continued after the
energy industry was liberalized. The In-
donesian firm currently exports 5.2m
tonnes/year of LNG to the Korea Gas
Corporation.

US crude output rises, imports drop
NEW YORK — US domestic crude oil pro-
duction continued its steady rebound from
the low levels of a year ago, to increase nearly
three per cent in January 2002, compared to
the same month in 2001, the American Pe-
troleum Institute (API) reported. Alaskan
production of 1.03 million barrels/day was
5.3 per cent higher than a year ago, while an
estimated 8.47m b/d of foreign crude oil
came into the USA, which was a 3.3 per cent
drop from a year ago. There was a big 30.9
per cent drop in imported refined products,
although this was partly due to the unusually
large amount the year before, the report said.
Total imports dropped about 11 per cent year-
over-year, on top of the nine per cent decline
last December. Gasoline imports of 707,000
b/d were down 2.3 per cent from a year ago.
January’s import dependency level was at 57.3
per cent, compared to 60.7 per cent in Janu-
ary a year ago.

IEA sees 2002 demand growth slowing
PARIS — The International Energy Agency
(IEA) has revised its 2002 demand growth
forecast down by 60,000 b/d to 500,000 b/d,
on the basis of unseasonably warm winter
weather and lower natural gas prices in the
United States. In its latest monthly Oil Mar-
ket Report, the IEA predicts that global de-
mand in the first quarter of 2002 will reach
76.4m b/d, down 500,000 b/d from a year
earlier and down 200,000 b/d from its esti-
mate a month ago. Demand for the second,
third and fourth quarters is put at 75.0m
b/d, 76.3m b/d and 78.2m b/d, respectively.
Average worldwide demand this year should
be at least 76.5m b/d, compared with 76m
b/d in 2001. On the supply side, the IEA
noted that OPEC production, including Iraq,
had fallen to 25.19m b/d. Excluding Iraq,
output was estimated at 23.02m b/d, down
by 640,000 b/d. Non-OPEC supply eased by
100,000 b/d to 47.74m b/d, up 940,000 b/d
from a year ago.

Novus Petroleum announces gas find
JAKARTA — Novus Petroleum of Australia has
said it has made a hydrocarbon discovery in
the onshore Brantas production sharing con-
tract field, in East Java, Indonesia. The Carat-
1 discovery, which flowed at a rate of 2.3
million cubic feet/day of natural gas as well
as heavy oil, is close to the Wunut gas field.
“Preparations are underway to spud Grati-1,
the final well in the Brantas PSC to test
Piloscene reservoirs in a fault-closed struc-
ture,” said Novus in a statement. Grati-1 is
close to a gas-fired power plant owned by the
Indonesian state electricity company PT
PLN, the statement added.
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However, supplies were disrupted last

year when separatist forces attacked and
damaged gas fields in northern Sumatra’s
Arun province, forcing the closure of the
Arun LNG export terminal.

Dolphin Energy awards
four new contracts for
studies on gas project
Abu Dhabi — Dolphin Energy Ltd
(DEL) of the United Arab Emirates (UAE)
has awarded four separate contracts for
studies on its multi-billion dollar Dolphin
gas project to Fugro Survey (Middle East).

The contracts, worth a total of $5
million, call for an offshore geophysical
and geotechnical survey; an onshore geo-
technical and topographical survey; and
midstream and upstream environmental
impact assessments.

The new contracts follow the award
of the $10.3m upstream front-end engi-
neering and design (FEED) contract in early
December 2001 to a partnership of Fos-
ter Wheeler of the US and Sofresid of
France.

The upstream FEED work calls for the
engineering, design and management of
the offshore production platforms in the
North field, the offshore pipeline from the
North field to Ras Laffan, a gas process-
ing plant and gas compression facilities at
Ras Laffan, and the product storage, off-
site and associated facilities.

DEL is currently evaluating technical
and commercial bids for the midstream
FEED contract. A contractor is to be selected
soon, a company statement said.

Progress is also being made on the
selection of a second strategic partner for
DEL, which is currently owned 75.5 per
cent by the UAE Offsets Group (UOG),
while France’s TotalFinaElf owns the re-
maining 24.5 per cent.

UOG is said to be negotiating with
five shortlisted international oil companies
— BP, Conoco, ExxonMobil, Occidental
Petroleum, and Royal Dutch/Shell — one
of which will be selected to acquire up 24.5
per cent of DEL by mid-2002.

The financial structure of the Dolphin
project is also being put in place, with ap-
pointment in early January of Credit Suisse
First Boston as DEL’s financial adviser.

The project cost is put at $3.5 billion,
of which $2.5bn will be spent on the
development of the upstream facilities in
Qatar and $1bn will be used for putting
in place the gas transmission pipeline and
associated facilities.

Kuwaiti oil revenues
seen falling 26.5 per
cent, says new study
Kuwait — Kuwait’s oil revenues in the
first ten months of the fiscal year 2001–
02 are about 26.5 per cent lower compared
with revenues in the previous fiscal year,
it was announced last month.

A report by the Al-Shall Research and
Study Corporation said that 17.5 per cent
of the drop was due to lower oil prices in
the world market, with nine per cent at-
tributable to the decrease in OPEC pro-
duction.

By end of January, 10 months into the
year 2001–02, the country’s oil was at the
price of $18.1/barrel, which was a $2/b
increase over the price last December.

The report indicated that Kuwaiti oil
averaged $20.8/b over the last 10 months,
dropping from $21.1/b last December and
from $25.2/b the last fiscal year.

It added that 10 months into the fis-
cal year, Kuwait should have secured rev-
enue of around $11,394 million if all non-
oil revenues were collected in full.

The estimated expenditure of around
$17,404m meant that a significant budget
deficit was expected, according to the
report.

However, the actual deficit would
probably be lower than predicted, given
that actual revenues usually exceed predic-
tions and actual expenditures are usually
less than the estimates, it added.

Algerian Minister gives
details of country’s new
oil taxation system
Algiers — Algerian Energy and Mines
Minister, Dr Chakib Khelil, last month
gave an outline of the country’s new oil
taxation system, which is expected to be
implemented soon.

Chinese province mulls LPG pipelines
NEW YORK — The Largo Vista Group has
announced that it is negotiating with the pro-
vincial government of Guizhou, China, for
the construction rights to liquefied petroleum
gas pipelines. The project would cover the
construction of LPG pipelines for residential
government complexes in the city of Zunyi,
the second largest city in Guizhou province.
The initial phase of the project would service
more than 1,000 households. “This pipeline
contract will make the company the sole au-
thorized pipeline construction company in
the province,” commented Largo Vista’s Gen-
eral Manager of Chinese Operations, Li
Chuming. The Largo Vista Group distributes
LPG in southern China, providing the Chi-
nese government with an alternative to the
current widely-used energy sources, which are
coal and wood.

Drilling activity mixed in January
NEW YORK — The worldwide rig count for
January 2002 stood at 2,016, which was up
99 from the 1,917 counted in December
2001 but down 358 from the 2,374 counted
in January 2001, according to the latest fig-
ures from Baker Hughes. The international
rig count (the whole world except the USA
and Canada) for January 2002 was 744, down
eight from the 752 counted in December
2001, but up 27 from the 717 counted in
January 2001. The international offshore rig
count for January 2002 was 235, which was
up 13 from the 222 counted in December
2001 and up 29 from the 206 counted in
January 2001. The US rig count for January
2002 was 867, down 34 from the 901
counted in December 2001, and down 251
from the 1,118 counted in January 2001. The
Canadian rig count for January 2002 was
405, up 141 from the 264 counted in De-
cember 2001, and down 134 from the 539
counted in January 2001.

TotalFinaElf invests in Brunei block
PARIS — French oil company TotalFinaElf has
announced the acquisition of block J in the
deep offshore waters of Brunei and is cur-
rently negotiating a production-sharing agree-
ment with authorities there. Block J covers
an area of about 5,000 sq km and is located
some 100 km from the Brunei coast in water
depths ranging from 1,300–1,800 metres.
The French company has taken a 60 per cent
interest in the block, alongside BHP Billiton
which has 25 per cent and Amerada Hess with
15 per cent. The group said that implemen-
tation of the award was contingent on “suc-
cessful negotiation of a production sharing
agreement.” TotalFinaElf already produces
around 20,000 b/d in Brunei.



N E W S L I N E

March 2002 27

Speaking at a seminar on oil taxation,
Khelil said the new regulations were de-
signed to attract new investors and pro-
mote competition.

The new system introduced a tax called
‘occupancy rent’, the idea of which was to
encourage investors to speed up active
exploration activities in their respective
fields where applicable.

Under the terms of the new regula-
tions, the tax on petroleum revenue would
be calculated according to the value of
output of the field from the start of pro-
duction.

Khelil said that the tax on petroleum
revenue would permit the adaptation of
the tax system to the size of the discovered
fields.

Also last month, Khelil visited Wash-
ington, where he held talks with US
Energy Secretary, Spencer Abraham.

According to a statement from the
Algerian Energy and Mines Ministry, the
meeting covered bilateral energy relations
between the two countries.

It said that the two sides reviewed
prospects for increasing bilateral co-opera-
tion in hydrocarbon activities, including
opportunities offered by the Algerian oil
and gas sector, following the reforms
implemented by the country.

Khelil invited his US counterpart to
visit Algeria, adding that the visit could
take place during the spring this year.

Quick action averts
fire at Saudi Arabia’s
Ras Tanura refinery
Riyadh — Saudi Arabian state oil firm
Saudi Aramco announced last month that
quick action had averted a fire at the Ras
Tanura refinery.

A small fire and smoke were noticed
by workers in one of the compressor units
of the old section of the Ras Tanura plant,
said a Saudi Aramco statement.

The incident was quickly contained by
the refinery teams, who responded imme-
diately, isolating the affected unit and
extinguishing the fire.

The statement added that the damage
was minor and the product supply section
of the refinery was unaffected. No inju-
ries were reported.

In a separate incident last month, the
Kuwait National Petroleum Company
(KNPC) reported a technical failure in a
compressor at the Shuaiba refinery’s
isocracker unit.

KNPC’s Director of Public Relations,
Rajih Al-Ameer, was quoted by the Ku-
wait News Agency as saying that there was
a small fire at the unit, but it was imme-
diately put out.

The 36,000 barrels/day isocracker was
secured in line with maintenance proce-
dures. Some of the crude that was previ-
ously processed in the unit would now be
redirected to another facility, while the rest
would go into storage until the damaged
unit resumed operation.

The required maintenance would be
carried out as soon as possible and opera-
tions would resume shortly afterwards,
said Al-Ameer.

Nigeria’s NNPC and
joint venture partners
reconcile 2001 accounts
Abuja — The Nigerian National Petro-
leum Corporation (NNPC) and its up-
stream joint venture (JV) partners are
reconciling their accounts for 2001, ac-
cording to a report in local newspaper The
Guardian.

The reconciliation exercise is expected
compile information on the operations of
the JVs that will go into the NNPC’s
operations report for 2002.

This will determine the state of indebt-
edness by the NNPC to the JV operations,
and enable the measurement of their per-
formance against the value of funds re-
leased for oil and gas exploration and
production for the 2001 fiscal year.

The exercise being carried out under
the supervision of the National Petroleum
Investment Management Services
(NAPIMS), a subsidiary of the NNPC,
which is also expected to design ways of
effectively managing cash call payments
between operators and the NNPC.

The affected firms are the Nigerian
units of Royal Dutch/Shell, ExxonMobil,
ChevronTexaco and TotalFinaElf, as well
as the Nigeria Agip Oil Company and Pan
Ocean.

The NNPC last year adopted a six-

Conoco, Phillips shareholders okay merger
HOUSTON — US majors Conoco and Phillips
have both announced that their stockholders
have voted to approve the proposed merger.
The votes were cast at special stockholder
meetings in March. “We’re pleased with the
outcome and appreciate the support from our
stockholders,” said Conoco Chairman, Presi-
dent and CEO, Archie W Dunham. “We
believe this merger of equals will create sig-
nificant additional value for our stockhold-
ers. The combination creates an extraordinary
set of complementary capabilities, drawing
on the talented management and core com-
petencies of both Conoco and Phillips,” he
added. Dunham also said the new company
will have strong and stable earnings and cash
flow as a result of its portfolio diversification
and a larger relative presence in more politi-
cally stable regions of the world.

French imported oil prices firmer
PARIS — The price of imported crude oil in
France firmed by 85 cents/barrel in January,
the National Statistics Office said in its latest
report. Benchmark Brent crude oil was
quoted at an average of $19.45/b for Janu-
ary, compared with $18.60/b in December
2001. “The announcement by the principal
producer countries — OPEC, but also Rus-
sia, Norway and Mexico — of a 2m b/d re-
duction in their exports as of January 1 had
an impact on prices,” the office said. The rise
had an impact on the price of premium gaso-
line, which was trading at $168.00/tonne in
January, compared with $159.00/t the previ-
ous month. Diesel fuel and domestic heating
oil prices were unchanged at $163.00/t, while
heavy fuel prices moved up to $98.00/t, as
against $93.00/t a month earlier.

EU, GCC to discuss free trade
BRUSSELS — A meeting of the Foreign Min-
isters of the six Gulf Co-operation Council
(GCC) states and the European Union (EU)
was scheduled to be held in Granada, Spain
at the end of last month. The GCC hoped to
use the forum to press the EU to sign the
long-awaited free trade pact, following the
GCC’s removal in December of its customs
union. The absence of a customs union has
been the main stumbling block to an EU-
GCC trade agreement. “We will present de-
tails of the customs agreement at the meeting
and we will ask them to hasten measures to
sign the free trade agreement. We hope there
will be no more excuses because any delay in
finalising this accord will not be in the inter-
est of the GCC states,” said a GCC official.
The GCC is the main oil supplier to the EU
and the two-way trade is worth over $35bn
annually, largely in favour of the EU.

In brief
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point strategy for managing the cash call
ventures. The strategies include ensuring
prompt payment of cash call claims, strict
compliance to budgeted work programmes
by the operators, and compliance by op-
erators with the provisions of the joint
operating agreement on cash call pay-
ments.

The Nigerian government has ap-
proved $3.5 billion for JV operations,
representing the average 57 per cent stake
of the Nigerian government in JV deals.

The oil companies have contributed
$2.6bn as their part of the funding, which
brought the total expenditure by the seven
major operators to about $6.15bn.

The government has proposed
$3.38bn for this year’s exploration and
production activities, and the proposal is
still before Nigerian legislators, awaiting
approval before it is signed into law by
Nigerian President Olusegun Obasanjo.

Qatari natural gas fuels
planned 500-megawatt
power plant in India
Doha — A proposed power project in
India which will use Qatari gas is making
progress and is likely to be commissioned
by mid-2005, according to the project’s
chief promoter, K P Nambiar.

Nambiar, a former senior Indian gov-
ernment official, said that Qatar is to
provide natural gas to power a planned
500-megawatt power plant in Kerala State,
India, once the LNG receiving terminal in
Kochi, run by Indian firm Petronet, comes
into operation in 2005.

In an interview with Qatari newspa-
per The Peninsula, he said that land for
the proposed power plant, which will be
set up in Kannur district in the north of
Kerala, had already been acquired.

The project is the first major indus-
trial initiative in Kerala after the authori-
ties launched a drive to fight the state’s
image as an investment-hostile environ-
ment.

Nambiar added that he had been
working on the project for the past seven
years and has already concluded gas sup-
ply deals for the plant with Petronet and
the Gas Authority of India.

The cost of the project is estimated at

$340 million, which is believed to be the
lowest in India for such a power plant, he
pointed out.

According to Nambiar, applications
for the necessary approvals have already
been made to India’s Central Electricity
Authority and a co-promoter for the
project is now being sought. Final approval
for the project is likely to come by the end
of the year.

Sheer Energy gets
approvals for Iranian
oil field development
New York — Sheer Energy Canada has
announced that it has received all neces-
sary approvals from the Iranian govern-
ment with respect to its service contract
for the development of the Masjed-I-
Suleyman oil field.

The agreement, a buy-back style con-
tract, was negotiated with the National
Iranian Oil Company and Sheer Energy
(Cyprus), which is the operator of the
project with a 49 per cent interest.

The balance of the project, 51 per cent,
is held by Naftgaran Engineering Services
Company of Tehran, which is a subsidi-
ary of the Oil Industry Investment Com-
pany of Iran.

The terms of the agreement call for the
investment of approximately $88 million
over a period of four years, to reach the
targeted production level of an incremen-
tal 20,000 barrels/day of oil.

The work involves a detailed reservoir
simulation study, recompletion of four to
six wells, drilling two new vertical and
eight horizontal wells, and the construc-
tion of processing and water re-injection
facilities.

Repayment will be made from crude
oil sales over the ensuing three years from
project completion. Compensation for the
investment is based upon an agreed rate
of return at the targeted production level.

The rate of return will increase or
decrease if production rises above or falls
below the target level over the payback
period.

The Masjed-I-Suleyman field has a
long history. It was the first oil reservoir
discovered in the Middle East and was
initially drilled in 1908.

Lower prices depress UAE’s GDP
ABU DHABI — The gross domestic product
of the United Arab Emirates (UAE) fell by
four per cent last year, compared with 2000,
according to a new report. In releasing the
economic indicators report, the Minister of
Planning, Sheikh Humaid Bin Ahmed Al
Mualla, said the decline in GDP was due to
the fall in oil prices worldwide. The nation’s
GDP was $68 billon in 2001, compared with
$70.76bn in 2000. Oil prices dropped by 16
per cent, from an average of $27.6/barrel in
2000 to $23/b last year, he noted. Revenue
from the oil sector fell by 17 per cent in 2001
from the year before, reducing its contribu-
tion to GDP from 33.4 per cent in 2000 to 28
per cent last year. Correspondingly, the non-
oil sector’s share of GDP rose from 66.5 per
cent in 2000 to 72 per cent last year. The
manufacturing sector was the top non-oil
contributor, with 13.8 per cent of GDP in
2001, compared with 13.4 per cent in 2000.

Egyptian firm invests in Algeria
ALGIERS — The Egyptian construction firm,
Orascom, has started the construction of a
cement factory at M’sila, situated 300 km
south-east of the capital Algiers. The project,
to be fully financed by the Egyptian company,
will cost $150 million to complete and is
scheduled to be brought into production in
2004. In the first stage, the factory will pro-
duce 1.4m tonnes/year of cement, which will
rise to 1.8m t/y in the second phase. Accord-
ing to Orascom’s General Manager, Naguib
Sawiris, the firm planned to invest in other
projects in Algeria, including another cement
factory, and telecommunications and tour-
ism schemes. He was speaking here at a cer-
emony marking the activation of a GSM

network, for which his firm received a licence.

BP sells Yorktown refinery to Giant
SCOTTSDALE, ARIZONA — BP and Giant In-
dustries announced last month that they had
reached an agreement for Giant to acquire
BP’s Yorktown, Virginia refinery for $127.5
million plus the value of inventory at clos-
ing, currently estimated to be $42 million.
Additionally, the agreement includes poten-
tial payments not to exceed $25 million if
certain refining margin levels are met begin-
ning in the year 2003 and concluding at the
end of 2005. The refinery is located in
Yorktown, Virginia, on the York River and
has a crude oil processing capacity of 62,000
b/d. The product slate, approximately 50 per
cent gasoline, also includes a wide range of
products such as diesel fuel, heating oil and
coke. The refinery is the only one in Virginia
and is able to serve the local area, as well as
the New York Harbour.

In brief
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nternational climate change negotia-
tors in Marrakech, Morocco, reached
agreement on November 10, 2001 on

a complex set of decisions specifying rules
for implementing the Kyoto Protocol. The
decisions by the Seventh Session of the
Conference of the Parties (COP7) to the
UN Framework Convention on Climate
Change (UNFCCC) provided detailed
legal text elaborating on the broad prin-
ciples of the Bonn Agreement, reached in
July at the reconvened COP6 in Bonn,
Germany.

The Marrakech Accord effectively com-
pletes the work under the Buenos Aires
Plan of Action (BAPA), adopted at COP4,
and sets the stage for countries to ratify the

Protocol and bring it into force possibly
before the convening of the World Sum-
mit on Sustainable Development in Sep-
tember 2002, but with the US formally
not on board.

The Bush administration is studying
with “serious interest” a proposal to re-
duce petrol use by establishing a system of
tradable credits for fuel economy improve-
ments. The trading of fuel economy cred-
its was proposed in a report on fuel
economy (CAFE) standards issued by a Na-
tional Academy of Sciences panel.

In the USA, the House-passed energy
bill, HR4, had stalled in the Senate paving
the way for a rival piece of legislation
drafted by the Democrats to be intro-

duced for debate. The Senate Democratic
energy bill will try to push a comprehen-
sive energy plan, which aims to balance
energy production and energy efficiency,
while avoiding drilling in the ANWR,
promoting renewable energy and increas-
ing efficiency standards in appliances. The
provision also aims to open international
markets for US clean energy technologies;
expand climate change science programmes
and fund research and development for
technologies to reduce greenhouse gases.

