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Pipe dreams in Iraq
The swift end to the war in Iraq presents a historic
opportunity to strengthen OPEC, not to weaken it
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There has been a great deal of specu-
lation in recent weeks following the 
rapid end to the war  in Iraq. One theory,
espoused by some politicians, is that 
the country, in dire need of revenues 
for rebuilding, could swiftly expand 
oil output capacity and pump to the 
maximum — perhaps even quitting 
OPEC to do so if necessary. The 
result would be a weakened OPEC 
and plentiful cheap oil on world 
markets. Needless to say, this is not 
a view that is shared by many ana-
lysts, nor by the Organization itself. 
Let us see why. 
     First of all, there are very strong 
ties between Iraq and OPEC that go 
back more than four decades. Iraq was 
one of the five founder members of 
the Organization, and it was in the 
capital Baghdad that Iraq and four 
other nations (Iran, Kuwait, Saudi 
Arabia and Venezuela) founded OPEC 
in September 1960. Such ties are not 
merely of great historical significance, 
they run deep even today.
     Moving from the past to the 
present, there is no doubt that the 

rebuilding of Iraq will require a great 
deal of money. The damage caused by 
the recently-ended war (not to mention 
the two previous conflicts) and over 12 
years of United Nations sanctions needs 
to be put right. Salaries must be paid. 
The oil industry infrastructure will 
probably require billions of dollars of 
investment. The list could go on and 
on. 
     It is precisely for these reasons that 
Iraq — far from quitting OPEC — now 
stands to benefit from strengthening it. 
What the country needs most of all is 
a stable stream of revenues from its oil 
to finance the reconstruction efforts, 
and stability in the oil market is, of 
course, exactly what OPEC provides. 
It would be counterproductive, to say 
the least, for Iraq to crank up output, 
risking an oil price crash that would 
certainly weaken the revenues it so 
badly needs.
     Iraq needs other things too: an 
open, inclusive and transparent gov-
ernment that runs the country in the 
best interests of all of its people, not 
for the benefit of a privileged elite. It 

needs an end to the sanctions that 
have crippled its economy. And it 
needs some measure of relief from 
its multi-billion dollar debt burden, 
which should either be cancelled, or 
at the very least, restructured in such 
a way so as not to hamper the nation’s 
future economic growth.
     Taking all the above into account, 
it is clear that the new era now be-
ginning in Iraq presents a historic 
opportunity not to weaken OPEC, 
but to strengthen it. Iraq, after all, 
has not been able to participate in 
the Organization’s system of market 
stabilization for over a decade.
     OPEC remains confident that 
once the new Iraqi leadership is in 
place, it will be quick to recognize the 
benefits of membership of the Organi-
zation. It may take some time, but 
the eventual reintegration of Iraq into 
OPEC’s market stabilization system 
can, in the long run, only boost its 
ability to bring stability to world oil 
markets. And everybody — producers 
and consumers alike — will benefit 
from that.
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Forthcoming events

Rio de Janeiro, Brazil, June 8–11, 2003, 21st 
century refining in Latin America: balancing 
environmental, energy, economic and political 
influences. Details: Hart World Fuels Con-
ferences, 1201 Seven Locks Rd, Suite 300, 
Potomac, MD 20854, USA. Tel: +1 301 
354 2045; fax: +1 301 424 7260; e-mail: 
registration@worldfuels.com; Web site: 
www.worldfuels.com.

Singapore, June 9–10, 2003, Fundamentals 
of LNG. Details: Conference Connection 
Administrators Pte Ltd, 105 Cecil Street 
#07–02, The Octagon, Singapore 069534. 
Tel: +65 62220230; fax: +65 62220121; 
e-mail: info@cconnection.org; Web site: 
www.cconnection.org.

Surrey, UK, June 9–10, 2003, Transforma-
tion of the NOC/IOC relationship: managing 
cultural change. Details: The CWC Group, 
3 Tyers Gate, London SE1 3HX, UK. Tel: 
+44 (0)20 708 94200; fax: +44 (0)20 708 
94201; e-mail: info@thecwcgroup.com; Web 
site: www.thecwcgroup.com.

Houston, TX, USA, June 9–11, 2003, West 
and Central Africa oil and gas 2003. Details: 
IBC Energy Conferences, Informa House, 30-
32 Mortimer Street, London W1W 7RE, UK. 
Tel: +44 (0)207 017 4027; fax: +44 (0)207 
436 8377; e-mail: jessica.jones@informa.com; 
Web site: www.ibcenergy.com.

Beijing, China, June 11–12, 2003, 7th China 
gas/LNG/pipeline and power conference. Details: 
Cynthia Yeo. Tel: +65 6346 9132; fax: +65 
6345 5928; e-mail: cynthia@cmtsp.com.sg; 
Web site: www.cmtevents.com.

Rio de Janeiro, Brazil, June 11–13, 2003, 
Oil and gas in Brazil: new perspectives, new 
proposals and new players. Details: The CWC 
Group, 3 Tyers Gate, London SE1 3HX, UK. 
Tel: +44 (0)20 708 94200; fax: +44 (0)20 
708 94201; e-mail: info@thecwcgroup.com; 
Web site: www.thecwcgroup.com.

Singapore, June 12–13, 2003, Fundamen-
tals of LNG. Details: Conference Connec-
tion Administrators Pte Ltd, 105 Cecil Street 
#07–02, The Octagon, Singapore 069534. 
Tel: +65 62220230; fax: +65 62220121; 
e-mail: info@cconnection.org; Web site: 
www.cconnection.org.

Kuala Lumpur, Malaysia, June 15–17, 2003, 
Asia oil and gas conference. Details: Confer-

ence Connection Administrators Pte Ltd, 105 
Cecil Street #07–02, The Octagon, Singa-
pore 069534. Tel: +65 62220230; fax: +65 
62220121; e-mail: info@cconnection.org; 
Web site: www.cconnection.org.

Houston, TX, USA, June 16–17, 2003, 
Floating production systems USA. Details: IBC 
Energy Conferences, Informa House, 30-32 
Mortimer Street, London W1W 7RE, UK. 
Tel: +44 (0)207 017 4027; fax: +44 (0)207 
436 8377; e-mail: jessica.jones@informa.com; 
Web site: www.ibcenergy.com.

London, UK, June 17–18, 2003, Angola oil 
and gas. Details: IBC Energy Conferences, 
Informa House, 30-32 Mortimer Street, 
London W1W 7RE, UK. Tel: +44 (0)207 
017 4027; fax: +44 (0)207 436 8377; e-mail: 
jessica.jones@informa.com.

London, UK, June 18–20, 2003, Introduction 
to oil industry operations. Details: Petroleum 
Economist Ltd, 15/17 St Cross Street, London 
EC1N 8UW, UK. Tel: +44 (0)20 7831 5588; 
fax: +44 (0)20 7831 4567 or 7831 5313; e-
mail: jones@petroleum-economist.com; Web 
site: www.petroleum-economist.com.

Singapore, June 19–20, 2003, Platts risk 
management conference 2003. Details: Con-
ference Connection Administrators Pte Ltd, 
105 Cecil Street #07–02, The Octagon, Sin-
gapore 069534. Tel: +65 62220230; fax: +65 
62220121; e-mail: info@cconnection.org; 
Web site: www.cconnection.org.

Bangkok, Thailand, June 23–24, 2003, 11th 
Asia petchem markets. Details: Sangy Leong, 
Event Manager. Tel: +65 6345 7322; fax: 
+65 6345 5928; e-mail: sandy@cmtsp.com.sg; 
Web site: www.cmtevents.com.

Beijing, China, June 23–24, 2003, Asia/
China gasification markets & technology. 
Details: Cynthia Yeo, Event Manager. Tel: 
+65 6346 9132; fax: +65 6345 5928; e-mail: 
cynthia@cmtsp.com.sg.

London, UK, June 23–25, 2003, Introduc-
tion to petroleum economics. Details: Petroleum 
Economist Ltd, 15/17 St Cross Street, London 
EC1N 8UW, UK. Tel: +44 (0)20 7831 5588; 
fax: +44 (0)20 7831 4567 or 7831 5313; e-
mail: jones@petroleum-economist.com; Web 
site: www.petroleum-economist.com.

Cairo, Egypt, June 24–26, 2003, Production 
sharing contracts and international petroleum 
fiscal systems. Details: Conference Connec-
tion Administrators Pte Ltd, 105 Cecil Street 
#07–02, The Octagon, Singapore 069534. Tel: 
+65 62220230; fax: +65 62220121; e-mail: 
info@cconnection.org.

Houston, TX, USA, June 24–26, 2003, Op-
portunities for the Mexican gas market; power-
ing the future. Details: The CWC Group, 
3 Tyers Gate, London SE1 3HX, UK. Tel: 
+44 (0)20 708 94200; fax: +44 (0)20 708 
94201; e-mail: info@thecwcgroup.com; Web 
site: www.thecwcgroup.com.

Moscow, Russian Federation, June 24–27, 
2003, 7th Moscow international oil and gas ex-
hibition. Details: ITE Group PLC, 105 Salus-
bury Rd, London NW6 6RG, UK. Tel: +44 
(0)207 596 5233; fax: +44 (0)207 596 5106; e-
mail: julia.romanenko@ite-exhibitions.com; 
Web site: www.ite-exhibitions.com/og.

Surrey, UK, June 27–30, 2003, Mechanics 
and operations of oil trading. Details: Petroleum 
Economist Ltd, 15/17 St. Cross Street, London 
EC1N 8UW, UK. Tel: +44 (0)20 7831 5588; 
fax: +44 (0)20 7831 4567 or 7831 5313; e-
mail: jones@petroleum-economist.com.

Moscow, Russia, June 30–July 2, 2003, 
Production sharing contracts and international 
petroleum fiscal systems. Details: Conference 
Connection Administrators Pte Ltd, 105 
Cecil Street #07–02, The Octagon, Singa-
pore 069534. Tel: +65 62220230; fax: +65 
62220121; e-mail: info@cconnection.org.

Paris, France, June 30–July 3, 2003, Supply, 
markets and technology challenges for natural 
gas. Details: IBC Energy Conferences, 
Informa House, 30-32 Mortimer Street, 
London W1W 7RE, UK. Tel: +44 (0)207 
017 4027; fax: +44 (0)207 436 8377; e-
mail: jessica.jones@informa.com; Web site: 
www.ibcenergy.com.

Bahrain
June 9–12, 2003

MEOS 2003 — 
13th Society of Petroleum Engineers 

Middle East international oil and gas 
show and conference

Details:  Overseas Exhibition Services
              11 Manchester Square
              London W1U 3PL, UK
              Tel: +44 (0)207 862 2071
              Fax: +44 (0)207 862 2078
              E-mail: aridgway@montnet.com
              Web site: www.montnet.com
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Press Release No 6/2003
Vienna, Austria, April 11, 2003

Resolution No 124.400

The Conference,

upon the recommendation of the Board 
of Governors,

approves

1.  The Statement of Income and Ex-
penditure for 2002 showing a total 
expenditure of €15,439,442.

2.  The Statement of Accounts as at 
December 31, 2002, and the Audit 
Report submitted thereon by the 
appointed Auditors, TPA Control 
Wirtschaftsprüfung GmbH.

Resolutions of the

124th Meeting of the
OPEC Conference

The 124th Meeting of the Conference of the Organization of the Petroleum Export-

ing Countries, held in Vienna, Austria, on March 11, 2003, adopted the following 

Resolutions, which, in accordance with customary procedures, have been ratified 

by the Member Countries and are issued herewith:

Resolution No 124.401

The Conference,

resolves
that the next Ordinary Meeting of the 
Conference shall be convened in Vienna, 
Austria, on September 24, 2003.
     Done in Vienna this 11th Day of 
March, 2003.

Head of the Delegation of Algeria
Dr Chakib Khelil

Head of the Delegation of Indonesia
Dr Purnomo Yusgiantoro

Head of the Delegation of the 
Islamic Republic of Iran
Bijan Namdar Zangeneh

Head of the Delegation of Iraq
Khalid Al-Shamari

Head of the Delegation of Kuwait
Nabeela Al-Mulla

Head of the Delegation of the Socialist
Peoples Libyan Arab Jamahiriya
Dr Abdulhafid Mahmoud Zlitni

Head of the Delegation of Nigeria
Dr Rilwanu Lukman

Head of the Delegation of Qatar
Abdullah Bin Hamad Al-Attiyah

Head of the Delegation of 
Saudi Arabia
Ali I Naimi

Head of the Delegation of the
United Arab Emirates
Obaid Bin Saif Al-Nasseri

Head of the Delegation of Venezuela
Rafael Ramirez
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ienna — OPEC’s Oil and 
Energy Ministers decided to 

reduce actual output by 2.0 mil-
lion barrels/day to 25.4m b/d, effective 
from June 1, when they met in Vienna 
on April 24.
     The decision would be reviewed at 
the Extraordinary Meeting scheduled to 
be held in the Qatari capital Doha in 
June, said a statement issued at the end 
of April’s Consultative Meeting.
     The statement also noted that “ac-

OPEC Conference decides to reduce actual output
by 2.0 million barrels/day

from June 1

tions taken by OPEC in recent years, es-
pecially since the introduction of the price 
band mechanism, have increased stability 
in the oil market, to the benefit of pro-
ducers and consumers alike, with prices 
remaining, for the most part, within the 
targeted price band” of $22–28/b.
     The decisions taken by the Organiza-
tion in the preceding five months “had 
succeeded in calming the market, clearly 
demonstrating OPEC’s success in over-
coming supply disruptions by assuring 

adequate supplies to consumers,” added 
the communiqué.
     Although the OPEC Reference Basket 
price had dropped towards the lower 
end of the price band in the weeks prior 
to the Conference, the market remained 
volatile, reflecting continued high levels 
of economic, as well as a degree of po-
litical, uncertainty, it went on.
     Estimated supply/demand levels for 
the second quarter of 2003 indicated that 
over-supply was expected in view of the 

Venezuela’s Minister of Energy and Mines, 
HE Rafael Ramirez, speaks to reporters.

OPEC production quotas (1,000 b/d)

Algeria 811
Indonesia 1,317
IR Iran 3,729
Kuwait 2,038
Libya 1,360
Nigeria 2,092
Qatar 658
Saudi Arabia 8,256
UAE 2,217
Venezuela 2,923

Total 25,400

Note: Totals may not add up due to rounding.

V
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Nigeria’s Presidential Adviser
on Petroleum & Energy,

HE Dr Rilwanu Lukman (right), 
in conversation with

Delegation members J A Alabi 
(left) and E M Ajanaku

(centre).

Kuwait’s Ambassador to Austria
and Head of Delegation,
HE Nabeela Abdulla Al-Mulla
(left), talks to Iran’s Minister
of Petroleum, HE Bijan Namdar 
Zangeneh (right).

Saudi Arabia’s Minister of
Petroleum and Mineral Resources,

HE Ali I Naimi (left)
is seen here with the

United Arab Emirates’
Minister of Petroleum and

Mineral Resources,
HE Obaid bin Saif Al-Nasseri

(right).
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seasonal fall in demand during this quar-
ter, and the impact of the continued slug-
gishness in the world economy and SARS 
on demand for oil, said the statement.
     It was in the light of these factors that 
the Conference had decided to reduce ac-
tual output to 25.4m b/d, it added (see 
table on p6).
     The Heads of Delegation also re-
emphasized OPEC’s firm commitment 
to providing adequate supplies of petro-
leum to consuming nations, as well as 
its commitment to stabilize the market 
and realize its objective of maintaining 
crude oil prices at fair and equitable lev-
els, within the price band, for the benefit 
of the world economy and the well-being 
of the market.
     To this effect, the Conference repeated 
its call on non-OPEC producers and ex-
porters to continue co-operation to sup-
port oil market stabilization.
     At the 124th Meeting of the Confer-
ence in March, OPEC had decided to 
leave its production ceiling of 24.5m b/d 
unchanged. The final communiqué noted 
that, while prices had been influenced by 
market fundamentals, such as the disrup-

Libya’s Secretary of 
the People’s Com-
mittee of the NOC, 
HE Dr Abdulhafid 
Mahmoud Zlitni 
(left) and Algeria’s 
Minister of Ener-
gy & Mines, HE 
Dr Chakib Khelil 
(right), listen to the 
Director of OPEC’s 
Research Division, 
Dr Adnan Shihab-
Eldin (centre).

Indonesia’s Minister of Energy and Mineral Resources, HE Dr Purnomo 
Yusgiantoro (left) is pictured here with OPEC Secretary General, HE Dr 
Alvaro Silva Calderón (right).
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tion in Venezuelan production 
in December 2002 and January 
2003, the cold weather in the 
Northern Hemisphere, and low 
OECD stock levels, the high price 
levels at that time were largely a 
reflection of uncertainties result-
ing from geopolitical tension. 
     “In the light of the supply/
demand picture for the balance 
of the first quarter and the second 
quarter, the Conference decided 
to maintain, for the time being, 
the current OPEC production 
ceiling, supplies being adequate 
to meet current market require-
ments, taking into consideration 
the restoration of Venezuelan pro-
duction to normal levels and the 
traditionally lower seasonal de-
mand in the second quarter,” said 
the statement.

Qatar’s Minister of Energy and Industry and President of the Conference, HE Abdullah bin Ha-
mad Al Attiyah (right), together with Dr Silva Calderón (left) at the closing press conference.

The closing press conference gets under way with HE Al 
Attiyah (centre), Dr Silva Calderón (second left), Dr Shihab-
Eldin (second right), the Head of PR & Information Depart-
ment, Dr Omar Farouk Ibrahim (right) and the Legal Officer, 
Dolores Dobarro (left).
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Crude oil has often been linked 
with instability in our world. But 
it need not be so. As we have in-

creasingly seen, oil-producing countries 
have recognized the advantages of engag-
ing in dialogue with consuming countries 
to make sure oil is not synonymous with 
insecurity. This dialogue has shown that 
willingness to understand the concerns of 
others is what makes for a better func-
tioning oil market, and hopefully a more 
peaceful and harmonious world.
     In recent years, geopolitics, and its 
influence over the world economy, has 
assumed a more prominent role. Under 
these circumstances, crude oil and security 
takes on even more relevance.  OPEC is 
committed, as always, to supply adequate 

The recent conflict in Iraq, notes 
OPEC Secretary General, Dr Alvaro 
Silva Calderón*,  has once again 
underlined the potential for insta-
bility in the oil market — and the vital importance of OPEC’s efforts to main-
tain a balance for the benefit of producers and consumers alike.

* Based on Dr Silva Calderón’s address to 
the Diplomatic Academy in Vienna, Aus-
tria, March 28, 2003.

levels of oil to the market to justify fun-
damentals. Current world demand stands 
at around 77 million barrels/day. Non-
OPEC producers supply around 48m 
b/d and OPEC producers around 24.5m 
b/d, while natural gas liquids make up 
the remainder. As one can see, OPEC 
supplies around 31 per cent of the world 
market, and therefore, should not be seen 
to shoulder all the responsibility to make 
up for any shortfalls, due to geopoliti-
cal tensions.
     And it is precisely these tensions, and 
the recent conflict in Iraq, that have in 
recent months somewhat lessened the im-
portance of supply/demand fundamentals. 
At various points leading up to the Iraqi 
conflict, it has been recognized by many 
analysts that a war premium of up to $8 
has been added to the price of a barrel of 
crude. This premium has fluctuated ac-
cording to the intensity of these tensions. 

It is interesting to note that as soon as it 
looked like a war was imminent, crude 
oil prices dropped significantly, and fell 
even further when it actually began.

Traders’ expectations
     The OPEC Basket price registered a 
drop in one week of around 18 per cent, 
while West Texas Intermediate shed 20 per 
cent. Maybe this was due to the initial 
expectation by traders that the war was 
going to be over rapidly. Within days, 
however, prices rose again as quickly as 
they had dropped, as traders’ confidence 
in a short war evaporated. However, the 
fact that the conflict did eventually turn 
out to be relatively brief re-established 
the link between market fundamentals 
and crude prices, which slid towards the 
lower end of the OPEC price band range 
of $22-28/b. In such circumstances, the 
best course of action for producers and 
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tion of market manipulation, as we have 
seen in recent times.
     In contrast, OPEC has, for the past 
three years, relied on its price band to 
bring more stability to the oil market. 
Under normal circumstances, the band 
has proved to be most successful. Since 
it has been in operation, if we look at the 
years 2001 and 2002, it is reassuring to 
note that the price of the OPEC Basket 
of seven crudes averaged around $23 and 
$24, respectively. However, when we look 
at the quarterly averages over the last two 
years, it is interesting to note that it has 

only slipped out of the range on two oc-
casions — in the period following Sep-
tember 11 (when the Basket price fell be-
low the lower limit of $22/b for several 
months), and the situation in the first 
quarter of this year prior to the conflict 
in Iraq (when prices broke through the 
upper limit of $28/b).
     OPEC’s commitment to stabilize pric-
es within the band is an attempt to solicit 
support for fair and reasonable prices, so 
that the interests of consumers and pro-
ducers are respected. It is also an attempt 
to better match oil supply with funda-
mentals. It has been noted increasingly at 
meetings between producers and consum-
ers that the occurrence of market manip-
ulation has intensified in recent years. 
     Accordingly, many countries have 
come out in support of the OPEC band. 
Only recently, the Russians, as observers 
at the March Conference, said in their 
speech that they supported prices of 
$20–25/b for their Russian blend, to en-

consumers is to continue to engage in 
dialogue to ensure that supply is in line 
with fundamentals.
     And engage in dialogue is exactly what 
OPEC Member Countries have done 
throughout this difficult period. Due to 
the large price rise prior to the war, partly 
due to the situation in Venezuela, OPEC 
decided to increase oil supplies above the 
Organization’s formal quota levels in both 
December and January.  Had OPEC not 
put that extra oil on the market, the level 
of prices would have been far higher.
     But leading up to the OPEC Confer-
ence in March, the supply/demand bal-
ance was slightly different — a result of 
the Organization’s decision to increase 
production in the previous months. Ac-
cordingly, the Oil and Energy Ministers 
of the OPEC Members recognized at the 
March Conference that oil supply was ad-
equate to meet market requirements, and 
the Organization’s production ceiling of 
24.5m b/d was maintained, despite the 
fact that geopolitical tensions were still 
fuelling prices at that time. After the end 
of the conflict, the war premium vanished, 
and OPEC met again in April to reduce 
actual output, with the aim of maintain-
ing stability in the market.

Perception of stocks
     So it is clear, then, how geopolitics 
and fear have influenced prices. However, 
I would also like to look at the percep-
tion of stock levels, and how they affect 
prices. There are many reasons as to why 
stock levels today are not as high as they 
were two to three decades ago. But essen-
tially, corporate businesses are concerned 
with maximising profits.
     This makes the stockpiling of crude oil 
a risky business, especially during times of 
world instability. Apart from that, buyers 
want stability in markets because when 
they purchase crude at a certain price, 
they need to be reasonably convinced that 
they will not make a loss a few months 
later. Yet traders often tend to overreact 
to minor changes in stock levels, and 
when this happens, there is no stopping 
the herd mentality.
     The ongoing perpetuation of fear in 
markets only fuels prices even more, es-
sentially affecting all parts of the energy 
chain. Of course, the more volatile the 
fluctuations are, the greater the tempta-

courage stability in the oil market. The 
Russian Deputy Minister of Energy said 
that these prices, when taking into ac-
count the differences in prices for Rus-
sian oil, correspond with the OPEC price 
band. The European Energy Commission-
er, Loyola de Palacio, has also said that 
Europe is not in favour of prices below 
$20/b, both for reasons of capital ex-
penditure reductions and tensions on 
the supply side.

OPEC’s track record
     As for avoiding tensions on the sup-
ply side, allow me to underline the Or-
ganization’s track record in making up 
for shortfalls in troubled times. In 1991, 
during the Gulf War, the Organization 
supplied additional oil to the market. In 
the year 2000, when the supply problems 
in the United States reached their height, 
primarily due to a lack of refining capac-
ity, OPEC increased production by up to 
3.7m b/d. 
     As an additional pledge to supply 
world markets, OPEC Member Coun-
tries have committed, over the years, to 
increase their spare capacity to counter 
risk of security of supply. Member Coun-
tries also have built diverse export routes 
to alleviate further any threats of short-
fall. Essentially, OPEC remains in very 
close contact with all the relevant par-
ties to constantly assess what it can do to 
make sure that no shortage in the crude 
oil market occurs.
     Geopolitical tensions in recent years, 
and indeed months, have reduced the oil 
market to a very fine balancing act. Tech-
nically, the Organization is an experienced 
player when it comes to fine-tuning, but 
it is the market that dictates the levels of 
oil prices. And it is when prices either rise 
too high, or drop too low, that OPEC 
becomes concerned. 
     In conclusion, we can only hope that, 
following the end of the war in Iraq — a 
Founder Member of OPEC — the situa-
tion normalizes as soon as possible, and 
in such a way as to restore stability to the 
oil market. We saw the destabilizing effect 
of the conflict on all markets, including 
crude oil, and indeed on the world econ-
omy. Now that it is over, let us all hope 
for a more peaceful and tolerant world, 
where diplomacy and understanding are 
once again restored.

“Under normal 
circumstances, 
OPEC’s price 
band has proved 
to be most 
successful.”
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SINCE THE FALL of the Berlin Wall, 
we have witnessed the strong influence of 
three powerful global forces: globalisation, 
liberalisation and technology. Recently we 
have seen protest movements take to the 
streets when related topics have been put 
on the agenda by nations and non-gov-
ernmental organizations (NGOs), such as 
the World Trade Organization, the Inter-
national Monetary Fund and the World 
Bank. Reactions matter, and they reflect 
that people are concerned with the lack 
of meaningful visible results from the past 
decade, especially in the wake of the Unit-
ed Nations (UN) Earth Summit in Rio 
de Janeiro in 1992.
     Unless these three global forces are 
given a human face, especially in grow-
ing economies, we shall have an increasing 
problem to solve. It is in this setting that 
we need to address the question of global 

* Dr Røren is the President of the World 
Petroleum Congress.

co-operation being a means to safeguard 
the interests of host nations, host nation 
companies and visiting companies.
     It is also appropriate, in my opinion, 
to consider possible future developments 
on the basis of scenarios such as those 
presented by Royal Dutch/Shell. Two re-
cently-published scenarios outline some 
alternative developments.
     Business class describes a world that 
is not run by business, but that operates 
like a business, focusing on efficiency and 
individual freedom of choice. It is shaped 
by an expanding elite — a global meritoc-
racy in business, government, entertain-
ment, international NGOs, etc — which 
is interconnected, everywhere.
     Prism describes a world shaped not by 
what we have in common, but by the in-
terplay of our differences. People find their 
values in roots, heritage and families. They 
are still interested in economic well-being 
and growth, but also in social cohesion, 
religious faith and national pride. Coun-

tries find their own development paths to 
suit their own circumstances.
     Scenarios are not predictions, but 
coherent and credible stories about the 
future. They offer an opportunity to 
see different possible developments and 
consequently new risks and opportunities 
that a business may face. When we dis-
cuss global co-operation, it may be use-
ful to keep these in mind. It is relevant 
to understand that energy is of funda-
mental importance for the development 
of societies and people. The need for af-
fordable and clean energy will continue 
to increase, especially in growing econo-
mies. Both consumption and production 
of energy is central in all countries, but 
critical for many.
     Moreover, it is reasonable to assume 
that sustainable development also will re-
quire cleaner and more effective energy 
alternatives. Global co-operation is ab-
solutely essential to manage the transi-
tion to a sustainable energy world. This 

Global co-operation within the 
oil and gas industry

The oil and gas industry has seen tremendous 
changes during the last century, especially since 
the 1960s, writes Dr Eivald M Q Røren.* The 
idea of sharing the benefits and challenges posed 
by the development of hydrocarbons between 
companies, national and regional interests is now 
commonplace. Both environmental and societal 
concerns have been put in focus, and have become 
a basis for global co-operation. The petroleum 
industry is in a strong position to take on these 
new challenges while providing affordable 
and steadily cleaner operations and fuels in 
increasing amounts for many years ahead.
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fuels will dominate (with 90 per cent), 
albeit using clean technologies. Overall 
energy use is closely linked to popula-
tion growth. Over half of the projected 
growth in energy demand will occur in 
tandem with strong economic growth in 
the nations of Asia, including China, In-
dia and South Korea, and in Central and 
South America.