The European Commission has pub-
lished its plans for regulatory and fiscal
measures to promote biofuels as a first step
towards encouraging the take up of alter-
native fuels in the transport sector.

The OPEC Secretariat established its own Environmen-
tal Task Force (ETF) in 1994 to monitor developments
in the field of energy use and the environment. Its
principal objective is to keep OPEC’s Ministers continu-
ously informed about the status of the energy/environ-
mental debate, as it affects the Organization and its
Member Countries. The ETF’s work is also seen as
adding impetus and authority to the discusssions at high-
level meetings involving OPEC.

A Quarterly Environmental Report (QER) is circu-
lated to Member Countries, in which the ETF reviews
recent activities in the various international environ-

mental fora, monitors changes in energy taxation, and
provides background information on relevant forth-
coming events, etc. Although this is an internal
OPEC document, selected extracts from the publication
appear regularly in the OPEC Bulletin for the benefit
of a wider readership.

This month’s selection comes from the QER published
at the end of the fourth quarter of 2001. It features the
highlights of the issue (below), which include the Seventh
Session of the Conference of the Parties (COP7) in
Marrakech, Morocco, in November 2001, and a calen-
dar of events.

Seventh Session of the Conference
of the Parties (COP7) is held in

Moroccan city of Marrakech

Issue highlights

I
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April 26, 2002
AltEnergy 2002

Edmonton, Alberta, Canada. AltEnergy
2002 is a national conference focusing
on the important field of renewable and
sustainable energy. This conference will
provide the alternative energy commu-
nity with an opportunity to review new
research and technologies and exchange
ideas and information that will help
further the industry. For more informa-
tion, contact: Linda McCaffrey. Tel: +1
403 258 0705; e-mail: expos@uniglobe-
tradeshows.com; Web site: www.
altenergy2001.org.

May 13–14, 2002
Sustainability, trade and
environment

Chatham House, London, England.
Further to the successful agreement in
November of the start of a new trade
round at the WTO ministerial meeting
in Doha, this conference will provide an
opportunity to discuss with the key
players on the trade and environment
scene the major issues arising from the
Doha Declaration. Topics will also in-

clude: multilateral environmental agree-
ments; developments in dispute settle-
ment; institutional challenges; investment
and services; agriculture and fisheries and
the role and position of developing coun-
tries. For more information, contact: The
Royal Institute of International Affairs,
Chatham House 10 St James’s Square,
London SW1Y 4LE, UK. Tel: +44 (0)20
7957 5754/00; fax: +44 (0)20 721 2045/
7957 5710; e-mail: gwright@riia.org.

May 19–24, 2002
Energex 2002

The 9th International Energy Conference
and Exhibition, Cracow, Poland. Organ-
ized by the Mineral and Energy Economy
Research Institute and the International
Energy Foundation, this conference and
accompanying exhibition have become
recognized as the leader in promoting
international transfer of technology in
the field of energy. Energex 2002 aims
to provide the opportunity for engineers
and researchers to promote scientific
and technological co-operation. Topics to
be covered include new and renewable
sources of energy, clean coal technologies,
oil and gas, nuclear energy, environmental

Calendar of meetings

control and waste recycling (including
climate change), energy policies and
economics, and rational use of energy.
For more information, contact: Dr Lidia
Gawlik, Mineral & Energy Economy
Research Institute, 30-950 Krakow 65,
PO Box 49, Poland. Tel: +48 12 632
27 48; fax: +48 12 633 50 47; e-mail:
energex@min-pan.krakow.pl.

June 5–14, 2002
16th Sessions of the Subsidiary
Bodies

Bonn, Germany (to be confirmed). For
more information, contact: United
Nations Framework Convention on
Climate Change (FCCC) Secretariat,
Haus Carstanjen, Martin-Luther-King-
Strasse 8, D-53175 Bonn, Germany.
Tel: +49 228 815 1000; fax: +49 228
815 1999; e-mail: secretariat@
unfccc.de; Web site: www.unfccc.de.

June 17–21, 2002
12th European Conference and
Technology Exhibition on Biomass
for Energy Industry and Climate
Protection

The European Commission has asked
all 15 EU states to ratify the Kyoto Pro-
tocol before the World Summit on Sus-
tainable Development (Rio+10) in
Johannesburg in September. The EU’s
goal is for all member states to ratify the
Protocol by June 14, 2002.

Ireland recently approved a C–– 640

million (£395 million) plan to build the
world’s largest offshore wind farm, capa-
ble of generating 520 megawatts of elec-
tricity.

Norway and Sweden have officially
rejected the use of sinks in their imple-
mentation of the Kyoto commitments.

During COP7 in Marrakech, the

Norwegian Minister of the Environment
announced the global gas flaring reduc-
tion initiative, jointly funded by the
Norwegian Government and the World
Bank. This initiative aims to support the
petroleum industry and national govern-
ments in their efforts to reduce flaring
(and venting) of gas.
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Amsterdam, Netherlands. Organized by
the Energy Transport Agriculture (ETA)
organization, topics at this year’s con-
ference include biomass resources, re-
search and development of bioenergy
conversion technology resources, dem-
onstration and market implementation
of bioenergy in the heat and electricity
sector, demonstration and market im-
plementation of bioenergy in the trans-
portation sector, combined application
of biomass for energy, products and
climate protection, strategy and policy
issues, and biomass in the developing
world. For more information contact
the ETA.  Tel: +39 055 5002174; Web
site: www.etaflorence.it.

June 24–27, 2002
Second world congress of environ-
mental and resource economists

Monterey, California, USA. The four-
day programme will consist of plenary
sessions with keynote speakers, parallel
sessions with contributed papers, and
some sessions with invited papers or
panels on topics of special interest. The
keynote speakers are Kenneth Arrow,
Partha Dasgupta, Daniel McFadden,
and Martin Weitzman. Contact:
Michael Hanemann (Conference Chair),
University of California, Berkeley, 207
Giannini Hall #3310, Berkeley, Cali-
fornia 94720-3310, USA. Tel: +1 510
642 2670; fax: +1 510 845 8639; e-
mail: hanemann@are.berkeley.edu;
Web site: weber.ucsd.edu/~carsonvs.

September 2–11, 2002
World Summit on Sustainable
Development (RIO+10)

Johannesburg, South Africa. The World

Summit on Sustainable Development will
carry out a ten-year review of progress in
implementing the outcome of the UN
Conference on Environment and
Development held in Rio in 1992. The
Summit will aim to reinvigorate the
global commitment to sustainable devel-
opment at the highest level. For more
information please contact: Andrey
Vasilyev, DESA, New York. Tel: +1 212
963 5949; e-mail: vasilyev@un.org. Ma-
jor groups contact: Zehra Aydin-Sipos,
DESA. Tel: +1 212 963 8811; e-mail:
aydin@un.org; Web site: www.
johannesburgsummit.org.

September 30–October 4, 2002
6th International Conference on
Greenhouse Gas Control
Technologies

Kyoto, Japan. Organised by Research
Institute of Innovative Technology for the
Earth, IEA Greenhouse Gas R&D Pro-
gramme and Japan Society of Energy and
Resources (JSER). The aim of this confer-
ence is to provide a forum for the discus-
sion of the latest advances in the field of
greenhouse gas control technologies, in-
cluding capture, storage and utilisation of
carbon dioxide. Other mitigation options,
such as efficiency increase and use of re-
newable sources of energy are also in-
cluded, as well as options for non-CO

2

greenhouse gases, policy and economic
measures and social impacts, in a series of
parallel sessions. GHGT6 is the foremost
conference bringing together the interna-
tional community to discuss greenhouse
gas control technology, putting the differ-
ent measures in context with each other as
mitigation options. For further informa-
tion see Web sites:  www.ieagreen.org.uk
or www.rite.or.jp/GHGT6.

October 23–November 1, 2002
8th Session of the Conference of
the Parties

New Delhi, India (to be confirmed).
For more information: FCCC Secre-
tariat. Tel: +49 228 815 1000; fax: +49
228 815 1999; e-mail: secretariat@
unfccc.de; Web site: www.unfccc.de.

May 14–16, 2003
Energy & the environment 2003

Halkidiki, Greece. International Con-
ference on Sustainable Energy, Plan-
ning & Technology in Relationship to
the Environment. Details: Gabriella
Cossutta, Conference Secretariat, En-
ergy and the Environment, Wessex
Institute of Technology, Ashurst Lodge,
Ashurst, Southampton, SO40 7AA, UK.
Tel: +44 (0)238 029 3223; fax: +44 (0)238
029 2853; e-mail: gcossutta@wessex.
ac.uk; Web site: www.wessex.ac.uk.

June 2–13, 2003
Sessions of the Subsidiary Bodies

Bonn, Germany (to be confirmed).
Contact: FCCC Secretariat. Tel: +49
228 815 1000; fax: +49 228 815 1999;
e-mail: secretariat@ unfccc.de; Web site:
www.unfccc.de.

December 1–12, 2003
9th Session of the Conference of
the Parties (to be confirmed)

Contact: FCCC Secretariat. Tel: +49
228 815 1000; fax: +49 228 815 1999;
e-mail: secretariat@ unfccc.de; Web site:
www.unfccc.de.
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Table A: Monthly average spot quotations of OPEC Reference Basket and selected
crudes including differentials $/b

Year-to-date average
January 02 February 02 2001 2002

Reference Basket 18.33 18.89 24.66 18.58
Arabian Light 18.83 19.47 23.43 19.11
Dubai 18.54 19.02 23.55 18.75
Bonny Light 19.65 20.30 26.30 19.94
Saharan Blend 19.64 19.73 26.84 19.68
Minas 18.88 18.91 24.74 18.89
Tia Juana Light 15.37 16.05 23.01 15.67
Isthmus 17.42 18.74 24.73 18.00

Other crudes
Brent 19.48 20.22 26.36 19.81
WTI 19.71 20.67 29.45 20.13

Differentials
WTI/Brent 0.23 0.45 3.09 0.32
Brent/Dubai 0.94 1.20 2.81 1.06

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

Crude oil price movements

The monthly price of OPEC’s Reference
Basket2 rose for the second consecutive
month in February, recovering from the
slump that had started in September last
year and had brought down the average
monthly Basket price by $6.80/barrel, or
almost 28 per cent, in just three months.
The Basket regained 56¢/b, or 3.1 per
cent, with respect to the previous month;
however, on a year-on-year basis, it stood
an amazing 25.7 per cent lower. Chrono-
logically, the Basket started the month
rising by a marginal 14¢/b, to average
$18.44/b in the first week; it firmed even
further during the second week, when
it gained another 70¢/b to finish at
$19.14/b. The Basket then suffered
a setback, falling in the third week by
35¢/b; however, it recovered towards
the month-end, when it gained 39¢/b to
average $19.18/b. Looking at the seven
crudes that compose the Reference Basket,
we find that they all registered gains, with
Isthmus and Tia Juana Light leading the
rises with $1.32/b and 68¢/b; Bonny Light
and Arabian Light followed, increasing by
65¢/b and 64¢/b, respectively. Dubai and
the Brent-related crude, Saharan Blend,
firmed by 48¢/b and 9¢/b during the
month. Finally, Minas posted the smallest

gain, rising by a marginal 3¢/b to average
$18.91/b (see Table A).

Crude oil prices started the month
oscillating within a $1/b range and react-
ing to bearish as well as bullish news;
however, they failed to move distinctly in
either direction, as the immediate outlook
remained obscure. On the positive side,
prices firmed on news of a big explosion
in an oil-gathering centre in Kuwait, with
first reports citing a production loss of as
much as 600,000 b/d, and bullish API
stock data which showed better-than-ex-
pected figures. Later on, prices gave up
some of the gains, after Kuwait announced
that other facilities would compensate for
any loss in production and that exports
would not be affected at all. Topping the
bearish news was a much larger crude oil
inventory build-up reported by the US
Department of Energy’s Energy Informa-
tion Administration, that triggered a sell-
off in the futures markets later in the week.
During the second week, crude oil prices
firmed further, supported by news that a
major oil company was awarded a buying
tender by the US Administration to de-
liver 18.6 million barrels of crude oil to the
US Strategic Petroleum Reserve (SPR).
The announcement by the winner (Shell),
that it had potential demand for the entire
March Brent programme, raised concern
over a possible play in the physical Brent

February1

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.

market. Meanwhile, rising tensions be-
tween the USA and Iraq overshadowed
bearish weekly US inventory data and
unleashed a wave of short-covering, as
speculators rushed to close their big short
positions.

Crude oil prices experienced several
upturns and downturns during the third
week, moving higher at the beginning of
the week, then being pulled down and
finally recovering; but the late rise was not
sufficient to put prices in positive terri-
tory, with respect to the previous week.
Weak short-term fundamentals constituted
the main factor which put pressure on
prices. Meanwhile, comments by the
Russian Energy Minister, Igor Yusufov,
raised concern, as they were interpreted as
loosening Russia’s commitment to its
pledged export cuts. A draw on US crude
and product inventories lent support to
prices later in the week. Towards the end
of the month, prices strengthened, post-
ing hefty gains amid better-than-expected
product stock figures. Meanwhile, the ever-
present tension between some Western
nations and some Middle East major pro-
ducers continued to raise worries in the
market. During the week, markets were
concerned about the United Kingdom’s
strong stance towards Iraq. The tense situ-
ation between white-collar oil workers and
the Venezuelan Government over the ap-



March 2002 33

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

pointment of a new board of directors of
the national oil company, Petroleos de
Venezuela, lent upside support to prices.

US and European markets
Supplies of sour crude grades dwin-

dled in the US Gulf Coast as volumes of
Iraqi crudes were sent east, where the
retroactive price regime imposed by the
United Nations is not in effect. Adding to
the tightness in sour grades were the out-
put cuts implemented by OPEC at the
beginning of the year. All this resulted in
a shrinking sweet crude premium over
sour grades, encouraging refiners to switch
to sweet grades. The prospect of a new
trading play on dated Brent, after Shell
announced that it had enough demand for
the entire March Brent programme, re-
duced the USA’s interest in North Sea, as
well as West African, grades priced against
the benchmark.

With unworkable refiners’ margins in
the US Gulf Coast, refinery throughput
declined by more than three per cent just
in the last week of February and stood at
85.9 per cent. Likewise, crude runs fell by
more than 900,000 b/d on a year-on-year
basis to 13.98m b/d. The contraction in
refiners’ demand became evident, when
an independent refiner tried to resell Iraqi
Basrah Light and Kirkuk crudes in the
second half of the month. At mid-month,
trade in North Sea grades came to a stand-
still, as the market waited to see Shell’s
move on physical Brent. The overhang of
other North Sea grades widened the pre-
mium to an artificially inflated dated Brent;
nevertheless, high crude prices and weak
product demand still squeezed refiners’
margins in the area. Deteriorating refin-
ers’ margins in the Mediterranean limited
demand for Russian crude.

Far Eastern markets
At the beginning of the month, the

incoming arbitrage cargoes to the Asia-
Pacific partially offset cuts in term con-
tracts by major regional producers, bringing
a bearish mood to Middle East Gulf grades.
The approach of the heavy maintenance
season, that coincided with the end-of-
winter demand for distillate-rich grades by
key refiners in North-East Asia, pushed
light sour crudes into big discounts to
their official selling price (OSP). Regional
distillate-rich grades also weakened. Ma-

regional refinery run cuts, causing tight-
ened supply and inducing a recovery in
refiners’ margins; this was in contrast to
their counterparts in the US Gulf and
Rotterdam, thereby encouraging more dis-
cretionary cutting of refinery output in the
former centre, due to poor economics
(see Table B).

US Gulf market
The average gasoline price for Febru-

ary was almost stable, compared with the
January level, although US gasoline stocks
had fallen by nearly 3m b, indicating clearly
that supply was lagging behind demand.
The modest rise in demand did not spur
any large rises in the gasoline price, due to
two principal factors: the first was the
surpassing of gasoline stock levels on a

Table C: Refinery operations in selected OECD countries

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

Dec 01 Jan 02 Feb 02 Dec 01 Jan 02 Feb 02

USA 15.03 14.67 14.61 90.9 88.5 88.2
France 1.74 1.64 1.60 92.0 86.3 84.5
Germany 2.21 2.14R 2.18 98.0 94.9R 96.4
Italy 1.82 1.74 1.87 77.4 76.4 82.2
UK 1.67 1.62 1.67 94.4 91.1 93.6
Eur-162 12.31R 11.98R 12.27 90.0R 87.7R 89.9
Japan 4.22 4.35 n.a 85.1 91.0 n.a

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.

laysia’s light sweet Tapis softened, after
the March buying programmes ended.
The last March cargoes were traded at a
single premium to the OSP, compared with
the strong 20–30¢/b premium earlier in
the month.

Product markets and
refinery operations

Product prices in the Atlantic basin mar-
kets in February displayed modest gains,
light product value increases were largely
led by crude price gains, and the prices of
the heavy end of the barrel rose on tight
supply. Product prices in Singapore en-
joyed large rises on the Shuaiba refinery
outage in Kuwait, on top of widespread

Table B: Selected refined product prices $/b

Change
 Dec 01 Jan 02 Feb 02 Feb/Jan

US Gulf
Regular gasoline (unleaded) 21.35 22.63 22.65 +0.02
Gasoil (0.2%S) 21.02 21.43 21.76 +0.33
Fuel oil (3.0%S) 14.68 14.77 15.22 +0.45

Rotterdam
Premium gasoline (unleaded) 19.16 20.76R 20.83 +0.07
Gasoil (0.2%S) 21.35 21.67R 21.81 +0.14
Fuel oil (3.5%S) 14.95 15.25 15.52 +0.28

Singapore
Premium gasoline (unleaded) 22.61 20.95 24.11 +3.17
Gasoil (0.5%S) 20.11 20.94 21.76 +0.82
Fuel oil (380 cst) 16.44 16.19 17.14 +0.95
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technicals showed that the market was
oversold. However, prices quickly went
through a corrective mode later in the
week, especially as the statistics released by
the US Department of Energy were inter-
preted by the market as bearish. Weak
product prices kept weighing on crude
prices, but support came from the firm-
ness of the back month.

In the second week of February, sen-
timent overpowered fundamentals. De-
spite a sharp downward revision to 500,000
b/d for global demand growth in 2002 by
the International Energy Agency and
bearish US stock data, which showed a
build of 4.7m b in crude oil inventories,
NYMEX WTI gained $1.6/b during the
week. A diminishing gasoline supply sur-
plus made the market more responsive to
refinery disruptions, especially as the
change from winter to summer specifica-
tions was approaching.

Talk of a plan in the Brent market to
ship this crude to the US Strategic Petro-
leum Reserve set off another uptrend which
initiated a technical rally, and funds started
to move out of their short positions. Extra
impetus came from concern over possible
US military action against Iraq, at a time
when non-commercials and speculators
were still substantially short. Evidence of
factoring-in the supply disruption was
shown by a narrowing of the March/April
spread.

The possibility of US military action
continued to support prices in the third
week, especially as funds fled from the
market. Non-commercials also closed their
short positions in product markets
(unleaded gasoline and heating oil). Fun-
damentally, the crude oil market was
overpriced, and the only dip in prices
during the week was due to the collapse
of the March/April spread.

There were upside and downside risk
factors at the end of the month. On the
downside, the risks related to economic
prospects and OPEC’s compliance
were eliminated, while only that of
Russia’s production remained; on the
upside, the number of short non-
commercial positions was lowered, thereby
eliminating any rally on their account.
However, the risk of US military action
gave prices momentum towards the end of
the month. WTI finished February at
$21.74/b.

yearly basis by about five per cent; and the
second, most importantly, was the confi-
dence of the market about US refinery
capabilities to gear up their gasoline out-
put if the margins were right, even with
stricter summer gasoline specifications,
given the two years of experience in pro-
ducing this type of gasoline. The middle
of the barrel followed crude price gains,
although increasing moderately. There-
fore, gasoil rose by 33¢/b. This was despite
warmer-than-usual weather and the shift
of the market’s focus to gasoline, spurring
refiners to maximize gasoline production
at the expense of other products that
became less well-supplied. It also affected
high-sulphur fuel oil (HSFO) output, squeez-
ing the already tight market, as the start
of two new cokers, with a total capacity of
1.8m b/month, in recent months at
Exxon’s Baytown, Texas, and Marathon’s
Garyville, Louisiana, refineries, together
with the export of several cargoes to the Far
East, enhanced the fuel oil price by 45¢/b
(see Table B).

The margins of the marker crude, West
Texas Intermediate (WTI), turned nega-
tive, as its strong price outstripped modest
product price increases.

US refinery throughput continued to
move down as a result of deteriorating
margins, a factor which first emerged in
the second quarter of 2001. It declined by
a marginal 55,000 b/d below its January
runs to around 14.61m b/d, equivalent to
an 88.2 per cent utilization rate, which
was 2.4 percentage points lower than the
previous year’s figure (see Table C).

Rotterdam market
Although product market fundamen-

tals in Europe were weak in February,
product prices posted gains, driven essen-
tially by rising crude prices. The average
gasoline price climbed by 7¢/b, despite
sustained weak regional demand. Gasoil
increased by 14¢/b, assisted in part by the
tight Mediterranean market in the first
half of the month, following a refinery
outage in southern France, although
warmer weather across the continent de-
pressed end-user demand. The HSFO price
rose by 28¢/b, attributed partially to
arbitrage trading to the Asian market,
together with solid bunker demand (see
Table B).

Refiners’ margins for Brent worsened

further, moving deeper into negative ter-
ritory, resulting from the faster rise in
crude prices than product prices.

Refinery throughput in Eur-16 (EU
plus Norway) registered 12.27m b/d, an
increase of 290,000 b/d above the January
level. Furthermore, the equivalent utiliza-
tion rate approached 90 per cent, which
was 1.5 percentage points higher than the
preceding year’s figure (see Table C).

Singapore market
Product markets in Singapore, gaso-

line in particular, enjoyed significant
strength during February, owing, to a large
extent, to the outage of the 200,000 b/d
Shuaiba refinery in Kuwait for almost two
weeks, eliminating product exports to
Singapore and thus causing rises in naph-
tha and gasoil prices. An increase in the
naphtha value and robust demand from
Indonesia and Vietnam, at a time of low
exports from Chinese refineries, were the
underlying factors behind gasoline soar-
ing by $3.17/b. The distillate market, on
the other hand, was better supplied; con-
sequently, the effect of the outage of
Kuwait’s refinery was mitigated and gasoil
gained 82¢/b. A combination of OPEC’s
continued output restraint, mostly com-
prising sour crudes, and persistently lower
regional refinery throughput, resulted in
a tightly supplied market that pushed up
the HSFO price by 95¢/b.

The relative weakness of Dubai’s price
in Singapore, compared with other world
marker crudes, coupled with the surge in
the gasoline price, as well as modest in-
creases in other product prices, were the
main reasons for the recovery in refiners’
margins from negative territory. None-
theless, their values fluctuated around
break-even point (see Table B).

As usual in January, refinery through-
put in Japan rose by almost 130,000 b/d
to an average of 4.35m b/d in January.
Hence, the equivalent utilization rate was
also boosted to 91 per cent, which was
almost at parity with last year’s level (see
Table C).

The oil futures market

NYMEX WTI started February with a
sharp rise of 90¢/b, on the back of im-
proved US economic indicators and as
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The tanker market

OPEC area spot-chartering increased by
a marginal 1.33m b/d to a monthly aver-
age of 11.52m b/d in February. However,
compared with the same period last year,
the level of OPEC fixtures was 500,000
b/d lower, due to production restraint.
Meanwhile, non-OPEC spot-chartering
surged by a remarkable 4.09m b/d to
11.40m b/d in February, almost matching
the level of OPEC fixtures. Consequently,
global spot fixtures moved 5.42m b/d
higher to 22.92m b/d, which exceeded the
corresponding month of 2001 by 1.58m
b/d. OPEC’s share of global spot-charter-
ing, therefore, plunged by 7.95 percentage
points to only 50.27 per cent, and this
level was 6.08 percentage points below the
previous year’s.

Most of the increment in OPEC char-
tering during February was attributed to
a rise in spot fixtures from the Middle East
on the westbound long-haul route of
170,000 b/d to 1.44m b/d; however, on
the eastbound route, fixtures declined by
1.05m b/d to 3.67m b/d. Hence, the
Middle East’s eastbound share of OPEC’s
total fixtures worsened considerably, by
14.45 percentage points to 31.83 per cent,
while the westbound share improved
slightly, by 0.07 percentage points to 12.54
per cent; together, they accounted for 44.37
per cent of total chartering in the OPEC
area, which was 14.39 percentage points
below the previous month’s level. Prelimi-
nary estimates of sailings from the OPEC
area decreased by 4.60m b/d to a monthly
average of 23.85m b/d.

Sailings from the Middle East also
declined, by 1.96m b/d to a monthly
average of 16.54m b/d, and that was about
70 per cent of total OPEC sailings. Arriv-
als in the US Gulf Coast, East Coast and
the Caribbean declined in February by
1.43m b/d to a monthly average of 7.59m
b/d, while arrivals in North-West Europe
and Euromed edged lower by 50,000
b/d to 6.71m b/d and 680,000 b/d to
5.46m b/d, respectively. Estimated oil-at-
sea on February 24 was 474m b, which was
43m b above the level observed at the end
of last month.

Although the VLCC market in the
Middle East was active due to increased
fixture volumes, especially in the third

week of February, freight rates moved
slowly in both directions, amid pessimistic
sentiment about the future of the market,
in the wake of OPEC’s production re-
straint. Furthermore, the amount of ton-
nage available in the region for the next 30
days, which had increased noticeably,
together with aggressive relets from South
Korean and Japanese oil companies, pre-
vented spot tanker-owners from raising
rates too much. Thus, VLCC rates on the
Middle East eastbound long-haul route
moved just three points higher to a monthly
average of Worldscale 51, while, on the
westbound route, they softened by four
points to W39. The Suezmax market across
the Atlantic was steady; however, active
VLCC fixtures from West Africa and
North-West Europe to US destinations,
with the announcement by the USA that
it would restock its Strategic Petroleum
Reserve, put downward pressure on
Suezmax freight rates. Hence, the monthly
average freight rates for Suezmax tankers
operating on the routes from West Africa
and North-West Europe to the US Gulf
and East Coasts softened by three points
each, to W63 and W66, respectively.
Aframax freight rates for tankers operating
on short-haul routes displayed mixed
trends in February. The monthly average
rates along the Caribbean/US East Coast
and Mediterranean/North-West Europe
routes improved by 26 points to W150
and six points to W127, respectively, due
to a surge in the volume of fixtures.
However, freight rates fell by seven points
to W120 on the route across the Mediter-
ranean, amid a sizable reduction in Iraqi
oil exports from the Turkish port of
Ceyhan. Freight rates for 70–100,000 dwt
tankers, on the route from Indonesia to
the US West Coast, declined by 11 points
to W103.

Clean tanker freight rates improved
along the routes from the Middle East and
Singapore to the Far East, rising by 19
points to W173 and by four points to
W176, respectively, amid sustained prod-
uct fixtures, as the Asian market started to
pick up. On the route across the Mediter-
ranean, rates increased by 14 points to
W166, while, on the route from the Medi-
terranean to North-West Europe, they
softened by two points to W168, due to
an upturn in demand for shipments in the
Mediterranean and less enquiries from

Europe. However, product trade to US
destinations slowed down, prompting rates
to decrease by 20 points to W162 on the
Caribbean/US Gulf Coast route and by
five points to W168 on the route from
North-West Europe to the US East Coast.

World oil demand

Estimate for 2001

World
Significant modifications have been

applied to the 2Q and 4Q figures since the
last report, mainly due to adjustments to
the most up-to-date data relating to all
regions. An upward revision to the 2Q
estimates is due principally to adjustments
to the projected demand in the FSU and
China. Significant upward revisions to
developing countries and OECD demand,
partly offset by a significant downward
revision to projected consumption in
China, have contributed to an upward
revision to the fourth-quarter data. Year-
2001 consumption is, therefore, estimated
to average 75.88m b/d, nearly 80,000
b/d higher than that of 2000. On a re-
gional basis, demand is estimated to have
decreased by 140,000 b/d in the OECD.
However, it is expected to have risen by
160,000 b/d in ‘Other regions’ (the former
CPEs), due solely to increases in FSU
consumption, and by 60,000 b/d in the
developing countries.

On a quarterly basis, compared with
the year-earlier figure, world demand grew
by 1.0 per cent, or 724,000 b/d, to average
76.63m b/d in 1Q. It is estimated to have
grown by 0.9 per cent, or 631,000 b/d, to
average 74.70m b/d in 2Q. The 3Q and
4Q, however, are expected to have expe-
rienced negative growth. The reasons are
decelerating economic growth in 3Q and
4Q and declining aviation fuel consump-
tion in 4Q. The 3Q demand is now es-
timated at 75.67m b/d, which is about
501,000 b/d, or 0.7 per cent, less than that
of 3Q00. Likewise, 4Q demand is esti-
mated at 76.52m b/d, nearly 529,000
b/d, or 0.7 per cent, less than that of the
year before.

OECD
Having grown by as little as 0.3 per

cent in 2000, OECD product deliveries
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posted a decline of 141,000 b/d, or 0.29
per cent, to average 47.69m b/d in 2001.
This drop is the sum of a 206,000 b/d
decline, a 146,000 b/d rise and a 82,000
b/d decline in North America, Western
Europe and the OECD Pacific, respec-
tively. The considerable declines in 3Q
and, especially, 4Q are behind the yearly
drop in demand in the OECD. In addi-
tion to weakening GDP growth rate pros-
pects in the OECD Pacific, the estimated
lower aviation fuel consumption, espe-
cially in the USA, has been responsible for
the overall lower demand in the region.

The total OECD oil requirement in
4Q01 demonstrated a significant 684,000
b/d, or 1.41 per cent, decline, compared
with the same period in 2000. This was
the net result of drops of 776,000 b/d, or
3.18 per cent, in North America and
20,000 b/d, or 0.23 per cent, in the OECD
Pacific, which were partly offset by a rise
of 112,000 b/d, or 0.73 per cent, in OECD
Europe.

Developing countries
Oil demand in developing countries is

now expected to experience a minor rise
of 60,000 b/d, or 0.32 per cent, to average
18.84m b/d for the year. The estimated
growth rate in consumption has been re-
vised up slightly for the Asian group of
countries from the previous 0.25 per cent
to 0.46 per cent. The fundamental factor
behind the lack of growth in demand is
that Asian regional GDP is projected to
grow at a lower-than-anticipated rate.
These economies are highly export-de-
pendent and are extremely reliant upon
the health of their trading partners. The
demand growth rates for Middle East and
Africa have also been revised up. However,
the demand growth rate for Latin America
has been revised down.

Other regions
Apparent demand in the ‘Other re-

gions’ is projected to grow by 157,000 b/d,
or 1.71 per cent, to average 9.34m b/d for
2001; this is lower than the previous pro-
jection of 9.43m b/d. Revisions to trade
and production data for the first quarter
show that apparent FSU demand grew by
7.01 per cent, or 259,000 b/d, compared
with the year-earlier figure. The latest as-
sessments indicate that there has been
growth of 2.92 per cent, or 107,000 b/d,
in 2Q. Estimates also indicate a significant
rise of 7.11 per cent, or 251,000 b/d, in
apparent consumption in 3Q, followed by
another considerable increase of 5.86 per
cent, or 246,000 b/d, in 4Q. During 1Q
and 2Q, net exports were 335,000 b/d, or
8.45 per cent, and 581,000 b/d, or 14.08
per cent, higher than in the corresponding
quarters of 2000. The 3Q and 4Q could
have registered substantial gains of 364,000
b/d, or 8.15 per cent, and 329,000 b/d,
or 8.21 per cent, respectively. The overall
yearly average rise in FSU net oil exports
in 2001 would, therefore, be a substantial
403,000 b/d, equivalent to 9.72 per cent.
Favourable oil prices and the need for
more revenue, in order to service inter-
national loans, seem to be the motives
behind consistently rising exports. 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
355,000 b/d, or 7.53 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 record levels. 2Q apparent demand,
however, demonstrated a significant rise
of 594,000 b/d, or 13.59 per cent. This
was in line with the considerable recovery
in total imports, which registered an im-
pressive 44.46 per cent rise in 2Q. 3Q
consumption registered a 243,000 b/d, or
4.96 per cent, decline, followed by a simi-
lar decline of 211,000 b/d, or 4.45 per
cent, in 4Q.

Forecast for 2002
Although all quarterly averages have

been adjusted, the average 2002 world
demand forecast has undergone little
change, and is now 76.23m b/d, com-
pared with the previous forecast of 76.16m
b/d. The average yearly increment has
remained basically the same and now stands
at 346,000 b/d, or 0.46 per cent, com-
pared with the 347,000 b/d, equivalent to
0.46 per cent, as mentioned in the previ-
ous report.

The estimated growth level for 2002
is significantly higher than for 2001. How-
ever, this assessment is subject to further
adjustment, as more information becomes
available on major factors, such as the
economic growth outlook, the trend in air
travel and aviation fuel consumption, and

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 4.30 4.71 4.83 4.34 4.55
20022 4.95 5.32 5.04 4.94 5.06

1. Estimate.
2. Forecast.

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

Feb 02/
2000 3Q01 4Q01 2001   Jan 02* Feb 02* Jan 02

Algeria 808 831 810 820 785 775 –10
Indonesia 1,278 1,209 1,175 1,214 1,142 1,145 3
IR Iran 3,671 3,706 3,481 3,665 3,353 3,314 –39
Iraq 2,552 2,487 2,559 2,383 2,255 2,447 192
Kuwait 2,101 2,012 1,949 2,032 1,859 1,828 –31
SP Libyan AJ 1,405 1,366 1,308 1,361 1,262 1,268 6
Nigeria 2,031 2,087 2,113 2,097 1,987 1,947 –40
Qatar 698 691 634 683 598 589 –10
Saudi Arabia 8,248 7,914 7,546 7,920 7,228 7,121 –107
UAE 2,251 2,122 2,034 2,163 1,944 1,934 –10
Venezuela 2,897 2,801 2,703 2,831 2,577 2,559 –18

Total OPEC 27,940 27,227 26,311 27,169 24,990 24,926 –65

* Not all sources available.
Totals may not add, due to independent rounding.
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prices. On a regional basis, the highest
average yearly volume growth is forecast at
171,000 b/d, or 0.91 per cent, for the
developing countries, followed by 122,000
b/d, or 1.30 per cent, for ‘Other regions’
and 53,000 b/d, or 0.11 per cent, for the
OECD.

World oil supply

Non-OPEC

Figures for 2001
The 2001 non-OPEC supply figure

has been revised up by 20,000 b/d to
46.55m b/d, compared with the last re-
port. The quarterly distribution figure for
1Q remains unchanged at 46.23m b/d,
while the other three quarters have been
revised up by 60,000 b/d to 46.03m b/d,
down by 20,000 b/d to 46.62m b/d and
up by 30,000 b/d to 47.30m b/d, respec-
tively. The yearly average increase is esti-
mated at 770,000 b/d, compared with the
2000 figure.

Expectations for 2002
Our 2002 non-OPEC supply forecast

has been revised up since the last report,
by 180,000 b/d to 47.64m b/d. This is an
increase of 1.09m b/d, compared with the
estimated 2001 figure. The 2002 quar-
terly distribution is estimated at 47.61m
b/d, 47.17m b/d, 47.61m b/d and 48.18m
b/d, respectively.

The FSU’s net oil export estimate for
2001 has been revised down by 20,000
b/d to 4.55m b/d, compared with the last
report. Our forecast for 2002 has been
revised up by 20,000 b/d to 5.06m b/d
(see Table D).

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

remain unchanged from the last report, at
3.01m b/d, 3.07m b/d, 3.23m b/d, 3.24m
b/d and 3.26m b/d, respectively.

OPEC NGL production — 1998–2002
m b/d

1998 3.01
1999 3.07
2000 3.23
1Q01 3.24
2Q01 3.24
3Q01 3.24

Western Europe
Commercial onland oil stocks in Eur-

16 continued to display an unseasonable
build in February, when they rose by a
further 9.5m b, or a rate of 340,000 b/d,
to stand at 1,066.6m b. Crude oil and total
major products contributed to this rise
nearly equally, climbing by 4.9m b to
432.7m b and by 4.6m b to 633.9m b,
respectively.

High imports, mainly from West Af-
rican, Iraqi and Russian grades, were be-
hind the build in crude oil stocks. The
downturn in transatlantic North Sea ex-
ports also contributed to this increase.
Most of the growth in total major prod-
ucts occurred with gasoline and distillates,
which rose by 3.0m b to 159.0m b and by
3.5m b to 337.6m b, respectively. Weak
demand at the same time, with an increase
of 300,000 b/d in refinery throughput,
encouraged stock-building in Europe.
Total oil stocks were 9.5m b higher than
the year-earlier level (see Table G).

Japan
In January, commercial onland oil

stocks witnessed a further draw of 11.4m
b, or a rate of 370,000 b/d, to 170.6m b.
Lower crude oil imports from the Middle
East, on account of OPEC’s production
cuts, as well as increasing refinery through-
put ahead of the seasonal shut-downs in
the second quarter, pushed crude oil down
by a considerable 13.1m b to 100.3m b.
However, a marginal increase of 1.6m b
to 70.2m b in total product inventories,
mainly in gasoline, which rose by 1.8m b
to 14.1m b, reduced the overall draw.
Total oil stocks were 5.9m b, or about
three per cent, lower than the year before
(see Table H).

Balance of supply/demand

For 2001, both world oil demand and
non-OPEC oil supply have been revised
up by less than 100,000 b/d and are
estimated at 75.9m b/d and 49.8m
b/d, respectively. These revisions have
resulted in a yearly average difference of
26.1m b/d, up by less than 100,000
b/d, compared with the last report, with
quarterly distributions of 27.2m b/d,
25.4m b/d, 25.8m b/d and 26.0m b/d,
respectively. The quarterly balances have

4Q01 3.24
2001 3.24
Change 2001/2000 0.02
2002 3.26
Change 2002/2001 0.02

OPEC crude oil production
Available secondary sources indicate

that, in February, OPEC output was
24.93m b/d, which was 60,000 b/d lower
than the revised January level of 24.99m
b/d. Table E shows OPEC production, as
reported by selected secondary sources.

Rig count

Non-OPEC
Rig activity slowed in February. West-

ern Europe and Latin America were the
most affected regions, witnessing drops of
22 and 12 rigs, respectively, compared
with January’s figures.

OPEC
OPEC’s rig count increased by ten to

246 in February, compared with January’s
figure.

Stock movements

USA
US commercial onland oil stocks lost

the previous month’s build, when they
declined by 15.9m b, or a rate of 570,000
b/d, to 1,001.4m b during February 1–
March 1. Relatively healthy demand, es-
pecially for gasoline, which improved by
nine per cent, compared with last month,
and decreasing distillate output, which
declined by 110,000 b/d, pushed distil-
lates and gasoline down by 3.7m b to
212.7m b and by 6.5m b to 130.8m b,
respectively.

Also, fuel oil showed a slight decrease
of 2.8m b to 37.8m b, while jet kerosene
stabilized at 40.5m b. Crude oil rose by
1.2m b to 320.5m b, due to lower refinery
runs and poor refiners’ margins. The overall
level was 72.3m b higher than last year’s
figure.