The start of globalisation
     This article is about the petroleum 
industry, so why not start with a related 
anecdote? In the 1920s, the American en-
trepreneur Henry Doherty became trou-
bled by the “crude and ridiculous” way 
that oil producers were operating. Since 
the mid-nineteenth century, the industry 
had been governed by the “rule of cap-
ture”, a principle based on an old Eng-
lish law for hunting migratory animals. 
This meant that every time a new oil field 
was struck, there was a scramble among 
producers to drill into the structure the 
fastest and to draw off as much oil as 
possible before their competitors.
     Doherty recognized that such a hap-
hazard way of drilling was leading to 
volatile prices, as well as damaging the 
underground pressure needed to bring 

oil to the surface. To the amazement of 
the industry, he suggested that oil fields 
should be “unitised”, or drilled as single 
entities. The number of wells could be 
limited to preserve the underground pres-
sure for longer and output would be ap-
portioned to the various partners on the 
basis of their shareholding in the field. 
This idea — the first time co-operation 
had been suggested in the ultra-competi-
tive oil industry — was at the time radical 
and unpopular. It took Doherty several 
years of hard lobbying until unitisation 
became an accepted practice.
     Today, the oil industry remains as 
competitive as ever, but more readily 
recognises the value of partnerships in 
some parts of the business. Innovative 
joint venture agreements are constantly 
being developed — both between com-
peting oil companies and with specialist 
organisations outside the industry. Joint 
ventures and collaborative agreements are 
a useful way of minimising risks on a 
number of fronts. Oil companies have to 
deal with geological risks associated with 
prospects, political risks in the countries 

The solar panels and wind turbines at the BP service station in Hornchurch near 
London mean that the site runs entirely on renewable energy. P
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is closely linked to the “war on poverty”, 
or should I rather say the crusade for dig-
nified life for present and future genera-
tions. The petroleum industry is crucial 
in this setting, but so is also the work of 
international organisations and host gov-
ernments, all co-operating in effective and 
transparent ways.
     Most energy scenarios project that con-
sumption of every primary energy source 
will increase over next 20 year forecast 
horizon. Most of the increment in energy 
consumption is in the form of fossil fuels 
(oil, natural gas, and coal), because it is 
expected that fossil fuel prices will remain 
relatively low, and that the cost of gen-
erating energy from non-fossil fuels will 
not be competitive. It is possible, how-
ever, that as environmental programmes 
or government policies — particularly 
those designed to limit or reduce green-
house gas emissions — are implemented, 
the outlook might change, and non-fos-
sil fuels (renewable energy sources such 
as hydroelectricity, geothermal, biomass, 
solar, and wind power) might become 
more attractive. But for the future, fossil 
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in which they operate and technologi-
cal risks in a various parts of their busi-
ness. By collaborating with others, they 
potentially lose some of the upside but 
can pool resources and ideas and spread 
the risks more thinly.

Joint ventures
     Long-established co-operation be-
tween oil companies in the upstream 
business, refining and marketing is be-
ing supplemented by new joint ventures 
and partnerships, both in traditional and 
developing areas of the industry. In the 
mature oil province of the UK North Sea, 
for example, large oil companies are using 
collaborative approaches to make their as-
sets work harder while smaller companies 
entering for the first time are trying to find 
economic ways of exploiting ever-smaller 
pockets of oil around existing infrastruc-
ture. Talisman Energy, the Canadian ex-
ploration and production group, entered 
into a risk-sharing contract with Global 
Marine Integrated Services that enabled 
it to access some of the most marginal 

offshore oil fields in the world. Using ad-
vanced drilling, Global Marine was able to 
tap into the tiny Beauly field, which has 
reserves of only 3 million barrels of oil. A 
horizontal extension of 1,200 metres was 
drilled from an existing well and this was 
then tied back through a subsea pipeline 
to a floating production facility.
     At the other end of the traditional 
business, oil companies are seeking ways 
to minimise risks associated with the con-
struction of their retail outlets. The global 
nature of the large integrated oil groups 
means they have retail operations in many 
countries, each with their own complex 
planning laws and different suppliers. BP 
has sought to simplify this process by out-
sourcing its $3 billion service station con-
struction and maintenance programme in 
Europe, Japan, Venezuela and the US to 
Bovis Lend Lease, the Anglo-Australian 
construction group. To enable the risks 
to be shared, Bovis is contracted on a 
long-term partnership agreement and de-
rives its profit purely from the savings it 
achieves.

     “Our aim is to achieve a substantial 
increase in capital productivity which will 
enable us to fulfil our future growth op-
erations for the retail network,” says a 
BP official. “The partnership with Bovis 
will be an important component of this, 
delivering the savings required on all our 
retail construction and maintenance while 
continually improving the service we of-
fer to our customers.” 

New areas of activity
     While joint ventures and partner-
ship agreements have helped greatly to 
streamline traditional activities, the great-
est concentration of collaborative working 
in recent years has been in the non-tradi-
tional and developing areas of the busi-
ness. These fall broadly into two categories 
— new energy technologies and e-com-
merce. Major oil companies have realised 
that they must get involved with the de-
velopment of renewable and alternative 
energy forms at an early stage, reasoning 
that commercially recoverable hydrocar-
bon reserves will eventually be depleted, 
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Royal Dutch/Shell towed the Brent Spar 
oil platform to a Norwegian fjord
for disposal after protests by Greenpeace 
forced a rethink of the original plan
to sink it at sea.

Photo: Reuters
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and that precautions need to be taken 
against global warming. Some have had 
in-house research and capabilities work-
ing in this area for years, but recognising 
that alternative energy is outside their core 
areas of expertise, are now forming joint 
ventures with more specialised companies. 
The development of hydrogen fuel cells, 
which could one day replace the internal 
combustion engine, has been one of the 
most fertile grounds for this. All of the 
major oil companies have linked up with 
automotive and fuel cell manufacturers in 
a bid to share risks and ideas. 

Social concerns
     There are increasing calls for corporate 
responsibility and accountability cover-
ing economic, environmental and social 
issues. Social responsibility is a key issue 
of concern to all businesses around the 
world, not only to the oil and gas business. 
The environment is no longer an isolated 
subject; it is fundamental to everything 
we do. Companies are being scrutinised 
and are being measured as much for their 
social performance as their business per-
formance. 
     By demonstrating its ethics and integ-
rity, the oil and gas industry safeguards its 
reputation and credibility. Through this, a 
respect is shown for people, communities 
and the environment, safety and compli-
ance with the law. It is the right thing to 
do. The global demand for energy, and 
more specifically clean energy, is growing 
rapidly. There is no doubt that energy is 
essential to the improvement of human 
life and economic development. Oil, gas 
and coal represent around 90 per cent of 
commercial energy used worldwide and 
technological innovation and good stew-
ardship will allow us to go on finding and 
producing oil and natural gas for many 
years past current predictions.
     To meet this demand, the petroleum 
industry is called upon not just to pro-
vide effective management of oil and gas 
reserves, but also to marshal its financial 
resources and technical capacity to fur-
ther diversify energy sources and deliv-
ery options. Energy industries have al-
ways evolved to meet people’s changing 
needs. The energy industry of the twen-
ty-first century will become more diverse 
and more dynamic. For the longer term, 
sustainable economic growth, meeting 

global energy demands in an environ-
mentally sensible and socially acceptable 
way will require the development of en-
tirely new energy technologies and other 
advanced fuel sources.
     And hence the challenge, how do we 
meet this growing demand for afforda-
ble petroleum and natural gas products, 
while ensuring environmental quality and 
meeting societal needs? Today, business 
success, in both developed and develop-
ing countries, is increasingly linked to 
strong performance in financial markets, 
environmental stewardship and commu-
nity affairs. Businesses also have to deal 
with changing sets of expectations from 
a broader range of stakeholders.
     The international petroleum industry 
takes this challenge very seriously. The 
actual responses to these environmental 
and social challenges differ among com-
panies and countries. However, through 
the World Petroleum Congress (WPC), 
the international oil industry has a show-
case and a forum for communication to 
define common approaches to global en-
vironmental issues and share good envi-
ronmental and social practices for the 
benefit of the petroleum industry and 
the community at large.

Developing solutions
     Specifically, the international petrole-
um industry is collectively striving to ad-
dress society’s need by helping to develop 
solutions and responses that are socially, 
economically and environmentally accept-
able, by developing partnership with key 
UN bodies, global organisations and other 
industry associations; searching for cost 
effective solutions based on sound sci-
ence, and conducting consultations with 
all stakeholders.
     As members of the global business 
community, WPC members strive to-
wards maintaining high environmental 
standards. To accomplish this, compa-
nies have developed comprehensive and 
rigorous ‘risk-based’ environmental man-
agement practices and processes, which 
they apply to all operations anywhere in 
the world. This ensures the adequate pro-
tection of local values and priorities, while 
sustaining the economic viability and du-
rability of the business enterprise.
     There is great similarity among the 
policy-level environmental commitments 

and general aspirations of most major 
oil companies. These commitments in-
clude:
— As a minimum, companies com-

ply with local laws and regulations. 
Responsible approaches are applied 
where such laws and regulations do 
not exist and/or where the compa-
nies may judge that a more stringent 
approach is appropriate.

— Adoption of a corporate environmen-
tal policy that applies to all opera-
tions

— Implementation of the policy using 
a risk-based and a country-specific or 
site-specific approach.

— Setting-up high-level, long-range en-
vironmental performance objectives 
and tracking progress towards them. 

— Adoption of environmental manage-
ment systems that are applied consist-
ently throughout the world.

— Involvement of appropriate local stake-
holders in the decision making proc-
ess for issues that affect them.

— Establishment of global policy assur-
ance (stewardship) processes.

     These common elements provide an 
umbrella framework with the needed flex-
ibility for each company to implement it 
according to its core values. Major oil and 
gas companies are committed to the shar-
ing of good practices and learning from 
each other so that they can continuous-
ly improve their environmental perform-
ance. Some of the more notable examples 
for such activities include the following.
     The petroleum sector has long been 
at the forefront of the development and 
implementation of management systems 
for environment, health and safety and 
more recently, the emerging issues relat-
ing to corporate responsibility. While ear-
lier approaches focused on end-of-pipe/
react and treat controls, more recently, 
proactive, preventative, risk-based man-
agement approaches have been adopted 
as a means of integrating critical elements 
of risk, then applying quality systems ap-
proaches to continuously improve on past 
performance.
     The industry produces its own guide-
lines, designed to encourage operating 
practices in an environmentally and so-
cially responsible manner and provide 
an effective mechanism for sharing good 
practices. There are many examples in the 

F O R U M F O R U M



16 OPEC Bulletin March/April 2003 17

upstream as well as the downstream sec-
tor, eg, the International Standards Or-
ganisation and International Association 
of Oil and Gas Producers (OGP) man-
agement systems, American Petroleum In-
stitute management practices, the Cana-
dian Association of Petroleum Producers 
stewardship process, OGP guidelines for 
exploration and production in mangrove 
areas, the International Petroleum Indus-
try Environmental Conservation Associa-
tion oil spill report series, International 
Maritime Organization (IMO) maritime 
statutory regulations, and many more.
     There is a universal need for efficient 
technologies that will contribute to the 
sustainable development of the host coun-
tries and communities by providing em-
ployment, improving quality of life and 
protecting the environment. The inter-
national petroleum industry contributes 
to economic development and environ-
mental protection through technology co-
operation and capacity building. Many 
hope that technology will provide solu-
tions to meet this challenge. Business and 
industry, the creators of both wealth and 
new technology, have a key role to play 
in these areas. The growing importance 
of business in promoting a more sustain-

able future is highlighted by the fact that 
private financial flows to developing coun-
tries have well outstripped official aid. For 
the petroleum industry, technology trans-
fer is not a separate activity, but an inte-
gral part of the business operation. The 
establishment of sound management, the 
availability of a skilled workforce and all 
the factors in the local supply chain are 
a vital part of technology transfer.

International co-operation
     In the past 50 years or more, a rapid 
industrialisation and urbanisation proc-
ess, while of extreme significance in terms 
of economic development, and personal 
mobility has led to the deterioration of 
urban air quality, and strained infrastruc-
ture systems. Moreover, in addition to the 
link between urban air quality deterio-
ration and road transport, it is apparent 
that a substantial role is also played by 
the quantity and quality of air emissions 
from home heating and cooking fuels, 
manufacturing and small business enter-
prises.
     Many petroleum company-led air 
quality management programmes within 
Europe and Scandinavia are actively pro-
moting policies and practices that are ob-

jective, cost-effective, and based on sound 
science, to improve air quality in rapidly 
developing cities around the world. The 
industry has developed a framework and 
a set of tools, derived from the extensive 
experience gained through the Auto-Oil 
Programmes in OECD countries. These 
tools enable subjective analysis of options 
by decision makers and serve as a foun-
dation for new public policies. These are 
communicated through the use of an air 
quality “toolkit” and regional workshops 
to promote a scientific basis for the ap-
proach to the management of air emis-
sions in order to attain desired levels of 
improvement of air quality. Over the past 
few years, the industry has been actively 
working with the World Bank in its Clean 
Air Initiative for Latin America, demon-
strating the applicability of a number of 
computerised systems for objective analy-
sis of policy options in cities such as Lima 
in Peru and Rio de Janeiro in Brazil.
     No matter how good preventative 
measures are, the petroleum industry rec-
ognises that accidents can still happen. 
Particular emphasis has been placed on 
the developing countries, where resources 
and expertise are scarce. Some initiatives 
co-ordinate on the ground activity to help 
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Norway’s Statoil extracts carbon dioxide from the natural gas produced by its Sleipner field and reinjects it into a 
nearby reservoir. 
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the government and the oil industry in 
specific countries to join forces and de-
velop a credible response and planning 
strategy. The resources in the oil industry 
and the specialist expertise available from 
both the industry and the institutes are 
used to maximum effect in facilitating na-
tional and regional workshops and train-
ing programmes attended by both gov-
ernment and industry personnel. It also 
encourages countries to ratify those IMO 
conventions that provide guidance on co-
operative response planning and simplify 
compensation procedures in the aftermath 
of an incident.

Climate change
     Climate change is a global environ-
mental concern with potentially signifi-
cant consequences for society and the 
whole fossil fuel industry. Its significance 
stems both from possible future impacts 
of changing world climate as well as po-
tential socio-economic consequences of 
policies proposed to respond to increased 
concentrations of greenhouse gases in the 
atmosphere. It is a unique issue in terms 
of its scale, time frame, and the complex-
ity and uncertainty of scientific, technical, 
economical, social and political dimen-
sions.
     The principal influences on green-
house gas emissions are the size of the 
human population, the amount of en-
ergy used by each person, and the lev-
el of emissions resulting from that use 
of energy. A variety of technical options 
are available which could reduce emis-
sions, the most common and easiest to 
implement quickly being improved ener-
gy efficiency. Other options include, fuel 
switching (coal or oil to gas), renewable 
energy sources, alternative energy econo-
mies (methanol, hydrogen) and nuclear 
power. Yet all of these do not necessarily 
have lower costs than current systems and 
some have their own unique environmen-
tal and social problems.
     Alternatively, greenhouse gases, es-
pecially carbon dioxide (CO

2
), may be 

recovered and stored. CO
2
 capture and 

storage is complementary to the above 
options, having already demonstrated the 
potential for deep reductions in emissions 
whilst allowing continued use of the es-
tablished fossil fuel infrastructure. It is a 
real practical option available and dem-

onstrated today. Investigation of options 
and, especially, application of the most 
suitable ones will be enhanced by inter-
national co-operation. These technical 
options are most easily applicable to sta-
tionary plant, such as power generation 
and large industrial plants both on and 
off shore.
     Having captured the CO

2
, it would be 

necessary to store it or put it to use. Uti-
lisation of CO

2
 to make chemicals could 

use only a small proportion of the amount 
that could be captured. One practical ex-
ample in use today is the 300-megawatt 
coal power plant at Shady Point, Oklaho-
ma, USA, built by ABB Lummus Crest, 
where 200 tonnes of extremely pure CO

2
 

are taken daily from the flue gases and 
sold to the food industry.
     The first CO

2
 saline reservoir storage 

project has now been in operation for over 
five years, commissioned offshore in the 
second half of 1996 by Statoil, the op-
erator of the Sleipner field in the North 
Sea off the coast of Norway. A company 
well known for its socially responsible ac-
tions and environmental initiatives, Sta-
toil is extracting annually over one mil-
lion tonnes of CO

2
 from the natural gas 

produced by the Sleipner West field and 
injecting the CO

2
 into the nearby Utsira 

reservoir.

Monitoring activity
     This is also an example of excellent in-
ternational collaboration, between public 
and private companies and governments. 
Statoil operates the Sleipner field on be-
half of a group of partners. The additional 
agreement to carry out monitoring activ-
ity is being supported by Statoil, Exxon-
Mobil, BP, Vattenfall and many geological 
institutions from Norway, the UK, Den-
mark, France, the Netherlands and Swe-
den. In addition there are national min-
istries involved, from countries including 
the UK, Norway, Denmark, the Nether-
lands and France. A collaboration of 30 
countries has been working on practical 
research in this area since 1991. During 
the start-up phase, North Sea seismic data 
was given to the group by all the operators 
in the North Sea. This saved millions of 
dollars of work and showed the willing-
ness of many competitors to contribute 
to this unique project.
     The petroleum industry has been op-

erating in some of the world’s most sen-
sitive environments for more than 100 
years. Although the industry’s environ-
mental record has not been perfect, it has 
been a pioneer in developing and using 
new technologies, systems and practices 
to minimise the impact of its operations. 
The industry’s continuous efforts to im-
prove have intensified in recent years, 
reflecting heightened public awareness 
and interest regarding the way industry 
manages its interface with the environ-
ment, local communities and the public 
at large. With careful planning, manage-
ment and consultation, energy resources 
can be developed without causing lasting 
damage to the environment, while max-
imising economic and social benefits to 
the local communities. 
     In order to be successful, oil com-
panies need access to resources and a li-
cence to operate. Businesses have to deal 
with changing sets of expectations from 
a broader range of stakeholders. In many 
countries the public is becoming increas-
ingly powerful and plays a growing role 
in the decision-making processes of both 
governments and businesses. Establishing 
and maintaining good relationships with 
all stakeholders is key to the future of the 
oil industry. 
     With the demand for greater open-
ness in corporate behaviour, the success 
of what we do increasingly depends upon 
achieving stakeholder endorsement. This 
requires that we seek stakeholder views 
about proposed activities and engage in 
two-way dialogue. It is essential to effec-
tively engage our community stakeholders 
in decision-making processes that affect 
them. A trusted company can be part of 
the process and thus influence the out-
come. As trust diminishes, the demand 
for transparency and assurance increas-
es. There is no hiding place from public 
scrutiny. Stakeholders want demonstrable 
assurance that companies are behaving re-
sponsibly. They want to be consulted on 
issues of concern to them. 
     These key challenges in recent years 
relate more to the social side than to the 
environmental aspects of business. The 
impact of these developments on large 
companies has been an increasing call for 
corporate responsibility.
     There are inconsistencies between the 
industry’s perception of its responsibilities 
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and what others think is the industry’s 
responsibility. Communities, employees, 
NGOs and the public all have different 
expectations of and concerns about the 
industry, but there is a general belief out-
side the sector that the industry is power-
ful, profitable and insensitive. This is not 
the case, current approaches utilised by 
our industry in the area embrace the basic 
principle that financial performance and 
responsibility to shareholders as well as 
acceptable social and environmental per-
formance is of equal key importance to 
sustained business success.

Cultural differences
     The convergence of oil, human rights, 
social responsibility and sustainable devel-
opment has increasingly been in the head-
lines in recent years. The issue of how oil 
companies interact with the wider world 
has been brought home by a number of 
well-publicised incidents. In the summer 
of 1995, Royal Dutch/Shell found itself 
the target of a well-organised and co-or-
dinated wave of protest across Western 
Europe over its plan to sink the obso-
lete Brent Spar oil storage platform in 
the deep waters of the Atlantic Ocean. 
Experts and European governments ap-
proved the project, but Greenpeace, the 
environmental pressure group, mounted 
a big campaign that included occupying 
the Brent Spar platform. The sophisticated 
use of video and the media ensured that 
the Greenpeace protests received maxi-
mum exposure on television, radio and 
the newspapers.
     Sometimes subtle cultural differences 
between companies from the modern, in-
dustrialised world and developing coun-
tries can lead to significant friction be-
tween the two. In its most basic form, 
net present value, the means by which 
oil companies calculate the economics of 
proposed projects, can be translated sim-
ply as “time is money”.
     Once a project has been sanctioned, 
its ultimate value is linked to how quickly 
it can be completed and become opera-
tional. Time may indeed be money in 
the contemporary commercial world, but 
in many parts of the Third World, time 
is far from an economic concept, and 
the rush to complete projects can often 
raise suspicions about the motives of the 
oil companies, and whether they simply 

want to extract the oil or gas as quickly 
as possible. 
     The rush to complete projects is ex-
acerbated by traditional relationships be-
tween oil companies and their main sup-
pliers and contractors. Even in those cases 
where the oil companies themselves adopt 
measures to foster local content and em-
ployment and to mitigate their negative 
impact on the environment or society, it 
has often proved difficult to enforce the 
same attitudes among contractors.
     An example of the scale and speed of 
such operations can be seen in BP’s pre-
liminary plans to proceed with full de-
velopment of the main foreign-operated 
oil and gas fields in Azerbaijan, on the 
western shores of the Caspian Sea. The 
two major BP-operated offshore oil and 
gas developments along with their associ-
ated export pipelines will cost almost $9 
billion in coming years.
     When translated onto the ground in a 
country of just eight million people and 
a poorly developed and maintained in-
frastructure, that means up to 400 more 
heavy trucks a day passing through the 
potential chokepoint of the Azeri-Geor-
gian border, eight additional trains a day 
on the Azeri rail network and 10 more 
ships and three large barges more each 
month passing through the Volga-Don 
canal system in Russia into the Caspian. 
Add to that an influx of thousands of for-
eign workers and a development timetable 
that BP acknowledges will be “aggressive” 
and the scale of the potential disruption 
becomes clear. 
     The Azeri projects and their associated 
international pipelines promise to trans-
form Azerbaijan’s financial condition. In 
the four years leading up to 2005 the gov-
ernment’s share in the present foreign-op-
erated oil project is expected to generate 
around $150 million a year. But in 2006 
that figure is expected to rocket to more 
than $1.0bn, and to quickly climb to al-
most $6.0bn by 2011. The size of such 
a windfall can often inflate public expec-
tations, something that the oil industry 
has to be very careful about, as in many 
cases, due to aspects outside their control, 
such expectations, especially among those 
more directly affected by such develop-
ments, have been dashed.
     While the response of oil companies 
to such situations has not been uniform, 

there are grounds for optimism that the 
industry can adapt to new circumstances. 
Many of the people working in the indus-
try, and especially the younger generation, 
share some of the goals and aspirations 
normally espoused by non-governmental 
organisations and other pressure groups. 
In many countries oil company employ-
ees have gone out of their way to work 
with local communities and build bridges 
to the wider society.
     Companies such as Statoil, Shell and 
BP have broken new ground not only in 
assessing the social impact of new projects 
but in continually measuring their impact 
over the life of such projects. Transparency 
has also been greatly improved in recent 
years with the introduction of annual re-
ports, which provide unprecedented detail 
into how companies operate.
     Major oil companies have realised 
that they must get involved with the 
development of renewable and alterna-
tive energy forms at an early stage, rea-
soning that commercially recoverable 
hydrocarbon reserves will eventually be 
depleted, and that precautions need to 
be taken against global warming. Some 
have had in-house research and capa-
bilities working in this area for years, 
but recognising that alternative energy is 
outside their core areas of expertise, are 
now forming joint ventures with more 
specialised companies.

Conclusion
     Meeting society’s increasing demand 
for energy and strong environmental and 
social performance in this century will 
be a decisive challenge for energy com-
panies and host nations. The petroleum 
industry recognises the complexities of 
trying to achieve a balance among eco-
nomic, environmental and social expec-
tations. There are conflicting demands 
and contradictory expectations. There are 
limits to what companies can do, and 
ought to do. At the international level, 
organisations such as the WPC encour-
age dialogue and sharing of experiences 
between its members internal discussion 
and production of case studies, which all 
help in building on key lessons learned 
and sharing good practices within the in-
dustry, thereby living up to its purpose 
to promote sound fossil fuel use for the 
benefit of mankind.
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On September 5 or 6, 2002, almost 
all Swedish newspapers, radio sta-
tions and TV stations reported 

that many purchasers of electricity had 
come to the conclusion that large elec-
tric producers in the country (and per-
haps also in Norway and Finland) were 
manipulating prices. The implication was 
that this propensity to trifle with the in-
visible hand was made inevitable by the 
deregulation of the Nordic electric sector, 
which, as in the case of California, en-
couraged conduct that would have been 
unacceptable — or nearly unacceptable 
— under the old arrangement.
     None of this surprises me. In a large 
number of papers and lectures, I have 
made it my business to describe the short-
comings of electric and gas deregulation, 

which includes using every opportunity 
to recognize a prophetic observation of 
US Congressman Peter de Fazio: “Why 
do we need to go through such a radical, 
risk-taking experiment?” he asked about 
electric deregulation. His answer could 
hardly be misinterpreted: “Because there 
are people who are going to make mil-
lions or billions.” In the case of Sweden 
and Norway, the millions or billions are 
going to be made from the sale of pow-
er to customers on the other side of the 
Baltic.

Price manipulation
     To be truthful, there is more to this 
escapade than meets the eye. Price ma-
nipulation may well have taken place, and 
the platform for what one shocked ob-
server called: “distasteful behaviour” may 
have been that overpraised ‘role model’ 
Nordpool, where various scholars have 
somehow come to the conclusion that 

competition reigns supreme. However, 
when regulated monopolies are trans-
formed into unregulated — or nearly 
unregulated — oligopolies, then main-
stream economic logic tells us that prices 
are more likely to go up than to fall. This 
is so because of these oligopolies moving 
into a Cournot optimizing mode (where, 
ceteris paribus, supply would decline), or 
because — in the long run — the percep-
tion of increased risk and/or the threat of 
declining prices will bring about reduced 
investment in new generating facilities, or 
because of an increased resort to collusion 
— and particularly the tacit kind of which 
detection and prosecution would require 
establishing a facsimile of the thought-po-
lice that supposedly bloomed in pre-war 
Japan.
     In one of the earlier versions of my 
finance textbook (2002), I briefly dis-
cussed ‘index’ and ‘self ’ front-running in 
the share markets, which in the old days 

California comes to Norden
— or,  the inevitable outcome

of another deregulation experiment

* Professor Banks teaches economics at the 
Nationalekonomiska Institutionen, Uppsala 
University, Sweden.

When regulated monopolies become unreg-
ulated oligopolies, simple economics tells us 

that consumers are bound to end up
paying higher prices, argues

Professor Ferdinand E Banks*
in this article.
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“I’ve had a belly full of being
restructured and deregulated,

only to find out that 
everybody else gets rich

and the rest of the people
lose their shirts.”
— US Senator 
Byron Dorgan

(Financial Times, May 22, 2002)

would have simply been labelled share (or 
stock) manipulation. Theories are now be-
ing advanced that a variant of this (ille-
gal) practice has taken place on the Nor-
dic electric market, just as it supposedly 
cropped up in California, where it led to 
Governor Gray Davis using the colour-
ful term “out-of-state criminals.” What it 
turns on in the present context is large 
wholesalers (ie, generating firms) choosing 
what they judge to be the most auspicious 
time of day to sell ‘spot’ electricity to dis-
tributors (ie, retailers). The key item in 
this impropriety — if it really deserves to 
be call that — is the fact that only three 
firms sell 90 per cent of the electricity 
in Sweden, as compared to six or seven 
before deregulation. This means that the 
new producers that the deregulation post-
er boys in the USA and the UK assured 
us would soon make an appearance, are 
distinguished by their absence.
     But, in all honesty, it is not certain 

that what has been going on in the electric 
market really deserves to be called ‘ma-
nipulation’. Professor John Kay — widely 
recognized as an important player in the 
upper reaches of the UK academic world, 
as well as a warm friend of deregulation 
— concludes that “electricity prices (in 
the UK) have been too high because gen-
erators were able to manipulate the pool 
to their advantage,” but — once again 
— when we have oligopoly, there is of-
ten not a great deal of difference between 
manipulation and what is called ‘profit 
maximization’ in the first course in eco-
nomics. If there is a villain here, it is an 
imprudent deregulation, and not hard-
working CEOs who want to maximize 
the value of their firms and perhaps their 
own salaries and perks.