During the same period, the US
Strategic Petroleum Reserve (SPR) in-
creased further by 5.5m b to 559.7m b,
on the new ‘royalty-in-kind’ programme
(see Table F).
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Table F: US onland commercial petroleum stocks1 m b

Change
Jun 29, 01 Dec 28, 01 Feb 1, 02 Mar 1, 02 Feb/Jan Mar 1, 01

Crude oil (excl SPR) 310.7 309.9 319.3 320.5 1.2 280.4
Gasoline 221.6 207.9 216.4 212.7 –3.7 205.8
Distillate fuel 112.8 137.6 137.3 130.8 –6.5 117.2
Residual fuel oil 42.5 40.9 40.6 37.8 –2.8 38.4
Jet fuel 43.0 40.7 40.5 40.5 0.0 42.4
Unfinished oils 90.4 90.6 92.0 90.1 –1.9 97.0
Other oils 191.4 181.5 171.2 168.9 –2.3 147.9
Total 1,012.4 1,009.2 1,017.3 1,001.4 –15.9 929.1
SPR 543.3 549.0 554.2 559.7 5.5 541.7

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

Table G: Western Europe onland commercial petroleum stocks1 m b

Change
Sep 01 Dec 01 Jan 02 Feb 02 Feb/Jan Feb 01

Crude oil 436.61 435.96 427.85 432.74 4.89 415.74
Mogas 144.63 151.81 155.98 158.95 2.97 154.56
Naphtha 25.96 26.40 25.08 24.20 –0.88 23.02
Middle distillates 323.40 331.20 334.05 337.58 3.53 337.55
Fuel oils 120.97 119.08 114.21 113.17 –1.04 126.23
Total products 614.96 628.49 629.32 633.90 4.58 641.36
Overall total 1,051.57 1,064.45 1,057.17 1,066.64 9.47 1,057.10

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

Table H: Japan’s commercial oil stocks1 m b

Change
Jun 01  Sep 01  Dec 01 Jan 02 Jan/Dec Jan 01

Crude oil 127.3 118.0 113.4 100.3 –13.1 105.2
Gasoline 14.3 13.8 12.3 14.1 1.8 14.6
Middle distillates 33.6 45.7 37.8 37.2 –0.6 36.8
Residual fuel oil 19.8 19.9 18.5 19.0 0.5 20.0
Total products 67.7 79.5 68.6 70.2 1.6 71.3
Overall total2 195.1 197.5 182.0 170.6 –11.4 176.5

1. At end of month. Source:  MITI, Japan.
2. Includes crude oil and main products only.

been revised down by less than 100,000
b/d to 900,000 b/d, 1.7m b/d, 1.4m
b/d and 300,000 b/d, respectively. The
2001 annual average balance is estimated
at 1.1m b/d. The 2000 balance has been
revised down by less than 100,000 b/d to

1.1m b/d, compared with last month.
For 2002, Table I shows an upward

revision to world oil demand of less than
100,000 b/d to 76.2m b/d, while total
non-OPEC supply has been revised up by
less than 200,000 b/d to 50.9m b/d, re-

sulting in an expected annual difference of
around 25.3m b/d, down by more than
100,000 b/d, compared with the last re-
port. The quarterly distribution is 25.8m
b/d, 24.4m b/d, 25.0m b/d and 26.1m
b/d, respectively.
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Table J: 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 48.9 46.5 47.5 48.0 47.7 48.7 46.4 47.3 48.7 47.7

North America 23.1 23.8 24.1 24.2 23.7 24.0 23.7 23.9 24.1 23.9 24.0 23.9 24.0
Western Europe 15.3 15.2 15.1 15.2 14.8 15.5 15.5 15.2 15.2 14.6 15.3 15.7 15.2
Pacific 8.4 8.7 8.7 9.4 8.0 8.1 8.8 8.6 9.4 7.9 8.0 9.0 8.6

Developing countries 18.2 18.6 18.8 18.7 18.8 19.1 18.9 18.8 18.8 18.9 19.2 19.2 19.0
FSU 4.3 4.0 3.8 4.0 3.8 3.8 4.4 4.0 3.9 3.7 4.1 4.4 4.0
Other Europe 0.8 0.8 0.7 0.8 0.7 0.7 0.7 0.7 0.8 0.8 0.7 0.7 0.8
China 3.8 4.2 4.7 4.4 5.0 4.6 4.5 4.6 4.5 5.0 4.6 4.5 4.7
(a) Total world demand 73.8 75.2 75.8 76.6 74.7 75.7 76.5 75.9 76.7 74.8 75.9 77.5 76.2

Non-OPEC supply
OECD 21.8 21.3 21.9 21.8 21.6 21.8 22.3 21.9 22.3 21.8 21.9 22.2 22.0

North America 14.5 14.1 14.3 14.2 14.3 14.5 14.6 14.4 14.8 14.6 14.6 14.6 14.7
Western Europe 6.6 6.6 6.7 6.8 6.5 6.6 6.9 6.7 6.7 6.5 6.5 6.8 6.6
Pacific 0.7 0.7 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.7 0.7

Developing countries 10.5 10.8 11.0 11.0 10.8 11.0 11.1 11.0 11.3 11.1 11.3 11.4 11.3
FSU 7.3 7.5 7.9 8.3 8.5 8.6 8.8 8.5 8.8 9.0 9.2 9.4 9.1
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 3.3 3.3 3.3 3.3 3.3 3.4 3.3 3.4 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 46.2 46.0 46.6 47.3 46.5 47.6 47.2 47.6 48.2 47.6
OPEC NGLs 3.0 3.1 3.2 3.2 3.2 3.2 3.2 3.2 3.3 3.3 3.3 3.3 3.3
(b) Total non-OPEC supply and

OPEC NGLs 47.5 47.6 49.0 49.5 49.3 49.9 50.5 49.8 50.9 50.4 50.9 51.4 50.9

OPEC crude oil production1 27.8 26.5 27.9 28.1 27.1 27.2 26.3 27.2
Total supply 75.2 74.1 76.9 77.5 76.4 77.1 76.9 77.0
Balance2 1.5 -1.1 1.1 0.9 1.7 1.4 0.3 1.1

Closing stock level (outside FCPEs) m b
OECD onland commercial 2698 2446 2527 2521 2596 2655 2617
OECD SPR 1249 1228 1210 1210 1207 1206 1222
OECD total 3947 3675 3737 3731 3803 3860 3840
Other onland 1056 983 999 998 1017 1032 1027
Oil on water 859 808 876 913 833 867 853
Total  stock 5861 5466 5612 5642 5654 5759 5719

Days of forward consumption in OECD
Commercial onland stocks 57 51 53 54 55 55 54
SPR 26 26 25 26 25 25 25
Total 83 77 78 80 80 80 79
Memo items
FSU net exports 3.0 3.4 4.1 4.3 4.7 4.8 4.3 4.5 4.9 5.3 5.0 4.9 5.1
[(a) — (b)] 26.3 27.6 26.8 27.2 25.4 25.8 26.0 26.1 25.8 24.4 25.0 26.1 25.3

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

Table J 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 41, while
Graphs One and Two (on pages 40 and 42) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs
on pages 43–48, 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,

November 2001 to February 2002
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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, 2001–2002 ($/b)

2001 2002
Member Country/ Feb Mar Apr May June July Aug Sept Oct Nov Dec Jan February
type of crude (API°) 4Wav 4Wav 4Wav 5Wav 4Wav 5Wav 4Wav 4Wav 5Wav 4Wav 4Wav 5Wav 1W 2W 3W 4W 4Wav

Algeria
Saharan Blend (44.1) 27.80 24.82 25.65 28.47 28.16 24.82 25.96 26.13 20.65 19.00 19.08 19.64 19.37 20.21 19.53 19.82 19.73

Indonesia
Minas (33.9) 25.62 25.64 27.64 28.21 27.86 25.32 24.82 24.59 19.53 18.29 17.64 18.88 18.37 18.68 19.11 19.49 18.91

IR Iran
Light (33.9) 24.65 23.58 24.05 25.58 25.80 23.78 24.68 24.54 20.04 17.64 17.69 18.95 19.58 19.32 18.25 18.63 18.95

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

Kuwait
Export (31.4) 23.10 22.03 22.50 24.03 24.25 22.47 23.13 22.99 18.49 16.09 16.14 18.11 18.22 18.88 18.52 19.14 18.69

SP Libyan AJ
Brega (40.4) 27.79 24.69 25.54 28.85 28.18 24.96 25.73 25.91 20.62 19.00 18.81 19.71 20.10 20.81 19.96 20.42 20.32

Nigeria
Bonny Light (36.7) 27.40 24.35 25.43 28.51 28.06 24.81 25.41 25.98 20.60 18.92 18.78 19.65 20.13 20.77 19.94 20.37 20.30

Saudi Arabia
Light (34.2) 24.82 23.77 24.24 25.77 26.17 24.03 24.92 24.73 20.16 17.82 17.99 18.83 18.92 19.68 19.34 19.93 19.47
Heavy (28.0) 23.32 22.57 23.15 24.60 24.88 22.61 23.77 23.63 19.36 17.00 17.21 18.00 18.07 18.83 18.47 19.08 18.61

UAE
Dubai (32.5) 24.79 23.67 24.06 25.40 25.86 23.45 24.70 24.37 19.93 17.62 17.60 18.54 18.56 19.21 18.85 19.45 19.02

Venezuela
Tia Juana Light1 (32.4) 22.79 21.08 20.79 22.77 22.30 20.55 21.54 20.72 17.66 15.28 14.89 15.37 15.57 16.35 16.04 16.24 16.05

OPEC Basket2 25.41 23.70 24.38 26.25 26.10 23.73 24.46 24.2924.2924.2924.2924.29 19.64 17.65 17.53 18.33 18.44 19.14 18.79 19.18 18.89

Table 2: Selected non-OPEC spot crude oil prices, 2001–2002 ($/b)

2001 2002
Country/ Feb Mar Apr May June July Aug Sept Oct Nov Dec Jan February
type of crude (API°) 4Wav 4Wav 4Wav 5Wav 4Wav 5Wav 4Wav 4Wav 5Wav 4Wav 4Wav 5Wav 1W 2W 3W 4W 4Wav

Gulf Area
Oman Blend (34.0) 24.29 23.26 23.82 25.55 25.53 23.61 24.44 24.49 19.93 17.67 17.87 18.54 18.58 19.24 18.89 19.52 19.06

Mediterranean
Suez Mix (Egypt, 33.0)  22.61 19.73 21.58 24.56 23.83 21.37 22.48 23.11 17.75 16.09 16.68 16.74 16.57 17.63 16.92 17.31 17.11

North Sea
Brent (UK, 38.0) 27.30 24.42 25.37 28.35 27.96 24.66 25.78 25.84 20.54 18.80 18.58 19.48 20.00 20.71 19.86 20.32 20.22
Ekofisk (Norway, 43.0) 27.49 24.34 25.38 28.45 27.59 24.55 25.70 25.73 20.35 18.70 18.51 19.35 19.74 20.41 19.43 19.92 19.88

Latin America
Isthmus (Mexico, 32.8)  24.63 22.60 22.86 24.62 24.25 22.67 23.86 23.49 18.94 16.61 16.73 17.42 18.18 19.09 18.73 18.96 18.74

North America
WTI (US, 40.0) 29.48 27.27 27.37 28.60 27.67 26.53 27.41 26.40 22.20 19.49 19.40 19.71 19.96 20.91 20.74 21.06 20.67

Others

Urals (Russia, 36.1) 24.78 21.72 23.60 26.46 25.60 23.08 24.46 25.05 19.80 17.83 18.37 18.58 18.55 19.72 18.53 19.01 18.95
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes,

November 2001 to February 2002
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Table 3: North European market — bulk barges, fob Rotterdam ($/b)
regular gas premium gas fuel oil

2000 naphtha unleaded 87 unleaded 95 gasoil jet kero 1%S 3.5%S
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 27.82 29.33 31.55 17.97 17.19
August 22.51 27.93 29.36 30.18 31.58 18.18 18.40
September 23.19 28.49 29.88 30.87 32.18 19.84 19.23
October 19.72 22.36 23.27 27.41 28.53 16.50 16.07
November 16.88 19.27 20.20 23.03 24.38 15.49 14.68
December 17.48 18.41 19.16 21.35 23.11 14.98 14.95
2002
January 18.98 19.95 20.76 21.67 23.34 16.15 15.24
February 20.84 20.12 20.94 21.81 23.46 14.82 15.52

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

2000 naphtha premium unleaded 95 gasoil jet kero 1%S 3.5%S
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 n.a 27.74 18.20 16.93
September 23.46 29.93 n.a 29.36 18.99 17.44
October 19.14 23.55 n.a 23.61 15.61 15.07
November 16.22 19.41 n.a 20.54 13.61 12.48
December 16.91 19.11 n.a 19.16 15.15 13.15
2002
January 18.01 19.89 27.37 19.53 17.65 14.00
February 19.46 20.06 21.29 19.74 15.62 14.88

Sources: Until September 2000 Platt’s Oilgram Price Report & Platt’s Global Alert; as of October 2000 Reuters. Prices are average of available days. na not available

Graph 4: South European market — bulk cargoes, fob Italy
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Table 5: US East Coast market — New York ($/b, duties and fees included)
gasoline fuel oil

2000 regular unleaded 87 gasoil jet kero 0.3%S LP 1%S 2.2%S
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
October 25.15 26.40 26.84 20.70 17.91 16.97
November 21.68 22.97 23.63 20.28 15.98 14.97
December 21.73 21.90 22.52 20.01 16.52 15.28
2002
January 22.90 22.53 23.63 19.23 16.07 15.22
February 23.24 22.71 24.20 18.09 14.94 14.46

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 5: US East Coast market — New York
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Table 6: Caribbean cargoes — fob ($/b)
fuel oil

2000 naphtha gasoil jet kero 2%S 2.8%S
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 32.07 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 26.30 30.10 30.28 18.70 18.71
October 19.86 25.47 25.83 16.28 16.23
November 18.74 22.07 22.44 14.26 14.11
December 19.32 21.10 21.26 14.35 13.88
2002
January 19.55 21.47 22.28 14.54 13.90
February 20.28 21.79 23.40 13.57 13.50

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 6: Caribbean cargoes — fob
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Table 7: Singapore cargoes ($/b)
gasoline fuel oil

2000 naphtha premium unleaded 95 gasoil jet kero 0.3%S 180C 380C
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
October 20.58 22.23 25.53 25.92 19.10 18.53 18.72
November 18.15 20.75 21.87 22.40 15.84 15.47 15.46
December 18.36 22.61 20.11 21.77 15.78 16.15 16.44
2002
January 19.20 20.95 20.94 22.77 16.30 16.04 16.19
February 21.86 24.11 21.76 22.54 16.83 16.99 17.14

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 7: Singapore cargoes
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Table 8: Middle East— fob ($/b)
fuel oil

2000 naphtha gasoil jet kero  180C
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
October 20.47 24.05 24.42 17.51
November 18.24 20.91 21.44 14.55
December 17.61 19.33 20.48 14.61
2002
January 19.42 20.08 21.92 15.01
February 20.93 20.69 21.50 15.96

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 8: Middle East — fob
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Indonesian government mulls plan
to revitalize country’s industries

Jakarta — The Indonesian government is working on a
blueprint for revitalizing four of the nation’s industries and
developing seven others, a move that would boost exports to a
value of $42.2 billion this year from $39.7bn in 2001.

The blueprint, covering the development of industries during
2002-04, has been presented to the cabinet and the financial
sector policy committee, according to local media reports.

The government should focus on revitalizing textiles, elec-
tronics, footwear, and the pulp and paper industries, and de-
velop industries covering leather, fishing, crude palm oil, fertilizer
and agricultural machinery, food, software, and handicrafts and
jewellery, the Jakarta Post quoted Industry and Trade Minister,
Rini M Soewandi, as saying.

This would also create more jobs, offsetting the impact of
massive lay-offs of millions of workers, due to the lingering
economic recession, which began in 1997, the reports noted.

They pointed out that the present government’s main eco-
nomic agenda was to create jobs. However, the country’s indus-
trial sector remained in the doldrums because of external factors
and internal problems.

The external factors included the global economic slowdown
in the major export destinations — the United States, Japan and
Europe, said the reports.

The domestic problems included poor security measures and
law enforcement, a high-cost economy, labour issues, and a lack
of financing, they added.

Iran exports more than $1.3bn
worth of mining products

Tehran — A senior Iranian official said last month that the
country has exported $1.3 billion worth of industrial and mining
products since the start of the Iranian year that began in March
2001.

Deputy Minister of Industries and Mines, Jafar Sarqeini,
made the announcement on the sidelines of a conference on
mines, industrial safety, health and the environment held in
Khazarabad, Sari, in northern Iran.

The value of the non-oil goods exported during this period
amounted to $3.3bn, 39 per cent of which were goods subject
to the Ministry’s tariffs, reported the Islamic Republic News
Agency (IRNA).

Forty-two per cent of the goods subject to Ministry tariffs
exported since last March tariffs were minerals, while 15-20 per
cent of the investments made in the industries related to the
minerals and mining sectors.

Sarqeini noted that at the outset of third plan, export
revenues from the mining sector was $580 million, based on an
annual growth rate of 16.3 per cent, and this was expected to
increase to $1.4bn by 2004.

The value added in the mining sector in 2000 amounted to

2,850bn rials, and taking into account the annual growth rate
of 5.5 per cent, this figure was forecast to reach 3,580bn rials
in 2004, he went on.

A total of 31.5m tonnes of metallic mine products were
excavated in 2000, and this figure was expected to increase to
62m t in 2004, the Deputy Minister said, adding that produc-
tion of iron would double to reach 24m t by the year 2004.

Nigeria boosts dissemination
of information on trade

Abuja — The Nigerian government plans to establish a Web
site for the dissemination of trade information under the new
trade policy announced recently by the Ministry of Commerce.

According to a statement released by the Ministry, the
government would also establish information collection and
dissemination centres on trade and investments, in view of the
importance of efficient information services in the world trading
system.

All public and private sector organizations which had some-
thing to do with trade would be encouraged to establish trade
information service centres and the government would reopen
and establish new commercial desks abroad, the statement said.

“The network of trade information services currently oper-
ated by the Nigeria Enterprises Promotion Council (NEPC)
would be strengthened and linked with those in operation in
other ministries and agencies,” it said.

On the subject of quality certification and control, all
agricultural commodities destined for export would have be
graded and disinfested before export, the statement noted.

“It is an offence, punishable with a fine or imprisonment,
or both, for any scheduled agricultural commodity to be ex-
ported without being graded,” it added.

SABIC, Technip sign accord
for new petrochemical plant

Riyadh — The Saudi Arabian Basic Industries Corporation
(SABIC) has signed an agreement with Technip for the design
and construction of an acetic acid plant.

The unit will be based on SABIC’s new acetic technology,
developed by the firm’s research and development unit in
Riyadh. It will be the first of its kind to be based on the
oxidization of ethane, to be supplied by Saudi Aramco.

SABIC’s Vice-Chairman and Managing Director, Mohamed
H Al-Mady, said the new plant would be built at the Arabian
Industrial Fibres Company complex (Ibn Rushd), in the indus-
trial city of Yanbu.

It is anticipated that the plant will be onstream by the
beginning of the second quarter of 2004, with a production
capacity of 30,000 tonnes/year, reported the Saudi Press Agency
(SPA).

Al-Mady praised the continuous efforts of workers at the
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SABIC research and development unit for improving industrial
applications and developing more new products to meet the
requirements of markets for intermediates and basic chemicals,
polymers, fertilizers, and metals.

Their work had also enhanced SABIC’s role in the fields of
industrial catalysts, the departments of engineering and projects,
and safety and environment, SPA quoted him as saying.

SABIC, the largest Middle East petrochemical producer, is
70 per cent owned by the Saudi government, while the remain-
ing shares are held by Saudi and Gulf Co-operation Council
(GCC) private sector concerns.

Algeria, Libya agree to
set up free trade area

Algiers — Algeria and Libya have agreed to set up a free trade
area between the two countries, it was officially announced last
month.

The news came at the end of a three-day visit to Algeria by
the Secretary of the Libyan People’s General Committee, Embarek
Abdellah Echamekh.

A statement issued following the discussions between
Echamekh and Algerian Premier Ali Benflis noted that the two
sides had agreed to set up a free trade area.

In this regard, the two North African nations urged their
companies and organizations to explore additional partnership
opportunities. They also decided on a number of joint projects
in the areas of energy, tourism, finance and banking.

Algiers and Tripoli urged officials in the energy sectors of
the two countries to determine new methods of partnership in
hydrocarbons and to especially target joint projects.

According to the statement, the two sides reviewed the
situation of existing joint ventures and decided on measures to
remove obstacles that hindered their smooth running. They also
agreed on increasing the level of investment between the two
countries.

Abu Dhabi factory starts
production of steel bars

Abu Dhabi — The Emirates Iron and Steel Factory has
started commercial production at its facility in Abu Dhabi, with
an output target of 250,000 tonnes/year.

“Commercial production began in a small way last month
with one shift. Our goal is to produce 250,000 tonnes of steel
reinforcing bars this year,” said Gerold Strahlmann, the com-
pany’s General Manager.

About $82 million was invested in the first phase of the
project to make steel reinforcing bars to conform to international
standards. The factory, which is the largest in the United Arab
Emirates (UAE), uses the latest rolling mill technology.

Plans are under way to invest an additional $30 million for
expansion and diversification by adding wire rod and light

sections. The selection of consultants and contractors for the
phase is expected to begin soon.

The UAE’s steel requirements presently stand at about
700,000–900,000 t/y, with much of the demand being met
through imports from Saudi Arabia, Turkey and Qatar, and the
rest being supplied by small domestic producers.

Qatari economy stable and
policies prudent, says report

Doha — Qatar’s GDP declined slightly last year compared to
2000, but the country’s economy remains stable and its eco-
nomic policies are prudent, according to a report in the Gulf
Times newspaper.

Although 2001 was generally a good year for Qatari economy,
the country’s GDP totalled $16.1 billion, down from $16.4bn
for 2000, said the report.

The decline was largely because oil prices were lower in 2001
than in 2000. Qatari oil averaged $23.6/barrel last year, whereas
in 2000 the average price was $27.1/b, showing a decline of 12.9
per cent.

The report went on to note that Qatar’s GDP per capita has
been increasing steadily over the last five years, making the
country the richest Arab state by this measurement.

The nation’s annual per capita income was put at $29,000
in 2000, according to a report published by the Abu Dhabi-
based Arab Monetary Fund. The United Arab Emirates was
placed second among Arab nations in terms of per capita income.