Expensive fad
     Professor Alfred Kahn, who is prob-
ably the most important deregulation 

scholar in modern times, has said that: 
“I am worried about the uniqueness of 
the electricity markets. I’ve always been 
uncertain about eliminating vertical inte-
gration. It may be one industry in which 
it works reasonably well.” Once again Pro-
fessor Kay can be cited. He says that “… 
complete deregulation of the electricity 
business is impossible.”
     Impossible but, in Europe at least, im-
minent; and the same is true with gas. A 
malicious and expensive fad that has no 
place in a day and age when, with a lit-
tle effort, our political masters and their 
advisors should have little or no trouble 
distinguishing between sense and non-
sense.
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UN relief agencies work
to restore flow

of humanitarian aid into Iraq 
Humanitarian aid is once again flowing 
into Iraq following the end of the war, ac-
cording to various United Nations (UN) 
relief agencies.
     The latest developments include the 
opening of a fifth food corridor into Iraq, 

the dispatch of emergency medical sup-
plies and the imminent return of more 
UN staff.
     The announcement of the opening of 
a fifth food corridor, from Kuwait, was 
made by the World Food Programme 

(WFP). The agency is already operating 
four other food corridors from the neigh-
bouring countries of Iran, Jordan, Syria 
and Turkey.
     The first WFP aid through the new 
corridor consisted of 22-truck convoy car-
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Above: Iraqi children scramble for water at a collection point in Basra in southern Iraq.
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rying 880 tons of wheat flour, enough for 
100,000 people for a month.
     The convoy was headed for Nassar-
iya, where an assessment reported that 
household stocks were low. The city is 
the capital of Thi Qar province with a 
population of over 900,000 people.
     With around 200 aid trucks rolling 
into northern Iraq every day, the WFP 
said that it had achieved pre-war securi-
ty levels there and was now reaching out 
to cover the food needs of the central re-
gion.
     In addition, ships were arriving in the 
region with tens of thousands of tons of 
food and staff were working around Iraq to 
assess the conditions of silos, mills, ware-
houses and food agents.
     “The WFP logistical machine contin-
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ues to build up steam as we race to ensure 
that 27 million Iraqis can again head to 
the food agents in their neighbourhoods 
and receive their regular monthly rations,” 
commented a spokesman for the WFP, 
Khaled Mansour.
     Cargoes of wheat and other foodstuffs 
were arriving from countries around the 
world, including the USA, Russia, Aus-
tralia, Thailand and others.
     Meanwhile, the World Health Organi-
zation (WHO) said it was rapidly expand-
ing its work around Iraq, from Mosul 
and Kirkuk in the north, to Tikrit, Diy-
ala, Baghdad, Nasiriya, and Basra in the 
south.
     The WHO was sending three large 
trucks from Amman to Baghdad with 
tons of emergency supplies to respond 

to critical shortages of medicines and oth-
er health supplies, according to WHO 
spokesperson, Fadela Chaib.
     These included 40 emergency health 
kits, with each kit serving 10,000 people 
for three months with basic drugs, surgical 
items, insulin and auto destruct syring-
es. The delivery would serve the urgent 
health needs of 400,000 people until the 
end of July, 
     “The WHO’s 327 national staff have 
been working flat out to support the re-
establishment of the health situation in 
Iraq,” Chaib told a press briefing.
     She added that where needed, the 
WHO was co-ordinating delivery of es-
sential supplies and equipment, and was 
on the alert to detect and respond to out-
breaks of disease.

Above: Young Iraqi pupils sit as they wait for the distribution of UNICEF school aid kits during a visit by Executive Director Carol 
Bellamy to a rehabilitated mixed school in Baghdad.
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     The agency was also carefully moni-
toring hospital security, the status of es-
sential services, including water and elec-
tricity, and the overall condition of health 
facilities, noted Chaib.
     Separately, the UN Children’s Fund 
(UNICEF) warned that rapidly dwindling 
chlorine supplies in the south could leave 
water untreated within weeks, with “po-
tentially calamitous” results.
     “It’s not too much to say that we are 
alarmed. The water situation is acute,” 
the Head of UNICEF’s Iraq Office, Carel 
de Rooy, told journalists in the southern 
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city of Basra, where a UNICEF team has 
been assessing the water situation.
     “People have to understand that chil-
dren who contract diarrhoea, never mind 
cholera, cannot retain their food. They 
wither away. And we are on the cusp of 
seeing contaminated water flow directly 
from the putrid main rivers into house-
hold pipes,” said de Rooy.
     Noting that there was a parallel rise 
in diarrhoea in towns where there was a 
lack of chlorine, he said: “What’s needed 
now is an emergency shipment of about 
400 tons of chlorine gas. Without it, we’ll 

see many more child deaths by the end 
of this month.”
     Adding her voice to the alarm, 
UNICEF’s Executive Director, Carol 
Bellamy, commented: “The dirty water 
equation is a simple one. Young children 
have developing immune systems and low 
body weight. Add a bout of diarrhoea or 
cholera picked up from dirty water, and 
we can lose them very quickly.”
     The UN spokesman in Amman, Nejib 
Friji, noted that the various UN agencies 
were ready to assume a central role co-
ordinating international efforts aimed at 
providing aid to Iraq.
     “We will do whatever we can to assist 
the Iraqi people in an independent and 
impartial manner,” Friji told reporters at 
a press briefing.
     “We are trying to move back into Iraq 
as fast as we can, and several international 
members of staff have already been de-
ployed, but we can only work effectively 
once the occupying power can assure us 
that conditions are right for the return 
of our staff,” he added.
     Friji also stressed the need to reaf-
firm the sovereignty, political independ-
ence and territorial integrity of Iraq, as 
well as the right of the people to freely 
determine their own system of govern-
ment and political leadership, as well as 
to control their own natural resources.
     He emphasized the need to help the 
people of Iraq establish conditions for a 
normal life, and added that of primary 
importance was “the need to give pride 
of place, in all our thinking, to the rights 
and interests of the Iraqi people.”
     In another move, the European Com-
mission (EC) is to allocate €10 million to 
meet urgent medical needs in Iraq, which 
will be airlifted into the country. The move 
is part of a wider co-ordinated effort in-
volving EU member states and the EC.
     The funding, channelled through the 
EC’s Humanitarian Aid Office, was an-
nounced by the Commissioner for De-
velopment and Humanitarian Aid, Poul 
Nielson.
     Speaking in Brussels, he said; “It is 
clear that the war has affected the delivery 
of basic health services in Iraq. As always, 
children are among the worst-affected and 
it is vital that adequate treatment should 
be available for these innocent victims of 
the conflict.”
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Opposite page: A 
water vendor fills a 
large bowl with fresh 
water for an Iraqi 
child in Al Qurna, 
southern Iraq.

An Iraqi doctor looks 
for medicine in a hos-

pital in Baghdad.

Iraqi people line up with 
jerricans waiting for 
gasoline in Baghdad.
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This section draws on the output of the OPEC News Agency (OPECNA), which transmits three daily bulletins of news, 
analysis and features from OPEC Member Countries and emerging economies. For those who are interested in oil, en-
ergy and economic development issues, more details on OPECNA can be found in the advert opposite.

N E W S L I N E

Doha — The Qatari capital Doha played 
host to the third ministerial meeting of 
the Gas Exporting Countries’ Forum 
(GECF) last month.
     Opening the meeting, the Emir of Qa-
tar, Sheikh Hamad Bin Khalifa Al Thani 
(pictured below), said that the gathering 
reflected not only the increasing impor-

tance of gas, but also the status of Qatar 
in the industrialization and export of the 
fuel and its derivatives.
     Gas, he said, had made an impact on 
the interests of the consuming countries 
and the world economy in general, as well 
as the economies of the gas-producing 
and exporting countries in particular.
     “This urges us to increase the efforts 
to develop this industry, so as to make it 
rank as a major source of clean energy, 
depending to that end on the huge re-

Qatari Emir opens third ministerial meeting of
Gas Exporting Countries’ Forum in Doha

serves in the North gas field and the out-
standing expertise and technology of the 
international firms that participate with 
us in joint ventures, or those who made 
offers to develop our gas-related indus-
tries,” the Emir noted.
     The gathering, he said, was being 
held at a critical phase in the develop-

ment of the gas industry. 
World gas consumption 
was still growing at rates 
higher than those of other 
sources of energy, such as 
oil and coal.
 Most analysts expected 
the share of gas consump-
tion in total world energy 
use to continue to rise, he 
added, pointing out that 
the Middle East region 
held about 40 per cent 
of the world’s gas reserves. 
The region did not con-
sume much of its reserves, 
so export capability would 
be tremendous.
 The largest gas markets 
would be in the United 
States, Europe, the Far 
East and the Indian sub-
continent. This meant 
that future demand for 
natural gas could not be 
met without transporting 

the fuel along much greater distances.
     Also speaking at the GECF meet-
ing, the Qatari Minister of Energy and 
Industry, Abdullah Bin Hamad Al Atti-
yah, underlined the need for enhancing 
co-operation between gas-exporting and 
importing nations.
     Such co-operation would provide the 
best possible conditions for the develop-
ment of the gas industry to meet the de-
mands of the world market, and secure 
the interests of all parties concerned.

     He said demand for natural gas and its 
by-products had witnessed rapid growth 
in recent years. 
     “Part of the reason is due to the major 
technological developments in the indus-
try, and also to the growing concern about 
improving environmental conditions. 
     “There is also the relative economic 
advantage of gas compared with oil and 
its by-products. This trend is expected to 
continue in the mid to long term, increas-
ing the importance of gas as an energy 
source,” said Al Attiyah.
     “It is not surprising that forecasts pre-
dict gas increasing its share in total world 
energy demand from around 23 per cent 
to 28-29 per cent in 2020. To meet such 
demand the volume of gas produced and 
delivered should be increased,” he not-
ed.
     The Iranian Minister of Petroleum, Bi-
jan Namdar Zangeneh, told the meeting 
that gas exporters faced a number of chal-
lenges, due to factors including globaliza-
tion, liberalization, privatization, and the 
recent wave of mergers and acquisitions, 
that together had brought about major 
changes in the oil and gas industries, as 
well as speeding up developments in en-
ergy production and consumption tech-
nologies.
     Zangeneh said the aim of the GECF 
was to create a platform where gas ex-
porters could exchange views and infor-
mation for the optimal utilization of their 
natural resources, enhance the actual sta-
tus of natural gas in the energy mix, and 
consolidate its role in sustainable devel-
opment.
     “It is, in fact, essential for energy-rich 
countries to expand their communications 
and interactions in a manner that the nec-
essary connection is established between 
security of energy supply, environmen-
tal considerations, and their economic 
growth,” he said.
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our President to deepen energy relations 
with the USA. We think that these rela-
tions have a strategic dimension of a very 
long term.”
     Alvarez Herrera said that recent devel-
opments in Venezuela’s natural gas indus-
try were a good example of the strength-
ening of such ties.
     “The proven reserves that Venezue-
la has in only one region, the so-called 
Deltana Platform, can cover the estimat-
ed natural gas deficit of the USA by the 
year 2015. That’s why we have 
indicated that Venezuelan po-
tentialities have not been fully 
considered in the energy plan 
designed by the government 
of the USA.
     “Venezuela applauded 
that plan from the beginning 
because it considers that it al-
lows our countries to develop 
a strategic definition of our 
energy relationship,” he was 
quoted as saying by the state 
news agency Venpres.
     Venpres also indicated 
that Alvarez Herrera told 
Bush that he planned to 
launch “intense activity with 
official agencies, as well as 
with private US companies 
and institutions, aimed at 
deepening energy aspects of 
our bilateral relations.”
     The Ambassador also re-
ferred to the recent strike in 
Venezuela, which caused the 
interruption of some oil in-
dustry operations in Decem-
ber and January, affecting en-
ergy exports. The strike is now over and 
operations are back to normal.
     “From the first moment, the govern-
ment of President Chavez began taking 
adequate measures to prevent the halt 
caused by industry managers and to re-
establish, as quickly as possible, total op-
erations in the Venezuelan oil industry,” 
noted Alvarez Herrera.
     The Ambassador also highlighted the 
prospects for greater trade co-operation 
between the two countries. Venezuela 
continued to be a very attractive market 
for US exports and all efforts would be 
made to increase US investment in the 
Venezuelan economy, he said.

     “We propose to carry out consulta-
tions at the very highest level, in order 
to allow us to promote the negotiation 
of further investment agreements between 
our countries,” added the new Venezue-
lan Ambassador.

Nigeria signs new deal
to supply natural gas
to West African states

     At the close of the meeting, a statement 
was issued which warned of the negative 
impact of “new governmental and region-
al procedures in the consumer countries 
that interfere with the business terms and 
conditions of the contracts on gas pur-
chases, re-gasification and distribution.”
     The GECF agreed that Qatar, the 
current Chairman, should establish a li-
aison office to serve as a central database 
for future meetings and studies, as well 
as oversee the implementation of projects 
planned, where the cost was beyond the 
resources of any single producer.
     Qatar also reported that it had sub-
mitted a proposal to the World Trade Or-
ganization to consider natural gas among 
environmental commodities and asked the 
GECF to support the proposal.
     The meeting was attended by energy 
ministers and senior gas industry officials 
from 15 countries: Algeria, Brunei, Egypt, 
Indonesia, Iran, Libya, Malaysia, Nigeria, 
Norway, Oman, Qatar, Russia, Trinidad 
& Tobago, the United Arab Emirates and 
Venezuela.

Venezuelan Ambassador
ensures USA of reliable
oil and gas supplies 
Caracas — Venezuela’s new Ambassa-
dor to the USA has told the US Admin-
istration that his country will strengthen 
bilateral energy relations and reaffirm its 
commitment to consumers as a secure 
and reliable energy supplier.
     Ambassador Bernardo Alvarez Herre-
ra, who was presenting his credentials to 
US President George W Bush, delivered 
a message sent by the Venezuelan Presi-
dent, Hugo Chavez.
     The message said that Venezuela’s gov-
ernment “expressed its responsibility to 
crude oil consumers, as well as the con-
viction not to use petroleum as a political 
weapon in any circumstance, a position 
that has been ratified by the Venezuelan 
government before the authorities and the 
people of the USA.”
     Noting that the new Ambassador had 
been involved in activities in the Venezue-
lan petroleum sector over the past four 
years, the statement added that: “this in 
itself is a clear expression of the will of 
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Abuja — Nigeria has signed a deal with 
several other West African nations to sup-
ply them with natural gas under the West 
African Gas Pipeline (WAGP) project.
     Nigerian President Olusegun Obasanjo 
(pictured above), from whose country the 
gas will be sourced, signed the agreement 
in Dakar, Senegal, with Presidents John 
Koufor of Ghana, Gnassingbe Eyadema of 
Togo, and Mathew Kerekou of Benin.
     A News Agency of Nigeria report quot-
ed Obasanjo, who was re-elected for an-
other term as Nigerian President in April, 
as saying that the treaty was “the much-
needed booster for further development 
of the project.”
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In brief     The project is a joint effort between 
the Nigerian National Petroleum Corpo-
ration (NNPC), the Nigerian subsidiaries 
of Royal Dutch/Shell and ChevronTex-
aco, VRA of Ghana, Sobegaz of Benin 
and Sotogaz of Togo.
     The deal “marks an important mile-
stone in our continued quest for attain-
ing economic and industrial development 
in the West African sub-region, thus im-
proving the quality of life of our people,” 
said Obasanjo.
     He said the ceremony gave him “hope 
at last, as we can now have a basis on 
which to kick-start the economic revival 
of our member states. Energy supply and 
utilization are veritable indicators of eco-
nomic and industrial development of any 
society.”
     The Nigerian President said that it 
was most regrettable that in spite of the 
vast natural resources in West Africa, the 
various countries had not been able to or-
ganize themselves to improve their energy 
supply and utilization.
     “Average energy per capita in West Af-
rica is one of the lowest in the world,” 
he said, stressing that it was for that rea-
son that the region was suffering from 
a “severe impairment of its development 
process.”
     Obasanjo commended the initiative 
taken on the project by leaders of the 
Economic Community of West African 
States (ECOWAS) in September 1995, 
and urged his fellow heads of state to 
further promote the project by sending 
the treaty to their parliaments for ratifi-
cation.
     “We should take anticipatory steps to 
ensure that as the pipeline gets to any 
country, the gas will be commercially uti-
lized,” he said, noting that he was opti-
mistic that the project would become the 
nerve-centre of the region’s energy sup-
ply.
     Obasanjo stressed that Nigeria would 
remain fully committed to the project, 
adding that it would enjoy the same fiscal 
incentives applicable to local gas projects, 
which he said, were aiming to make gas 
available as a reliable and alternative source 
of energy at competitive prices. 
     The project is expected to supply nat-
ural gas mainly to Ghana for power gen-
eration, and for sundry uses in the transit 
countries of Benin and Togo.

Indonesia’s Pertamina
to build oil refinery
in Gresik, East Java

Jakarta — The Indonesian state oil 
company Pertamina is planning to es-
tablish an oil refinery at Gresik, on the 
north coast of East Java, it was announced 
last month.
     The 123,000 barrels/day refinery 
would help cover part of the country’s 
total demand of 1.2 million b/d, accord-
ing to a Pertamina spokesman, Ridwan 
Nyak Baik.
     “Oil demand in Indonesia totals 1.2m 
b/d, 80 per cent of which is met by do-
mestic refineries, while the rest is met by 
imports from Singapore and other south-
east Asian countries,” the national news 
agency Antara quoted Ridwan as saying.
     The government planned to end the 
country’s dependence on imported pe-
troleum products through a number of 
measures, including the construction of 
more refineries, he said.
     Industry sources said Pertamina could 
be taking on a partner, especially a for-
eign investor, to build the medium-sized 
refinery.
     Cash-strapped Pertamina, which was 
now being turned into a commercial com-
pany with no monopoly in oil and gas 
sector, had also been discussing the possi-
bility of buying a one-third share of BP’s 
285,000 b/d refinery in Singapore.
     It saw the partnership in the Singapore 
Refining Company as important for serv-
ing its market in Indonesia’s Riau prov-
ince, the sources said.
     Although all of Asia had surplus refin-
ing capacity, the Indonesian archipelago 
could best be served by smaller refiner-
ies within the provinces and servicing the 
markets directly.
     This would reduce the present heavy 
costs of transporting products in smaller 
tankers, the sources pointed out. How-
ever, Indonesia and Pertamina faced chal-
lenges in raising foreign investment in the 
country.
     Data from the Investment Co-ordi-
nating Board showed that foreign direct 
investment (FDI) has continued to decline 
since the country plunged into economic 
and political crises in 1997. 

UK outlines new energy policy
LONDON — The British government has pub-
lished its new energy policy, which includes 
four main goals, one of which is ensuring 
the reliability of oil and gas supplies. The 
review, entitled Our energy future: creating a 
low carbon economy, is also aimed at working 
towards cuts in carbon dioxide emissions by 
60 per cent over the next 50 years, promot-
ing competitive energy markets in the United 
Kingdom and beyond, and ensuring afford-
able heating costs. “We need to address the 
threat of climate change. We must deal with 
the implications of reduced UK oil, gas and 
coal production, which will make us a net 
importer, instead of an energy exporter,” the 
government’s White Paper argued. With oil 
and gas supplies from the UK sector of the 
North Sea in decline, it was expected that 
Britain would become a net importer within 
a few years.

BP to transfer Venezuelan assets
London — UK oil and gas giant BP has 
agreed to transfer its interests in two Ven-
ezuelan production assets to independent 
firm Perenco for $160 million in cash. The 
interests comprise a 60 per cent stake in the 
Boqueron field, in eastern Venezuela, and a 
100 per cent stake in the Desarrollo Zulia 
Occidental field in the west of the country. 
BP currently operates both fields and its share 
of production from them averaged 26,100 
barrels/day of oil in 2002. The deal is subject 
to approval from the Venezuelan national oil 
company, Petroleos de Venezuela. The trans-
action follows a number of recent disposals 
that BP has made in other parts of the world, 
including the sale of several UK southern 
North Sea gas production assets to Perenco.

Singapore to increase gas use
SINGAPORE — Singapore has set a target of 60 
per cent electricity generation from natural 
gas over the next 10 years, the country’s Min-
ister of State for Health and the Environment, 
Dr Balaji Sadasivan, announced last month. 
He said Singapore was modestly confident 
that this target would be achieved as most 
power plant operators had opted to switch 
to natural gas and combined-cycle generation 
technologies to compete in the open electric-
ity market and maintain their commercial vi-
ability. Citing an example, he said the latest 
combined-cycle plant at Singapore’s Seraya 
power complex had achieved as high as 56 
per cent boiler efficiency, compared with 
about 39 per cent for steam turbine plants. 
“This translates to an efficiency improvement 
of more than 40 per cent. We expect the im-
provement in carbon efficiency to be much 
higher,” he told an industry conference.
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In brief      FDI approvals, excluding those in the 
energy and financial sectors, plummeted 
by 35 per cent to $9.7 billion last year, 
down from $15.06bn in 2001. 
     Domestic investment approvals 
dropped even more — to 25.26 trillion 
rupiahs ($2.8bn) in 2002, 57 per cent 
lower than the 58.62tr rupiahs seen the 
previous year.
     In a related development, Indone-
sian President Megawati Soekarnoputri 
has pledged to improve the country’s in-
vestment climate to woo foreign investors 
to help rebuild the battered economy and 
create jobs. 
     “We have to admit, we really need in-
vestors, not just to improve the economy, 
but also to create jobs,” Megawati said at 

the launch of a new initiative entitled In-
vest in Indonesia 2003.
     The government hoped to attract 
new investments, both from domestic 
and foreign sources, to meet its target of 
four per cent economic growth this year 
and create jobs for more than 40 million 
unemployed people. 
     Among measures being implemented 
to boost foreign investment, the govern-
ment planned to submit the investment 
bill to the House of Representatives to 
give more legal protection for foreign in-
vestment in the country.
     It also planned to establish a national 
investment team to find ways to attract 
investment. The team of cabinet minis-
ters will be chaired by Megawati.

TotalFinaElf hikes Indonesia spending
BRUSSELS — France’s TotalFinaElf is to spend 
around $1.1 billion in Indonesia this year, 
compared with around $900 million in 2002. 
The investment is needed to maintain natural 
gas production from the Peciko and Tunu 
fields, which are located in East Kalimantan 
province, under the Mahakam block produc-
tion-sharing contract. The fields produce a 
combined 2.4bn cubic feet/day of gas. Total-
FinaElf has also shown interest in Indonesian 
oil exploration blocks opened for tender last 
month. TotalFinaElf Indonesia’s Head of Cor-
porate Communications, Ananda Idris, said 
the company would always consider new oil 
and gas blocks, but would like to see a clear 
ruling as soon as possible from the Indonesian 
government on how the output of the blocks 
would be handled upstream.

US awards contracts to fill SPR
NEW YORK — The United States Depart-
ment of Energy (DoE) has awarded three 
new crude oil delivery contracts, to speed up 
the planning filling of the nation’s Strategic 
Petroleum Reserve (SPR) this spring. Chev-
ronTexaco Global Trading, Shell Trading and 
ExxonMobil submitted the best offers and 
were awarded six-month contracts to begin 
delivering some 116,000 barrels/day of crude 
to the government’s emergency stockpile in 
May. As with all recent oil delivery contracts 
to the SPR, the crude oil will come from 
exchange arrangements the companies make 
for royalty-in-kind crude produced from 
federal offshore leases in the Gulf of Mexico. 
In November 2001, US President George W 
Bush announced plans to fill the SPR to its 
700 million barrel capacity, using the royalty 
in-kind-programme.

Norway unable to increase output
BRUSSELS — Norway is not able to raise its 
production of crude oil any further, according 
to an official from the Petroleum and Energy 
Ministry, Sissel Edvardsen, confirming that 
output was already at a maximum. Mean-
while, US major ExxonMobil said it had be-
gun production from its offshore Ringhorne 
oil platform in the Norwegian sector of the 
North Sea. Output would eventually peak at 
80,000 barrels/day. The platform is operated 
by subsidiary Esso Exploration and Produc-
tion Norway and is part of a $1.1 billion dol-
lar project, which involves drilling up to 24 
wells by 2006. Ringhorne is the fourth Esso-
operated field in the Sleipner/Utsira High 
area of the Norwegian sector of the North 
Sea to begin production. Esso has 25 per cent 
and 26 per cent stakes in the Fram West and 
Grane projects, and a 33 per cent share in the 
Mikkel field, operated by Statoil. 

Algeria to invest $23bn in oil and gas sector over next five years
vention in Paris, he noted that the in-
vestments would boost the country’s hy-
drocarbons export capacities and would 
favour downstream oil activities, includ-
ing petrochemicals.
     The Algerian Press Service (APS) 
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Algiers — The Algerian Energy and 
Mines Minister, Dr Chakib Khelil (pictured
below), has said that investments in his coun-
try’s hydrocarbons sector would amount to 
$23 billion over the next five years.
     Addressing a France-Maghreb con-
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In briefquoted Khelil as saying that the invest-
ment programme would favour partner-
ships and the setting up of joint ventures 
with specialized firms.
     He noted that the country’s new law 
on electricity had enabled the launching 
of large projects, such as the power plants 
at Algiers and Skikda, which would be 
coupled with water desalination units.
     Referring to the country’s econom-
ic performance, the Minister noted that 
Algeria’s macro-economic framework had 
been considerably reinforced since 2001, 
with a notable reduction in inflation, as 
well as an improvement in the external 
reserves position.
     Financial reserves had increased to 
about $22bn, he said, noting that, for 
the first time, they had exceeded the lev-
el of the country’s external debt, which 
stood at $20bn at the end of 2002.
     Algeria’s financial position, added Khe-
lil, would be improved with the doubling 
of the country’s oil exports by 2005, cou-
pled with a 30 per cent increase in gas 
exports by 2010.
     The convention was attended by rep-
resentatives from France and the North 
African countries of Algeria, Libya, Mo-
rocco and Tunisia. Its aim was to give new 
impetus to economic co-operation between 
the two shores of the Mediterranean, and 
to boost bilateral relations.

Iran and Kuwait sign
protocol on export of
Iranian natural gas
Tehran — Iran and Kuwait have signed 
a memorandum of understanding in the 
Iranian capital Tehran covering the export 
of Iranian natural gas to Kuwait.
     The Iranian Minister of Petroleum, 
Bijan Namdar Zangeneh, and the Ku-
waiti Minister of Information and Acting 
Minister of Oil, Sheikh Ahmad Fahad Al-
Ahmad Al-Sabah, inked the protocol.
     Kuwaiti Deputy Prime Minister and 
Minister of Foreign Affairs, Sheikh Sabah 
Al-Ahmad Al-Jaber Al-Sabah, heading a 
high-ranking delegation to Tehran, which 
discussed bilateral ties, as well as regional 
developments.
     Al-Ahmad Al-Sabah described his talks 
with his Iranian counterpart Zangeneh as 

USA to sell offshore oil blocks
NEW YORK — The United States Minerals 
Management Service (MMS) is to conduct 
an offshore oil and gas lease sale in the central 
planning area of the Gulf of Mexico soon. 
Final notice for sale 185 includes a continu-
ation of recent royalty suspension measures 
that are designed to increase domestic natural 
gas and oil production to meet the nation’s 
energy needs. Mississippi Canyon block 474 
is offered for bid in this sale. This block was 
excluded from 2001 and 2002 central Gulf 
of Mexico lease offerings. The block is the 
site of Shell’s planned Nakika project, and is 
offered in this sale with the stipulation that 
all exploration, development, and production 
activities or operations must take place from 
outside the lease block by the use of direc-
tional drilling or other techniques.

Australia needs new energy policy
PERTH — Australia is drifting aimlessly when 
it comes to defining new energy policy pri-
orities, according to the Executive Director 
of the Australian Petroleum Production & 
Exploration Association, Barry Jones. “Our 
policy-makers are not looking forward. They 
are hiding behind the fact that the world cur-
rently does not have an oil supply problem. 
The real fact they should be addressing is that 
Australia is running out of cheaply produced 
oil,” he told an industry conference. Unless 
the government become more serious about 
focusing on future supplies, it would fail to 
ensure reliable and competitively priced fuels 
for the longer term, Jones maintained. There 
was a growing gap emerging in Australia be-
tween demand and domestic production. 
Australia was importing 65 per cent of the 
fuel as a refinery feedstock, while policy-mak-
ers were not tackling the implications that 
would come from such a situation, he said.

OMV buys BP stakes for $400m
VIENNA — Austrian oil and gas group OMV 
has agreed to buy stakes in a German oil re-
finery and central European service stations 
from BP for over $400 million. The move will 
make the company a market leader in Central 
and Eastern Europe. OMV will take over BP’s 
45 per cent stake in the Bayernoil refinery, an 
18 per cent share in the trans-Alpine pipe-
line, and 313 Aral and BP filling stations in 
Germany, Hungary and Slovakia, at a price 
of $408m. The acquisition increases OMV’s 
network to 1,615 stations, or 12 per cent of 
the market in Central and Eastern Europe, 
and is in line with its strategy to double its size 
by 2008. “With this acquisition, we signifi-
cantly strengthen our leadership in the central 
and Eastern European region,” said OMV 
Deputy Chief Executive, Gerhard Roiss.

“positive and marked by a positive spirit 
from the Iranian side.”
     He affirmed the two sides’ keenness 
on promoting co-operation in energy, say-
ing: “The meeting resulted in putting a 
mechanism in place on how to reach a 
final agreement.”
     Regarding the price of Iranian natu-
ral gas expected to be sold to Kuwait, the 
Kuwaiti Minister said: “I believe there is 
no difference in gas market prices. Natu-
ral gas is a new commodity and its price 
has not been settled yet, but we have a 
plan on how to deal with it.”
     For his part, Zangeneh stressed that 
great understanding was reached during 
the meeting. Answering a question regard-
ing the outcome of the final agreement, 
he said: “We must await the experts’ final 
report,” and expressing the hope that the 
project would start in 2005.
     The two sides agreed to hold further dis-
cussions on the topics covered by memoran-
dum of understanding soon in Kuwait.

Advanced technology
boosts Abu Dhabi’s
offshore oil capacity
Abu Dhabi — The introduction of ad-
vanced oil exploration and drilling tech-
nology has boosted Abu Dhabi’s offshore 
hydrocarbons output capability, according 
to the state-owned Abu Dhabi National 
Oil Company (ADNOC).
     Crude oil output from the Emir-
ate’s two giant offshore fields — Za-
kum and Umm Shaif — has reached 
420,000 barrels/day and could climb 
further in multi-billion dollar expansion 
programmes intended to fill any possible 
gap in global crude supplies.
     Zakum alone is currently producing 
220,000 b/d from 321 wells, making it 
one of the largest offshore oil fields in 
the world, said ADNOC in its monthly 
bulletin.
     The field, discovered in 1963 and com-
missioned four years later, has an area of 
around 1,270 sq km, almost double the 
area of Bahrain, and more than a fifth of 
the area of neighbouring Qatar.
     “The field is located 65 km north-
west of Abu Dhabi city and consists of 
five main layers. Production and develop-
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In brief ment first concentrated on the lower lay-
ers, given their massive reserves, but the 
process later covered all parts of the field 
with the introduction of new development 
and drilling technology that allowed fur-
ther output increases,” ADNOC noted.
     Zakum is operated by the Abu Dhabi 
Marine Oil Operations Company (ADMA-
OPCO), which also runs the Umm Shaif 
oil field, situated 150 km north-west of 
Abu Dhabi. With an area of 360 sq km, 
Umm Shaif has 268 producing wells with 
an output of around 200,000 b/d.
     “Umm Shaif began yielding before Za-
kum. Oil was discovered in the field in 
1958 at a depth of 8,755 ft. Production 
has steadily increased over the years due 
to massive exploration and development 
programmes,” ADNOC said.
     “Oil and gas deposits from the field 
are gathered by a giant complex called 
the Umm Shaif Super Complex, which 
was inaugurated in 1976. It has been 
through several stages of development 
and is now a major facility for gas-gath-
ering and processing,” it added.
     The report gave no figures on the 
crude reserves of the two fields, but in-
dustry sources estimated them at several 
billion barrels, which would last for more 
than 50 years at present output rates.
     ADMA-OPCO is the second largest 
oil producer in the United Arab Emir-
ates (UAE) after the Abu Dhabi Com-
pany for Onshore Operations. The two 
companies account for more than 80 per 
cent of Abu Dhabi’s total crude oil pro-
duction of nearly 1.8 million b/d.
     According to the Ministry of Petro-
leum and Mineral Resources, the UAE’s 
cumulative oil output totalled 21.3 billion 
b since production started in 1962. The 
country’s proven crude oil reserves have 
risen over the past decade from around 
35bn b to 98bn b at the end of 2002.

Construction work begins
on new Venezuelan
Orimulsion facility
Caracas — Construction work has start-
ed on a new plant to manufacture Ven-
ezuela’s power plant fuel, Orimulsion, ac-
cording to state oil corporation Petroleos 
de Venezuela (PDVSA).

US GHG emission reductions up
NEW YORK — A total of 228 US companies 
and other bodies have reported to the Energy 
Information Administration that they under-
took 1,705 projects to reduce or sequester 
greenhouse gas (GHG) emissions in 2001. 
Expressed as a percentage of estimated total 
US GHG emissions in the year, reported 
direct emission reductions represented 3.2 
per cent of total US GHG emissions, while 
reported indirect reductions were one per 
cent, unspecified reductions 0.2 per cent, and 
carbon sequestration 0.1 per cent. Direct re-
ductions are emission reductions from sources 
owned or leased by the reporting entity, while 
indirect reductions are emission reductions 
from sources not owned or leased by the 
reporting entity, but that occur as a result of 
the entity’s activities.

UK urged to rethink oil field tax
BRUSSELS — The British government has been 
urged by BG, one of the biggest oil and gas 
exploration groups in the North Sea, not to 
price UK oil fields out of competing with 
low-cost areas through the imposition of a 
planned new tax on oil fields. The company 
warned that the new tax would have a serious 
impact on the company’s future investment 
in the region. BG’s Chief Executive Frank 
Chapman, disclosed that it had asked the gov-
ernment to soften the impact of the new tax. 
“There is no question whatsoever that it will 
have an effect on exploration activity. When 
we come to rank exploration opportunities 
in the UK with those elsewhere in the world, 
the new tax will force the UK further down 
the league table of choice,” he said. Chapman 
added that BG would continue to expand its 
presence in the North Sea. 

Philippines stocks hit all-time high
SINGAPORE — The Philippines has built up 
its oil inventory to an all-time high of 70 
days, according to country’s Energy Secretary, 
Vincent S Perez. Forty-seven days of stocks 
were already in the Philippines, while the rest 
had been purchased and was being shipped, 
Perez told reporters. These included 25 days 
of crude oil supply and 22 days of finished 
product supply. He said agreements for secu-
rity of supply had been reached with Saudi 
Aramco, the National Iranian Oil Company, 
the Indonesian state oil and gas company, Per-
tamina, and private companies in Russia. An 
agreement had also been reached with Brunei 
to procure oil if the inventory fell below 20 
per cent, he said. The agreement comes under 
the Association of South-East Asian Nations 
(ASEAN) petroleum supply security pact that 
the Philippines and other member countries 
of the group operate.

     The firm said that construction of 
the new plant, to be located in Jose, 
Anzoategui State, in eastern Venezuela, 
would cost some $360 million. The facil-
ity would have a production capacity of 
about 125,000 barrels/day, which would 
be exported to China.
     PDVSA noted that the project was be-
ing handled by Orifuels Sinoven, a stra-
tegic association involving Chinese and 
Venezuelan companies that would make 
a total investment of some $450m over 
a period of 30 years.
     It said Orimulsion producing units 
were expected to eventually generate rev-
enues amounting to about $2.2 billion 
during the first 20 years of the accord 
and create about 900 direct jobs during 
the initial construction stage in Jose.
     Orifuels Sinoven would exploit an 
area of about 11 sq km in the Orinoco 
oil belt, where it planned to drill some 
75 wells and produce about 90,000 b/d 
of bitumen that eventually would be con-
verted into Orimulsion, PDVSA said.
     The bitumen would be transported 
from the production site through a 350 
km pipeline to the manufacturing facili-
ties at Jose for processing and conversion 
into Orimulsion, it added.

European oil companies
hold talks regarding
Iranian oil, gas blocks
Brussels — Several European oil com-
panies are currently in talks with Iran 
over eight new offshore oil and gas ex-
ploration blocks that the National Ira-
nian Oil Company (NIOC) has opened 
up for tender.
     The companies are Anglo-Dutch giant 
Royal Dutch/Shell, BP of the UK, Sta-
toil of Norway, Italy’s Edison and Aus-
tria’s OMV, all of which have expressed 
an interest in studying the blocks on of-
fer.
     The Head of NIOC’s Exploration De-
partment, Mahmoud Mohaddes, said that 
interested companies would have a dead-
line for submission of technical and finan-
cial proposals in late May. “We will be 
selling the tender documents at $50,000 
per block,” he said.
     Iranian companies had not shown 
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because of the heavy risk involved and 
they were now seeking foreign partners 
to form consortiums, he said.
     Iran has developed all its oil and gas 
fields since July 1998 through buy-back 
deals, which allow foreign companies to 
skirt a constitutional ban on foreigners 
owning natural resources by allowing the 
investor to recoup costs and make a profit 
through a share of the field’s output.
     In another investment-related devel-
opment, the Iranian Minister of Petrole-
um, Bijan Namdar Zangeneh, said that 
his ministry welcomed ventures with for-
eign concerns for the development of gas 
conversion technology.
     He told an industry conference that 
the ministry was keen on the develop-
ment of gas-to-liquids (GTL) technology, 
given its environmentally-friendly creden-
tials and the variety of by-products.
     Iran, he noted, had been successful 
in its drive to develop GTL technology, 
in co-operation with two foreign firms, 
including Norway’s Statoil.
     He added that Iran had been invest-
ing in the project for oxide coupling of 
methane to afford further petrochemical 
output and slash the costs of ethylene 
production and had undertaken a joint 
venture with the Japanese National Oil 
Company. There were also plans to im-
plement a dimethyl ether project.

Kuwait Petroleum Corp
suffers decline in net
profits for year 2002
Kuwait — The Kuwait Petroleum Cor-
poration (KPC) and its subsidiaries’ con-
solidated net profits for 2002 dropped 
to $1.75 billion, compared with $2.99bn 
in 2001, according to KPC’s annual re-
port.
     Out of last year’s net earnings, a total 
of $891 million was attributed to trade 
and operating profits, compared with 
$1.03bn in 2001, while $667m was in-
vestment income, and $196m came from 
other sources of income.
     The consolidated revenue of KPC for 
the fiscal year ending on March 31, 2002 
reached $24.13bn, out of which $23.25bn 
was from operating activities.

     The reports said that despite the ac-
cident at the Al-Rawdhatain oil field in 
January 2002, KPC was able to maintain 
average production rates of 1.96m b/d of 
oil and 1.08m cubic feet of gas.
     The massive explosion at one of Al-
Rawdhatain’s gathering centres, caused by 
the failure of a major pipeline, killed four 
workers. Crude and gas production in Ku-
wait’s northern oil field was stopped for 
a week following the accident and major 
losses were sustained.
     The report noted that one of the main 
objectives of KPC was to develop oil wells 
and intensify exploration activity to boost 
the state’s reserves and increase produc-
tion capacity. To accomplish these goals, 
the company applied the latest scientific 
technology and techniques, it added.

Qatar and Sasol award
contract for GTL plant
to Technip-Coflexip
New York — Qatar Petroleum (QP) and 
South African petrochemicals group Sasol 
have awarded a $675 million engineering, 
procurement and construction contract to 
Technip-Coflexip for the building of an 
advanced gas-to-liquids (GTL) plant.
     The new facility, named Oryx GTL, 
will be based at Ras Laffan industrial city 
in Qatar, and will yield 34,000 barrels/
day of GTL fuels by late 2005.
     QP and Sasol are sole partners in the 
development of the $900m Oryx GTL 
plant. Sasol’s unique technology, based 
on the slurry phase distillate (SPD) proc-
ess, will be used to convert the natural 
gas into environmentally-friendly fuels.
     Sasol Chief Executive Pieter Cox said: 
“Sasol has amassed vast expertise in de-
veloping competitive proprietary process 
technology and the Sasol SPD process will 
be one of the prime drivers to secure fu-
ture growth for the group. 
     “Oryx GTL spearheads Sasol’s global 
GTL strategy, which is geared towards cre-
ating a substantial business in the next 
decade, along with a number of interna-
tional business partners.
     “The globe has abundant reserves of 
natural gas and the extent of known re-
serves is increasing as exploration ventures 
increase and technology improves. 

Statoil hikes oil, gas production
BRUSSELS — Norwegian oil and gas producer 
Statoil has reported a year-on-year rise of sev-
en per cent for fourth-quarter 2002 oil and 
gas production to 1.17 million barrels/day of 
oil equivalent. Full-year oil and gas output 
also grew by seven per cent to 1.07m boe/d. 
However, Statoil forecast output would dip 
to 1.06m boe/d in 2003, lower than an earlier 
estimate of 1.12m boe/d. Statoil also said that 
it would have six new fields in production by 
late 2003, and it estimated this year’s gas sales 
would ease slightly to 19 billion cubic metres, 
compared with 19.6bn cu m in 2002. Statoil’s 
results followed better-than-forecast earnings 
from smaller Norwegian rival Norsk Hydro, 
which also reflected the buoyant oil market. 
Full-year revenues rose to $34.77bn, up from 
$33bn the previous year. 

API says USA must open more land
NEW YORK — The United States must 
make greater use of its rich reserves of oil 
and natural gas on federal land, if it is to 
enhance the nation’s energy security and keep 
pace with sharply rising demand, according 
to the President of the American Petroleum 
Institute. Red Cavaney cited figures from 
the US Energy Information Administration, 
showing that between 1999 and 2020, annual 
oil consumption in the USA was projected 
to increase by 2.5 billion barrels. Global con-
sumption was expected to rise by 16bn b/year. 
In testimony before the Senate Energy and 
Natural Resources Committee, Cavaney said: 
“Diverse, multiple sources of supply clearly 
enhance our nation’s energy security. At 
home, this means federal land, which Con-
gress had earlier set aside for energy develop-
ment and other important uses.”

Thailand increases product subsidies
BANGKOK — The Thai government has 
doubled petrol and diesel price subsidies to 
1.0 billion baht (just under $23 million) a 
week, and committed up to 8.0bn baht in 
a programme aimed at cushioning the ef-
fect of oil price volatility. The government 
was concerned that allowing petrol and 
diesel prices to rise in line with the market 
volatility would hurt the country’s economic 
growth, according to a report in the Bangkok 
Post. The Energy Policy and Planning Office 
Director, Metta Banturngsuk, met with oil 
traders and refineries and doubled the subsidy 
to two baht a litre. The subsidy would focus 
on ex-refinery prices, to be capped at prices 
below those in Singapore, the main Asian 
refining hub and regional product price set-
ting centre. The Thai government had earlier 
suggested subsidies would be paid directly to 
oil traders.
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BP buys 50 per cent of Tyumen
BRUSSELS — BP has agreed to pay $6.75 
billion for a 50 per cent stake in Russia’s 
third-largest oil company, Tyumen Oil. The 
purchase will be the biggest foreign equity 
investment in Russia. European oil industry 
analysts commented that as tension has risen 
in the Middle East, Russia’s investment appeal 
has markedly improved. One analyst said that 
the BP move has “validated investing in Rus-
sian oil companies.” Now that BP had blazed 
the trail, it should be much easier for others 
to follow, he added. BP Chief Executive Lord 
Browne agreed to pay $3bn in cash and three 
subsequent annual payments of $1.25bn in 
shares valued at market prices. Its Russian 
partners in the venture, Alfa Group and Ac-
cess Industries-Renova, will hold the remain-
ing 50 per cent stake and share control of 
the new company. BP’s stake of the venture 
will equal 500,000 barrels/day of oil, equal 
to about 15 per cent of its current oil and 
gas output.

Japan imports less Middle East oil
TOKYO — Japan’s crude oil imports from 
the Middle East dropped to 86 per cent of 
its total supplies last year, compared with a 
record 88.4 per cent in 2001, according to 
data from the Ministry of Economy, Trade 
and Industry. The country’s crude oil imports 
last year dropped by 4.6 per cent to 1.48 bil-
lion barrels. The United Arab Emirates was 
the largest oil supplier to Japan in 2002, but 
imports from the OPEC Member Country 
declined by 5.7 per cent to 352.80 million b. 
Japan’s oil imports from Saudi Arabia fell by 
3.4 per cent to 334.29m b. Japan’s energy de-
mand is projected to increase to 376m tonnes 
of oil equivalent in 2010 and to 409m toe in 
2020, from 294m toe in 1999, according to 
the Asia Pacific Energy Research Centre.

US increases Energy Department budget
NEW YORK — The United States Secretary 
of Energy, Spencer Abraham, has released 
the Department of Energy’s fiscal year 
2004 budget request to Congress, calling it 
a “good reflection on the Department, its pro-
grammes and its people.” He said the $23.4 
billion budget request demonstrated that the 
Administration and Congress recognized the 
critical contribution the Department made to 
a peaceful and prosperous future by helping 
to secure national security, energy security, 
and the country’s position as a world leader 
in science and technology. The Department’s 
budget had increased by nearly 25 per cent 
when compared to the last budget presented 
by the previous Administration in fiscal 2001. 
“The President demands results and we have 
delivered,” Abraham said.

     “The world needs viable new tech-
nology to monetize natural gas and we 
believe that our SPD process technology 
rates as the most attractive solution for 
converting natural gas into high-quality 
liquid fuels, and most notably, superior 
quality diesel.”
     Oryx GTL will use some 330m cu-
bic ft/d of lean natural gas from Qatar’s 
North field, which holds an estimated 
900 trillion cu ft of proven reserves.
     Sasol’s SPD process will convert the nat-
ural gas to synthesis gas, which in turn will 
be converted into waxy synthetic crude 
before being upgraded to premium fuels 
and products through hydro-processing 
technology.
     The contract with Technip-Coflexip 
also includes responsibility for the start-
up and initial operation of the plant, up 
to the performance test phase. The con-
struction phase is expected to be com-
pleted within three years.
     The facility will produce 24,000 b/d 
of GTL diesel, 9,000 b/d of naphtha, and 
1,000 b/d of liquefied petroleum gas. The 
markets that offer the most potential for 
these products are Singapore, Japan and 
Europe.

UAE to invest $26m
in gasoline blending
facility in Dubai
Dubai — The United Arab Emirates plans 
to set up a $26 million unleaded gasoline 
blending, storage and distribution facility 
in Dubai’s Jebel Ali Free Zone, the local 
Gulf News newspaper has reported.
     The project is a joint venture with two 
major industry players, BP and Trafigu-
ra. A senior official at Trafigura, Graham 
Sharp, commented: “Europe is static. Mar-
kets in the Middle East are growing faster 
in size.”
     A name for the new three-way joint 
venture has not been chosen, but the fa-
cility is 60 per cent owned by Emarat 
Airlines and 20 per cent each by BP and 
Trafigura, said 
     The project will extend over 70,000 sq 
m with another 30,000 sq m earmarked 
for future expansion. While conceptual 
design has been completed, engineering 
work is still in progress.

     According to the General Manager of 
Emarat, Rashid Al Shamsi, construction 
will start in July and commissioning will 
take place next year, reported the paper.
     “Trafigura and BP will use the storage 
tanks for storage and blending. This will 
provide us with the platform from which 
we will be able to supply the majority of 
Emirate’s motor gasoline needs over the 
coming years, “said BP’s Manager for the 
Middle East and India, Tony Harpur.
     “This project will also compliment our 
involvement in the Sohar refinery project 
in Oman. We will be the off-taker of all 
export products from the new Sohar refin-
ery, which is expected to come on stream 
in 2006,” he explained.

ExxonMobil subsidiary
starts production from
Nigeria’s Yoho field
New York — ExxonMobil subsidiary 
Mobil Producing Nigeria (MPN) has 
started production from the offshore Yoho 
development, the firm has announced.
     The $1.2 billion project, with esti-
mated recoverable resources of 400 mil-
lion barrels of oil, will develop discover-
ies in the Yoho and Awawa reservoirs in 
shallow water depths of 200-300 feet.
     By utilizing a temporary floating, pro-
duction, storage and offloading (FPSO) 
vessel as an early production system (EPS), 
first oil from Yoho came on stream almost 
two years ahead of full-field start-up. Pro-
duction through the FPSO is expected to 
add over 90,000 barrels/day.
     “This first deployment of an EPS in 
West Africa, designed to advance pro-
duction at Yoho, is another example of 
our leadership position in project man-
agement and execution capability,” said 
Senior Vice-President of ExxonMobil, Rex 
Tillerson.
     “Yoho is the first of several significant, 
new development projects, operated by 
ExxonMobil, to come on stream offshore 
West Africa. The start-up of this facility 
demonstrates our continued commitment 
to meet the world’s growing energy needs 
and the Nigerian government’s objective 
of increasing production capacity,” he 
noted.
     The full-field development will involve 
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Russian oil output above 8.0m b/d
BRUSSELS — For the first time in 12 years, 
Russian oil production rose above 8.0 million 
b/d for January, according to figures released 
by the Russian Fuel and Energy Ministry. The 
level represents an increase of around 14,000 
b/d from December 2002. The biggest Rus-
sian producer in January was Yukos, with 6.65 
million tonnes. Next was Lukoil (6.56m t), 
Surgutneftegaz (4.42m t), Tyumen Oil 
(3.37m t), Sibneft (2.51m t), Tatneft (2.09m 
t), foreign oil companies (2.31m t), Gazprom 
(0.97m t), and others (0.04m t). Crude oil 
exports outside the Commonwealth of In-
dependent States (CIS) in January totalled 
11.63m t, roughly equivalent to 2.73m b/d. 
This was a four per cent increase on the year 
from 11.19m t, or 2.63m b/d.

Senator calls for fuel cell development
NEW YORK — United States Senator, Byron 
Dorgan, has called for a major national ef-
fort to develop hydrogen fuel cell energy 
technologies that would allow the nation’s 
transportation sector to move beyond its 
reliance on foreign sources of oil. He noted 
that the method of powering automobiles 
had not changed since the Model T Ford 
motor car was introduced. “We are increas-
ingly dependent on Middle East oil,” Dorgan 
pointed out. “Fossil fuels will always be an 
important part of our energy picture, but we 
need to develop alternatives that don’t leave 
us so reliant on other countries,” he added. 
Dorgan called for an ambitious 10-year, 
public-private initiative to develop vehicles 
powered by hydrogen fuel cells. “We need a 
new, bold initiative in the spirit of the Apollo 
moon-landing project, this time focused on 
breaking our country’s dependence on Mid-
dle East oil,” he maintained.

EU mulls energy tax rules
BRUSSELS — The move towards a common 
European energy tax has taken a step forward 
with the announcement from the European 
Commission that European Union (EU) 
finance ministers aim to reach a deal in 
February on planned common rules for the 
taxation of energy products. Germany last 
year blocked the planned EU bill, as it was op-
posed to granting France and Italy an exten-
sion of tax breaks for road hauliers. However, 
differences began to be bridged in December 
last year and the topic will now be discussed 
at the next finance ministers’ meeting. The 
EU Internal Markets Commissioner, Frits 
Bolkestein, said that there were signs of an 
understanding between Germany and France. 
Germany was optimistic about the chance 
of a deal at the next EU finance ministers’ 
meeting in February, he added.

additional wellhead platforms, a central 
production platform, living quarters, and 
a floating, storage and offloading vessel, 
which will replace the EPS. Full-field 
start-up is scheduled for late 2004.
     The Yoho field is located in the acre-
age of oil mining lease 104, which is a 
joint venture between the Nigerian Na-
tional Petroleum Corporation and MPN. 
Yoho will serve as a hub for future de-
velopment of petroleum resources in the 
area.
     MPN holds a 40 per cent interest in 
the joint venture, which has a current 
production capacity of around 650,000 
b/d of petroleum liquids. The Nigerian 
government holds the remaining 60 per 
cent interest through the NNPC.
     In Nigeria, ExxonMobil subsidiaries 
hold interests in six deep-water blocks 
covering a total of 3.2 million acres.

Khelil and de Palacio
discuss financing of
Algerian gas pipelines
Algiers — The Algerian Energy and 
Mines Minister, Dr Chakib Khelil, has 
held talks in Algiers with the European 
Energy Commissioner, Loyola de Palacio, 
on the financing of new pipeline projects 
to supply Europe with Algerian gas.
     According to a Ministry statement, the 
talks centred on European Union (EU) 
financing of the new gas pipelines to link 
Algeria to Spain, and to Italy, as well as 
an underwater line to supply Italy with 
Algerian electricity.
     The two sides also examined other is-
sues related to Algeria’s gas exports to Eu-
rope, including long-term contracts and 
the destination clause, it noted. Algeria 
is already linked to Europe by gas pipe-
lines which have been operational since 
the 1980s.
     The Maghreb–Europe gas pipeline 
supplies Spain and Portugal with about 
10 billion cubic metres/year of gas, while 
the Enrico Mattei pipeline provides Italy 
with about 24bn cu m/y.
     Another scheme discussed by the two 
sides was the projected trans-Saharan gas 
pipeline, which run from Nigeria to the 
Algerian coast, enabling Nigerian gas to 
be piped to the European market.

Indonesia to make new
oil, gas contracts more
attractive for investors

Jakarta — Indonesia is to take measures 
to make the production-sharing contracts 
to be offered later this year more attrac-
tive to investors, according to a report in 
the local Jakarta Post newspaper.
     The production split would be in-
creased to 25 per cent for oil and 40 per 
cent for gas for the 11 contracts on offer, 
the newspaper reported.
     “The offer is being made to attract 
new investment to the oil and gas sec-
tors,” said the Director General for Oil 
and Gas at the Ministry of Energy and 
Mineral Resources, Iin Arifin Takhyan.
     The ministry had previously raised the 
production split from 15 per cent for oil 
and 30 per cent for gas, citing stiff com-
petition.
     Iin conceded that the output portions 
the government was offering were not as 
large as in other countries like Vietnam, 
but Indonesia would remain attractive 
because of the high rate of exploration 
success for oil and gas.
     “This is a precedent. In the past years, 
the more attractive concessions used to be 
applied only for oil and gas blocks which 
were hard to locate and explore, such as 
in the deep sea,” the report quoted Iin 
as saying.
     The ministry is offering two blocks 
in Jambi and South Sumatra, one off the 
coast of Rembang in Central Java, five off 
the coast of East Java, two off the coast 
of Bali, and one off the coast of Tarakan 
Island, in East Kalimantan. 
     Oil and gas companies signing the 11 
blocks are expected to spend $160 million 
on exploration activities in the first three 
years, which will have a multiplier effect 
on the national and regional economies. 
Bids for the blocks will be accepted by 
July and contracts signed by August.
     2002 was a disappointing year for the 
upstream sector in Indonesia, with only 
one out of the 14 production-sharing con-
tracts on offer — for the Muara Bakau 
block in the Makassar Strait — actually 
being signed. 
     The sector generated 29 per cent of 
total state revenue last year with oil and 
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$6 billion, or 40 per cent of the total in-
vestment in the country.
     Industry observers pointed out that 
security problems in the country, unclear 
regional autonomy ruling on foreign in-
vestments, and additional levies imposed 
by provinces seeking their rights to royal-
ties had put investors off.

Abu Dhabi conference
calls for restructuring
of energy taxation
Abu Dhabi — Arab ministers of environ-
ment and energy, meeting in Abu Dhabi, 
have reiterated the right of Arab countries 
to sustainably develop and judiciously ex-
ploit their natural resources.
     At the end of their gathering, they 
called for the need for an uninterrupted 
supply of oil and gas to the international 
market to ensure sustainable development, 
which energy represented one of its basic 
factors.
     In a joint statement, known as the Abu 
Dhabi Declaration on Environment and 
Energy, the ministers called on industrial-
ized countries to adopt policies that would 
remove inequities in the energy market 
by eliminating discriminatory measures 
against oil, gas and products.
     It urged the industrialized countries 
to restructure the oil tax system and to 
eliminate all forms of support given to 
coal and nuclear energy. 
     The ministers also called on Arab 
countries to mobilise sufficient resources 
to meet the challenges posed by increased 
environmental awareness and the possible  
negative effects of climate change. 
     This was to be done by helping to put 
in place national strategies to tackle those 
effects, providing the necessary support to 
help those countries change their energy 
production and consumption habits, ac-
tivating the efforts of scientific research 
institutions at Arab and international lev-
els, encouraging initiatives on clean en-
ergy, and producing and encouraging the 
use of unleaded petrol.
     The declaration also called for co-or-
dination with other developing countries 
to reject the imposition of commitment 
on them to reduce their greenhouse gas 

emissions. It also reaffirmed the rights of 
those countries to put in place strategies 
to protect their natural resources and to 
tap them sustainably.
     In addition, the declaration urged in-
dustrialized countries to live up to their 
commitments, which they signed in the 
various environmental agreements and 
treaties and to compensate Arab coun-
tries, whose economies were mainly based 
on the production and sale of oil and gas, 
for all the economic and social damages 
those countries may suffer.
     The declaration, which reiterated that 
the energy sector was facing real challeng-
es in achieving sustainable development 
at an Arab level, urged the integration of 
Arab energy markets and for intensified 
investment in this area.
     It reaffirmed the importance of using 
renewable energy resources and adopting 
environmentally sound technologies.

Pertamina sees greater
prospects for LNG sales
to Japanese utilities
Jakarta — The Indonesian state oil and 
gas company, Pertamina, will adopt a more 
aggressive marketing strategy to bid for 
liquefied natural gas exporting contracts 
in Japan, the firm’s President Director, 
Baihaki Hakim, has said.
     Japan would be importing between 
two and five million tonnes of LNG from 
2007 through to 2010 when its electricity 
generators will stop using nuclear power, 
and Pertamina could win some of the new 
contracts as it has been a traditional sup-
plier of LNG to Japan, he noted.
     The Indonesian government was also 
backing Pertamina in securing more con-
tracts, said Baihaki, who was planning a 
visit to Japan to discuss the potential for 
LNG export.
     He said that the gas would come from 
Indonesian fields around the Badak LNG 
plant at Bontang in East Kalimantan and 
the Tangguh LNG plant, which was already 
under construction.
     In recent years, some major Japanese 
utilities have been embroiled in scandals 
relating to the cover up of troubled and 
faulty nuclear units in their electricity 
generating complexes.