Meanwhile, annual inflation in Qatar also fell in 2001, the
first decline in inflation since 1993. The fall indicated that
Qatar’s economy was stable and its monetary policy prudent,
noted the report.

Nigeria loses $800m to
inefficient power supply

Abuja — Losses due to inefficient power supply by the Nigerian
state-run National Electric Power Authority (NEPA) have been
estimated at about $800 million by a senior Nigerian official.

The Director General of the state-run Bureau of Public
Enterprises (BPE), Malam Nasir El-Rufai, made the claim in
a speech delivered at a two-day workshop on power sector reform
and privatisation in Lagos last month.

The BPE is charged with the responsibility of selling Nige-
rian government interests or stakes in companies, corporations
and parastatals.

El-Rufai, who was represented by the Director of the BPE’s
Legal Department, Irene Chigbue, told the gathering of NEPA
officials that another $440 million might have been lost through
inadequate and inefficient fuel distribution.

For Nigeria to attain the desired level of industrial and social
development, significant reforms in major sectors, like the power
sector were inevitable, he went on.
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The Director General noted that all over the world, it had
been found that the greatest resistance and opposition to pri-
vatisation of state-owned enterprises was from the labour force
of the enterprises to be privatised.

El-Rufai said that the opposition was understandable in the
sense that workers often assumed that privatising or restructur-
ing would usually lead to mass retrenchment.

However, this belief was not correct, because the duty of the
BPE, as the government agency co-ordinating the privatisation
of Nigerian government enterprises, was to ensure that the
interest of the workers was protected.

The same principle would be applied to the privatisation of
NEPA, which union members had protested against by calling
for commercialisation instead.

In his keynote address to the gathering, the Minister of
Employment, Labour and Productivity, Musa Gwadabe,
commended the union members for suspending a planned
nationwide strike in protest against the privatisation plans.

Gwadabe added that the Ministry placed great emphasis on
dialogue and consultation in the resolution of industrial dis-
putes.

Saudi Arabia mulls private
investment in power sector

Jeddah — Talks aimed at promoting private investment in
Saudi power sector to help finance expansion plans, and as a
step towards privatizing the vast electricity industry will soon
commence, according to the Governor of the Saudi Electricity
Service Company, Fareed Zaidan.

“We are seriously working on this and there will be several
meetings with many international and Saudi companies after the
Hajj to implement this plan,” he was quoted as saying by the
Okaz daily.

“We are looking for investors to enter and compete with the
Saudi Electricity Company (SEC) to provide better services at
low cost,” he noted.

The Kingdom set up the SEC in 1999 as part of moves to
restructure the sector, following the merging of four regional
power firms that had been reporting losses for years, prompting
state intervention which bailed them out.

The Kingdom, which is trying to keep pace with surging
electricity demand, has estimated that it will need $90 billion
of investment by 2023, 54 per cent of which is for generation,
29 per cent for transmission and 17 per cent for distribution.

Zaidan said the first stage of privatizing the heavily subsi-
dized electricity industry would be limited to generation, with
SEC purchasing power at an agreed price.

“After 10 years (tariffs) will be based on supply and demand
and competition,” he said, adding that the regulatory body
would review tariffs regularly to make sure citizens can afford
them.

Saudi Arabia’s Industry and Electricity Minister, Dr Hashim
Yamani, said last year that the Kingdom was ready to open up
the country’s power transmission sector to private investment.

The country needs an estimated 50,000 megawatts of new
generating capacity by 2023 and an additional 23,000 km of
transmission lines to create an interconnected national grid.

Saudi Arabia, the world’s largest oil exporter, is committed
to the restructuring of its economy, in order to enable an active
private sector to play a bigger role in the development process.

Indonesia wants to lower
ratio of debt to GDP

Jakarta — The Indonesian government said last month that
it remains fully committed to lowering the country’s ratio of debt
to GDP to 60 per cent by 2004.

The ratio is currently about 83 per cent, according to
Indonesia’s Co-ordinating Minister for Economic Affairs,
Dorodjatun Kundjoro-Jakti.

The government’s foreign debt management policy is fo-
cused on lowering the debt-to-GDP ratio, in view of the fact that
government spending on debt repayments remains the single
largest factor in the country’s budget deficit.

Indonesia’s total debt to the end of December this year
would remain at $129.7 billion, compared with $139bn at end
of April last year, said the Minister.

The $129.7bn debt, at an exchange rate of 10,400 rupiahs
to the dollar translates to an 83 per cent debt-to-GDP ratio, while
the GDP figure was put at 1,688 trillion rupiahs (about $160bn)
for this year.

The government was expected to spend 136.19tr rupiahs on
debt repayments for this year, accounting for 40 per cent of the
total budgetary expenditure.

Dorodjatun conceded that some foreign institutions had
already raised doubts about Indonesia’s ability to service its debt.
He added that he was concerned about the impact of debt-
affected budget on the economic growth rate, which was pro-
jected at four per cent this year, compared with 3.5 per cent last
year.

World Bank grants technical
assistance loan to Algeria

Algiers — The World Bank has granted a technical assistance
loan of $8.72 million to Algeria to support its transport system,
it was officially announced last month.

The agreement, which was signed in Washington by the
Algerian Ambassador to the United States, Driss Djazairi, and
the World Bank’s Director for North Africa, Christian Delvoie,
is aimed at assisting the Algerian government to manage,
modernize and expand the country’s transport system.

In January this year, the World Bank granted Algeria another
loan worth $16.5m, for the modernization of the country’s
financial system.

In a separate development last month, the President of the
African Development Bank (ABD), Omar Kabbaj, announced
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plans to finance several projects in Algeria, amounting to about
$400m.

The projects include water supply schemes in the east of the
country, and the rehabilitation of the telecommunications
network. The plans would be submitted to the ADB’s board of
directors for approval soon, he added.

Nigeria ratifies multilateral
trade and investment protocol

Abuja — Nigeria has ratified a multilateral protocol on trade
and investment with more than a dozen countries, the Transport
Minister, Ojo Maduekwe, announced last month.

The Federal Executive Council had ratified the outstanding
agreements on reciprocal promotion and protection of invest-
ments, in order to encourage and protect foreign investments
in the country, he said.

The protocol was ratified by countries that included the
United Kingdom, France, the Netherlands, Germany, Italy, and
Switzerland. Also on the list were Turkey, North Korea, South
Korea, China, Romania, Bulgaria, Egypt and South Africa.

Maduekwe pointed out that the ratification of the protocol
would assist immensely in encouraging these countries to invest
in Nigeria.

Commenting on developments in the Nigerian industrial
sector over the last two years, he said a blueprint for the industrial
development of the country had been produced and this was a
positive step.

Over the last two years, the Nigerian government had
created a conducive atmosphere that accelerated capacity utili-
zation from less than 30 per cent in 1999 to about 80 per cent
in some industries.

Two sugar companies at Bacita and Numan had been
rehabilitated, whilst the first phase of the rehabilitation of the
Nafcon fertilizer plant at Onne had been completed, alongside
the rehabilitation of the Super Phosphate Fertilizer Company
plant at Kaduna.

Saudi Arabia’s SABIC records
profit of $475m for 2001

Riyadh — The Saudi Arabian Basic Industries Corporation
(SABIC) has posted a net profit of $475.2 million for 2001,
reported the Saudi Press Agency (SPA) last month.

The Minister of Industry & Electricity and SABIC Chair-
man, Dr Hashim Yamani, was quoted by SPA as saying that the
company’s sales exceeded $7.71 billion last year, an increase of
nine per cent over 2000.

A total of 27.4m tonnes of products were marketed, repre-
senting a rise of 28 per cent as compared with the previous year.
SABIC’s total production reached 35.4m t, a 26 per cent rise
over the year 2000.

Dr Yamani said that the global recession and events in the

last quarter of the year had a negative impact on the company’s
performance.

SABIC’s Vice-Chairman and Managing Director, Mohamed
H Al-Mady, said the results were better than those of many other
companies in the industry.

Many of the firm’s competitors had announced losses, said
Al-Mady, adding that the marketing and sales performance had
helped offset the negative effects of recession.

Prices across many product lines had reached all-time lows,
especially for polyethylene, styrene and ethylene dichloride,
which are some of the key lines in the firm’s product portfolio.

Algeria continues to reduce
level of its foreign debt

Algiers — Algeria’s foreign debt stood at $22.57 billion at the
end of 2001, down by almost $3bn from the $25.26bn recorded
in December 2000, it was officially reported last month.

According to a report by the country’s Central Bank, the
ratio between annual debt servicing and exports showed a slight
increase, from 19.80 per cent in 2000 to 22.21 per cent in 2001.

The increase, according to the Bank, was due to the fall in
oil prices in 2001 and the corresponding decline in oil export
revenues. The country’s debt servicing was put at $4.46bn last
year, in comparison with $4.50bn in 2000.

The Bank’s report added that at the end of 2001, the
country’s short-term debt, stood at only $260 million, out of
a total debt of $22.57bn.

Indonesian state electricity firm
to expand power generation

Jakarta — Indonesian state electricity company PT PLN said
last month that it hoped to add 2,300 megawatts of electricity
generating capacity by 2005 to avoid a power crisis on the
densely-populated islands of Java and Bali.

About 1,000 mw would come from the expansion of existing
plants and another 1,320 mw from an independent power
producer (IPP), said PLN’s Finance Director, Parno Isworo.

The 1,320-mw IPP-operated Tanjung Jati B power plant
in central Java would be in operation by 2004, while PLN would
expand generating capacity at the Muara Karang and the Muara
Tawar plants in north Jakarta by 2005.

Tanjung Jati was one of the many power plant projects that
were postponed in 1999, following the crisis the ravaged the
country’s economy in 1997-98.

The government decided to suspend the contract as PLN
was unable to cover its contractual obligations to the IPP
regarding the deal.

Parno pointed out that Java and Bali would face severe power
shortages from 2004 if the current capacity of 18,600 mw was
not increased in good time.

Indonesia’s power demand is forecast to rise by seven per
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cent a year to 16,300 mw by 2005 from the current peak of
13,300 mw. With the planned expansion, power capacity would
rise to 20,900 mw, sufficient to cover peak demand, said Parno.

Loans were being negotiated with a Japanese banking cor-
poration to finance the Muara Karang and Muara Tawar ex-
pansions, he disclosed.

Indonesia projects modest
rise in non-oil exports

Jakarta — The Indonesian National Agency for Export
Development has forecast a rise of between 2.5–3.0 per cent in
non-oil and gas exports to $45 billion this year, compared to
$43.4bn in 2001.

However, the Agency’s Chairman, Gusmardi Bustami,
cautioned that torrential rains and floods in several parts of the
country had affected delivery of goods that were destined for
export, and this might affect the figures.

Indonesia’s total exports fell by 9.8 per cent to $56.03bn
last year, the largest percentage drop in 12 years due to the
recession in the United States and other export markets, includ-
ing Japan and Europe, according to Central Bureau of Statistics.

Exports to the United States reached $7.23bn and Japan
$6.62bn last year. In addition, domestic consumption remained
buoyant during the year, noted the Bureau.

Imports dropped by 8.14 per cent to $30.79bn, resulting
in a $15.24bn trade surplus, said Bureau Chief, Soedarti Surbakti.

Japan grants more than $400,000
for grassroots schemes in Nigeria

Abuja — The Japanese government has signed grants totalling
$254,199 for six non-governmental organizations (NGOs) lo-
cated in various Nigerian states, it was announced last month.

A breakdown of the total amount shows that the highest
grant of $66,727 went to the Watershed Initiative in Niger State.
Dr Olaniyan Fashola of the Watershed Initiative said that the
grant would enable rice farmers to raise their production levels.

Another $45,045 was earmarked for the construction of
boreholes at Umueze-uga, in the Aguata local government area
(LGA) of Anambra State.

Similarly, $43,207 was allocated for the provision and
rehabilitation of boreholes and renovation of primary schools
in Langtang North and the Qua’an Pan LGAs of Plateau State.
Another $37,539 was made available for the construction of a
primary school at Koma Hills, in the Jada LGA of Adamawa State.

The sums of $36,042 and $25,639 were granted for the
renovation of a primary school in Jagbe Town, in Esako West
LGA, Edo State, and the construction of boreholes at Akpagher
Village, Gboko LGA in Benue State, respectively.

In addition, in November last year, Japan made total do-
nations of $190,274 to five NGOs in various Nigerian states,
bringing total grants made last year to $444,473.

Japan’s Ambassador to Nigeria, Akira Matsui, said the
objective of the grant programme was to provide financial aid
to local and international NGOs, hospitals, primary schools,
research institutions, and other non-profit organizations.

“The aim is to help the implementation of their development
projects, mainly in the fields of primary health care, primary
education, poverty relief, public welfare, and the conservation
of the environment,” he noted.

Matsui said Japan’s determination to support economic
development in Africa was based on its realisation that there
would be no stability and prosperity in the world unless the
problems of Africa were resolved.

“The Japanese government intends to co-operate with the
Nigerian government in a joint effort to ameliorate the suffering
of Nigerians,” he pointed out.

Matsui expressed the hope that the donations would con-
tribute to improving the lives of the people and further strengthen
the relations between Japan and Nigeria.

Aid from GCC nations drops
sharply between 1995-2001

Abu Dhabi — Financial aid from the six Gulf Co-operation
Council (GCC) nations has been sharply cut over the past few
years and is set to slow down further in the coming years,
reported the Dubai-based Gulf News.

Official figures showed that the GCC’s financial assistance
totalled only around $8 billion between 1995–2001, com-
pared with $29.1bn between 1975–79 and $30.4bn between
1980–84.

“This is less than one third of the 1980s level in current
prices,” commented one Abu Dhabi-based economist, adding
that in real terms, it was less than one fifth of the prior level,
taking into account inflation rates and the real value of the dollar.

Experts said they expected levels of assistance to other Arab
states and non-Arab developing nations to remain low in the
coming years. This was because oil revenues, on which the GCC
nations are heavily reliant, were not expected to sharply increase.

Figures from the Abu Dhabi-based Arab Monetary Fund
showed the official cumulative financial aid provided by the
GCC since 1970 totalled around $101.8bn, nearly 94 per cent
of the overall Arab cash assistance.

Saudi Arabia extended around 64 per cent of the Arab aid
while 16.5 per cent was provided by Kuwait and 10.5 per cent
by the United Arab Emirates (UAE).

During the oil boom years, the level of financial assistance
by the GCC countries was one of the highest in the world,
accounting for more than 20 per cent of GDP in some years.

The six GCC nations earned more than $180bn in 1980
but less than $60bn in 1998. Revenues recovered to around
$123bn in 2000 and just above $100bn last year.

“How can you expect the GCC to maintain the aid level
when oil prices go below $15/b in some years and some members
suffer from slow growth, inflation, debt and persistent budget
deficits?” asked one expert.
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“Considering the real value of the dollar now, their debt and
financial imbalances, eroding investments, growth in their
population and their development needs, I think most members
need assistance now,” the paper quoted him as saying.

The fiscal plight of the GCC nations is exemplified by the
situation in Saudi Arabia, whose population is growing at a rate
of four per cent, while economic growth is limping along at less
than half that level. In addition, oil output and revenues are
sharply down from the levels of the early 1980s.

The Kingdom’s current population was put at nearly 22
million in 2000, while its oil production has receded to
just over 7m b/d from more than 12m b/d, and domestic
debt was put at more than $170bn, nearly equivalent to the
country’s GDP.

“We have suffered a lot from the sharp fluctuation of our
oil prices and you can see the huge difference in revenues from
one year to another,” Saudi Trade Minister, Osama Al Faqih
pointed out in recent press comments.

“If we compare 2001 with the previous year, for example,
we notice that we had our first surplus in 15 years in 2000, but
this year we are back to square one,” he said.

The GCC’s fellow members in the 22-nation Arab league
had been the main beneficiaries of financial aid, receiving more
than two thirds of the total assistance over the past three decades.

The six GCC nations are OPEC Members Kuwait, Qatar,
Saudi Arabia and the UAE, together with non-OPEC Bahrain
and Oman.

IMF completes latest review of
Indonesia’s economic performance

New York — The board of the International Monetary Fund
(IMF) has completed its fourth review of Indonesia’s economic
performance, under a three-year extended fund facility of about
$4.5 billion. The move opens the way for a further release of
about $341 million from the programme.

The board also approved Indonesia’s request for a one-year
extension of the current arrangement to provide time for the
reforms envisaged in the programme to take effect. Accordingly,
the current arrangement will now expire at the end of December
2003.

“The fourth review under the extended arrangement be-
tween Indonesia and the IMF has been concluded on the basis
of the relatively encouraging overall performance under the
programme, and the board granted the two necessary waivers
with respect to the structural performance criteria that were not
observed,” commented IMF First Deputy Managing Director,
Anne Krueger.

The country’s 2002 budget, which has been approved by
parliament, represents a significant step toward ensuring me-
dium-term fiscal sustainability.

The timely implementation of the recent budget plans to
reduce energy subsidies, accompanied by measures to compen-
sate the poor, are viewed as welcome initiatives, as are the
government’s plans to strengthen tax administration in 2002.

Nigeria to establish new firm
for production of solid minerals

Abuja — Nigerian President, Olusegun Obasanjo, has di-
rected the state-run Nigerian National Petroleum Corporation
(NNPC) to establish a company for the production of barytes
and bentonite.

The move, which would be done in conjunction with
Nigeria’s Ministry of Solid Minerals Development, is seen as
part of measures to stop the import of these products, which are
used by the country’s oil industry.

Speaking at the inauguration of a committee to examine
ways of accelerating production of barytes and bentonite, the
Minister of Solid Minerals Development, Kanu Agabi, said that
the President had also requested the NNPC to release funds for
the establishment of the company.

He said that the committee would work to produce a report
for consideration and implementation. It would also determine
the annual consumption of bentonite and barytes in the Nige-
rian oil industry, and determine the availability and locations
of deposits of the two minerals in the country.

Agabi added that the committee would also recommend
strategies for the immediate commercial exploitation and process-
ing of the minerals, in order to meet domestic requirement and
export any surplus.

The chairman of the committee, Ahmed Abdulkadir, who
is also the General Manager in charge of upstream investment
at the NNPC, said that the committee would work tirelessly
towards achieving its objectives.

Algeria, Venezuela sign deal
on bilateral co-operation

Algiers — Algeria and Venezuela last month signed an outline
agreement on bilateral co-operation in the energy, mines, trade,
communications, and cultural sectors.

The accord was reached following a meeting of the joint
commission of the two countries, and was signed by Algerian
Energy and Mines Minister, Dr Chakib Khelil and his Venezue-
lan counterpart, Alvaro Silva Calderón.

Speaking at the signing ceremony in Algiers, Khelil described
the session of the joint commission as being a historic one for
both countries.

The agreement, he said, opened a new stage in bilateral
economic co-operation, on a par with the strong political rela-
tions that already existed between the Algerian and Venezuelan
authorities.

Silva Calderón pointed to the necessity for making up for
lost time, which the bilateral co-operation accord accomplished,
and for speeding up the necessary means for implementing
signed agreements.

The accord, he added, was reached within the framework
of reforms being undertaken by the two countries with regard
to the prospect of opening up their markets.
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envisaged so that the needs of individual
communities can be specifically addressed.

Of the many activities anticipated, the
most important are those aimed at directly
supporting livestock production and dairy
farming. Chief amongst them is the estab-
lishment of producers’ associations,
through which members will have access
to markets and other services such as credit
for the purchase of livestock and equip-
ment, and business development training.
Also on a pilot scale, the project will pro-
mote the establishment of self-managed,
village-based savings and credit associa-
tions to provide small loans for micro-
enterprises. To help create an enabling
environment for increased economic ac-
tivity, assistance will also be given for the
reconstruction of community infrastruc-
ture, including schools, health clinics, water
and electricity supplies, roads, bridges and
telecommunications networks.

The project will be implemented over
a six-year period, during which time over
20,000 households will benefit from the
various activities. Proceeds from the Fund’s
loan will go towards the infrastructure
development component.

This is the Fund’s second public sector
lending operation in Bosnia and
Herzegovina; the first loan co-financed a
project in the education sector. Addition-
ally, one loan has been approved for the
private sector to support the development
of small and medium-sized enterprises.
The Fund has also extended five emer-
gency grants to Bosnia and Herzegovina.

This agreement was signed in Vienna
by HE Dr Azra Hadziahmetović, Minister
of Foreign Trade and Economic Relations

of Bosnia and Herzegovina, and by HE Dr
Saleh A Al-Omair, Chairman of the Gov-
erning Board of the OPEC Fund.

Data summary

Project:
Livestock and rural finance develop-
ment.

Sector:
Agriculture.