Oman to build third LNG train
MUSCAT — Oman has signed an agreement 
with Japan’s Chiyoda and US firm Foster 
Wheeler to establish a third production train 
for the Oman LNG Company, to be located 
at Qalhat. The Omani Oil and Gas Minister, 
Mohammed bin Hamad Al-Ramahi, signed 
the agreement with the two companies’ gen-
eral managers. In a statement to the Omani 
News Agency, the Minister said the work on 
the project would commence in March this 
year and finish at the end of October 2005. 
The third train would have a capacity of 3.8 
million tonnes/year of LNG. The first cargo to 
be produced by the train would be exported 
to Spain in January 2006. Al-Ramahi said the 
Sultanate owned 52 per cent of the new train, 
along with Oman LNG (40 per cent), and a 
Spanish company (eight per cent). 

FSU oil product exports down
BRUSSELS — There was a substantial drop in 
the export of oil products from the former 
Soviet Union (FSU) in December last year, 
according to Geneva-based consultancy, 
Petrologistics. The firm recorded a 21 per 
cent fall in the export level to 1.33 million 
barrels/day, compared with 1.69m b/d in No-
vember 2002. However, the overall export of 
oil products from Baltic, Black Sea and East 
Asian ports in the FSU rose, compared with 
previous-year levels. In December 2001, total 
exports stood at 1.19m b/d. Gasoil exports 
rose to 580,000 b/d in December from 
725,000 b/d in November, although the latest 
level was up from the 560,000 b/d recorded 
in December 2001. Petrologistics Oil Analyst,
Conrad Gerber, said the sharp fall in export 
levels was mainly linked to adverse weather 
conditions in the Baltic and Black Sea, 
although seasonal factors also played a part. 

PetroChina performed better in 2002
HONG KONG — PetroChina’s oil and gas 
output totalled 872.4 million barrels of oil 
equivalent, an increase of 1.7 percent over 
2001, the firm said in a statement. Announc-
ing its 2002 production and operational 
results, PetroChina noted that crude oil pro-
duction rose by a nominal one percent to 
771.4m b, including 5.75m b from overseas 
equity, and gas production rose by 7.5 per 
cent to 606 billion cubic feet. “The natural 
gas business is developing rapidly and is 
becoming an important revenue contributor 
to the company,” the statement added. The 
company, which reported a 2.7 percent drop 
in Daqing oil field production, which totalled 
370.4m b, said that production from the Xin-
jiang, Changqing, Tarim and Jilin fields was 
steady, but did not make up for the drop in 
Daqing output.
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New Zealand became the 101st par-
ty to ratify the Kyoto Protocol 
on December 19 last year. Two 

other countries, Poland and Canada, also 
ratified in December. The countries which 
have ratified now account for just over 44 
per cent of total greenhouse gas (GHG) 
emissions from Annex 1 countries.
     In Russia, the Kyoto ratification proc-
ess is still moving slowly. The country’s 
Deputy Minister of Natural Resources, 
Maxim Yakovenko, was quoted by Reuters 
as saying that “the political question has 
been solved but we have not yet solved 
the economic question.” This issue is also 
examined in a paper by Anna Korppoo 
of Imperial College, London, UK, pub-
lished in Climate Policy.
     Debate continues to rage in Canada 
even after the country’s Kyoto ratification 
in December. The automobile industry 

has been exempted from having to make 
mandatory cuts in GHG emissions, while 
the oil-rich province of Alberta is threat-
ening to sue the federal government for 
overstepping its authority in regulating 
emissions in the oil sector.
     The Swedish Environment Protection 
Agency has published a report on policies 
that must be in place in order to provide 
a viable framework for dealing with cli-
mate change. The report looks at a wide 
range of options for the equitable shar-
ing of responsibility in global efforts to 
reduce GHG emissions.
     A new paper by Michael Lisowsky 
of Wolfson College, University of Cam-
bridge, UK, concludes that it is appar-
ent that neither the USA nor develop-
ing countries are willing to accept GHG 
emission reduction targets that threaten 
to harm their economic growth. The au-

thor notes there is a “vicious circle” where 
US participation depends on developing 
country participation, but the latter in 
turn depends on industrialised nations, 
including the USA, taking a leading role 
in reducing emissions.
     An editorial in Climate Policy has cast 
doubt on the ability of the European Un-
ion to act as a proactive force in climate 
policy beyond the first commitment peri-
od of the Kyoto Protocol. Success is like-
ly only if “co-ordinated programmes like 
the ones in the UK gain much ground,” 
it notes.
     A new paper by three researchers from 
the University of Cape Town, South Af-
rica, examines the question of what kind 
of future GHG emission reduction tar-
gets might eventually be set for devel-
oping nations, and how these would be 
decided.

Kyoto ratifications account for just 
over 44 per cent of Annex I emissions

E N V I R O N M E N T  N O T E B O O K

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 prin-

cipal objective is to keep OPEC’s Ministers continuously 

informed about the status of the energy/environmental 

debate, as it affects the Organization and its Member 

Countries. The ETF’s work is also seen as adding im-

petus 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 first quarter of 2003. It features the 

highlights of the issue, including the status of the Kyoto 

Protocol ratification process.

Issue highlights
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Crude oil price movements
 January

The OPEC Reference Basket’s1 average price 
continued to rise in January, gaining almost 
seven per cent or $1.95/b, to $30.34/b, its 
highest January average since 1983. On a 
year-on-year (y-o-y) basis, the Basket was 
two-thirds higher when compared with 
$18.33/b in January 2002 (see Table A).
      As of the end of January, the Basket 
had been above the $28/b upper limit of 
the price band mechanism for more than 
33 consecutive days. On the weekly count, 
the Basket started the month on an off-note, 
losing 13¢/b to average $30.39/b. This was 
followed by a decline of 43¢/b in the second 
week. A turnaround came in the third week, 
with a 35¢/b gain to close at $30.31/b, which 
continued in the fourth week with a 50¢/b 
gain to average $30.81/b. In the final week of 
the month, the Basket underwent a correction 
of 52¢/b, or 1.7 per cent, to close at $30.29/b. 
All the Basket components improved over 
the month, with the exception of Indonesia’s 
Minas, which slipped by almost half-a-dollar 
per barrel. Venezuelan light-sour Tia Juana 
Light led the gains, rising by $3.05/b, fol-
lowed closely by Arabian Light.
     Crude oil markets were shaped both by 
developments in the political arena as well 
as market fundamentals during the month 
of January. Oil markets were stretched by 
a combination of the situation in the Mid-

dle East, the eight-week oil workers’ strike 
in Venezuela, the dramatic decline in US 
crude oil stocks, and cold temperatures 
in the northern hemisphere. These were 
enough to outweigh OPEC’s attempts to 
calm crude prices by raising production. In 
particular, the potential for conflict in the 
Middle East — intensified by a formidable 
military build-up in the region — and the 
oil workers’ strike in Venezuela kept oil 
markets on edge. These two events were 
seen to be the cause behind the approxi-
mately $7/b spread between the NYMEX 
WTI front-month contract and the 12th 
forward month, which is commonly referred 
to as the ‘war premium’. The effect of the 
oil workers’ strike in Venezuela, a country 
that normally supplies one sixth of US crude 
imports, began to show in US crude oil 
inventories in late December 2002 and early 
January 2003. According to the American 
Petroleum Institute (API), crude oil stocks 
fell more than nine million barrels in the 
last week of December to close at 277m b. 
Continued drainage of crude oil stocks in 
January brought inventories to 272m b, pre-
cariously above the minimum operational 
level. Extremely low temperatures in the 
eastern US region, especially in the second 
half of the month, prompted a considerable 
rise in product demand, mainly distillates, 
forcing refiners to increase runs to satisfy 
peak consumption. Meanwhile, high gas 
prices encouraged utilities to switch to dis-
tillates, such as heating oil and kerosene, 
to cope with the rampant demand. These 
factors resulted in a continued draw on 

distillate stocks, leaving them, according 
to the API data, at 123.1m b in the week 
ending January 24, 13 per cent below the 
same week last year.
     In an attempt to maintain oil price and 
market stability, OPEC decided at its 123rd 
(Extraordinary) Meeting of the Conference 
on January 12 to raise the OPEC-10 ceiling 
from 23m b/d to 24.5m b/d, with effect from 
February 1, 2003. Although initial market 
reaction was positive, the timing of the in-
crease, as well as Venezuela’s allocation of 
2.82m b/d of the output level, raised market 
suspicion as to whether the Organization 
would fully deliver the promised increase.

US and European markets
     As the month progressed, benchmark 
crudes on both sides of the Atlantic surged 
in reaction to political factors, such as threat 
of war and the disruption of Venezuelan 
exports, as well as fundamental factors, 
including colder weather and declining oil 
and product stocks. NYMEX WTI crude 
surged in January, reaching $34.61/b at clos-
ing on the 21st of the month, after having 
sky-rocketed to $35.20/b on intra-day trad-
ing on the same day. At mid-month, Brent 
came close to hitting the $32/b mark on the 
London International Petroleum Exchange. 
The lack of Venezuelan exports to the USA 
was probably the highlight of the January 
market, as Venezuelan exports of crudes and 
products constitute around 16 per cent of 
total US imports. The US Gulf was turned 
into a seller’s market, as buyers were forced 
to compensate for a lack of traditional Ven-

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

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

January/
February

Table A: Monthly average spot quotations for OPEC’s Reference Basket
and selected crudes including differentials $/b

Year-to-date average
Jan 03 Feb 03 2002 2003

Reference Basket 30.34 31.54 18.58 30.94
Arabian Light 29.10 31.11 19.11 30.10
Dubai 28.02 29.94 18.75 28.98
Bonny Light 30.78 32.33 19.94 31.55
Saharan Blend 31.29 32.43 19.68 31.86
Minas 32.32 31.89 18.89 32.10
Tia Juana Light 30.14 31.21 15.67 30.68
Isthmus 30.74 31.90 18.00 31.32
Other crudes
Brent 31.31 32.54 19.81 31.93
WTI 33.08 35.63 20.13 34.36
Differentials
WTI/Brent 1.77 3.09 0.32 2.43
Brent/Dubai 3.29 2.60 1.06 2.95
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ezuelan supplies. Despite the high freight 
rates, West African grades benefited most 
from the severe curtailment of Venezuelan 
exports. Brent-related crudes were moved to 
the US East Coast market from the North 
Sea, the Mediterranean and especially West 
Africa. In the first half of the month, the 
USA took considerable volumes of West 
African grades, as well as substantial quanti-
ties of Russian Urals. Ecuador’s heavy-sour 
Oriente crude, the short-haul substitute for 
Venezuelan grades, saw dramatic gains on 
strong buying interest from the US West 
Coast market and on the potential for 
volumes to be moved through the Panama 
Canal to the US Gulf Coast. North Sea 
grades receded from their high levels by the 
middle of the month as buyers failed to 
materialize for January left-over volumes. 
Although winter weather at the Russian port 
of Novorossiysk severely restricted Urals sup-
plies to the Mediterranean market, a price 
surge was partially offset by the availability 
of alternative Iraqi and Iranian supplies.

Far East market
     Crude oil markets began the month on 
a weak note as prices were depressed on the 
expectation that OPEC would raise pro-
duction at its mid-month meeting and the 
fall in demand with the approaching Asian 
winter. Light-sweet grades were especially 
under pressure as potential buyers remained 
on the sidelines, while competing West Af-
rican crudes continued flowing in, despite 
the poor economic feasibility of such move-
ments. Early in the month, South Korea, 
China and Taiwan astonished the market 
by taking close to 9m b of distillate-rich 
West African crude. The end-of-the-month 
strength of Atlantic Basin crudes shut down 
the arbitrage window for West African 
and North Sea crudes to the region, while 
Japanese demand dwindled by the end of 
January, increasingly distressing February 
deliveries of heavy-sweet Asian grades.

 February

The OPEC Reference Basket’s average 
monthly price continued its rise for the 
third consecutive month, gaining $1.20/b, 
or 3.93 per cent, to average $31.45/b. 
In comparative terms, this is the highest 
February average since 1982 when OPEC 
started to keep records of the Basket price. 
On a y-o-y basis, the Basket surged by 

the astonishing figure of $12.65/b which 
represents a gain of 67 per cent from the 
depressed $18.89/b seen in February 2002 
(see Table A).
     Furthermore, when we compare the Bas-
ket with February 1999, when its average 
reached the single digit figure of $9.99/b, 
we can begin to form an idea about the 
magnitude of the February price level. To 
reach such a high level, the Basket had to 
undergo continuous rises, and this is exactly 
what happened in February. The Basket’s 
weekly average price rose by 12¢/b during 
the first week to average $30.41/b, then it 
jumped by another $1.05/b in the second 
week and stood at $31.46/b. The rising trend 
extended to the third week, even though the 
pace slowed, and the rise was only 43¢/b, to 
average $31.89/b. As if there was no other 
way but up, the Basket broke through the 
$32/b mark during the last week of the 
month, adding another 53¢/b to close at 
$32.41/b. Of the seven crudes that make 
up the Basket, Arabian Light and Dubai led 
the gains, rising by $2.01/b and $1.92/b, 
respectively. On the other hand, light sweet 
Indonesian Minas posted a fall of 43¢/b to 
average $31.89/b for the month.
     Crude oil prices remained stubbornly 
high, underpinned by the precariously low 
crude and product stocks in the USA, per-
sistently cold weather, combined with the 
ever-present yet familiar impending threat of 
a conflict in the Middle East. NYMEX WTI 
came just 1¢/b short of the $40/b mark in 
intraday trading on February 27, as the sup-
ply chain became increasingly strained by the 
dangerously low stock levels. US inventories 
shrank to alarming levels during February, 
falling below what is considered the mini-
mum operational industry level. According 
to the API’s weekly report, crude oil stocks 
dropped to 268.3m b in the second week of 
February. Shortages were more acute in the 
mid-continent, the delivery point for WTI, 
where stocks fell to record lows of just over 
50m b. On the product side, gasoline stocks 
remained at the lower end of the five-year 
average, while distillate inventories dropped 
below the 100m b level according to US 
Energy Information Administration (EIA) 
figures. As apparent demand for distillate 
fuel soared as high as 4.5m b/d during Feb-
ruary, refiners moved forward to intensify 
their maintenance plans for February and 
March, resulting in a dramatic fall in stock 
levels. Forward consumption fell to around 

22 days, while there was a more dramatic 
drop in high-sulphur distillate stocks in 
the sensitive US north-east, where the 
tight stock situation was aggravated by the 
continuing cold weather boosting already 
strong consumption. Another chapter in 
the several-month-old UN-Iraq crisis took 
place at the beginning of February, bring-
ing additional uncertainty and thus more 
volatility to an already disturbed market. 
Diplomatic maneuvering in the UN, in-
volving the USA and the UK on one hand, 
and the other permanent members of the 
Security Council with veto power — China, 
France and Russia — on the other, was at 
its peak in February, affecting the oil market 
accordingly.

US and European markets
     A supply crunch in the USA, due to 
the disruption in Venezuelan exports, which 
were affected by the aftermath of the two-
month-old oil workers’ strike and mounting 
war fears, drove benchmark WTI prompt 
prices to post-1990 highs. Tight supplies 
kept prompt prices well above futures prices, 
reflecting low inventory levels. The front-
month spread to the 12th forward month, 
which had stood at around $6.5/b at the 
beginning of the month, widened consider-
ably by the end of February to reach almost 
$10/b, evidencing the precarious situation 
in stocks as well as the uncertainty over the 
security of supply in the event of hostilities 
starting. US refiners were reluctant to acquire 
crude at or near market highs while worrying 
about falling margins. High prompt prices 
and the steep backwardation prevented re-
finers from replenishing inventories, causing 
stocks to sink below minimum operational 
levels. The high prompt prices and the steep 
backwardation are working as a kind of dam 
that prevents crude volumes from showing in 
the stock levels, thereby giving a misleading 
picture of low availability which, in turn, is 
the cause of the fall in crude oil inventories. 
The hefty WTI/Brent differential in the first 
half of the month, which stood at around 
$3/b, encouraged the westbound shipping 
of Brent-related West African crudes. Ap-
proximately 7m b of gasoline-rich grades 
such as Bonny Light and Qua Iboe were 
loaded in the second week of the month. 
However, this situation changed towards the 
third week, as strong freight rates and steep 
forward discounts shut the arbitrage window, 
despite the $4/b WTI premium to Brent.
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Table B: Selected refined product prices                                                      $/b

                                                                                                              Change
                                                      Dec 02       Jan 03        Feb 03      Feb/Jan

US Gulf
Regular gasoline     (unleaded)      33.00        37.08          42.61          +5.53
Gasoil                      (0.2% S)         33.53        36.97          44.38          +7.41
Fuel oil                     (3.0% S)         22.41        29.73          27.76          –1.97

Rotterdam                                                                                                 
Premium gasoline   (unleaded)      31.34        35.31          39.15          +3.84
Gasoil                      (0.2% S)         32.63        35.22          41.16          +5.94
Fuel oil                     (3.5% S)         19.99        25.97          25.93          –0.04

Singapore                                                                                                  
Premium gasoline   (unleaded)      30.25        34.34          40.14          +5.79
Gasoil                      (0.5% S)         31.88        34.23          39.35          +5.12
Fuel oil                     (380 cst)         24.24        26.97          29.33          +2.36

Far East market
     Increased volumes from some regional 
OPEC producers kept refiners out of the 
spot market for most of the month. Trad-
ing was slow to pick up as buyers had been 
notified by OPEC producers of full term 
contractual volumes. Oman benefited from 
the fact that it was considered a safe haven 
since it loads outside the perceived crisis 
region. Towards the end of the month, a 
few cargoes were moved to the area, despite 
the high Brent premium over the regional 
benchmark Dubai which was under pressure 
from hefty supplies coming from the Middle 
East. At least 4.5m b of West African crudes 
were sold during the last week of February 
as buyers were encouraged by low shipping 
rates. Heavy sweet crude prices fell sharply 
at the beginning of the month as utility 
demand in Japan subsided; nevertheless, the 
situation reversed later on as renewed buying 
interest (particularly from Japan) and steady 
refining margins underpinned prices.

Product markets and 
refinery operations
 January

Product price rises generally followed the 
rally in crude oil markets in January, al-
though regional fundamentals also helped 
shape product values. A continuing drop in 
US refinery throughput largely hampered 
the yield of its main product, gasoline. This, 
combined with market concern about ad-
equate product supply in the forthcoming 
driving season and naphtha prices soaring 
on a global basis, caused gasoline prices to 
surge, both domestically and in the rest of 
the world. Healthy demand for heating oil 
in the northern hemisphere supported gasoil 
prices, while fuel oil was in tight supply on 
strong demand in all three markets. Taken 
together, these trends resulted in a bullish 
crack spread (see Table B).

US Gulf market
     Average January prices for the opposite 
ends of the barrel enjoyed considerable gains 
over the preceding month, as gasoline in-
creased 12 per cent and high sulphur fuel 
oil (HSFO) jumped 33 per cent in the US 
Gulf market. However, the average gasoil 
price increase was limited to 10 per cent, 
which was still one percentage point lower 

than the average rise in the value of its 
underlying marker crude, WTI, for the 
same period. Nonetheless, an analysis of 
the major fundamentals shaping the US 
product market shows two main factors 
causing the heavy reduction of gasoline 
and distillate supply. First, the continu-
ous fall in US refinery crude throughput 
for the second consecutive month, which 
extended in January to secondary upgrading 
units. Persistently higher feedstock prices 
during most of the month for naphtha and 
vacuum gasoil, relative to finished gasoline 
and distillate values, together with the start 
of maintenance programmes, forced refin-
ers to curtail runs. Secondly, lower import 
flows, caused by lack of gasoline exports 
from Venezuela — which, in fact, had 
turned into a gasoline importer — and 
icy conditions in Russia’s Baltic Sea ports 
stifled distillate cargo flows to the US East 
Coast. Meanwhile, both products showed 
mixed demand, with gasoline at two per 
cent below the previous month but five 
per cent above the corresponding month 
last year. Distillate demand was very strong 
on the prevailing colder weather in the US 
central and north-east regions throughout 
the month, at almost 4.30m b/d, which 
was eight per cent and 12 per cent higher 
than last month and previous year’s levels, 
respectively. This roughly approached the 
January 2001 level, when a combination of 
spiking natural gas prices and cold weather 
prompted a switch to fuel oil in electrical 
utilities, according to weekly moving 
average data released by the EIA. Conse-

quently, robust demand for heating oil at 
a time of reduced supply translated into a 
significant draw on US distillate stocks, at 
close to 14m b, while a gasoline stock-build 
of nearly 3m b took place on diminishing 
monthly demand. The halt of HSFO exports 
from Venezuela extended its impact to the 
Caribbean region which, in turn, imported 
heavily from the US Gulf. This was on top 
of lower availability of heavy crude, linked 
to the decline in Venezuelan crude exports, 
which resulted in a lower yield of fuel oil 
production. Healthy utility demand for low 
sulphur fuel oil (LSFO) also contributed to 
the squeeze in the fuel oil supply.
     Refining margins in the US Gulf crept 
moderately upward during January, mostly 
on modest widening in the gasoline price 
spread to the crude oil cost.
     The US refinery throughput fell a further 
310,000 b to 14.80m b/d in January, reflect-
ing not only the start of the maintenance 
season, but also a continuing weakness in 
refining economics due to prevailing high 
crude oil prices. The utilization rate of 89.1 
per cent, however, was still 0.6 per cent above 
the same period in the previous year.

Rotterdam market
     European product prices rose in Janu-
ary. The average price of gasoil moved up 
around eight per cent, roughly equal to the 
average increase in its marker crude, Brent, 
over the month. In contrast, the average 
gasoline price rose 13 per cent, while the 
average HSFO price enjoyed a significant gain 
of 30 per cent over the preceding month, 
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allowing both ends of the barrel to out-
perform their underlying average crude. A 
considerable increase in the European 
gasoline price resulted from a number of 
supporting factors. One was the prevailing 
heavy transatlantic arbitrage to the US 
market and the newly-opened Venezuelan 
destination. A second was the unusual 
premium of feedstock prices (ie, naphtha) 
over finished gasoline, encouraging refiners 
to reduce gasoline production, while the 
third was an unplanned outage early in the 
month of half of the units in Europe’s largest 
refinery, the 400,000 b/d Nerefco plant in 
Rotterdam, which forced its owner to buy 
heavily on the spot market throughout the 
month. Cold weather across Europe pre-
vented the movement of Russian distillate 
cargoes from icy harbours in the Baltic Sea 
and generated healthy demand for heating 
oil, but this was still not enough to push the 
gasoil price above the politically-influenced 
Brent price premium. Tight fuel oil supply, 
mainly originating from curbed Russian fuel 
oil cargoes, combined with healthy refinery 
intakes for feedstocks in the wake of high 
crude oil prices, contributed to produce 
significant gains in the HSFO price. LSFO, its 
sister product, also benefited from rising 
utility demand in the USA, Scandinavia, 
and south European countries.
     Refining margins declined further into 
negative territory, as the Brent spot price 
outpaced an increase in gross product 
worth.
     Refinery throughput remained almost 
unchanged from the previous month’s level 
at 12.13m b/d, supported by continuous 
transatlantic gasoline arbitrage and regional 
heating oil demand. The corresponding uti-
lization rate was 88.3 per cent, indicating 

almost the same attainable runs as in the 
previous year.

Singapore market
     Average product price rises in January 
were led by a 14 per cent surge in gasoline, 
followed by an 11 per cent rise in HSFO, 
while the gasoil price increase was restricted 
to seven per cent, causing it to fall behind 
the nine per cent rise in its underlying crude 
price, Dubai. Gasoline fundamentals were 
supported by prevailing intensive trans-
Pacific arbitrage to the US West Coast, an 
extremely sharp rise in the naphtha price, 
and moderate regional demand from Viet-
nam and Indonesia. Regional gasoil demand 
remained stagnant, exacerbated by the lack 
of purchase for February delivery from the 
largest regional buyer, Indonesia, due to its 
high volume of national distillate stocks. 
However, the planned maintenance of 
Taiwan’s Formosa complex and Thailand’s 
refineries, combined with scaled back ex-
ports from South Korea, resulted in a tight 
gasoil market, which capped any sharp loss 
in values. Although Chinese demand for fuel 
oil faded, as is usual prior to the Chinese 
New Year, this was overshadowed by the 
decline in arrivals of foreign fuel oil cargoes 
and the resulting tight supply.
     A big jump in the gasoline price, com-
bined with a surge in the fuel oil price, out-
stripped Dubai’s price increase, causing its 
margins to display the highest values for at 
least the past two consecutive years.
     In Japan, refinery throughput rose a 
further 240,000 b/d in December, but then 
retreated slightly by 20,000 b/d to 4.52m 
b/d in January. The equivalent utilization 
rates were 94.9 per cent and 94.8 per cent, 
respectively, about ten per cent and four 

per cent above the corresponding months 
a year earlier. More than anything else, 
this reflected the prevailing healthy utility 
demand, in the wake of outages of several 
nuclear power plants.

 February

Persistently colder weather in the US north-
east in February spurred healthy distillate 
and fuel oil demand, tempting refiners in 
the USA and Europe to boost distillate slates 
at the expense of gasoline. This resulted in 
a drop in gasoline production, firming its 
price, on top of record distillate values. Sig-
nificantly higher product prices outpaced 
rising crude costs, resulting in healthy 
refining margins which pushed European 
refinery throughput higher, while their 
US counterparts, who had failed to keep 
a similar pace, were hampered by heavy 
turnaround programmes.

US Gulf market
     Average product prices for February in 
the US Gulf market showed differing trends 
compared with the previous month, amid 
an eight per cent increase in the monthly 
average of the marker crude, WTI. Nev-
ertheless, an analysis of the US product 
market fundamentals showed a reduction 
of gasoline output as refiners favoured distil-
late production in response to the widening 
distillate crack. This overshadowed a drop 
in gasoline demand of two per cent below 
the preceding month and around one per 
cent below the year-ago level. As result, the 
monthly average gasoline price increased 
15 per cent, assisted in part by the firm 
naphtha feedstock prices. Gasoil faired the 
best, reaching $53.59/b on the last day of 
the month (the expiry of March delivery), 
its highest level since at least 1990. Fur-
thermore, the average monthly gasoil price 
increased an enormous 20 per cent in the 
US Gulf Coast and an even higher 25 per 
cent in the world’s largest single heating oil 
consuming region, the US north-east, amid 
prevailing freezing weather. The continuing 
and relatively unusual premium of vacuum 
gasoil over finished distillate products was 
an additional factor supporting the gasoil 
price. The lower-than-normal temperatures 
spurred exceptionally strong oil demand, 
assisted by spiking natural gas prices, which 
enhanced fuel substitution in electrical 
utilities. According to the preliminary 

Table C: Refinery operations in selected OECD countries

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

                         Dec 02     Jan 03     Feb 03       Dec 02     Jan 03     Feb 03

USA                   15.11        14.80      14.66             91.2          89.1          88.2
France                  1.71          1.69        1.73             90.0          89.0          91.1
Germany              2.21          2.21        2.24             98.0          97.7          98.9
Italy                      1.85R        1.82R       1.82             81.0R        79.3R        79.3
UK                        1.63          1.55        1.66             91.1          86.9          92.6
Eur-16                12.13R      12.01R     12.34             88.8R        88.1R        89.9
Japan                   4.54          4.52        4.64             94.9          94.8          97.3

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.
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four-week moving average data released 
by the EIA, distillate delivery hovered at 
record highs of nearly 4.4m b/d. Fuel oil 
demand, comprised mainly of the low sul-
phur grade, exceeded the levels of both the 
previous month and the year before by more 
than 25 per cent, although it remained still 
below the February 2001 level. However, 
the average price of its sister bunker grade, 
HSFO, fell seven per cent below last month’s 
level, reflecting an improvement in market 
supply.
     Average refining margins posted healthy 
profits in the US Gulf Coast in February, 
reflecting exceptional increases in gasoline 
and gasoil prices, which outpaced rising 
crude oil costs.
     Despite significant refining gains, US 
refinery throughput continued to fall in 
February as result of heavy maintenance 
programmes. The decline was a modest 
150,000 b/d below the January level to 
average 14.66m b/d, equal to a utilization 
rate of 88.2 per cent, which was on a par 
with the previous year’s level.

Rotterdam market
     Average February prices for the light and 
the middle ends of the barrel enjoyed solid 
gains in the Rotterdam market, as gasoline 
rose 11 per cent and gasoil surged 17 per 
cent, exceeding the four per cent increase in 
their underlying counterpart crude, Brent. 
Nonetheless, HSFO was a poor cousin of the 
other products, remaining unchanged to 
marginally lower than last month’s level. 
A number of fundamentals shaped the 
European product market. The lack of 
suitable clean vessels for shipping gasoline 
and heating oil across the Atlantic was a 
major factor. With most vessels committed 
to shipping heating oil (due to its higher 
crack spread against gasoline), freight costs 
skyrocketed, leaving transatlantic gasoline 
arbitrage lower than in the preceding month. 
Meanwhile, the persistently and unusually 
high premium of naphtha feedstock, imply-
ing a favourable market for petrochemical 
input at the expense of gasoline-producing 
unit intakes, forced European refiners to 
curtail gasoline output. Thus, gasoil values 
were also supported by inconsistent arriv-
als of Russian distillate cargoes due to the 
icy conditions in the Baltic Sea for most 
of the month, together with colder-than-
normal weather across north-west Europe. 
These trends offset the absence of German 

demand, owing to sufficient tertiary stocks. 
Improved refinery distillation economics 
translated into high HSFO output, and this, 
coupled with the arrival of delayed fuel oil 
cargoes from Russia, resulted in a well-
supplied market. Meanwhile, high freight 
costs hampered export movements, while 
a historically high NYMEX price for LSFO 
— recently touching $50/b — encouraged 
LSFO transatlantic exports.
     This combination of relatively strong 
distillate prices — Europe’s main refined 
product — firm values for other light prod-
ucts, and weak Brent prices compared to 
other marker crudes produced strong refin-
ing margins.
     As a result of healthy refining margins, 
refinery throughput in the Eur-16 moved 
to 12.34m b/d in February, an increase of 
nearly 250,000 b/d above the previous 
month’s level. Moreover, the utilization 
rate reached almost 90 per cent, the high-
est February level for the last two years.

Singapore market
     For the second consecutive month, gaso-
line led the monthly product price rises in 
Singapore, increasing 17 per cent, beating 
the 15 per cent rise in gasoil prices and the 
moderate nine per cent gain in fuel oil. Rises 
in all product values outpaced the seven 
per cent increase in the price of the marker 
crude, Dubai. Asian product fundamentals 
were generally supported by widespread 
stockpiling amid concern over possible 
oil supply shortfalls from the Middle East. 
Gasoline received additional support from 
two driving forces: strong naphtha prices, 
due to healthy petrochemical demand, 
and the continuation of large transpacific 
arbitrage movements. Despite weak regional 
demand, the middle and heavy ends of the 
barrel were supported by lower spot avail-
ability. The main reasons for the strong gasoil 
price were widespread refinery maintenance 
in a number of Asian countries, the move 
by several large petrochemical complexes 
to use cheaper gasoil as a feedstock instead 
of highly-priced naphtha, the strength in 
jet fuel prices, and the diversion of Middle 
Eastern distillate cargoes to the more lucra-
tive European market. Fuel oil fundamentals 
continue to point to tighter supply as very 
sharp freight rate costs put a damper on fuel 
oil shipments into the region.
     Meanwhile, strong crack spreads for all 
products in the Singapore market pushed 

February refining margins to record 
highs.
     Robust winter demand for kerosene 
and LSFO pushed refinery throughput in 
Japan up 120,000 b/d to hit 4.64m b/d 
in February. The February utilization rate 
of 97.3 per cent is the highest value for the 
month since 1995.

The oil futures market
 January

The bullish mood displayed by speculators 
last month, mainly concerning non-com-
mercial funds, began to wind down towards 
the year’s end before finally reversing course 
in the first week of January 2003. Accord-
ing to the Commodity Futures Trading 
Commission’s (CFTC) Commitments of 
Traders Report (CTR), in the week ending 
January 7, big speculators increased their 
shorts by a significant 25,800 contracts, 
while only increasing longs by 3,000. This 
resulted in a net short position of little more 
than 5,000 contracts. One factor checking 
speculator optimism was the possibility that 
OPEC would agree to boost production 
at its January 12 Meeting. Following the 
Meeting, speculators were prompted to raise 
their longs while disposing of some of their 
shorts on suspicions concerning the speed in 
which OPEC would ramp up production, 
the time it would take for this new oil to 
arrive, and the fact Venezuela was allotted 
2.82m b/d of the new output ceiling. All 
told, the WTI front-month contract was 
boosted by roughly $1/b.
     Speculation on issues such as the UN 
arms inspectors’ report due on January 27, 
consecutive crude oil stock draw-downs in 
the USA, cold temperatures and the exten-
sion of the oil strike in Venezuela, further 
enhanced expectations for a bullish market. 
Speculators continued to build their longs, 
outpacing the rise in shorts and pushing the 
NYMEX WTI front-month contract above 
the $34/b level. The inconclusive nature 
of the report by the UN chief weapons 
inspector was interpreted by speculators as 
signifying a postponement of any military 
operation in the Middle East, prompting 
another change in market sentiment. The 
CTR released on January 28 showed that 
non-commercials had disposed of their 
long positions, and left shorts virtually 
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unchanged. This resulted in a net long 
position of about 2,000 contracts. WTI 
prices at the NYMEX followed suit, losing 
more than $1/b.

 February

The apparent correlation between the 
NYMEX first month price curve and the 
non-commercial net long/short positions 
did not materialize during February. Even 
though there is not a perfect correlation be-
tween these two parameters, there is hardly 
ever one in the real world; they tend to follow 
each other. However, in February, while net 
non-commercial short-positions developed 
throughout the month, WTI front-month 
prices continued to rise. The explanation 
for this might lie in the fact that the market 
is heavily influenced by speculative forces 
as a result of the imminent possibility of 
a military confrontation in the Middle 
East. A divergence of rising prices and at 
the same time an increase in non-com-
mercial net-short positions (those held by 
speculators) was last seen in late 2000. The 
outcome was a significant price correction 
a few weeks later. According to the CFTC’s 
CTR report for the week ending February 
4, non-commercials increased their longs by 
a hefty 15,452 contracts while at the same 
time augmenting their shorts by 13,353, 
resulting in a 4,153 net-long position which 
showed that even speculators were unsure 
about the market direction.
     Sentiment turned bearish in the second 
week, with speculators increasing their short 
positions by 7,221 lots, while longs rose by 
only 535 contracts, resulting in a net-short 
position of 2,533. Speculators’ expectations 
concerning a military attack on Iraq changed 
after the eagerly-awaited speech from the 
UN chief weapons inspector. As mentioned 
above, WTI prices gained ground and the 
front-month contract broke through the 
$35/b mark during the week.
     Non-commercials’ net-short positions 
(a belief that prices will fall in the future) 
continued to rise during the third week 
and stood at 7,816 lots, while WTI prices 
gained another $1.5/b. In this week open 
interest shot up to 662,058, very close to the 
all-time high reached in September 1999. 
WTI futures showed a heavy decline in non-
commercial net-short positions from 7,816 
to 2,297 contracts in the week of February 
25. This was a result of the increased threat 

of a war in the Middle East, combined with 
colder weather and falling crude as well as 
product stocks.
     Sentiments turned clearly bearish among 
non-commercials as they trimmed consider-
ably their long positions while increasing 
shorts, resulting in a net-short position of 
16,092 lots. This implies that big speculators 
were counting on a price correction, perhaps 
because actual price levels were abnormally 
inflated (WTI rose to $39.99/b in intraday 
trading on February 27) and the possibil-
ity that the war might be delayed for a few 
weeks.

The tanker market
 January

OPEC area spot-chartering regained losses 
from the previous month, increasing 1.32m 
b/d to a monthly average of 11.93m b/d in 
January, assisted by an increase in charter-
ing activity on westbound destinations. This 
represents a jump of 1.74m b/d, or about 
17 per cent, over the same period last year. 
In contrast, non-OPEC spot-chartering 
rose a remarkable 1.76m b/d in January to 
a monthly average of 10.24m b/d, exceed-
ing the previous year’s level by 2.93m b/d 
and increasing in its market share by 1.78 
percentage points to 46.19 per cent. Con-
sequently, global spot fixtures rose a consid-
erable 3.09m b/d to a monthly average of 
22.17m b/d, registering a rise of 4.67m b/d 
compared with the same month last year. 
OPEC area’s share of global spot-chartering 
worsened 1.78 percentage points to 53.81 
per cent, which was down 4.40 percentage 
points on the previous year’s share. Most 
of the increments in OPEC chartering 
for January were attributed to increased 
spot fixtures from the Middle East on the 
westbound long-haul route, which moved 
up 1.00m b/d to 2.38m b/d. However, 
fixtures from the Middle East on the east-
bound route edged 540,000 b/d lower to a 
monthly average of 3.64m b/d. Accordingly, 
OPEC’s Middle East westbound share of 
total OPEC fixtures improved significantly 
by 6.96 percentage points to 19.92 per cent, 
while the share of eastbound chartering de-
clined sharply by 8.92 percentage points to 
30.50 per cent. Together, they accounted 
for 50.42 per cent of total chartering in 
the OPEC area, which was 1.96 percent-

age points below the previous month’s level. 
According to preliminary estimates, sailings 
from the OPEC area in January registered 
an increase of 510,000 b/d to a monthly 
average of 20.95m b/d. Sailings from the 
Middle East improved a noticeable 1.26m 
b/d to a monthly average of 16.19m b/d, 
about 77 per cent of total OPEC sailings. 
Preliminary estimates of long-haul arrivals in 
the Atlantic Basin displayed divergent trends 
in January, rising 70,000 b/d in the US and 
Caribbean areas to a monthly average of 
9.23m b/d, as well as 90,000 b/d in Japan to 
4.54m b/d. However, arrivals in north-west 
Europe and Euromed declined 660,000 b/d 
to 6.34m b/d and 300,000 b/d to 4.45m b/d, 
respectively. A preliminary estimate of the 
volume of oil-at-sea at the end of December 
was 438m b, registering a moderate decline 
of 10m b over the level observed at the end 
of the pervious month.
     Sentiments in the tanker market re-
mained bullish in almost every loading area 
on tighter tonnage availability and increased 
chartering activity, amid OPEC’s decision 
to raise the crude oil production ceiling 
by 1.3m b/d effective January 1, 2003. 
In the Middle East, the VLCC market was 
extremely active during the month with a 
large volume of fixtures. The tight market 
was stretched further after an oil company 
secured nine modern vessels for voyages to 
US destinations for end-of-January load-
ing. As a result, the monthly average freight 
rates for VLCC voyages on eastbound and 
westbound long-haul routes rose 16 points 
to Worldscale 131 and 11 points to W103, 
respectively. In the Atlantic market, robust 
US demand for West African and North Sea 
crude oil continued to support transatlantic 
Suezmax freight rates. This came amid the 
continuing shortfall of Venezuelan supply, 
together with tight availability due to poor 
weather conditions, which caused noticeable 
delays in tanker loadings and kept major 
ports closed for more than ten days. The 
monthly average freight rates for the 1m b 
crude oil cargoes from West Africa to the 
US destinations remained firm at the previ-
ous month’s level of W 132, while surging 
a considerable 40 points to W171 along 
the route from north-west Europe to the 
US East Coast. Aframax freight rates for 
tankers operating on short-haul routes also 
remained firm, although the general strike 
in Venezuela left rates almost flat at W132 
on the route from the Caribbean to the 
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US Gulf Coast. However, shipping delays 
in the Black Sea and Turkey’s Bosporus 
Straits continued to generate substantial 
tanker demand in the Mediterranean, as-
sisting Aframax freight rates to gain an extra 
35 points to W216 on the route across the 
Mediterranean and seven points for ship-
ments to north-west Europe. Freight rates 
for 70–100,000 dwt tankers on the route 
from Indonesia to the US West Coast rose 
four points to W1169.
     The product tanker market displayed 
different trends in January. In the Middle 
East, large-range (LR1) tankers enjoyed an 
increase in chartering activity, raising the 
rates for trips to Japan to W271, up 38 points 
above the previous month’s level. However, 
on the short trip from Singapore to Japan, 
the rates dropped 18 points to W271, as 
more tonnage came into the area attracted 
by last month’s remarkable improvement in 
rates. In the Caribbean, the rates continued 
to rise, improving 25 points to W230. The 
Mediterranean market remained steady 
with freight rates just under last month’s 
high level at W258 on the route across 
the Mediterranean and W268 along the 
Mediterranean/north-west Europe route. 
Freight rates from north-west Europe to 
the US East and Gulf Coasts rose a further 
11 points to W237. 

 February

OPEC area spot-chartering continued to 
rise, registering a further increase of 1.23m 
b/d to an average of 13.16m b/d in February, 
due to OPEC’s decision to raise its crude oil 
production ceiling by 1.5m b/d to 24.5m 
b/d, effective February 1, 2003, in order to 
ensure adequate supply in the market. The 
current level of OPEC spot fixtures is 1.64m 
b/d, or about 14 per cent, higher than in 
the same period last year. Non-OPEC spot-
chartering fell by 1.47m b/d in February to 
an average of 8.77m b/d, resulting in a 6.19 
per cent drop in market share, taking the 
total down to 40 per cent. Consequently, 
global spot fixtures saw a modest fall of 
240,000 b/d to an average of 21.93m b/d, 
a decline of 980,000 b/d compared with 
the same month last year. The OPEC area’s 
share of global spot-chartering rose by 6.19 
per cent to 60 per cent, an improvement of 
9.74 per cent over the same period last year. 
Most of the increases in OPEC chartering for 
February were due to the rises in spot fixtures 

from the Middle East on the eastbound and 
westbound long-haul routes, which rose by 
700,000 b/d to 4.34m b/d, and 380,000 
b/d to 2.76m b/d, respectively. As a result, 
the Middle East eastbound and westbound 
shares of total OPEC fixtures rose by 2.45 
per cent to 32.94 per cent and 1.0 per cent 
to 20.98 per cent, respectively. Together, 
they accounted for 53.93 per cent of total 
chartering in the OPEC area, which was 
3.51 per cent above the previous month’s 
level. According to preliminary estimates, 
sailings from the OPEC area in February 
continued to rise, climbing by 570,000 b/d 
to an average of 22.79m b/d. Sailings from 
the Middle East rose by 1.24m b/d to an 
average of 17.23m b/d, or about 76 per 
cent of total OPEC sailings. Preliminary 
estimates of long-haul arrivals in the Atlantic 
Basin showed varying trends in February, 
rising by 410,000 b/d in the US and the 
Caribbean areas to an average of 9.64m b/d, 
while arrivals in north-west Europe edged 
100,000 b/d higher to 6.50m b/d. However, 
arrivals in Euromed fell by 880,000 b/d to 
3.74m b/d and in Japan by 130,000 b/d to 
4.58m b/d. The preliminary estimate of the 
volume of oil-at-sea at the end of January 
was 441m b, up 11m b over the level at the 
end of December.
     Spot freight rates for crude oil tank-
ers were mixed in February, softening for 
larger tanker sizes on long-haul routes, 
but improving for smaller sizes on shorter 
routes. In the Middle East, the very large 
crude carrier (VLCC) market was highly 
volatile during the month, with freight 
rates moving in both directions, as bearish 
factors clashed with supportive elements. 
Consequently, monthly average freight rates 
for VLCC voyages on eastbound long-haul 
routes drifted down by 32 points from last 
month’s peak to W99, and on westbound 
routes by nine points to W94. The main 
Suezmax market in West Africa remained 
steady, although freight rates to the US Gulf 
Coast softened by three points to an average 
of W168. However, the current lack of VLCC 
availability in the Atlantic Basin is expected 
to prevent rates from dropping further and 
may even help them to bounce back next 
month. The renewed transatlantic arbitrage 
activity in the North Sea helped to boost 
Suezmax freight rates from the Rotterdam 
area to the US East Coast, which rose by 
17 points to WS188. Aframax freight rates 
for tankers operating on short-haul routes 

remained strong, rallying further on the 
steady flow of enquiries and tighter prompt 
positions. In the Caribbean, freight rates to 
US destinations saw the highest increase, 
soaring by 172 points to W304, due to the 
very tight market and the resumption of 
Venezuelan oil exports. Continued tonnage 
delays in Turkey’s Bosporus Straits due to 
bad weather and tanker quality restrictions 
boosted Aframax freight rates in the Medi-
terranean. Spot rates for modern tonnage on 
the route across the Mediterranean gained 
54 points to W270 and surged by 91 points 
to W294 for voyages to north-west Europe. 
Freight rates for 70–100,000 dwt tankers 
on the route from Indonesia to the US West 
Coast plunged by 20 points to W149.
     The product tanker market saw a gen-
erally positive trend in February. The only 
exception was the long-haul route from the 
Middle East to the Far East, where monthly 
average freight rates edged 25 points lower 
to W246, despite a reported increase in spot 
fixture volumes. In Asia, increased cargo 
availability in Singapore lent support to 
freight rates on the short-haul route to 
Japan, which rose by 14 points to W285. 
However, low US product stocks generated 
more clean tanker demand from the Carib-
bean and the North Sea. Spot freight rates 
from the Caribbean to the US Gulf Coast 
increased by 25 points to W255 and surged 
by 76 points to W313 on the route from 
Rotterdam to the US East Coast, benefiting 
from open arbitrage cargo movements. In 
the Mediterranean, bad weather kept freight 
rates well supported, rising by 46 points to 
W304 for voyages on the route across the 
Mediterranean and by 13 points to W281 
on the route to north-west Europe.

World oil demand
 January

Historical data
     No change has been necessary to the 
historical data presented in the previous 
report.

Projections for 2002

World
     The estimated volume of world oil de-
mand for 2002 has been marginally revised 
upward to an average of 76.57m b/d, com-
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pared with a previously estimated 76.55m 
b/d. This has been due to minor upward 
adjustments in actual consumption in all 
but 3Q. Colder than expected weather has 
been the major contributing factor behind 
the slight upward revision in 4Q estimate. 
The world demand increment for 2002 is 
now estimated at 220,000 b/d, or 0.29 per 
cent, which is marginally higher than the 
200,000 b/d, or 0.27 per cent, presented 
in the last report.
     On a regional basis, demand is projected 
to decrease 120,000 b/d in the OECD, fol-
lowing a less significant decline of 70,000 
b/d in 2001. This is in contrast to the ex-
pected significant rise of 270,000 b/d or 2.86 
per cent in the former CPEs’ consumption, 
which is much higher than the 150,000 b/d 
growth seen in 2001. Developing countries 
are expected to see a moderate rise in con-
sumption of 70,000 b/d or 0.36 per cent 
for 2002, trailing the substantial growth in 
2001 of 270,000 b/d.
     On a quarterly basis, world demand 
declined 0.49 per cent, or 380,000 b/d, to 
average 76.71m b/d in 1Q compared with 
the year-earlier figure. 2Q consumption is 
estimated to have dropped a further 0.66 
per cent, or 500,000 b/d, to 74.71m b/d. 
However, demand is estimated have risen 
at a significantly accelerated pace in 3Q and 
4Q, showing growth rates of 300,000 b/d 
or 0.39 per cent and 1.44m b/d or 1.87 per 
cent, respectively.

OECD
     Based on estimates of actual 1Q con-
sumption, OECD bears sole responsibility 
for the fall in world consumption, with a 
substantial 860,000 b/d decline, partly offset 
by a rise in developing country and former 
CPE demand of 190,000 b/d and 300,000 
b/d, respectively. Within OECD, the high-
est drop rate was 3.56 per cent, experienced 
by OECD Pacific, followed by 1.99 per cent 
in North America and a minor 0.30 per cent 
in Western Europe.
     Data on actual consumption in 2Q also 
point to a drop of 340,000 b/d, or 0.73 per 
cent, in the OECD consumption. This was 
due to a steep 310,000 b/d decline in OECD 
Pacific demand, combined with a moderate 
140,000 b/d drop in Western Europe con-
sumption, partly offset by a slight 110,000 
b/d rise in demand in North America.
     The latest available data on actual 3Q 
consumption points to a moderation of the 

downward trend seen in 1Q and 2Q. Total 
OECD consumption is estimated to have 
dropped marginally by 100,000 b/d or 0.21 
per cent. Within the OECD, the 310,000 
b/d decline in Western Europe demand 
is estimated to have more than offset the 
180,000 b/d rise in North American con-
sumption and the 30,000 b/d in OECD 
Pacific consumption.
     Actual data on OECD consumption 
during January-November 2002 indicates 
a 290,000 b/d, or 0.60 per cent, decline 
compared with the corresponding period 
in 2001. While all three regions within 
the OECD shared the experience, West-
ern Europe was the leading volume and 
percentage loser with a decline of 180,000 
b/d or 1.21 per cent. OECD Pacific came 
second with a 70,000 b/d or 0.83 per cent 
drop in consumption. North America fol-
lowed with a marginal 30,000 b/d or 0.13 
per cent decline.
     On a product basis, during the January-
November 2002 period, residual fuel oil 
continued to score the leading volume and 
percentage decline at 420,000 b/d and 13.26 
per cent, respectively, mostly due to the shift 
to natural gas consumption. Subdued air 
travel kept aviation fuel consumption at 
a weak but moderated level of –3.68 per 
cent from the January-October average of 
–4.85 per cent, compared with the similar 
period in 2001. The leading volume gainers 
were gasoline and LPG consumption, with 
rises of 200,000 b/d or 1.37 per cent and 
100,000 b/d or 2.30 per cent, respectively, 
mostly thanks to a substantial growth in 
consumption of 2.57 per cent and 5.02 per 
cent, respectively, in North America.

Developing countries
     Oil demand for developing countries 
is estimated to have grown marginally at 
70,000 b/d, or 0.36 per cent, to 19.40m 
b/d. The demand outlook in Latin America 
continues to be significantly weaker — de-
clining 100,000 b/d or 2.15 per cent – than 
the previous year due to persistent economic 
and financial problems. Other Asia is an-
ticipated to enjoy the highest volume and 
percentage growth at 120,000 b/d or 1.68 
per cent, followed by the Middle East and 
Africa at 30,000 b/d and 20,000 b/d, re-
spectively.

Other regions
     Apparent demand in the Other Regions 

group of countries is expected to grow 
significantly at 270,000 b/d or 2.86 per 
cent, almost entirely due to the apparent 
consumption growth in China.
     In FSU, the first three quarters are 
estimated to have recorded declines in 
consumption compared with the cor-
responding year 2001 quarters, while 
cold weather boosted 4Q consumption 
by 60,000 b/d or 1.39 per cent, but not 
enough to keep the overall yearly average 
from dropping an expected 80,000 b/d 
or 1.92 per cent. In contrast, Chinese 
demand is anticipated to have undergone 
healthy growth in every quarter of 2002, 
leading to an average annual growth rate 
of 320,000 b/d, or 6.80 per cent. This re-
markable estimated growth rate is close to 
one-and-a-half times the expected average 
rise in world demand.

Forecast for 2003
     In line with a downward revision to the 
average world GDP growth rate, the demand 
forecast for the year 2003 has been adjusted 
slightly downwards to 77.14m b/d versus 
77.17m b/d given in the previous report. 
The increment has, however, been revised 
down a further 50,000 b/d to 570,000 
b/d, equivalent to 0.74 per cent, from 
the previous 620,000 b/d, equivalent to 
0.81 per cent, mostly on a slight upward 
revision to the demand estimate for 2002. 
Further adjustments are expected as more 
information becomes available on major 
factors such as prices, economic growth 
outlook and the weather.
     On a regional basis, developing coun-
tries are forecast to have nearly zero growth 
in demand for 2003, while robust growth is 
forecast for OECD and the former CPEs. 
OECD demand volume growth is expected 
to be the highest at 350,000 b/d or 0.74 
per cent. The former CPEs are forecast to 
rank second in demand volume growth but 
first in percentage with a rise of 210,000 
b/d equivalent to 2.14 per cent.
     All four quarters are forecast to reg-
ister gains over consumption in the cor-
responding periods for 2002. 1Q and 2Q 
are expected to register the highest growth 
at 880,000 b/d and 870,000 b/d, respec-
tively. Progress will come to a virtual halt 
in 3Q, where a marginal 50,000 b/d rise is 
foreseen. 4Q is expected to be marked by 
the return to a higher growth of 490,000 
b/d.
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Table D: FSU net oil exports m b/d

1Q 2Q 3Q 4Q Year

1999 3.12 3.62 3.52 3.49 3.44
2000 3.97 4.13 4.47 4.01 4.14
2001 4.30 4.71 4.89 4.47 4.59
20021 5.00 5.66 5.84 5.48 5.50
20032 5.84 6.19 6.50 6.17 6.18

1. Estimate.
2. Forecast.

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

Feb/ 
2001 3Q02 4Q02      2002* Jan 03* Feb 03* Jan 03

Algeria 820 880 952 864 1,027 1,067 40
Indonesia 1,214 1,114 1,102 1,120 1,084 1,078 –6
IR Iran 3,665 3,434 3,535 3,420 3,633 3,673 39
Iraq 2,381 1,742 2,394 2,006 2,492 2,481 –11
Kuwait 2,025 1,907 1,924 1,887 1,993 2,045 53
SP Libyan AJ 1,361 1,326 1,349 1,314 1,375 1,387 12
Nigeria 2,097 1,957 2,010 1,965 2,139 2,199 61
Qatar 683 654 704 648 718 747 28
Saudi Arabia 7,939 7,612 7,903 7,537 8,431 8,793 362
UAE 2,163 1,994 2,021 1,988 2,108 2,159 51
Venezuela 2,862 2,848 2,231 2,591 594 1,475 881

Total OPEC 27,211 25,468 26,123 25,340 25,594 27,103 1,509

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

 February

Historical data
     A marginal upward revision to the 2001 
total world demand has resulted in an aver-
age of 76.37m b/d versus the 76.35m b/d 
given in the last report. 

Estimates for 2002

World
     Minor adjustments in opposite direc-
tions to the quarterly averages almost offset 
each other, so the average 2002 world oil 
demand has crept up marginally and it stands 
at 76.58m b/d versus the 76.57m b/d given 
in the last report. The 2002 world demand 
increment is now estimated at 210,000 b/d, 
or 0.28 per cent, marginally lower than the 
220,000 b/d, or 0.29 per cent, presented 
in the last report. This is also due to the 
upward 20,000 b/d revision in the average 
2001 figure.
     On a regional basis, demand is projected 
to fall by 140,000 b/d in the OECD, fol-
lowing a less significant decline of 70,000 
b/d in 2001. On the other hand, the former 
CPEs’ consumption is estimated to have 
grown significantly by 260,000 b/d, or 2.79 
per cent, much higher than the 150,000 b/d 
growth in 2001. In developing countries, 
following a significant 290,000 b/d growth 
in 2001, a moderate rise in consumption 
of only 90,000 b/d, or 0.45 per cent, is 
estimated in 2002.
     Compared with the corresponding 2001 
quarterly figures, world demand fell by 0.49 
per cent, or 380,000 b/d, to average 76.79m 
b/d in 1Q. 2Q consumption is estimated 
to have dropped further by 0.51 per cent, 
or 380,000 b/d, to 74.85m b/d. Demand 
is estimated to have accelerated significantly 
during 3Q and 4Q. The estimated growth 
rates are 430,000 b/d, or 0.57 per cent, and 
1.15m b/d, or 1.50 per cent.

OECD
     Actual data indicate that the OECD 
registered a substantial 860,000 b/d decline 
in 1Q consumption, making it the sole con-
tributor to the fall in world consumption. 
The 250,000 b/d and 300,000 b/d rises in 
demand for the developing countries and 
former CPEs partly offset the decline in the 
OECD. Within the OECD, the highest 
fall of 3.56 per cent was experienced by the 
OECD Pacific, followed by 1.99 per cent in 
North America and a minor 0.30 per cent 
in Western Europe.
      Data on actual consumption in 2Q also 
point to a drop of 340,000 b/d, or 0.73 per 
cent, in OECD consumption, due to a steep 
decline in OECD Pacific demand of 310,000 
b/d, combined with a moderate 140,000 b/
d drop in Western Europe’s consumption, 
which was partly offset by slight rise of 
110,000 b/d in North American demand.
     The latest available data on actual 3Q 
consumption point to a slackening of the 
downward trend seen in 1Q and 2Q. Total 
OECD consumption is estimated to have 
dropped marginally by 120,000 b/d or 0.25 
per cent. Within the OECD, the 180,000 
b/d rise in North American consumption 
and the 10,000 b/d rise in OECD Pacific 
consumption are estimated to have been 
more than offset by the 310,000 b/d decline 
in Western Europe’s demand.
     Actual data on OECD 4Q consumption 
indicate that growth picked up in North 
America by a robust 520,000 b/d, or 2.20 

per cent, and by 540,000 b/d, or 6.10 per 
cent, in the OECD Pacific. On the other 
hand, demand continued to be weaker in 
Western Europe by 300,000 b/d, or 1.90 
per cent.
     On a product basis, residual fuel oil 
continued to register the steepest falls dur-
ing 2002, both by volume (390,000 b/d) 
and percentage (12.18 per cent), mostly due 
to the shift to natural gas consumption in 
North America. The weakness in aviation 
fuel consumption also continued, but the 
rate moderated to –2.50 per cent from the 
January–November average of –3.68 per 
cent, compared with the similar period in 
2001, as subdued air travel persisted eve-
rywhere. The leading volume gainers were 
gasoline and LPG consumption, with rises of 
200,000 b/d, or 1.34 per cent, and 100,000 
b/d, or 2.19 per cent, respectively, mostly 
due to substantial consumption growth of 
2.67 per cent and 4.64 per cent, respectively, 
in North America.