OPEC Fund loan:
$5m

Lending terms:
Interest rate of 1.5 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:
Bosnia and Herzegovina.

Executing agency:
Ministry of Agriculture, Water Man-
agement and Forestry.

Implementation period:
Six years.

Appraising agency:
International Fund for Agricultural
Development (IFAD).

Loan administrator:
IFAD through United Nations Op-
erations Service.

Co-financiers:
IFAD; beneficiaries; government of
Bosnia and Herzegovina.

Total cost:
$25.09m

Project description:
The project comprises the following
components:

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 signs 21 loan agreements
worth a total of over $145 million

In February, the OPEC Fund for International Development signed 21 loan agreements worth more than $145 million
with 15 developing countries in Africa, Asia and Europe. Thirteen of the loans will support projects in the agriculture,
energy, health and transportation sectors, while seven will provide debt relief within the context of the Heavily Indebted
Poor Countries Initiative. A line of credit was also concluded with the East African Development Bank.

No 8/2002
Vienna, Austria, February 26, 2002

Bosnia and Herzegovina
get $5m Fund loan for
rural development

The OPEC Fund for International Devel-
opment has signed a $5 million loan agree-
ment with Bosnia and Herzegovina to
help address the reconstruction needs of
war-torn rural communities. Conceived
as a pilot scheme for future replication in
other areas, the project will promote the
development of sustainable, small-scale
commercial livestock production and fi-
nance the rehabilitation of community
services and facilities.

After years of civil strife, Bosnia and
Herzegovina’s entire infrastructure has
sustained considerable damage, particu-
larly the agricultural sector, which plays a
central role in the country’s economy.
Livestock numbers have been reduced by
more than half, and a lack of credit facili-
ties hinders farmers from rebuilding their
enterprises.

Seven underdeveloped rural localities,
all traditional livestock raising areas, have
been selected to participate in the pilot
scheme. A wide range of components is
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— establishment of producers’ asso-
ciations;
— development of savings and credit
associations; and
— reconstruction of schools, health
clinics water and electricity supplies,
roads, bridges and telecommunications
networks.

No 9/2002
Vienna, Austria, February 26, 2002

Fund extends $2.5m
loan to Burkina Faso
for public health project

The OPEC Fund for International Devel-
opment has signed a $2.5 million loan
agreement with Burkina Faso towards
completion of the recently-created
national public health laboratory (NPHL)
in Ouagadougou, the country’s capital.
This initiative aims to expand existing
facilities in order to encompass a wider
range of testing services, thus eliminating
the need to utilize laboratories located
abroad.

The only referral laboratory of its kind
in Burkina Faso, the NPHL offers services
such as control tests on foodstuffs, drugs
and all other products likely to affect
community health. It also supports health
programmes, and investigates hygienic
conditions in public places, as well as
helping control agriculture and veterinary-
related diseases.

The first phase of this project, also co-
financed by the Fund, comprised the
construction of the main laboratory build-
ing and its annexes. Under the second
stage, additional facilities totalling 2,197
square metres will be built to house a
toxicology unit, quality control and test-
ing areas and special storage facilities for
chemicals, samples and pharmaceuticals.
In addition, highly sophisticated measur-
ing and analysis equipment will be pro-
cured, and a maintenance and repair
workshop for laboratory apparatus built.
Sensitization campaigns will be provided
to all age groups, especially school chil-
dren, on the importance of a proper diet,
hygiene and the risks of food and water
contamination. Prevention classes for in-

fectious diseases such as HIV/AIDS will
also be established.

Once the new facilities are operational,
health indicators in the country are ex-
pected to improve considerably due to the
early detection and treatment of diseases,
and through access to modern medication
and health education opportunities. The
population will also be protected from the
health risks associated with environmental
contaminants. In the area of agriculture,
productivity will increase as livestock ill-
nesses will be caught early and potential
epidemics avoided.

Burkina Faso has previously benefited
from OPEC Fund loans totalling $101.73
million. This amount includes loans for
balance of payments support, a commod-
ity imports programme and projects in the
transportation, water supply and sewer-
age, education, health and agriculture
sectors. The country has also received a
number of technical assistance grants in
the areas of renewable energy, water con-
servation, agriculture and health, one
emergency grant for famine victims and
research grants towards health and educa-
tion.

The agreement was signed in Vienna
by HE Thomas Sanon, Ambassador of
Burkina Faso to Austria, and by HE Saleh
A Al-Omair, Chairman of the Governing
Board of the OPEC Fund.

Data summary

Project:
National public health laboratory,
phase II.

Sector:
Health.

OPEC Fund loan:
$2.5m

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

Borrower:
Burkina Faso.

Executing agency:
Project Implementation Unit, under
the aegis of the Ministry of Health.

Implementation period:
18 months.

Appraising agency:
OPEC Fund.

Loan administrator:
OPEC Fund.

Co-financier:
Government of Burkina Faso.

Total cost: $2.84m
Project description:

The project comprises the following:
— construction of additional build-
ings to the NPHL, totalling 2,197
square metres for housing a toxicology
unit, a quality control unit and a unit
for the receipt, registration and analy-
sis of imported goods samples;
— construction of a maintenance and
repair workshop for laboratory equip-
ment;
— installation of a water well;
— procurement of analysis equipment
and laboratory materials;
— purchase of seven vehicles; and
— implementation of health and
hygiene sensitization campaigns.

No 10/2002
Vienna, Austria, February 26, 2002

OPEC Fund extends debt
relief to Chad under the
enhanced HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the
Republic of Chad for the provision of debt
relief within the framework of the En-
hanced Heavily Indebted Poor Countries
(HIPC II) Initiative.

Endorsed by the Interim and Devel-
opment Committees of the World Bank
and the International Monetary Fund in
September 1996, the Initiative represents
a united effort by the international com-
munity to address the external debt prob-
lems of the world’s heavily indebted poor
countries.

Specifically, it aims to reduce the debt
of eligible countries to sustainable levels,
subject to satisfactory policy performance,
in order to ensure that adjustment and
reform efforts are not put at risk by con-
tinued high debt and debt service burdens.
As the Initiative requires participation by
all relevant creditors, debt relief efforts



58 OPEC Bulletin

O P E C  F U N D  N E W S

entail co-ordinated actions by the interna-
tional finance community, including mul-
tilateral institutions.

In October 1999, the international
community agreed to make the Initiative
broader, deeper and faster by increasing
the number of eligible countries, raising
the amount of debt relief each country
would receive and speeding up delivery.
Both HIPC and the subsequent HIPC
Enhanced Framework foresee this being
achieved through a strategy of fully pro-
portional burden-sharing among all offi-
cial creditors.

About 38 countries could ultimately
qualify for HIPC assistance, of which 34
are in sub-Saharan Africa. To date, 24
countries have reached their decision point
under the Enhanced HIPC Initiative and
of these, four have reached their comple-
tion point under the original HIPC Ini-
tiative. These 24 countries are now
receiving debt relief which will amount to
some $36 billion over time. They qualify
for debt relief in two stages: in the first
stage, the debtor country will need to
demonstrate the capacity to use prudently
the assistance granted by establishing a
satisfactory track record, normally for three
years; in the second stage, the country will
implement a full-fledged poverty reduc-
tion strategy and an agreed set of measures
aimed at enhancing economic growth.

The OPEC Fund — committed as it
is to strategies aimed at securing economic
growth for the countries it works with —
has from the very beginning expressed its
support of the Initiative and has partici-
pated actively in its design.

The OPEC Fund has approved debt
relief under the HIPC Initiative and the
Enhanced framework to 19 countries, 15
of which are in Africa and four in Latin
America.

In May 2001, the decision point was
reached for Chad, and support for a com-
prehensive debt reduction package to this
country under the HIPC Initiative was
agreed upon by the IMF and the World
Bank. Over time, total relief from all of
Chad’s creditors will amount to approxi-
mately $260 million, which implies debt
service savings of roughly $14m annually
over a 15 year-period, or 30 per cent of
total yearly debt obligations. In net present
value terms, this relief represents around
$170m.

The OPEC Fund has been involved in
development activities in Chad for over
two decades, providing balance of pay-
ments support and assisting projects in the
sectors of education, water supply and
sewerage, transportation and agriculture.
The country has also benefited from direct
Fund grants, such as one grant to cover its
subscription to the capital of the Common
Fund for Commodities, another to fi-
nance a control programme against AIDS,
and emergency assistance to help drought
victims. Under this agreement, financing
in the amount of $7m will be made avail-
able to ease Chad’s debt burden.

The agreement was signed in Vienna
by HE Mahamat Ali Hassan, Minister of
Economic Promotion and Development
of the Republic of Chad, and by HE Dr
Saleh A Al-Omair, Chairman of the Gov-
erning Board of the OPEC Fund.

No 11/2002
Vienna, Austria, February 26, 2002

Chad expands health
care coverage with $8m
OPEC Fund loan

The OPEC Fund for International Devel-
opment has signed a $8 million loan agree-
ment with the Republic of Chad in support
of a multi-faceted scheme that aims to
boost health care coverage in three under-
served provinces. On completion, the
availability and quality of medical care for
over 750,000 people will be substantially
higher, boosting the health of the popu-
lation and reducing the spread of endemic
illnesses.

Despite government’s focus on meet-
ing the basic health needs of the popula-
tion, health indicators in Chad remain
poor; maternal/infant mortality rates are
high, children under the age of five fre-
quently perish from preventable causes
such as diarrhoea and measles, and the
incidence of infectious diseases, especially
HIV/AIDS, is on the rise. Reasons for this
are manifold: health facilities are scarce,
only one physician is available per 40,000
people and few have access to safe water
and sanitation.

This project will target areas possess-

ing some of the lowest levels of health care
coverage, namely, the prefectures of Batha,
Biltine and Salamat, where three 12,500
sq m district hospitals and 31 health cen-
tres will be constructed. At each facility,
two residence units will be built to house
one doctor and a midwife for handling
emergencies. Schemes to combat HIV/
AIDS and other contagious diseases will
comprise the construction of a blood bank
and virology laboratory at the National
Referral Hospital in the capital city
N’Djamena. In addition, a virology labo-
ratory will be built at the district hospital
in Kelo, as will 16 blood transfusion units
across the three prefectures. All infrastruc-
ture will be provided with a full-range of
medication and supplies, as well as neces-
sary equipment and furnishings. An ex-
tensive training component for health care
personnel across all levels will cover the
diagnosis, treatment and prevention of
HIV/AIDS and other related diseases and
the management of epidemics. Strong
emphasis will be placed on blood bank
safety procedures. Other measures include
the implementation of health and hygiene
campaigns, and vaccination programmes.

The OPEC Fund has previously ex-
tended nine loans to the Republic of Chad,
comprising one for balance of payments
support, and eight project loans in the
education, water supply and sewerage,
transportation and agriculture sectors. The
country has also benefited from direct
Fund grants, such as one grant to cover its
subscription to the capital of the Common
Fund for Commodities, another to fi-
nance a control programme against AIDS,
and emergency assistance to help drought
victims.

The agreement was signed in Vienna
by HE Mahamat Ali Hassan, Minister of
Economic Promotion and Development
of the Republic of Chad, and by HE Dr
Saleh A Al-Omair, Chairman of the Gov-
erning Board of the OPEC Fund.

Data summary

Project:
Second health.

Sector:
Health.

OPEC Fund loan: $8m
Lending terms:

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

Borrower:
Republic of Chad.

Executing agency:
Project Implementation Unit, under
the aegis of the Ministry of Public
Health.

Implementation period:
Three years.

Appraising agency:
African Development Bank (AfDB).

Loan administrator:
AfDB.

Co-financiers:
African Development Fund (AfDF);
Technical Assistance Fund of the
AfDF; government of Chad.

Total cost:
$16.23m

Project description:
The project will comprise the follow-
ing:
— construction of three 12,500 square
metre district hospitals and 31 health
centres, with two residence units for
each facility, as well as a blood bank,
16 blood transfusion units and two
virology laboratories;
— provision of related equipment,
drugs and medical supplies, furniture
and vehicles; and
— training of medical personnel and
establishment of health campaigns.

No 12/2002
Vienna, Austria, February 26, 2002

OPEC Fund supports
East African bank
with $10m credit

An agreement for a $10 million line of
credit was signed between the OPEC Fund
for International Development and the
East African Development Bank (EADB),
a multilateral development institution set
up in 1967 to help foster economic and
social development in Kenya, Tanzania
and Uganda.

The purpose of the line of credit is to

support the EADB’s term lending pro-
gramme to its client base of medium-sized
companies in the three countries. Me-
dium and long-term loan financing re-
mains in relatively scarce supply in the
East Africa region, and this line of credit
will allow the EADB to maintain and
increase its ability to lend on a longer-term
basis. The on-lending will assist in the
expansion of private sector development
in the region, aid employment creation
and boost overall economic growth.

The loan represents the OPEC Fund’s
first private sector operation in this region,
although the Fund has been involved in
development activities in support of the
public sector in all three countries for over
two decades. Substantial assistance has
been directed towards project financing
across all sectors, ranging from education,
health, water supply and sanitation to
energy, industry, national development
banks, transportation and agriculture. In
addition, the Fund has provided balance
of payments support and financed com-
modity imports programmes. The Fund
is also fulfilling its commitment to con-
tribute to debt relief efforts for Uganda
and Tanzania under the framework of the
Heavily Indebted Poor Countries Initia-
tive, and has helped these countries cover
subscriptions to the Common Fund for
Commodities, the Amsterdam-based or-
ganization aimed at achieving stable con-
ditions in commodity trade. Additionally,
all three countries have benefited from
Fund grants for a wide array of develop-
ment activities.

The agreement was signed on behalf
of the EADB by Fabian R Tibeita, Direc-
tor-General, and by P Tehingisa, Secre-
tary, and by HE Dr Saleh A Al-Omair,
Chairman of the Governing Board of the
OPEC Fund.

No 13/2002
Vienna, Austria, February 26, 2002

Fund extends debt relief
to The Gambia under
the HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the

Republic of The Gambia for the provision
of debt relief within the framework of the
Enhanced Heavily Indebted Poor Coun-
tries (HIPC II) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In December 2000, the decision point
was reached for The Gambia, and support
for a comprehensive debt reduction pack-
age to this country under the HIPC Ini-
tiative was agreed upon by the IMF and
the World Bank.

Over time, total relief from all of The
Gambia’s creditors will amount to ap-
proximately $90m, which represents
around $67m in net present value terms,
or 27 per cent of total yearly debt obliga-
tions. This assistance will help The Gam-
bia advance its poverty-reduction
programmes and stimulate economic
growth.

The OPEC Fund has been involved in
development activities in The Gambia for
over two decades, providing balance of
payments support and assisting projects in
the sectors of education, multi-sectoral
and transportation. Fund grants were also
extended for one research scheme in the
area of agriculture and as technical assist-
ance towards a grasshopper control cam-
paign. Under this agreement, financing in
the amount of $2m will be made available
to ease The Gambia’s debt burden.

The agreement was signed in Vienna
by HE Famara L Jatta, Secretary of State
for Finance and Economic Development
of the Republic of The Gambia, and by
HE Dr Saleh A Al-Omair, Chairman of
the Governing Board of the OPEC Fund.

No 14/2002
Vienna, Austria, February 26, 2002

The Gambia receives
$5.78m loan for coastal
restoration project

The OPEC Fund for International Devel-
opment has signed a $5.78 million
loan agreement with the Republic of
The Gambia towards a project aimed at
restoring and stabilizing the country’s
deteriorating coastline. Once completed,
the initiative will not only help curb en-
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vironmental degradation, but will also
preserve the livelihoods of thousands of
people.

The Gambia’s 81-km long coastal zone
represents a valuable natural resource,
abundant with heavy minerals such as
quartz sand, a material extensively mined
for the burgeoning construction industry.
In addition, the area provides the majority
of the population with jobs, especially in
the fisheries and tourism sectors.

However, development in this region
is accelerating more rapidly than any-
where else in the country, placing
enormous pressure on the coastline,
which has undergone such intense erosion
that large sections of beach have been
destroyed.

The Gambia’s capital city, Banjul,
home to a major port situated on the
southern bank of the Gambian River, lies
directly across from the Barra ferry termi-
nal. Ferries operating between these two
points are the primary forms of transport
for both goods and people, thereby play-
ing an important role in the economy.

However, acute siltation has restricted
their movements only to high tide con-
ditions. Unless mitigation measures
are implemented immediately to address
these shortfalls, losses to homes, vital in-
frastructure and livelihoods will be con-
siderable.

Under the project, five sections of the
coastline will be re-shaped and restored
through the construction of groynes (low,
broad walls made of sea rock) and
revetments (masonry retaining walls) to
halt erosion.

Land reclamation activities will be im-
plemented in some areas, and deteriorated
sections will be restored through the use
of sandfill. Siltation will be alleviated with
the dredging of around 200,000 square
metres of sediment from the beaches at the
Barra ferry terminal.

Once completed, this initiative will
enhance tourism, thereby raising house-
hold incomes from the additional employ-
ment opportunities. In addition, the
stabilized coast will enable local people to
develop their small enterprises, especially
women who often make their livings from
selling agricultural produce and
handicrafts.

The OPEC Fund has approved 15
earlier loans to The Gambia, comprising

nine for balance of payments support, one
loan for debt relief under the Heavily
Indebted Poor Countries Initiative, and
five others that supported projects in
the multi-sectoral, education and trans-
portation sectors. Fund grants also were
extended for one research scheme in the
area of agriculture and as technical assist-
ance towards a grasshopper control cam-
paign.

The agreement was signed in Vienna
by HE Famara L Jatta, Secretary of
State for Finance and Economic Develop-
ment of the Republic of The Gambia, and
by HE Dr Saleh A Al-Omair, Chairman
of the Governing Board of the OPEC
Fund.

Data summary

Project:
Coastal protection.

Sector:
Multi-sectoral.

OPEC Fund loan:
$5.78m

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

Borrower:
Republic of The Gambia.

Executing agency:
Department of State for Works, Com-
munications and Information.

Implementation period:
3 ½ years.

Appraising agency:
African Development Bank (AfDB).

Loan administrator:
AfDB.

Co-financiers:
African Development Fund; govern-
ment of The Gambia.

Total cost:
$19.6m

Project description:
The project comprises the following:
— construction of groynes and
revetments;
— dredging 200,000 sq m of sedi-
ment from beaches at the Barra ferry
terminal;
— land reclamation measures; and
— consultancy services.

No 15/2002
Vienna, Austria, February 26, 2002

Lao PDR to pursue
road project with $5m
OPEC Fund loan

The OPEC Fund for International Devel-
opment has signed a $5 million loan agree-
ment with the Lao People’s Democratic
Republic to help rehabilitate roads in four
remote, rural provinces. The project aims
to facilitate access to markets and social
services, thereby boosting agricultural
production and improving living condi-
tions among the region’s poor.

Employing over three-quarters of the
labour force, and representing a large source
of revenue, agriculture is of critical impor-
tance to Laos, especially for rural commu-
nities who rely on farming not only for
their livelihoods, but sustenance as well.
Development of these remote regions,
however, is severely constrained due to the
lack of a reliable transportation network.
Although relatively extensive (totalling
some 26,000 km), only about 18 per cent
of the entire network is paved. Many rural
roads, which are often no more than earth
tracks, are impassable most of the year.
While the government has made progress
in upgrading links in urban areas, those in
rural provinces remain largely under-
funded. As a result, numerous villages are
separated from marketplaces and even the
most basic social services, perpetuating
poverty for thousands of families.

The proposed project will be imple-
mented in Laos’ Attapeu, Houaphan,
Xaisomboun and Vientian provinces, ar-
eas experiencing the most acute economic
isolation. Under the initiative, some 220
km of rural access roads will be rehabili-
tated. Approximately one half of the roads
will be upgraded to bitumen standard,
while the remaining will be re-surfaced
with gravel. Additionally, some 100 km of
feeder roads in the Houaphan province
will be improved with a modified gravel
surface including a 3.5 m-wide carriage-
way. Mountainous roads will be paved
with extra-durable materials, and carriage-
ways and shoulders will be constructed,
allotting additional widths for roads pass-
ing through villages, markets and other
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congested areas. Drainage systems will also
be installed to prevent flooding during the
monsoon seasons.

Some 6,370 impoverished households
in 70 villages are expected to benefit from
the project by having year-round, reliable
access to marketplaces, employment, health
services and educational facilities, ulti-
mately reducing poverty and leading to
self-sustaining growth.

This is the 10th loan the OPEC Fund
has extended to Lao PDR. The others
include one for balance of payments sup-
port, two for commodity imports pro-
grammes and six project loans in the
agriculture, energy and transportation sec-
tors.

The agreement was signed in Vienna
by Vithayapadith Khennavong, Chargé d’
Affaires ai of the Lao People’s Democratic
Republic to Germany, and by HE Dr
Saleh A Al-Omair, Chairman of the Gov-
erning Board of the OPEC Fund.

Data summary

Project:
Rural access roads.

Sector:
Transportation.

OPEC Fund loan:
$5m

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:
Lao People’s Democratic Republic.

Executing agency:
Ministry of Communications, Trans-
port, Post and Construction.

Implementation period:
Four years.

Appraising agency:
Asian Development Bank (AsDB).

Loan administrator:
AsDB.

Co-financiers:
AsDB; government of Lao PDR.

Total cost:
$33.46m

Project description:
The project comprises the following:
— upgrading 220 km of rural roads
to bitumen standard or gravel-surfaced;

— improving 100 km of feeder roads
with modified gravel surface;
— addition of carriageways and shoul-
ders;
— installation of drains; and
— consultancy services.

No 16/2002
Vienna, Austria, February 26, 2002

Lebanon receives $10m
loan from OPEC Fund
for road scheme

The OPEC Fund for International Devel-
opment has signed a $10 million loan
agreement with the Republic of Lebanon
in support of a project to rehabilitate and
add new sections to the northern highway,
a route that connects the Beirut-Tripoli
highway to the Syrian border. The initia-
tive is part of the country’s coastal motor-
way programme, which aims to improve
links with neighbouring countries.

Lebanon’s roads play almost an exclu-
sive role in the transportation of goods and
people, and provide important linkages
between urban and rural areas. Although
the majority of them are paved, many
sections are over 60 years old and, after
years of neglect, now require extensive
rehabilitation. Drainage systems are de-
fective, and road markings and signs vir-
tually non-existent.

Under the project, twelve sections of
the 51-km northern highway will be either
rehabilitated or newly constructed. A 3-4
inch asphalt layer will be laid along the
entire length of the road, and ditches and
drains will be replaced to protect against
flooding. Road markings and signs will
also be installed, and overpasses, bridges,
viaducts and barriers built.

Once completed, the heavy traffic that
currently goes through the narrow streets
of Tripoli to reach Beirut will instead be
diverted to the newly upgraded road. The
improved transportation links will help
boost Lebanon’s economic activity by
providing better conditions for the inter-
nal transport of agricultural products as
well as the development of export-ori-
ented industries. Additionally, rural
populations will enjoy a higher standard

of living as the transfer and marketing of
products becomes faster and less expen-
sive, and basic services more accessible.

Lebanon has previously benefited from
five OPEC Fund loans for public sector
projects in the agriculture, health, educa-
tion and water supply and sewerage sec-
tors. As well, one loan has been approved
for the private sector to support the devel-
opment of Lebanon’s small and medium-
sized enterprises. Technical assistance
grants have also been extended for the
rehabilitation of the country’s health sec-
tor and to support an agricultural research
programme.

The agreement was signed in Vienna
on behalf of the Republic of Lebanon by
HE Jamal Abdul-Rahim Itani, President
of the Council for Reconstruction and
Development, and by HE Dr Saleh A Al-
Omair, Chairman of the Governing Board
of the OPEC Fund.

Data summary

Project:
Northern coastal road.

Sector:
Transportation.

OPEC Fund loan:
$10m

Lending terms:
Interest rate of four 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:
Republic of Lebanon.

Executing agencies:
Council for Development and Recon-
struction Ministry of Public Works.

Implementation period:
Three years.

Appraising agency:
Islamic Development Bank (IsDB).

Loan administrator:
IsDB.

Co-financiers:
IsDB; government of Lebanon.

Total cost:
$64.55m

Project description:
The project comprises the following:
— construction/reconstruction of 12
sections of the 51-km northern road;
— installation of drainage structures,
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overpasses, bridges, viaducts, inter-
changes and roundabouts; and
— provision of road markings and
signs.

No 17/2002
Vienna, Austria, February 26, 2002

Fund extends debt
relief to Madagascar
under HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the
Republic of Madagascar for the provision
of debt relief within the framework of the
Enhanced Heavily Indebted Poor Coun-
tries (HIPC II) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In December 2000, the decision point
was reached for Madagascar, and support
for a comprehensive debt reduction pack-
age to this country under the HIPC Ini-
tiative was agreed upon by the IMF and
the World Bank.

Over time, total relief from all of Mada-
gascar’s creditors will amount to approxi-
mately $1.5 billion, which implies debt
service savings of roughly $62 million
annually over the upcoming years, or 40
per cent of total yearly debt obligations.
In net present value terms, this relief rep-
resents around $814m. This relief will
help the country direct spending towards
improving access to health and education,
rehabilitating rural roads and water supply
systems, and providing support to poor
communities.

The OPEC Fund has assisted Mada-
gascar with its development activities for
some 20 years, providing balance of pay-
ments support and assisting projects in the
sectors of energy, transportation, agricul-
tural and education. Additionally, the
country has benefited from technical as-
sistance grants in the area of agriculture.
Under the agreement, financing in the
amount of $4m will be made available to
ease Madagascar’s debt burden.

The agreement was signed in Vienna
by HE Réné Rasata Rainiketamanga,
Director of Cabinet and Minister of Fi-
nance and Economy of the Republic of

Madagascar, and by HE Dr Saleh A Al-
Omair, Chairman of the Governing Board
of the OPEC Fund.

No 18/2002
Vienna, Austria, February 26, 2002

Fund extends $8.67m
loan to Mozambique
for road rehabilitation

The OPEC Fund for International Devel-
opment has signed a $8.67 million loan
agreement with the Republic of Mozam-
bique to help finance a major road reha-
bilitation project in seven rural districts of
the Gaza and Tete provinces. Once com-
pleted, travel time and the high cost of
moving agricultural goods will be signifi-
cantly reduced, and trading opportunities
with neighbouring countries will receive
a considerable boost.

Agriculture plays an important role in
Mozambique’s economy, contributing to
over one-third of its GDP, and employing
more than three-quarters of the popula-
tion. Endowed with numerous untapped
natural resources, the country possesses
considerable economic potential. How-
ever, progress is hindered by Mozambique’s
inadequate road infrastructure, the pri-
mary mode of transportation. Only a small
percentage is paved and, after years of civil
strife, the network has deteriorated con-
siderably, causing additional setbacks for
a country where almost three-quarters of
the population live below the poverty line.
Matters were made worse in February
2000, when Mozambique was hit with
one of the worst floods it had seen in over
half a century. Government therefore has
placed the highest priority in rehabilitat-
ing the entire transportation sector, espe-
cially in rural areas.

Targeted for renovation are the 137-
km Chókwè-Macarretane-Lagoa Nova and
the 162-km long Massacama-Columue
corridors, two stretches serving regions
with strong agricultural potential. Works
include upgrading and reconstructing
unpaved portions to double bitumen
standard, reworking and providing dam-
aged areas with an extra surface coat,
and the clearing and repairing of drains.

Bridges will be refurbished, and missing
ones replaced.

Once these important links are up-
graded, Mozambique will be in a better
position to capitalize on its advantageous
trade location with inner Africa. Rural
communities will benefit from the faster,
less expensive cost of transporting agricul-
tural produce. Throughout the implemen-
tation of the project, thousands of
temporary jobs will provide families with
additional income. Not only will food
security be improved, but also the access
to social services for previously-isolated
communities.

The OPEC Fund has approved 18
other loans for Mozambique. Of these,
three were directed for balance of pay-
ments support, and 15 went towards
projects in the agriculture, health, trans-
portation, education and energy sectors.
The country has also been the recipient of
one emergency grant to aid flood victims,
and three technical assistance grants in the
areas of health care, food safety and agri-
culture.

The agreement was signed in Vienna
by Fernando Michone Torcida, Chargé d’
Affaires of the Embassy of Mozambique
to Germany, and by HE Dr Saleh A Al-
Omair, Chairman of the Governing Board
of the OPEC Fund.

Data summary

Project:
Roads rehabilitation and upgrading.

Sector:
Transportation.

OPEC Fund loan:
$8.67m

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:
Republic of Mozambique.

Executing agency:
National Road Administration.

Implementation period:
Four years.

Appraising agency:
African Development Fund (AfDF).

Loan administrator:
OPEC Fund.
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Co-financiers:
AfDF; government of Mozambique.

Total cost:
$45.97m

Project description:
The project comprises the following:
— upgrading of unpaved stretches to
double bitumen standard;
— cleaning/clearing/repairing of
drains;
— refurbishing deteriorated portions
with extra surface coats;
— construction of 7.0-m carriageways
and 1.5-m shoulders on parts of the
Massacama-Columue road;
— replacing/repairing bridges; and
— consultancy services.

No 19/2002
Vienna, Austria, February 26, 2002

OPEC Fund supports
rural electrification
scheme in Mozambique

The OPEC Fund for International Devel-
opment has signed a $6.9 million loan
agreement with the Republic of Mozam-
bique in support of an initiative to provide
electrical power to rural communities in
its southern and northern regions. This
project falls within the scope of a larger
government scheme to strengthen the
country’s entire energy sector and, ulti-
mately, enhance economic growth.

Mozambique is endowed with a vari-
ety of energy sources, including coal,
hydropower and gas. However, despite
these relatively abundant resources, en-
ergy is derived primarily from fuel-wood
and charcoal. Efforts to connect more
households to the national grid have been
hampered by the combination of high
poverty levels, a widely scattered popula-
tion and limited public resources. To make
matters worse, Mozambique has suffered
numerous setbacks since it was hit in March
2000 with some of the worse flooding seen
in over 50 years.

Under the project, electrification works
will be conducted in the areas most se-
verely affected by the flooding, namely the
Gaza, Inhambane and Maputo provinces
located in the south, and the Nampula

province situated in the northern part of
the country. In all, some 816 km of medium
and 68 km of low voltage lines will be
installed, and 72 transformer stations of
various sizes and voltages built. In addi-
tion, 1,800 street lighting points will be
constructed along main roads.

Over 7,000 households (representing
around 51,000 people) will be newly
connected to the network, and the reliabil-
ity of service for existing customers will
improve substantially. Access to modern
energy sources will also help the country’s
numerous small and medium-scale enter-
prises, many of which are run by women.
In addition, expanded electrical services
are expected to help boost agricultural
output from improved irrigation, as well
as bring in more revenue from increased
tourism, benefiting in all some 450,000
people.

Mozambique has been the recipient of
19 other OPEC Fund loans comprising
three for balance of payments support,
and 16 for projects in the agriculture,
transportation, health, energy and educa-
tion sectors. The country has also ben-
efited from three technical assistance grants
in the areas of health care, food safety and
agriculture, as well as one emergency grant
to help flood victims.

The agreement was signed by Fernando
Michone Torcida, Chargé d’ Affaires of
the Embassy of Mozambique to Germany,
and by HE Dr Saleh A Al-Omair, Chair-
man of the Governing Board of the OPEC
Fund.

Data summary

Project:
Rural electrification.

Sector:
Energy.

OPEC Fund loan:
$6.9m

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:
Republic of Mozambique.

Executing agency:
Mozambique Electricity Company
(Electricidade de Mocambique).

Implementation period:
Four years.

Appraising agency:
African Development Fund (AfDF).

Loan administrator:
African Development Bank.

Co-financiers:
AfDF; government of Mozambique.

Total cost:
$24.1m

Project description:
The project comprises the following:
— installation of 816 km of 33 kV
medium voltage lines and 47 km of
low voltage lines;
— construction of 72 transformers of
varying sizes and voltages;
— installation of single-phase service
drops for 6,703 households as well as
three-phase service drops to supply
350 service and consumer facilities;
— construction of 1,800 street light-
ing points along main roads; and
— consultancy services.

No 20/2002
Vienna, Austria, February 26, 2002

OPEC Fund extends
debt relief to Niger
under HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the
Republic of Niger for the provision of debt
relief within the framework of the En-
hanced Heavily Indebted Poor Countries
(HIPC II) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In December 2000, the decision point
was reached for Niger, and support for a
comprehensive debt reduction package to
this country under the HIPC Initiative
was agreed upon by the IMF and the
World Bank. Over time, total relief from
all of Niger’s creditors will amount to
approximately $900 million, which corre-
sponds to about $521m in net present
value terms, which is equal to 54 per cent
of total yearly debt obligations. This relief
will free up the country’s debt service
over the coming years to around $40m
annually for expenditures in basic health
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care, primary education, rural infrastruc-
ture and other programmes geared at
poverty reduction.

The OPEC Fund has been involved in
development activities in Niger for over
two decades, providing balance of pay-
ments support, helping finance commod-
ity imports programmes and assisting
projects in the sectors of agriculture, edu-
cation, health, transportation and water
supply and sewerage. The country has also
benefited from technical assistance grants
in support of regional programmes in the
areas of agriculture, energy and telecom-
munications, as well as one emergency
grant to help alleviate food shortages. Under
this agreement, financing in the amount
of $9.5m will be made available to ease
Niger’s debt burden.

The agreement was signed in Vienna
by HE Ali Badjo Gamatié, Minister of
Finance and Economy of the Republic of
Niger, and by HE Dr Saleh A Al-Omair,
Chairman of the Governing Board of the
OPEC Fund.

No 21/2002
Vienna, Austria, February 26, 2002

OPEC Fund extends
$5m loan to Sri Lanka
for rural development

The OPEC Fund for International Devel-
opment has signed a $5 million loan agree-
ment with the Democratic Socialist
Republic of Sri Lanka to help finance a
multi-faceted rural development scheme.
Aims are to create an environment to assist
micro and medium enterprises, particu-
larly those relating to agricultural activities
that enhance economic growth and offer
employment opportunities.

Although Sri Lanka is traditionally
rural, with an economy based primarily on
agriculture, over the past two decades the
sector’s contribution to the country’s GDP

has declined. The southern province has
substantial agricultural potential, but as
production is undermined due to limited
infrastructure, a lack of credit extension
services and inadequate access to markets
and social services, poverty levels in this
region are inordinately high. In order to

help promote economic growth, Govern-
ment is implementing strategies to im-
prove the efficiency of the agriculture sector
to make it a more productive component
of the economy, and in turn, help alleviate
poverty.

Under this initiative, some 8,500 small,
medium and micro enterprises will be
eligible to receive lines of credit, and a
range of enterprise development services
will provide entrepreneurs with the knowl-
edge and skills needed to help develop
their businesses. Infrastructure will be
enhanced through the rehabilitation of
over 1,000 km of roads that provide im-
portant transport links to marketplaces
and social services. Some 92 rural markets,
which not only provide outlets for the sale
of local produce, but also act as accumu-
lation depots for the transport of goods to
other parts of the country, will be up-
graded, and surrounding access roads built/
repaired. In addition, the institutional
capacity of the southern province’s public
sector entities will be strengthened. Once
completed, an estimated 300,000 new
employment opportunities will be cre-
ated, making a significant impact on
household incomes.

The Fund has extended nine other
loans to Sri Lanka. Of these, two were
extended for balance of payments support,
and seven have helped finance projects in
the energy, multi-sectoral, agriculture and
education sectors. The country has also
benefited from two research grants and
four technical assistance grants in the areas
of agriculture and education, as well as aid
to support a food programme.

The agreement was signed in Vienna
by HE Anil Kumar Moonesinghe, Am-
bassador of the Democratic Socialist Re-
public of Sri Lanka to Austria, and by HE
Dr Saleh A Al-Omair, Chairman of the
Governing board of the OPEC Fund.

Data summary

Project:
Southern province rural economic
advancement.

Sector:
Multi-sectoral.

OPEC Fund loan: $5m
Lending terms:

Interest rate of 1.5 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:
Democratic Socialist Republic of Sri
Lanka.

Executing agency:
Ministry of Plan Implementation.

Implementation period:
Six years.

Appraising agency:
Asian Development Bank (AsDB).

Loan administrator:
AsDB.

Co-financier:
AsDB; beneficiaries; participating fi-
nancial institutions; government of Sri
Lanka.

Total cost: $41.74m
Project description:

The project will comprise the follow-
ing:
— establishment of a credit line for
around 8,500 small, medium and
micro enterprises;
— provision of professional enterprise
development services;
— rehabilitation and maintenance of
1,000 km of rural roads;
— training of local councils on sound
road management;
— upgrading of 92 rural markets;
— implementation of institutional
strengthening measures; and
— consultancy services.

No 22/2002
Vienna, Austria, February 26, 2002

OPEC Fund extends
debt relief to Tanzania
under HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the
Republic of Tanzania for the provision of
debt relief within the framework of the
Enhanced Heavily Indebted Poor Coun-
tries (HIPC II) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In April 2000, the decision point was
reached for Tanzania and, in November
2001, the country attained its completion
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point under the Initiative, ie, the time at
which it is decided that the country has
met the conditions for assistance. Over
time, total relief from all of Tanzania’s
creditors will amount to approximately $3
billion, which implies debt service savings
of roughly $116 million over the next ten
years, or 47 per cent of total yearly debt
obligations. In net present value terms,
this relief represents around $2,026m.
Resources made available by debt relief
provided under the Initiative will be allo-
cated to key poverty reduction pro-
grammes.

The OPEC Fund has been involved in
development activities in Tanzania for
over 20 years, providing balance of pay-
ments support, helping finance commod-
ity imports programmes and assisting
projects in the education, agriculture,
health and energy sectors. The country has
also been the recipient of technical assist-
ance grants which went towards regional
programmes in the water supply and sew-
erage, health and transportation sectors,
and two that supported tsetse fly eradica-
tion campaigns. Under this agreement,
financing in the amount of $14m will be
made available to ease Tanzania’s debt
burden.

The agreement was signed in Vienna
by HE Andrew Mhando Daraja, Ambas-
sador of the Republic of Tanzania to
Germany, and by HE Dr Saleh A Al-
Omair, Chairman of the Governing Board
of the OPEC Fund.

No 23/2002
Vienna, Austria, February 26, 2002

Uzbekistan obtains $5m
Fund loan for railway
modernization project

The OPEC Fund for International Devel-
opment has signed a $5 million loan agree-
ment with the Republic of Uzbekistan in
support of an ongoing government initia-
tive to renovate and upgrade the country’s
rail network. Loan proceeds will co-fi-
nance rehabilitation of the final 80 km of
the 661 km main trunk line between
Dzhizak and Samarkand.

Due to the country’s landlocked po-

sition, railways play a crucial role in
Uzbekistan’s economy, carrying almost
two-thirds of all freight volume. However,
as the railway sector has been under-funded
since independence in 1991, some of the
most important corridors have deterio-
rated to a point where speed restrictions
have become necessary, undermining the
efficiency of the system and raising trans-
port costs. This, in turn, is inhibiting trade
with low-cost suppliers and established
markets and having a detrimental effect on
the economy. Particularly in need of re-
habilitation is the last portion of the
Dzhizak-Samarkand route, which carries
the heaviest railway traffic of the entire
network. This section passes through nu-
merous poverty pockets, whose income
generating activities and access to social
services are compromised by these short-
falls.

The project will help respond to these
problems by upgrading tracks using im-
proved materials, such as special rails and
fastenings, and modernizing signalling and
communication systems. On completion,
the newly renovated route will facilitate
the flow of agricultural produce and manu-
factured goods, thereby encouraging in-
ternational trade. Furthermore, since the
stretch runs along the famous Silk Road,
where many historical and archeological
attractions remain, the economy is ex-
pected to receive an additional boost from
increased tourism. For the 3.5 million
inhabitants of the project area, the initia-
tive will mean better access to market-
places, social services and jobs.

This project represents the Fund’s first
public sector lending operation in the
Republic of Uzbekistan. One loan has also
been approved for the private sector to
support the development of small and
medium-sized enterprises.

The agreement was signed in Vienna
by HE Mamarizo Nurmuratov, Minister
of Finance of the Republic of Uzbekistan,
and by HE Dr Saleh A Al-Omair, Chair-
man of the Governing Board of the OPEC
Fund.

Data summary

Project:
Railway modernization.

Sector:
Transportation.

OPEC Fund loan: $5m
Lending terms:

Interest rate of 1.75 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:
Republic of Uzbekistan.

Executing agency:
Uzbekistan Temir Yullari (the national
railway organization).

Implementation period:
4 ½ years.

Appraising agency:
Asian Development Bank (AsDB).

Loan administrator:
AsDB.

Co-financiers:
AsDB; government of Uzbekistan.

Total cost: $24.5m
Project description:

The project comprises the following:
— rehabilitation of an 80-km stretch
of track, using special rails and elastic
fastenings;
— installation of telecommunications
and maintenance equipment; and
— consultancy services.

No 24/2002
Vienna, Austria, February 26, 2002

Vietnam receives $10m
loan from OPEC Fund
for rural development

The OPEC Fund for International Devel-
opment has signed a $10 million loan
agreement with the Socialist Republic of
Vietnam in support of a rural develop-
ment project. To be implemented within
the framework of a government initiative
to reduce poverty in rural communities,
this multi-faceted scheme will introduce
a number of strategies aimed at increasing
agricultural production and improving
basic infrastructure among some 55,000
people.