Developing countries
     Oil demand for developing countries 
is estimated to have grown marginally by 
90,000 b/d, or 0.45 per cent, to 19.44m 
b/d. The demand performance in Latin 
America continued to be significantly 
weaker — declining by 120,000 b/d, or 
2.49 per cent — than the previous year 
due to persistent economic and financial 
problems. Other Asia is estimated to have 
registered the highest volume and percentage 
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is forecast. 4Q is expected to be marked 
by the return of a higher growth rate of 
760,000 b/d.

World oil supply
 January

Non-OPEC

Forecast for 2002
     The 2002 non-OPEC supply figure 
has been revised up roughly 10,000 b/d to 
47.95m b/d. 2Q remained unchanged at 
48.03m b/d, while minor upward revisions 
have been made to the other quarters. 1Q 
increased 10,000 b/d to 47.68m b/d, 3Q 
30,000 b/d to 47.61m b/d, and 4Q 10,000 
b/d to 48.47m b/d, compared with the last 
report’s figures. The yearly average increase 
is estimated at 1.48m b/d, compared with 
2001 figure.

Expectations for 2003
     Non-OPEC supply is expected to rise 
900,000 b/d. Expected major contributors 
to the rise are the FSU and North America. 
The expected 2003 quarterly distribution 
is estimated at 48.56m b/d, 48.92m b/d, 
48.51m b/d and 49.40m b/d, respectively, 
resulting in a yearly average of around 
48.85m b/d.
     The FSU net oil export estimate and 
forecast for 2002 and 2003 witnessed 
minor revisions to 5.47m b/d and 5.88m 
b/d, respectively, compared with the last 
report. The figures for 1999-2001 remain 
unchanged (see Table D).

OPEC natural gas liquids
     OPEC NGL data figures for the years 
1999-2001 remain unchanged at 3.16m 
b/d, 3.34m b/d and 3.58m b/d, respectively, 
compared with last report’s figures. The fig-
ure for 2002 was revised down 40,000 b/d 
to 3.63m b/d, while the expected figure for 
2003 was revised down 40,000 b/d to 3.66m 
b/d. Revisions to the 2002 figure were due 
to major adjustments to the fourth quarters 
of some Member Countries (see table on 
p48).

OPEC crude oil production
     Available secondary sources indicate that 
OPEC output for January was 25.66m b/d, 
which was 780,000 b/d higher than the re-

vised December figure of 24.88m b/d. Table 
E shows OPEC production, as reported by 
selected secondary sources.

 February

Non-OPEC

Forecast for 2002
     The 2002 non-OPEC supply figure has 
been revised up by 20,000 b/d to 47.98m 
b/d. 4Q was revised up significantly by 
70,000 b/d to 48.54m b/d, while minor 
upward revisions have been made to the 
other quarters by 10,000 b/d to 47.69m b/d, 
20,000 b/d to 48.05m b/d, and 10,000 b/d 
to 47.62m b/d, respectively, compared with 
the last report’s figures. The yearly average 
increase is estimated at 1.50m b/d, compared 
with the 2001 figure.

Expectations for 2003
     Non-OPEC supply in 2003 is expected 
to rise by 1.18m b/d, with the expected 
contributors to the rise being the FSU 
and North America. The 2003 quarterly 
distribution is estimated at 49.11m b/d, 
49.19m b/d, 48.87m b/d and 49.46m b/d, 
respectively, resulting in a yearly average of 
around 49.16m b/d.
     The FSU net oil export forecast for 2003 
witnessed a significant 290,000 b/d upward 
revision to 6.18m b/d, while the 2002 figure 
has also been revised up by 20,000 b/d to 
5.50m b/d. Figures for 1999–2001 remain 
unchanged, compared with the last report 
(see Table D).

OPEC natural gas liquids
     OPEC NGL data for the years 1999–2001 
remain unchanged at 3.16m b/d, 3.34m 
b/d and 3.58m b/d, respectively, compared 
with the last report’s figures, while the 2002 
figure has been revised up by 10,000 b/d to 
3.64m b/d, and the 2003 expected figure 
was revised down by 50,000 b/d to 3.61m 
b/d. Revisions were made to the 2002 figure 
due to disruptions which occurred in 4Q 
in some Member Countries.

OPEC crude oil production
     Available secondary sources indicate 
that, in February, OPEC output was 
27.10m b/d, which was 1.51m b/d higher 
than the revised January figure of 25.59m 
b/d. Table E shows OPEC production, as 
reported by selected secondary sources.

growth of 120,000 b/d, or 1.68 per cent, 
followed by the Middle East and Africa with 
50,000 b/d and 30,000 b/d, respectively.

Other regions
     Apparent demand in the Other Re-
gions group of countries is estimated to 
have grown significantly by 260,000 b/d, 
or 2.79 per cent, which was almost entirely 
due to the apparent consumption growth in 
China. In the FSU, consumption in all four 
quarters is estimated to have dropped, result-
ing in an average yearly decline of 100,000 
b/d, or 2.60 per cent. Chinese demand is 
anticipated to have grown in every quarter of 
2002, giving an average annual growth rate 
of 340,000 b/d, or 7.25 per cent. This growth 
rate is more than one and a half times the 
estimated average rise in world demand.

Forecast for 2003
     The world demand forecast for the 
year 2003 has been adjusted upwards by 
290,000 b/d to 77.43m b/d, versus 77.14m 
b/d as shown in the previous report. The in-
crement has also been revised up by a similar 
amount to 850,000 b/d, equivalent to 1.11 
per cent, from the previous 570,000 b/d 
(equivalent to 0.74 per cent) due to several 
factors: the colder-than-normal winter in 
some areas of the northern hemisphere has 
resulted in higher-than-average heating oil 
consumption; high natural gas prices in the 
USA have led to a switch to oil products; 
nuclear reactor maintenance in Japan has 
caused a rise in oil consumption; and finally 
the evaluation of the latest information on 
developing countries’ oil demand prospects 
has brought about an upward revision.
     All of the three major groups of 
countries are forecast to register healthy 
demand growth. The OECD is forecast 
to rank first in demand volume growth 
with 460,000 b/d, or 0.96 per cent. At 
220,000 b/d, or 2.28 per cent, the rise in 
former CPEs’ demand is expected to be 
the second highest in volume but first in 
percentage terms. Developing countries are 
forecast to follow with a 170,000 b/d, or 
0.88 per cent, demand increase.
     All of the four quarters are all forecast 
to experience gains over consumption levels 
for the corresponding periods in 2002. 1Q 
and 2Q are expected to register the highest 
growth, by 1.12m b/d, and 960,000 b/d, 
respectively. Progress is seen moderating 
further in 3Q, when a 610,000 b/d rise 
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OPEC NGL production, 1999–03

                                                 m b/d

1999                                         3.16
2000                                         3.34
2001                                         3.58
1Q02                                        3.64
2Q02                                        3.64
3Q02                                        3.67
4Q02                                        3.61
2002                                         3.64
Change 2002/2001                   0.06
2003                                         3.61
Change 2003/2002                 –0.03

Rig count
 January

Non-OPEC
     Rig activity was higher in January. 
North America, the major contributor, saw 
an increase of 132 rigs, compared with the 
December figure, with Canada’s rig count 
alone rising 130 rigs to 478. The USA wit-
nessed a minor decline of two rigs to 854, 
while Mexico’s rig activity rose four rigs to 
84. Western Europe witnessed a minor rise 
of one rig to 79, with Norway’s addition 
of five rigs giving it a total of 20.

OPEC
     OPEC’s rig count was down seventeen 
rigs to 209 in January, compared with the 
December figure. Venezuela was responsible 
for most of this loss, with a drop of 13 rigs 
to 17, compared with last month’s figures.

 February

Non-OPEC
     The rig activity of non-OPEC was higher 
in February. North America saw an increase 
of 130 rigs, compared with the January fig-
ure, with Canada’s rig count rising 76 rigs 
to 554. The USA also witnessed an increase 
of 53 rigs to 907, while Mexico’s rig activity 
declined two rigs to 82. Western Europe’s 
rig activity was almost unchanged at 78.

OPEC
     The OPEC rig count was unchanged 
at 209 in February, compared with Janu-
ary. Venezuela restored some rig activity, 
adding four rigs for a total of 21.

Stock movements

 January

USA
     US commercial onland oil stocks 
displayed a massive seasonal draw, drop-
ping 34.4m b, at a rate of 1.23m b/d, to 
918.6m b during the period January 3-31, 
2003. This huge fall widened the year-on-
year deficit to about 11 per cent from the 
eight per cent reported last month. The 
bulk of this draw happened on distillate 
stocks, which fell a considerable 17.6m b, 
followed by ‘other oils’, which decreased 
15.7m b. The draw on distillates resulted 
from a cold spell in the US north-east, 
together with lower exports, especially from 
Venezuela, and lower domestic supplies, 
as some refiners were forced to shut down 
their plants in the wake of the interruption 
of Venezuelan crude oil exports caused by 
the prolonged oil workers’ strike.
     This massive draw on distillates signifi-
cantly widened the y-o-y deficit to about 
19 per cent from the 13 per cent reported 
last month. Crude oil stocks also added 
to the overall draw, declining 4.4m b to 
274.3m b on lower imports, mainly due 
to the halt in Venezuelan cargoes coupled 
with increasing refinery runs to replenish 
key product inventories. On y-o-y basis, 
the shortage of crude oil widened to more 
than 14 per cent from the 11 per cent 
registered a month ago, while other major 
product inventories moved marginally in 
both directions (see Table F).
     In the week ending February 7, 2003, 
total oil stocks in the USA continued to 
decrease, registering a decline of 6.2m b 
to 912.4m b, compared with the previous 
week’s level. The y-o-y gap widened the 
deficit to about 12 per cent. Crude oil stocks 
led the draw, falling a further 4.5m b to 
269.8m b, a level not seen since 1975. Dis-
tillates also contributed to this down-turn, 
decreasing 3.9m b to 108.2m b on the back 
of lower imports and production. Gasoline 
stocks abated this downward trend, rising 
3.0m b to 212.6m b on increasing output 
and imports, together with relatively weak 
apparent demand.
     During the same period, the Strategic 
Petroleum Reserve (SPR) remained near 
the previous month’s level of 599m b. This 
stagnant movement reflected the decision 

of the US Department of Energy to delay 
deliveries of oil to the SPR in the wake of 
depleted commercial oil stocks, resulting 
from Venezuela’s ongoing export interrup-
tion.

Western Europe
     Based on the prolonged downward 
trend for the fourth consecutive month, 
commercial onland oil stocks in the Eur-
16 (EU plus Norway) registered a seasonal 
draw of 8.2m b, at a rate of 260,000 b/d, 
to rest at 1,035.7m b. Crude oil and 
distillate stocks continued to contribute 
largely to this fall, decreasing 6.7m b and 
3.2m b, respectively. The draw on crude 
oil stocks was due to higher refinery runs 
as improved refining margins and lower 
product inventories encouraged refiners 
to maximize refinery throughput. The 
y-o-y deficit of crude oil stocks widened 
to about four per cent compared with last 
month’s figures. Colder weather increased 
the draw on distillate stocks as well as dis-
rupted Russian cargoes by icing in Baltic 
terminals, resulting in a widening of the 
distillate deficit by about two per cent. Fuel 
oil stocks added to the draw, declining 1.8m 
b on the back of healthy demand caused by 
rising electricity consumption. Although 
gasoline stocks showed an increase of 3.2m 
b on higher output, it was not enough to 
reduce the y-o-y deficit, which widened 
to about 15 per cent from the 12 per cent 
registered a month ago. The overall draw 
on oil stocks doubled the yearly deficit to 
about five per cent (see Table G).

Japan
     Commercial onland oil stocks in Japan 
closed the year 2002 with a further draw, 
declining in December by a seasonal 1.3m 
b, at a rate of 40,000 b/d, to 165.7m b in 
December, narrowing the y-o-y deficit to 
about nine per cent. Distillate stocks led 
the draw, decreasing 4.8m b on the back 
of strong demand, especially for jet fuel 
and heating oil, due to colder winter tem-
peratures. Gasoline stocks also contributed 
to the draw, declining a marginal 600,000 
b, to last year’s level of 12.3m b. Crude oil 
stocks showed a moderate build of 3.8m b 
on lower refinery runs, resulting from the 
shut-down of some refineries. This build 
enabled the y-o-y deficit to shrink to about 
11 per cent from the 16 per cent reported 
last month (see Table H). 
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OECD
     In 4Q02, OECD commercial onland 
oil stocks (the USA, Eur-16 and Japan) 
are estimated to have witnessed a moder-
ate seasonal draw of 57.1m b, at a rate of 
620,000 b/d, to 2,162.6m b, when com-
pared with 3Q of last year. Half of the 
draw occurred on US oil stocks, which fell 
320,000 b/d on the back of a huge drop 
in non-major oil stock, especially ‘other 
oils’, which moved down a massive 370,000 
b/d. Eur-16 and Japanese oil stocks almost 
evenly divided the other half of the draw, 
declining 160,000 b/d and 140,000 b/d, 
respectively. Middle distillate stocks lay be-
hind the overall decline in both regions due 
to improved demand caused by the severe 
winter and lower imports (see Table I).

 February

USA
     US commercial on-land oil stocks 
continued to show a considerable season-
al draw of 23.6m b (at a rate of 840,000 
b/d) to 895.0m b during the period Janu-
ary 31–February 28, 2003. This widened 
the y-o-y deficit to about 12 per cent 
from the 11 per cent registered the previ-
ous month. Distillate stocks continued 
last month’s downward trend, falling by 
15.6m b to 96.5m b on persistent strong 
demand, due to factors including the cold 
weather, especially in the US north-east, 
and lower output as refiners started to 
produce more gasoline in preparation for 
the coming driving season.
     The y-o-y distillate deficit expanded 
to about 26 per cent from the 19 per cent 
reported last month. ‘Other oils’ and gaso-
line stocks contributed to this draw, falling 
by 6.4m b to 165.0m b, and by 3.5m b to 
206.1m b, respectively. Improved demand 
was the main reason behind the draw on 
gasoline stocks. On the crude oil side, stocks 
fell slightly by 700,000 b to 273.6m b when 
the resumption of the flow of Venezuelan 
barrels reduced the magnitude of the draw 
resulting from higher refinery runs in or-
der to meet strong US domestic demand. 
This lifted refining margins due to strong 
product prices. The y-o-y crude oil deficit 
continued to widen, standing at about 16 
per cent from the 14 per cent observed last 
month (see Table F).
     During the week ending March 7, 
2003, total oil stocks in the USA showed 

a further draw of 10.2m b to 884.8m 
b compared with the previous week, 
expanding the y-o-y deficit to about 13 
per cent. Gasoline and crude oil stocks 
were the main contributors to this draw, 
declining by 4.1m b to 202.0m b, and by 
3.8m b to 269.8m b, respectively. Healthy 
gasoline demand and increasing refinery 
runs, together with lower crude oil im-
ports, were the main reasons behind these 
draws. However, distillate stocks behaved 
contrary to the general downward trend, 
rising by 1.8m b to 98.3m b. This build 
in distillates was attributable to higher 
imports, especially from Europe, and to 
the resumption of Venezuelan exports.
     During the same period, the SPR re-
mained unchanged at the previous month’s 
level of 599.2m b. The rescheduling of 
deliveries to the SPR due to the recent 
very low level of US commercial on-land 
oil stocks enabled US companies to use 
what were supposed to be royalty barrels 
for their operational purposes.

Western Europe
     Commercial on-land oil stocks in 
the Eur-16 reversed the downward trend 
of the last four months to show a slight 
build of 1.0m b (a rate of 30,000 b/d) 
to 1,050.1m b in February. This minor 
increase was mainly due to the build of 
3.5m b to 146.5m b in gasoline stocks, 
and, to a lesser extent, to fuel oils, which 
rose by 1.6m b to 112.7m b. The build in 
gasoline stocks was due to lower volumes 
bound for the US market because of high 
transportation costs and a shortage of 
vessels. The increase in fuel oil stocks was 
attributed to more Russian barrels which 
filled European tanks after last month’s 
interruption because of bad weather at 
Baltic terminals.
     Despite the build in gasoline, the 
y-o-y deficit stayed at about nine per cent, 
while the y-o-y fuel oil surplus remained at 
about three per cent. Crude oil and distillate 
stocks counterbalanced this build. Crude 
oil stocks declined by 1.7m b to 434.7m b 
on higher refinery runs due to very strong 
refining margins, coupled with lesser im-
ported volumes (especially from the Middle 
East) as the bulk of Middle Eastern barrels 
were bound for the Caribbean and the US 
Gulf Coast rather than Europe. Distillates 
fell by 2.5m b to 334.1m b due to lower 
Russian cargoes, which headed to the US 

market where prices were much more at-
tractive than in Europe. These draws on 
crude oil and distillates widened the y-o-y 
deficit to about five per cent and three per 
cent, respectively. The overall marginal 
build reduced the y-o-y deficit to about 
four per cent from last month’s figure of 
five per cent (see Table G).

Japan
     Commercial on-land oil stocks in Japan 
remained mostly unchanged in January. 
Despite the lack of movement, the y-o-y 
deficit narrowed to about three per cent 
from the nine per cent observed the previ-
ous month. Most of the components moved 
within a narrow band in both directions, 
with the marginal builds in gasoline and 
residual fuel oils being capped by draws 
on distillate and crude oil stocks.
     Strong demand for heating oil contin-
ued to push distillate stocks down, espe-
cially when combined with lower exports 
from the Middle East, where increasing 
domestic consumption restricted the usual 
flow of middle distillates to Asia. Fewer 
Middle Eastern barrels also contributed to 
the slight draw on crude oil stocks. Among 
the major product stocks, the distillate level 
was well below last year’s figure, while crude 
oil stocks enjoyed a surplus of about two 
per cent (see Table H).

Balance of supply/demand
 January

Table J for 2002 shows an upward 
revision to the world oil demand forecast 
of 20,000 b/d to 76.57m b/d, while total 
non-OPEC supply has been revised down 
30,000 b/d to 51.58m b/d. This has re-
sulted in an estimated annual difference 
of around 24.98m b/d, up around 50,000 
b/d, compared with the last report figure, 
with a quarterly distribution of 25.38m 
b/d, 23.04m b/d, 25.16m b/d and 26.35m 
b/d, respectively. The balance for 1Q 
remains unchanged at –230,000 b/d, 
while downward revisions have been 
made to the other quarters of 20,000 
to 1.57m b/d, 10,000 b/d to 310,000 
b/d, and 150,000 b/d to –250,000 b/d, 
respectively.
     Table J for 2003 shows a downward 
revision to world oil demand forecast 
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Table F: US onland commercial petroleum stocks1                                                                                                       m b

                                                                                                                                  Change
                                                 Jan 3, 03         Jan 31, 03          Feb 28, 03             Feb/Jan        Feb 28, 02       Mar 7, 032

Crude oil (excl SPR)                  278.7                274.3                 273.6                   –0.7               326.6                269.8
Gasoline                                      209.8                209.6                 206.1                   –3.5               218.3                202.0
Distillate fuel                                129.7                112.1                   96.5                 –15.6               130.3                  98.3
Residual fuel oil                             30.7                  31.1                   31.4                     0.3                 39.2                  31.2
Jet fuel                                           40.6                  40.9                   39.4                   –1.5                 40.9                  39.0
Unfinished oils                               76.3                  79.2                   83.1                     3.9                 90.4                  84.1
Other oils                                     187.1                171.4                 165.0                   –6.4               171.6                160.5
Total                                           953.0                918.6                 895.0                 –23.6            1,017.1                884.8
SPR                                             599.1                599.2                 599.2                     0.0               559.8                599.2

1.   At end of month, unless otherwise stated.    2.   Latest available data at time of publication. Source:  US/DoE-EIA.

by 30,000 b/d to 77.14m b/d while the 
total non-OPEC supply has been revised 
up 40,000 b/d to 52.51m b/d. This has 
resulted in an expected difference of around 
24.62m b/d, with a quarterly distribution 
of 25.36m b/d, 22.98m b/d, 24.27m b/d 
and 25.89m b/d, respectively.

 February

Table J for 2002 shows an upward revision 
of 10,000 b/d to the estimated world oil 
demand to 76.58m b/d. Total non-OPEC 
supply was revised up by 40,000 b/d to 
51.62m b/d, resulting in an estimated 
annual difference of around 24.96m b/d, 
down by 20,000 b/d compared with the last 
report’s figure, with a quarterly distribution 
of 25.36m b/d, 23.16m b/d, 25.22m b/d 
and 26.09m b/d, respectively.
     The balance for 1Q was revised up 
by 10,000 b/d to –220,000 b/d, while 
downward revisions have been made to 
2Q and 3Q, of 120,000 b/d to 1.45m 
b/d and of 70,000 b/d to 250,000 b/d, 
respectively, while 4Q balance has been 
revised up significantly by 290,000 b/d 
to 40,000 b/d. The average 2002 yearly 
balance is estimated at 380,000 b/d, up by 
20,000 b/d compared with the last report’s 
figure.
     Table J for 2003 shows an upward 
revision to the world oil demand forecast 
of 290,000 b/d to 77.43m b/d and for the 
total non-OPEC supply of 260,000 b/d 
to 52.77m b/d, resulting in an expected 
difference of around 24.65m b/d, with 
a quarterly distribution of 25.27m b/d, 
23.10m b/d, 24.50m b/d and 25.79m b/d, 
respectively.

Table G: Western Europe onland commercial petroleum stocks1 m b

         Change
      Dec 02 Jan 03 Feb 03 Feb/Jan Feb 02

Crude oil 440.2 436.4 434.7 –1.7 455.3
Mogas 134.6 143.1 146.5 3.5 160.6
Naphtha 21.1 22.0 22.0 0.0 22.9
Middle distillates 336.0 336.6 334.1 –2.5 343.4
Fuel oils 112.0 111.1 112.7 1.6 109.8
Total products 603.7 612.8 615.4 2.6 636.6
Overall total 1,043.9 1,049.1 1,050.1 1.0 1,091.9

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

Table H: Japan’s commercial oil stocks1                                                      m b

    Change
 Nov 02 Dec 02 Jan 03 Jan/Dec Jan 02

Crude oil 99.1 102.9 102.6 –0.3 100.3 
Gasoline 12.9 12.3 13.3 1.0 14.1 
Middle distillates 37.5 32.7 31.3 –1.4 37.2 
Residual fuel oil 17.5 17.7 18.4 0.7 19.0 
Total products 67.8 62.7 63.0 0.3 70.2 
Overall total2 167.0 165.7 165.6 –0.1 170.6 

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

Table I: OECD’s commercial oil stocks1 m b

 Change Sept/Dec 02
 Sep 02 Dec 02    m b m b/d

USA 982.1 953.0 –29.1 –0.32
Eur-16 1,058.6 1,043.9 –14.7 –0.16
Japan 179.0 165.7 –13.3 –0.14
OECD total 2,219.7 2,162.6 –57.1 –0.62

1. Includes USA, Eur-16 and Japan only. Data as at end of month.
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Table J: World crude oil demand/supply balance                                                                                   m b/d

1.   Secondary sources. Note:  Totals may not add up due to independent rounding.
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 53, while Graphs 
One and Two (on pages 52 and 54) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs on pages 55–60, 
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).

1999 2000 2001 1Q02 2Q02 3Q02 4Q02 2002 1Q03 2Q03 3Q03 4Q03 2003

World demand

OECD 47.7 47.7 47.7 48.0 46.1 47.4 48.7 47.5 48.7 46.5 47.5 49.3 48.0

North America 23.8 24.0 23.9 23.7 23.8 24.1 24.1 23.9 24.1 23.9 24.3 24.3 24.2

Western Europe 15.2 15.1 15.3 15.2 14.6 15.2 15.3 15.1 15.3 14.7 15.2 15.5 15.2

Pacific 8.7 8.6 8.6 9.1 7.7 8.1 9.3 8.5 9.3 7.8 8.1 9.4 8.7

Developing countries 18.7 19.0 19.4 19.3 19.4 19.5 19.5 19.4 19.5 19.7 19.7 19.7 19.6

FSU 4.0 3.8 3.9 3.9 3.5 3.7 4.3 3.8 4.0 3.7 3.7 4.2 3.9

Other Europe 0.8 0.7 0.7 0.8 0.7 0.7 0.7 0.7 0.8 0.7 0.8 0.8 0.8

China 4.2 4.7 4.7 4.7 5.1 5.3 5.0 5.0 4.8 5.2 5.5 5.2 5.2

(a) Total world demand 75.4 76.0 76.4 76.7 74.9 76.5 78.2 76.6 77.8 75.8 77.1 79.0 77.4

Non-OPEC supply

OECD 21.3 21.8 21.8 22.1 22.2 21.5 22.2 22.0 22.5 22.4 21.9 22.4 22.3

North America 14.1 14.2 14.4 14.6 14.7 14.4 14.6 14.6 14.9 14.9 14.6 14.8 14.8

Western Europe 6.6 6.7 6.7 6.7 6.8 6.3 6.8 6.6 6.9 6.8 6.5 6.9 6.8

Pacific 0.7 0.8 0.8 0.8 0.8 0.8 0.7 0.8 0.7 0.8 0.8 0.7 0.7

Developing countries 10.8 11.0 11.0 11.4 11.4 11.3 11.3 11.4 11.5 11.5 11.4 11.3 11.4

FSU 7.5 7.9 8.5 8.9 9.2 9.5 9.7 9.3 9.8 9.9 10.2 10.3 10.1

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 3.3 3.3 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4 3.4

Processing gains 1.6 1.7 1.7 1.7 1.7 1.7 1.8 1.7 1.8 1.8 1.8 1.8 1.8

Total non-OPEC supply 44.6 45.7 46.5 47.7 48.1 47.6 48.5 48.0 49.1 49.2 48.9 49.5 49.2

OPEC NGLs 3.2 3.3 3.6 3.6 3.6 3.7 3.6 3.6 3.4 3.5 3.7 3.7 3.6

(b) Total non-OPEC supply 
and OPEC NGLs

47.7 49.1 50.1 51.3 51.7 51.3 52.2 51.6 52.5 52.7 52.6 53.2 52.8

OPEC crude supply and balance

OPEC crude oil production1 26.5 27.9 27.2 25.1 24.6 25.5 26.1 25.3

Total supply 74.2 77.0 77.3 76.5 76.3 76.8 78.3 77.0

Balance2 -1.1 1.1 0.9 -0.2 1.5 0.2 0.0 0.4

Stocks

Closing stock level (outside FCPEs) m b

OECD onland commercial 2446 2530 2622 2599 2644 2565 2484 2484

OECD  SPR 1228 1210 1222 1237 1247 1250 1273 1273

OECD total 3674 3740 3844 3837 3891 3815 3757 3757

Other onland 983 1000 1028 1026 1041 1020 1005 1005

Oil on water 808 876 829 808 817 819 833 833

Total stock 5465 5617 5701 5670 5748 5654 5594 5594

Days of forward consumption in OECD

Commercial onland stocks 51 53 55 56 56 53 51 52

SPR 26 25 26 27 26 26 26 27

Total 77 78 81 83 82 78 77 78

Memo items

FSU net exports 3.4 4.1 4.6 5.0 5.7 5.8 5.5 5.5 5.8 6.2 6.5 6.2 6.2

 [(a) — (b)]       27.7 26.9 26.3 25.4 23.2 25.2 26.1 25.0 25.3 23.1 24.5 25.8 24.7
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Graph 1:
Evolution of spot prices for selected OPEC crudes

November 2002 to February 2003
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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, 2002/03                                                                                                                 ($/b)

Member                                              2002                                                                                    2003
Country/            June    July    Aug    Sept     Oct     Nov    Dec                        January                                           February
Crude (API°)      4Wav  5Wav  4Wav 4Wav  5Wav 4Wav  5Wav   1W      2W     3W      4W   4Wav    1W      2W      3W      4W    4Wav