Agriculture plays a key role in Viet-
nam’s economy, providing employment
for the majority of the population and
producing crops, especially rice, for both
export and domestic consumption. How-
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ever, rural poverty remains inordinately
high, due to a combination of irregular
water supplies, a lack of modern farming
technologies and the frequent occurrence
of monsoons. These hardships are espe-
cially prevalent in the Ninh Hai district
situated in the Ninh Thuan province, one
of the poorest regions in the country. With
shrimp farming and rice cultivation com-
prising the key-income generating activi-
ties in Ninh Hai, the absence of a reliable
water supply is threatening the livelihoods
of thousands of families. The under-func-
tioning irrigation system is capable of
serving only around 15 per cent of the
total cultivatable land, and most farmers
must depend on other unreliable means
such as hand-dug wells or water traps. The
nearby Trau River represents a potential
source of irrigation water, but no infra-
structure exists to tap into its supply. As
a result, crop yields are low, jeopardizing
livelihoods and food security.

Under the project, these shortfalls will
addressed in a variety of ways. A dam and
reservoir with a storage capacity of some
31 million cubic metres of water will be
built on the Trau, and 55 km of irrigation
canals will be installed. Environmental
schemes including reforestation measures
to curb erosion, as well as water resource
management programmes will be imple-
mented. Some 369 households will be
relocated to a new, settled community
equipped with a kindergarten, school, clinic
and running water supply. Agricultural
extension services will also be provided
and the irrigation network upgraded and
repaired. Additionally, the local road net-
work will be rehabilitated.

The OPEC Fund has previously ap-
proved nine loans for Vietnam. Of these,
two financed commodity imports pro-
grammes and seven others went towards
projects in the agriculture, education,
energy, national development banks and
health sectors. Fund grants went to meet
the emergency requirements of typhoon
victims and to help finance a rural water
supply programme.

The agreement was signed in Vienna
by Mrs Hoang Thi Ninh, Minister Coun-
sellor and Chargé d’ Affaires ai of the
Socialist Republic of Vietnam to Austria,
and by HE Dr Saleh A Al-Omair, Chair-
man of the Governing Board of the OPEC
Fund.

Data summary

Project:
Multipurpose rural development.

Sector:
Agriculture.

OPEC Fund loan:
$10.0m

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

Borrower:
Socialist Republic of Vietnam.

Executing agency:
Rural Infrastructure Development
Project Manager.

Implementation period:
Three years.

Appraising agency:
OPEC Fund.

Loan administrator:
OPEC Fund.

Co-financier:
Government of Vietnam.

Total cost:
$12.31m

Project description:
The project comprises the following:
— construction of reservoir as well as
spillways, and diversion and water
release structures
— construction of 8.5-km access road;
— installation of 13.3 km of main
canals and 42.0 km of primary and
secondary canals;
— provision of basic infrastructure
for 369 households;
— forestation of 850 of land for ero-
sion protection;
— agricultural extension services; and
— consultancy services.

No 25/2002
Vienna, Austria, February 26, 2002

OPEC Fund extends
debt relief to Zambia
under HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the

Republic of Zambia for the provision of
debt relief within the framework of the
Enhanced Heavily Indebted Poor Coun-
tries (HIPC II) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In December 2000, the decision point
was reached for Zambia, and support for
a comprehensive debt reduction package
to this country under the HIPC Initiative
was agreed upon by the IMF and the
World Bank.

Over time, total relief from all of
Zambia’s creditors will amount to ap-
proximately $3.8 billion, the equivalent of
about $2.5bn in net present value terms,
or approximately 63 per cent of out-
standing debt at the end of 1999. This
will translate in a reduction in Zambia’s
debt service obligations of some 45 per
cent.

The OPEC Fund has assisted Zambia
with its development activities for more
than two decades, supporting projects
in the transportation, education, national
development banks and agriculture
sectors. Under this agreement, financing
in the amount of $6 million will be
made available to ease Zambia’s debt
burden.

The agreement was signed in Vienna
by Bede Mphande, Acting Chief Econo-
mist, Investments and Debt Management
Department of the Ministry of Finance
and National Planning of the Republic of
Zambia, and by HE Dr Saleh A Al-Omair,
Chairman of the Governing Board of the
OPEC Fund.

No 26/2002
Vienna, Austria, February 26, 2002

Zambia receives $5.6m
from OPEC Fund for
cancer treatment centre

The OPEC Fund for International
Development has signed a $5.6 million
loan agreement with the Republic of
Zambia to help finance the construction
of a cancer treatment centre in the capital
city Lusaka. Once completed, the facility
will be able to offer services for the pre-
vention, diagnosis and treatment of
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cancer-related diseases, with a capacity for
handling some 1,200 patients per year.

Although Zambia’s government has
adopted a number of measures to address
the country’s growing cancer rates, in-
cluding nationwide awareness campaigns
and early detection programmes, cancer-
related deaths are still on the rise. The
main reasons for this are the inadequate
physician/patient ratio (one physician
available per 10,000 people) and the
absence of a national cancer treatment
facility.

At present, patients must travel abroad
for radiotherapy treatment. While the gov-
ernment covers most of the costs, a finan-
cial contribution is also required from the
patient, an option that is out of reach for
most Zambians. In addition, qualified
personnel are scarce. Because of the lack
of facilities, the majority of oncologists
and radiotherapists have left the country
to seek employment elsewhere.

In response to this urgent need, a cancer
treatment unit, with potential for expan-
sion, will be constructed at the University
of Zambia Teaching Hospital. The centre
will house equipment capable of deliver-
ing mega-dose radiation therapy, and, for
convenience, will be situated in close prox-
imity to pathology, nuclear medicine and
radiology departments.

Laboratories, waiting and treatment
rooms will also be provided, and facilities
will be available to accommodate simul-
taneously administered chemotherapy
treatment. In addition, training will be
provided to physicians and other medical
personnel.

The establishment of a national cancer
centre will substantially cut healthcare costs
and promote early diagnosis and treat-
ment of the disease.

The considerable financial savings will
also enable government to focus on other
medical programmes. Professionals will
be encouraged to undergo advanced on-
cology training programmes, and it is
hoped that many healthcare personnel who
previously left Zambia to practice else-
where will return.

This loan represents the Fund’s 9th

lending operation in Zambia. Of these,
one was extended under the Heavily In-
debted Poor Countries Initiative, and eight
others supported projects in the transpor-
tation, education, national development

banks and agriculture sectors. The coun-
try has also been the recipient of a tech-
nical assistance grant in the area of
education.

The agreement was signed in Vienna
by Bede Mphande, Acting Chief Econo-
mist, Investments and Debt Management
Department of the Ministry of Finance
and National Planning of the Republic of
Zambia, and by HE Dr Saleh A Al-Omair,
Chairman of the Governing Board of the
OPEC Fund.

Data summary

Project:
Cancer diseases hospital.

Sector:
Health.

OPEC Fund loan:
$5.6m

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

Borrower:
Republic of Zambia.

Executing agency:
Ministry of Health.

Implementation period:
Five years.

Appraising agency:
OPEC Fund.

Loan administrator:
OPEC Fund.

Co-financier:
Government of Zambia.

Total cost:
$6m

Project description:
The project comprises the following:
— construction of offices, laborato-
ries and all attendant site works;
— purchase of 60Cobalt radio-
therapy unit, high dose rate remote
after-loading brachytherapy machine,
unit treatment simulator, linear
accelerator machine and other diagno-
sis and therapy equipment, as well
as hands-on training for service engi-
neers;
— training for radiotherapists and
oncologists; and
— technical support services such as

the purchase of library books, refer-
ence materials, PCs and other office
equipment.

No 27/2002
Vienna, Austria, February 26, 2002

OPEC Fund supports
Zimbabwean road
project with $6m loan

The OPEC Fund for International Devel-
opment has signed a $6m loan agreement
with the Republic of Zimbabwe in
support of a road rehabilitation project in
the country’s Matabeleland South prov-
ince. This scheme falls within the frame-
work of a government initiative to upgrade
all roads, especially in rural areas, that have
either fallen into disrepair or are no longer
able to support current and future traffic
loads.

With an economy heavily dependent
on agriculture, Zimbabwe’s road infra-
structure is vital for the movement of
inputs and produce, as well as providing
trade links to neighbouring countries.
However, only around 15 per cent of the
86,000-km network is paved, with the
remainder in poor condition and prone to
flooding during the rainy seasons.

As a result, agricultural production is
constrained, placing undue hardship on
rural communities that rely on crops for
both subsistence and income generation.
This situation holds particularly true in
the Matobo and Gwanda provinces, home
to more than 200,000 people.

Spanning these two key agricultural
regions is the Gwanda-Maphisa road,
which has deteriorated considerably and is
in urgent need of rehabilitation.

Under the project, 60.3 km of this
gravel stretch will be upgraded to bitumen
standard, including a six-metre wide car-
riageway with one-metre shoulders on both
sides. Drainage works will also be installed,
and three bridges built. On completion,
the improved road will help reduce trans-
portation costs, enable easier access to
commercial centres, and allow many pre-
viously isolated villages to reach schools,
health services and jobs.

A rise in tourism is also anticipated as
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the road pro-vides an alternate route to the
Matopos National Park, a popular attrac-
tion for visitors.

The Fund has extended two earlier
loans to Zimbabwe in support of a com-
modity imports programme and to help
finance a project in the agriculture sector.
As well, the country has benefited from
two technical assistance grants in the areas
of agriculture and education.

The agreement was signed in Vienna
by HE Tirivafi John Kangai, Ambassador
of the Republic of Zimbabwe to Austria,
and by HE Dr Saleh A Al-Omair, Chair-
man of the Governing Board of the OPEC
Fund.

Data summary

Project:
Gwanda-Maphisa road.

Sector:
Transportation.

OPEC Fund loan:
$6m

Lending terms:
Interest rate of 1.25 per cent per
annum, with an annual service charge
of one per cent on amounts with-
drawn and outstanding; maturity of
17 years, including a grace period of
five years.

Borrower:
Republic of Zimbabwe.

Executing agency:
Ministry of Transport and Energy.

Implementation period:
Three years.

Appraising agency:
Arab Bank for Economic Develop-
ment in Africa (BADEA).

Loan administrator:
OPEC Fund.

Co-financiers:
BADEA; government of Zimbabwe.

Total cost:
$17.85m

Project description:
The project comprises the following
components:
— construction of three bridges;
— upgrading 60.3 km of gravel-sur-
faced road to bitumen standard;
— installation of drainage works; and
— design and supervision services.

No 28/2002
Vienna, Austria, February 26, 2002

Fund extends debt relief
to Mozambique under
the HIPC initiative

The OPEC Fund for International Devel-
opment has signed an agreement with the
Republic of Mozambique for the provi-
sion of debt relief within the framework
of the Heavily Indebted Poor Countries
(HIPC) Initiative.

For more details on the HIPC Initiative
see Press Release No 10/2002.

In April 2000, the decision point was
reached for Mozambique and, in Septem-
ber 2001, the country attained its comple-
tion point under the Initiative, ie, the time
at which it is decided that the country has
met the conditions for assistance. Over
time, total relief from all of Mozambique’s
creditors will amount to approximately
$600 million, which represents about
$306m in net present value terms.

Including assistance provided under
the original HIPC Initiative, this brings
total estimated debt service relief to Mo-
zambique to some $4.3bn. Debt service
payments are anticipated to be cut by
almost one-half within the next eight years,
creating room for additional public ex-
penditures on poverty reduction pro-
grammes

The OPEC Fund has been involved in
development activities in Mozambique of
benefit to the public sector for over 20
years, providing balance of payments sup-
port and assisting projects in agriculture,
transportation, health, energy and educa-
tion. The country has also been the recipi-
ent of grant assistance in the areas of health
care, food safety and agriculture, as well as
one emergency grant to help flood victims.
Under this agreement, financing in the
amount of $10m will be made available to
ease Mozambique’s debt burden.

The agreement was signed in Vienna
by Fernando Michone Torcida, Chargé d’
Affaires of the Embassy of Mozambique
to Germany, and by HE Dr Saleh A Al-
Omair, Chairman of the Governing Board
of the OPEC Fund.

No 29/2002
Vienna, Austria, February 26, 2002

Loans totalling close to
$146m extended by the
OPEC Fund

Twenty-one agreements for loans total-
ling $145.95 million were signed between
the OPEC Fund for International Devel-
opment and 15 developing countries in
Africa, Asia and Europe. The financing
was extended to Bosnia and Herzegovina,
Burkina Faso, Chad, The Gambia, Laos,
Lebanon, Madagascar, Mozambique,
Niger, Sri Lanka, Tanzania, Uzbekistan,
Vietnam, Zambia and Zimbabwe. Thir-
teen of the loans will help support public
sector projects in the agriculture, energy,
health, transportation and multi-sectoral
areas, while seven will provide debt relief
within the context of the Heavily Indebted
Poor Countries Initiative. In addition,
through the Fund’s private sector win-
dow, an agreement for a line of credit was
concluded with the East African Develop-
ment Bank.

All 13 public sector projects will be co-
financed by the concerned governments
and by a number of international devel-
opment institutions, including the Arab
Bank for Economic Development in Af-
rica, the Islamic Development Bank, the
African Development Fund, the Asian
Development Bank and the International
Fund for Agricultural Development.

The majority of OPEC Fund project
loans carry interest at rates ranging from
one per cent to 1.75 per cent and have a
maturity of 20 years, including a grace
period of five years.

As of the end of 2001, cumulative
public sector lending of the OPEC Fund,
for project and programme financing,
balance of payments support and HIPC
debt relief, stood at $4.87 billion. A fur-
ther $111.73m had been extended in
support of private sector operations. Total
commitments, inclusive of grants and
contributions to other international insti-
tutions, had reached $6.21bn and ben-
efited 109 countries. Total disbursements
had amounted to $4.11bn.
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Secretary General’s diary

The World Economic Forum held its
Annual Meeting 2002 in New York, USA,
February 1–3, 2002.

An address was delivered to the Vene-
zuelan-American Association of the United
States in New York, USA, February 4,
2002.

An address was delivered to the Oxford
University European Affairs Society in Ox-
ford, UK, February 5, 2002.

An official visit was made to Australia
on the invitation of the Government of
Australia, Canberra, Australia, February
19–22, 2002.

The 2002 New Zealand Petroleum Confer-
ence was organized by the New Zealand
Ministry of Economic Development
(Crown Minerals Group), and held
in Auckland, New Zealand, February
24–27, 2002.

February
Secretariat missions

The Kuwait International Petroleum Exhi-
bition was organized by the Kuwait Inter-
national Fair Co, and held in Kuwait City,
Kuwait, February 2–5, 2002.

A seminar on International energy and
minerals arbitration  was organized by the
Rocky Mountain Mineral Law Founda-
tion, US, and took place in Houston, TX,
USA, February 7–8, 2002.

The 2nd Delhi Sustainable Development Sum-
mit 2002 was organized by TERI, and held
in New Delhi, India, February 9–11, 2002.

The IP Week 2002 was organized by the
Institute of Petroleum and held in Lon-
don, UK, February 18–21, 2002.

A conference on the CIS Oil – Export
Policy, Finance and Transportation was
organized by Marcus Evans Conferences,
and held in Vienna, Austria, February 21–
22, 2002.

Forthcoming OPEC Meetings

The 38th Meeting of the Ministerial Moni-
toring Sub-Committee (MMSC) will be
held at the OPEC Secretariat, Vienna,
Austria, June 25, 2002.

The 120th (Extraordinary) Meeting of the
Conference will be held at the OPEC Sec-
retariat, Vienna, Austria, June 26, 2002.

The 106th Meeting of the Board of Gover-
nors will be held at the OPEC Secretariat,
Vienna, Austria, August 20, 2002.

The 98th Meeting of the Economic Commis-
sion Board will be held at the Secretariat,
Vienna, Austria, September 9, 2002.

The 39th Meeting of the MMSC will be held
at the OPEC Secretariat, Vienna, Austria,
September 17, 2002.

The 121st Meeting of the Conference will be
held at the OPEC Secretariat, Vienna,
Austria, September 18, 2002.
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For an in-depth look
at the oil market
and related issues

the OPEC Review
contains research papers
by experts from across

the world

Now in its 25th annual volume, the

OPEC Review is published quarterly.

Its content covers the international oil
market, energy generally, economic de-

velopment and the environment.

Subscription enquiries to: Blackwell

Publishers Journals, PO Box 805, 108

Cowley Road, Oxford, OX4 1FH, UK.
Free sample copies sent on request.

Energy economics and related issues

Vol. XXVI, No. 1 March 2002

People wishing to submit a paper for
publication should contact the Editor-in-
Chief of the OPEC Review, Farouk U
Muhammed, at the Public Relations and
Information Department, OPEC Secre-
tariat, Obere Donaustrasse 93, A-1020
Vienna,  Austria.

“The principal objective of the OPEC Review is to
broaden awareness of (energy and related) issues,
enhancing scholarship in universities, research
institutes and other centres of learning.”

Recent issues

September 2001
What have we learned from the experience
of low oil prices? — A F Alhajji
The estimation of risk-premium implicit
in oil prices — Jorge Barros Luís
The economics of an efficient reliance on
biomass, carbon capture and carbon
sequestration in a Kyoto-style emissions
control environment — Gary W Yohe
The geopolitics of natural gas in Asia —
Gawdat Bahgat

June 2001
Has the accuracy of energy projections in
OECD countries improved since the 1970s?
— Jan Bentzen and Hans Linderoth
Oil product consumption in OPEC
Member Countries: a comparison of trends
and structures — Atmane Dahmani
Oil and macroeconomic fluctuations in
Ecuador — François Boye
Energy indicators — OPEC Secretariat

March 2001
Estimating oil product demand in Indone-
sia using a cointegrating error correction
model — Carol Dahl and Kurtubi
The gas dimension in the Iraqi oil industry

— Thamir Abbas Ghadhban and Saadallah
Al-Fathi
The Russian coal industry in transition: a
linear programming application — Bo
Jonsson and Patrik Söderholm
The future of gaseous fuels in Hong Kong —
Larry Chuen-ho Chow

December 2000
Global energy outlook: an oil price scenario
analysis — Shokri Ghanem, Rezki Lounnas
and Garry Brennand
The hybrid permit cum price ceiling policy
proposal: intuition from the prices versus
quantities literature — Gary W Yohe
World oil reserves: problems in definition
and estimation — Ghazi M Haider
A vector autoregressive analysis of an oil-
dependent emerging economy — Nigeria —
O Felix Ayadi, Amitava Chatterjee and
C Pat Obi

The closure of European nuclear power
plants: a commercial opportunity for
the gas-producing countries — Jean-
Pierre Pauwels and Carine Swarten-
broekx

September 2000
Energy taxes and wages in a general equi-
librium model of production — Henry
Thompson
Resource windfalls: how to use them —
Rögnvaldur Hannesson
Energy consumption in the Islamic Repub-
lic of Iran — A M Samsam Bakhtiari and
F Shahbudaghlou
Oil and non-oil sectors in the Saudi
Arabian economy — Masudul A Choudhury
and Mohammed A Al-Sahlawi

June 2000
The case for conserving oil resources: the
fundamentals of supply and demand —
Douglas B Reynolds
Vicissitudes in the Hong Kong oil market,
1980–97 — Larry Chuen-ho Chow
Economic theory and nuclear energy —
Ferdinand E Banks
The economic cost of low domestic prod-
uct prices in OPEC Member Countries —
Nadir Gürer and Jan Ban

March 2000
Energy and interfactor substitution in Tur-
key— Carol Dahl and Meftun Erdogan
Domestic demand for petroleum in OPEC
countries — Ujjayant Chakravorty,
Fereidun Fesharaki and Shuoying Zhou
Cyclical asymmetry in energy consump-
tion and intensity: the Japanese experience
— Imad A Moosa
Before demand-side management is dis-
carded, let’s see what pieces should be
kept — Clark W Gellings

December 1999
Energy in the Caspian Sea region in
the late 1990s: the end of the boom? —
Christian von Hirschhausen and Hella
Engerer
Household energy demand in Kuwait: an
integrated two-level approach — M Nagy
Eltony and Mohammad Hajeeh
The economics of the Nigerian liquefied
natural gas project — M Eghre-Ohgene
and O Omole
Income determination in the GCC member
states — Richard G Zind

Short-term forecasting of non-OPEC
supply: a test of seasonality and

seasonal decomposition

Evidence that the terms of
petroleum contracts influence the

rate of development of oil fields

Stimulation of investment in
international energy through Nigerian

tax exemption laws

Energy indicators

S.M.R. Tayyebi Jazayeri
and A. Yahyai

Mustafa Bakar Mahmud
and Alex Russell

Uche Jack Osimiri

OPEC Secretariat
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