Algeria
Saharan Blend (44.1)  23.60    25.79    26.87    28.17    27.78    24.19    29.34    30.88    31.57    31.75    30.95    31.29    30.94    32.15    32.98    33.63    32.43

Indonesia
Minas (33.9)              24.60    25.27    25.92    27.58    29.69    28.11    32.80    34.03    32.42    32.19    30.64    32.32    30.80    31.69    32.29    32.76    31.89

IR Iran
Light (33.9)               22.52    24.37    25.20    26.87    26.05    22.24    26.40    27.69    29.42    29.69    29.73    29.13    30.35    29.67    29.53    29.99    29.89

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

Kuwait
Export (31.4)             23.80    24.39    25.14    26.64    26.23    22.97    25.65    26.92    27.59    28.67    29.15    28.08    29.26    30.00    30.25    30.58    30.02

SP Libyan AJ
Brega (40.4)              23.69    25.73    26.68    28.28    27.63    24.09    29.02    31.56    32.08    32.25    31.56    31.86    31.73    32.82    33.28    33.74    32.89

Nigeria
Bonny Light (36.7)    23.98    25.93    26.94    28.46    27.90    24.07    29.27    30.19    30.86    31.11    30.95    30.78    31.24    32.28    32.61    33.17    32.33

Saudi Arabia
Light (34.2)               24.42    25.13    25.63    27.10    26.95    23.87    26.56    27.67    28.69    29.77    30.27    29.10    30.37    31.03    31.35    31.68    31.11
Heavy (28.0)             23.49    24.36    24.98    26.33    25.85    22.42    25.42    26.62    27.29    28.37    28.87    27.78    28.97    29.83    30.15    30.48    29.86

UAE
Dubai (32.5)              23.87    24.66    25.22    26.72    26.41    23.28    25.81    26.87    27.44    28.65    29.10    28.02    29.19    29.93    30.12    30.51    29.94

Venezuela
Tia Juana Light1 (32.4) 22.54    23.97    25.14    26.31    25.40    22.92    27.09    29.73    30.28    30.80    29.76    30.14    29.83    31.23    31.58    32.21    31.21

OPEC Basket2    23.80    25.13    25.99    27.38   27.32  24.29  28.39  29.95  30.31  30.81  30.29  30.34  30.41  31.46  31.89  32.41  31.54

Table 2: Selected non-OPEC spot crude oil prices, 2002/03                                                                                          ($/b)

                                                               2002                                                                                    2003
Country/            June    July    Aug    Sept     Oct     Nov    Dec                        January                                           February
Crude (API°)      4Wav  5Wav  4Wav 4Wav  5Wav 4Wav  5Wav   1W      2W     3W      4W   4Wav    1W      2W      3W      4W    4Wav

Gulf Area
Oman Blend (34.0)   24.03    24.74    25.25    26.75    26.55    23.37    26.21    27.36    28.14    29.08    29.59    28.54    29.52    30.27    30.58    30.85    30.31

Mediterranean
Suez Mix (Egypt, 33.0) 21.63    23.61    24.49    25.69    25.00    21.57    26.64    27.96    28.21    27.60    26.90    27.67    27.56    28.96    29.56    30.07    29.04

North Sea
Brent (UK, 38.0)        24.04    25.79    26.68    28.28    27.69    23.99    28.83    31.01    31.53    31.70    31.01    31.31    31.38    32.47    32.93    33.39    32.54
Ekofisk (Norway, 43.0) 23.87    25.87    26.90    28.25    27.63    24.08    28.92    31.04    31.57    31.85    31.24    31.43    31.50    32.66    33.20    33.83    32.80

Latin America
Isthmus (Mexico, 32.8)  23.57    25.18    26.18    27.33    27.08    23.63    27.82    30.31    30.88    31.41    30.34    30.74    30.48    31.91    32.27    32.92    31.90

North America
WTI (US, 40.0)          25.42    26.87    28.41    29.52    29.00    26.31    29.66    31.87    32.60    34.29    33.55    33.08    33.52    35.40    36.72    36.89    35.63

Others

Urals (Russia, 36.1)  23.04    24.80    25.59    26.77    26.16    22.68    27.75    29.02    29.90    30.10    29.20    29.56    29.44    30.68    31.18    31.73    30.76
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes

November 2002 to February 2003
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Graph 3: North European market — bulk barges, fob Rotterdam

Table 3: North European market — bulk barges, fob Rotterdam ($/b)

Source: Reuters. Prices are average of available days.

naphtha regular gas 
unleaded 76

premium gas 
unleaded 95

gasoil jet kero fuel oil 1%S
fuel oil 
3.5%S

2001 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 21.42 20.87 20.93 21.55 23.46 16.20 15.25
February 23.77 21.18 21.17 21.69 23.43 14.70 15.52
March 28.27 25.63 25.74 25.05 26.73 17.25 17.86
April 29.29 29.77 29.94 26.53 28.01 19.51 19.93
May 27.68 29.14 28.94 26.54 28.99 19.93 21.02
June 24.33 28.90 29.02 25.97 28.04 19.32 19.94
July 28.20 30.61 30.77 27.80 29.11 21.18 21.02
August 30.23 30.95 31.14 28.95 30.46 21.49 21.68
September 33.46 32.40 32.63 31.54 34.19 24.33 24.02
October 31.55 32.04 32.16 31.23 33.36 27.20 22.44
November 28.67 27.75 27.88 28.52 30.48 23.59 18.40
December 34.20 31.17 31.34 32.63 33.21 26.11 19.99

2003 January 40.35 35.19 35.31 35.22 36.66 26.83 25.97
February 43.96 39.13 39.15 41.16 43.08 30.77 25.93
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Graph 4: South European market — bulk cargoes, fob Italy

Table 4: South European market — bulk cargoes, fob Italy ($/b)

Source: Reuters. Prices are average of available days. na = not available.

naphtha gasoline premium
unleaded 95 gasoil jet kero fuel oil 1%S fuel oil 3.5%S

2001 February 26.04 31.89 31.32 29.11 18.8 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 29.4 17.71 15.89
July 21.95 25.55 27.77 27.15 17.73 15.59
August 22.26 26.6 na 27.74 18.2 16.93
September 23.46 29.93 na 29.36 18.99 17.44
October 19.14 23.55 na 23.61 15.61 15.07
November 16.22 19.41 na 20.54 13.61 12.48
December 16.91 19.11 na 19.16 15.15 13.15

2002 January 17.55 19.89 na 21.50 17.26 14.18
February 19.42 20.06 na 21.88 15.37 14.77
March 23.43 24.07 24.07 25.07 17.99 16.33
April 24.48 28.27 25.51 26.22 20.31 18.39
May 22.88 27.80 25.48 26.29 20.01 19.18
June 22.05 26.23 25.48 25.59 20.21 18.56
July 23.79 28.45 26.92 26.85 20.43 19.27
August 24.92 29.21 28.23 28.46 21.45 20.04
September 27.95 31.79 30.56 32.48 25.07 22.53
October 26.18 31.13 29.86 31.50 24.28 20.58
November 23.45 26.78 27.91 28.01 21.26 16.99
December 27.71 30.57 32.02 29.94 24.07 18.32

2003 January 33.02 34.20 35.05 33.12 29.15 23.71
February 35.86 38.05 40.11 39.94 31.05 24.65
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Graph 5: US East Coast market — New York

Table 5: US East Coast market — New York ($/b, duties and fees included)

Source: Reuters. Prices are average of available days.

gasoline premium
unleaded 95 gasoil jet kero

fuel oil 
0.3%S LP

fuel oil 1%S fuel oil 2.2%S

2001 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 22.53 22.23 23.35 19.23 16.08 15.30
February 23.01 22.51 23.96 18.09 14.83 14.42
March 28.94 26.48 27.00 21.79 19.43 19.05
April 31.00 27.78 28.61 25.24 22.24 21.59
May 29.18 27.70 28.70 25.62 23.37 21.73
June 29.78 26.89 28.34 24.63 22.70 21.54
July 31.90 28.26 29.84 25.79 22.55 21.60
August 31.96 29.22 31.31 26.63 25.43 23.51
September 32.61 32.25 34.11 27.52 26.02 25.35
October 34.44 31.98 33.97 28.33 26.39 24.43
November 31.43 29.98 30.79 26.94 23.86 21.46
December 33.59 34.21 34.67 32.62 26.68 24.30

2003 January 36.60 37.78 38.17 37.87 31.53 30.04
February 41.65 47.11 48.11 46.52 35.06 30.61
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Table 6: Caribbean cargoes — fob ($/b)

Source: Reuters. Prices are average of available days.

Graph 6: Caribbean cargoes — fob

naphtha gasoil jet kero
fuel oil

2%S
fuel oil
2.8%S

2001 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 19.63 21.49 22.24 14.50 13.89
February 21.30 21.80 23.41 13.62 13.54
March 25.86 25.77 26.72 18.25 18.09
April 28.55 27.31 28.33 20.79 20.59
May 27.14 27.28 28.31 20.95 20.65
June 26.85 26.49 27.66 20.79 20.36
July 27.98 28.11 29.43 20.88 20.67
August 28.73 28.83 30.53 22.78 22.52
September 32.16 31.91 33.67 24.55 24.77
October 32.54 32.04 33.23 23.70 23.86
November 24.39 29.65 29.51 20.73 19.97
December 31.43 33.64 34.27 23.58 23.18

2003 January 37.00 37.44 37.87 29.31 28.51
February 40.53 45.21 44.77 29.89 28.43
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Table 7: Singapore cargoes ($/b)

Source: Reuters. Prices are average of available days. na = not available.

Graph 7: Singapore cargoes

naphtha
gasoline premium 

unleaded 95
gasoil jet kero

fuel oil 
0.3%S

fuel oil 
180C

fuel oil
380C

2001 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 18.97 21.00 21.66 22.93 16.30 16.07 16.24
February 21.04 24.16 22.54 22.54 16.83 17.04 17.37
March 24.92 27.93 25.71 25.16 17.28 19.37 19.73
April 26.11 30.11 28.64 27.27 19.23 21.45 21.75
May 24.90 29.73 28.76 27.85 19.45 22.60 22.98
June 23.84 28.54 27.82 26.49 19.95 21.66 21.99
July 24.64 28.19 28.19 27.56 21.37 22.47 22.88
August 25.52 28.17 28.79 29.28 21.67 23.39 24.10
September 27.52 30.49 31.43 32.92 21.35 24.70 25.34
October 26.87 29.62 33.10 32.43 32.43 23.13 23.46
November 25.06 27.80 29.37 29.38 na 21.77 21.83
December 29.57 30.25 31.88 32.10 na 23.95 24.24

2003 January 32.21 34.34 34.23 34.37 na 26.51 26.97
February 37.34 40.14 39.35 39.27 na 29.05 29.33
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Table 8: Middle East — fob ($/b)

Source: Reuters. Prices are average of available days.

Graph 8: Middle East — fob

naphtha gasoil jet kero
fuel oil
180C

2001 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 18.55 19.50 21.62 14.95
February 20.11 20.21 21.12 16.00
March 24.27 23.28 23.65 18.41
April 26.03 26.30 25.92 20.52
May 24.98 26.63 26.56 21.60
June 23.82 25.89 25.09 20.64
July 24.37 26.06 26.08 21.46
August 25.15 26.37 27.58 22.30
September 27.13 28.90 31.19 23.66
October 26.53 30.81 30.84 22.05
November 24.50 27.03 27.63 20.31
December 28.14 28.53 29.77 21.95

2003 January 30.36 30.66 31.79 24.57
February 34.85 35.81 36.77 27.31
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Riyadh — The Saudi Arabian Basic Industries Corporation 
(SABIC) has announced a 60 per cent rise in its net profit to 
$758.4 million for 2002.
     Releasing its fourth-quarter and full-year results for 2002, 
the company said that strong growth during the year saw total 
sales fetch $9.07 billion, 18 per cent higher than the $7.73bn 
recorded the year before.
     Commenting on the results, SABIC Vice-Chairman and 
Managing Director, 
Mohamed Al-Ma-
dhi (pictured), said: 
“An increase in sales 
and the stability of 
petrochemical prices 
contributed to these 
encouraging results. 
I expect this trend 
to continue during 
the first quarter of 
2003.”
      He said production 
last year increased to 
40.6 million tonnes, 
compared with 35.4m 
t in 2001, an increase 
of 14.7 per cent.
     “The acquisition 

of DSM Petrochemicals, our restructuring drive, our business 
transformation project, and the closure of a number of major 
long-term contracts, all helped play a role in these successful 
results,” Al-Madhi noted.
     “Our 25th anniversary year has seen SABIC undergo tremen-
dous changes as we continue towards our vision of becoming 
a leader in the global petrochemical industry,” he added. 
     SABIC is the Middle East’s largest petrochemical company. It 

was founded in 1976, 
when the Saudi gov-
ernment decided 
to use hydrocarbon 
gases released in the 
production of oil as 
raw material for the 
production of chemi-
cals, polymers and 
fertilizers. 
 The govern-
ment owns 70 per 
cent of SABIC, with 
the remaining 30 per 
cent held by private 
investors in Saudi 
Arabia and other Gulf 
Co-operation Coun-
cil (GCC) countries.

Saudi Arabia’s SABIC
posts 60 per cent rise in profit

Photo: SABIC

GCC states need 100 gw 
of electricity capacity by 2020

Abu Dhabi — The Gulf Co-operation Council (GCC) 
states will have to build 100 gigawatts (gw) of power genera-
tion capacity before 2020, at a cost of $150 billion, to meet 
the region’s rapidly-expanding demand for electricity, according 
to an industry expert.
     The Vice-Chairman of the World Energy Council (WEC), 
Hisham Khatib, said that regional power needs were growing 
faster than previously forecast — at three times the world 
average.
     “In order to meet the huge demand for electricity, GCC 
countries will have to invest an average of $8bn every year, 
more than half of which will have to be spent by Saudi Arabia 
alone,” Khatib noted.
     “The big question is: where will the money come from? 
Only a few Arab electricity utilities can attract reasonable for-
eign investment, as international investors consider the Middle 
East too risky,” he added.
     Khatib was addressing the Middle East Electricity Ministers’ 

Summit earlier this year, which was held at the Dubai Inter-
national Exhibition Centre, alongside Middle East Electricity 
2003 — the region’s leading power generation and electricity 
industry exhibition.
     He said there was an urgent need for the region’s govern-
ments to look at other ways to meet the cost of new energy 
projects, including accessing local stock markets and utilizing 
financial instruments, such as bonds. 
     “Self-financing, on its own, will not be enough to pay for 
the expansion,” Khatib was quoted as saying by the United 
Arab Emirates news agency (WAM).
     “Most Arab utilities collect less than half their bills. This 
is a financial disaster. Other sources of funding are needed,” 
he maintained.
     Khatib called on Arab governments to privatise electricity 
utilities, starting with the distribution networks. “This will 
improve the utilities’ financial viability and give them the clout 
to collect their bills,” he said.
     Khatib also urged governments to end subsidies, saying 
that energy tariffs should reflect the actual cost of electricity. 
“Subsidies divert resources from their optimal use. They lead 
to waste, overuse and misuse,” he pointed out.
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     The three-day summit brought together government deci-
sion-makers, leading regional and international power companies, 
and respected industry advisors to discuss how new strategies 
and technologies could meet the region’s burgeoning energy 
needs.
     It was held alongside the first annual showing of Middle 
East Electricity, an event that featured over 600 exhibitors 
from 34 countries. Many of the world’s largest power industry 
names also participated in the exhibition.

Value of domestic energy
demand in Iran set to double

household energy consumption in favour of the manufacturing 
sector. Some 1,200 experts attended the two-day meeting.
     In a related story, the Iranian Minister of Energy, Habibol-
lah Bitaraf, said recently that Iran had developed its own gas 
turbine industry, unprecedented in a developing country.
     “The transfer of know-how and technology into the country 
is in line with the special priority given to the development 
of domestic independent industries,” he was quoted as saying 
by the Iranian News Agency.
     “Power production has increased from 7,000 megawatts 
(mw) in 1996 to 30,000 mw in 2002. The boost shows the 
significance given by the government to take fundamental 
measures,” he added.
     The Minister noted that the current production capacity 
was forecast to expand to 60,000 mw in 2012. Investment for 
such a development had already been made.
     Bitaraf said attracting investment from the private sector and 
from foreign sources was also given priority by his ministry.
     “In the budget draft for the new Iranian year, the Majlis has 
permitted the cabinet to sign contracts with foreign partners 
to establish power plants and produce 12,000 mw of power,” 
he said.

UAE fiscal reserves acceptable by 
international standards — IMF 

Abu Dhabi — Strong oil prices over the past few years 
have allowed the United Arab Emirates (UAE) to record large 
fiscal surpluses and consolidate its international cash reserves, 
according to figures released by the International Monetary 
Fund (IMF).
     The UAE’s total reserves, excluding gold, stood at $14.23 
billion at the end of June last year, its highest-ever level and 
the second-largest in the 22-nation Arab League, after Algeria’s 
$21.49bn, the figures showed.
     The UAE’s reserves have steadily grown over the past few 
years and such increases have enabled it to overtake Saudi 
Arabia, whose reserves receded to around $14.02bn at the 
end of September last year, compared with nearly $17.16bn 
in September 2001.
     The reserve position in June meant that the UAE could 
provide a coverage period of four to five months for its imports, 
an acceptable level by international standards.
     The level was more than five months in 2001, although 
the reserves were higher in 2002. Experts said the decline was 
due to a large increase in the UAE’s imports of goods, which 
were estimated at nearly $37.6bn. 
     The June reserves were almost double their level at the end 
of 1995, when they stood at around $7.47bn. In the following 
years, they steadily climbed as the government took advantage 
of strong oil prices to strengthen the country’s financial posi-
tion. 
     The UAE has earned more than $55bn from oil and gas 
sales over the past three years as a result of strong crude prices 
that have remained above an average $23/barrel.
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Tehran — The Iranian Minister of Petroleum, Bijan Namdar 
Zangeneh (pictured above), has said that the value of energy 
consumed domestically was expected to double to $40 billion 
in the next two decades.
     He called for plans to be drawn up to ensure the consump-
tion of energy and rid the country of such a heavy financial 
burden.
     Zangeneh told a seminar on the optimization of household 
energy consumption that the cost of energy consumed in Iran 
would rise to $20bn by end of the Iranian year (March 2003), 
compared with $18.2bn in 2000, and $12.4bn in 1992.
     He said his Ministry aimed to lower the total share of 
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     Such a high income has allowed the country to record large 
surpluses in its trade balance and the current account, despite 
a steady growth in imports of goods and services. 
     The surplus in the current account, the external balance 
of goods, services, transfers and investment return, climbed 
to its highest level of $13.7bn in 2000 after crude prices shot 
above $27/b, their highest average since the end of the oil 
boom years.
     The surplus slipped to $8.8bn in 2001 and was expected 
to remain high last year because of strong exports and a high 
overseas investment yield.
     Although the UAE’s consolidated financial account, cover-
ing the federal budget and local spending by each emirate, has 
suffered from persistent deficits over the past decade, it has 
had no impact on the country’s reserves with the IMF.
     As a result, the UAE’s public debt has remained negligible, 
when compared with that of other Middle East oil-producing 
nations.

Joint venture petrochemical 
complex opens in Qatar

New York — The Qatar Chemical Company (Q-Chem), a 
joint venture between the Chevron Phillips Chemical Com-
pany and Qatar Petroleum (QP), recently announced the 
inauguration of their world-scale petrochemical complex at 
Mesaieed, Qatar. 
     The integrated petrochemical complex includes a 500,000 
tonnes/year ethylene cracker, a 453,000 t/y polyethylene plant, 
and a 47,000 t/y 1-hexene plant.
     The President and Chief Executive Officer of Chevron 
Phillips Chemical, Jim Gallogly, commented on the project: 
“The inauguration of Q-Chem is Chevron Phillips Chemical 
Company’s latest demonstration of our commitment to laying 
a solid foundation for growth.”
     “We are pleased to have reached this milestone and con-
gratulate our partner QP and our colleagues. We look forward 
to operating successfully (in projects) that benefit the state of 
Qatar and our customers around the world,” he said.
     Qatar’s Minister of Energy & Industry and Chairman of 
QP, Abdullah Bin Hamad Al Attiyah, praised the Qatari Emir 
for the success of Q-Chem. 
     “The construction and start-up of this plant was made 
possible through the relentless support of the Qatari Emir, 
Sheikh Hamad Bin Khalifa Al Thani, whose leadership and 
vision initiated this industrial renaissance we are witnessing 
here in Qatar,” Al Attiyah said.
     Q-Chem is expected to employ 575 employees and contrac-
tors at Mesaieed and Doha. Mesaieed is located south of the 
capital city of Doha. Q-Chem is the first of three joint-venture 
projects between QP and Chevron Phillips Chemical.
     The next project, Q-Chem II, is a joint venture that will 
include new polyethylene and normal alpha olefins plants ad-
jacent to the existing Q-Chem complex. Both processes will 
utilize Chevron Phillips Chemical’s proprietary technology.

     The third project is the construction of an ethane cracker in 
northern Qatar, at Ras Laffan industrial city. The cracker will 
provide ethylene feedstock to the derivative units at Mesaieed, 
via pipeline.
     Chevron Phillips Chemical has a 49 per cent stake in Q-
Chem, while the other 51 per cent is held by QP.

Algeria’s NEAL signs membership 
accord with SolarPACES

Algiers — The recently-formed New Energies Algeria (NEAL) 
has signed an agreement at the headquarters of the Interna-
tional Energy Agency (IEA) in Paris to join the solar power 
organization, SolarPACES.
     NEAL, which is a joint company specializing in renewable 
energy, was set up last year by Algeria’s two leading energy 
firms, Sonatrach and Sonelgaz, and the Algerian private group, 
SIM.
     SolarPACES, managed under the umbrella of the IEA, 
brings together expertise from around the world to focus on 
the development and marketing of solar power systems in 
an attempt to help find solutions to the world’s energy chal-
lenges.
     The signing ceremony was attended by the Algerian Min-
ister of Energy and Mines, Dr Chakib Khelil, who noted that 
NEAL’s membership of SolarPACES testified to his country’s 
determination to resolutely support a thoughtful approach to 
the lasting development of the planet.
     He added that it was also one of the objectives expected 
from a vast programme that would make renewable energy a 
reality in Algeria.
     “These ambitious objectives for a country like ours aim at 
bringing the contribution of renewable energy to five per cent 
of the Algeria’s global consumption of energy from now until 
2010,” the Minister pointed out.
     Khelil said the programme was also aimed at giving re-
newable energy a comfortable position in the framework of 
the strategic partnerships Algeria was seeking to develop with 
Europe. 

Non-oil trade boosts exports
from Indonesia in 2002

Jakarta — Indonesian exports rose by 1.21 per cent to a 
value of $57 billion last year, boosted by strong demand for 
agricultural goods and low-end manufacturing products, accord-
ing to the country’s Central Bureau of Statistics, or BPS.
     “The increase in the full year was mainly driven by a rise 
in non-oil and gas exports. The rise was good enough to offset 
a decline in oil and gas exports,” the Jakarta Post newspaper 
quoted BPS Chief, Soedarti Surbakti, as saying.
     The country’s non-oil and gas exports increased by 2.8 per 
cent to $44.9bn during the year, up from $43.7bn in 2001, 
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but oil and gas exports dropped to a value of $12.1bn from 
$12.7bn in 2001. 
     Soedarti said the export performance during the year was 
helped by a better than expected showing of the economies 
in Japan, the United States and Singapore. 
     The three countries were the main export destinations for 
Indonesian goods, he said, absorbing around 38.6 per cent of 
the country’s total non-oil and gas exports.
     Imports last year rose by a marginal 0.9 per cent to $31.24bn, 
resulting in an annual trade surplus increase of 1.5 per cent 
to $25.75bn, compared with $25.36bn in 2001. 
     The government aims to raise this year’s non-oil and gas 
exports by five per cent, mostly relying on agriculture and low-
end manufacturing products, which have proved to be relatively 
resilient against recessions in the developed economies. 
     Meanwhile, the Indonesian economy is projected to grow by 
around four per cent in 2003, slightly higher than in 2002.

IMF directors commend Kuwait 
for prudent economic policies

New York — The executive directors of the International 
Monetary Fund (IMF) have commended Kuwait for its con-
tinued pursuit of prudent fiscal monetary policies in an open 
and free exchange and trading system.
     The policies had resulted in a strong macroeconomic posi-
tion, characterized by large fiscal and external current account 
surpluses, a stable financial system, and low inflation, despite 
wide fluctuations in global oil prices and a difficult external 
environment, the IMF said in a statement.
     While the medium-term outlook remained favourable, the 
directors said that under current policies the Kuwaiti economy 
also faced a number of challenges. The fiscal and current ac-
count surpluses, while still sizeable, would likely decline over 
time and remain vulnerable to oil price fluctuations. 
     The country’s rapidly-growing population might generate 
unemployment pressures if non-oil growth remained subdued, 
and looking further ahead, sustaining inter-generational equity 
could become more difficult.
     The directors commended the authorities for address-
ing these emerging challenges by promoting non-oil growth 
through structural reforms to increase the role of the private 
sector and spur foreign direct investment, further deepening 
and widening the financial sector and improving labour market 
performance.
     They maintained that efforts to further strengthen the 
budget structure would provide welcome support to these re-
forms, while allowing continued growth in per capita wealth. 
The directors highlighted the progress achieved to date in 
implementing the reform agenda.
     In particular, they praised the authorities for their effec-
tive supervision of the financial sector, the continued strong 
progress toward conformity with the Basel core principles for 
effective banking supervision, and the improvements in stock 
market regulation.

     Kuwait’s commitment to undertake a financial sector assess-
ment programme exercise was welcomed by the directors, who 
also praised the strengthening of the comprehensive framework 
to combat money laundering.
     They also supported the authorities’ strategy to address 
emerging unemployment pressures through the development 
of skills that would be needed by the private sector in the 
period ahead.

Iran generates over 6,000 mw
of electricity from wind power

Rasht, Iran — Over 6,000 megawatts (mw) of electricity 
is currently produced in Iran by wind power, according to the 
Managing Director of the country’s New Energies Organiza-
tion, Yousef Armoudeli.
     Speaking at a ceremony to launch the first wind turbine 
produced domestically at Manjil, he announced that 10 mw 
of electricity was currently exploited across the country.
     He noted that a 30 mw wind-operated power plant would 
soon be installed and implemented in the Binaloud region of 
Khorassan Province.
     Armoudeli added that a primary test of the level of the 
wind’s force across the nation had already been conducted, 
with the objective of establishing wind-operated power plants, 
the official Iranian News Agency reported.
     He noted that a credit of nine billion rials had been al-
located for this purpose in the new Iranian year (starting on 
March 21).
     “Currently, wind-operated power plants generate 36 mil-
lion kilowatt/hours of electricity across the nation and this is 
supplied to the national power network,” he added.

Algeria, ADB sign $120m loan
agreement for telecommunications

Algiers — Algeria and the African Development Bank (ADB) 
have signed a $120 million agreement to finance operations 
in the country’s telecommunications sector, it was announced 
in the capital recently.
     According to an ADB statement, the move was in keeping 
with the Algerian government’s reforms and investment policies 
for the 2000-05 period.
     During this time-span, the government aimed to liberalize 
its entire telecommunications sector, through the establishment 
of new structures and the incorporation of private operators, 
the statement said.
     The ADB financing would also contribute to the dissemi-
nation of new information technology that had an increasing 
number of relevant applications in Algeria.
     In addition, it would help the Algerian Post and Telecom-
munications Regulatory Authority to become autonomous, and 
help meet demand in terms of interconnections.
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PRIL 2003 marked an historic occasion for 
the OPEC Fund. With the batch of fresh 
commitments approved at the 102nd meeting 
of its Governing Board on April 16, the insti-

tution celebrated its 1,000th loan approval. Announc-
ing the achievement, Governing Board Chairman, 

Dr Saleh A Al-Omair, described it as “a milestone on 
the path of the Fund’s growth,” and congratulated 
board members, management and staff on “an ac-
complishment they can rightly be proud of.”
     The recipient of the 1,000th loan was the Republic 
of Namibia. Fund resources totalling $6.62 million will 
be used to improve the country’s vocational training 

sector. It is the Fund’s first operation in the southern 
African republic.
     Reflecting on the true meaning of this landmark 
figure, the Chairman noted that the Fund’s loans 
had financed “thousands of kilometres of roads, 
thousands of classrooms and thousands of hectares 
of land development,” as well as countless other im-
provements in the areas of health, energy, industry, 
water supply and sanitation. These efforts, he said, 
had helped ease the movement of goods and people, 
facilitated access to jobs and social services, educated 

Fund notches up 
1,000th loan

A

The water, education, health care and agriculture sectors are just 
some of the many that have benefitted from Fund loans. 

by Audrey Haylins
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ith the food crisis in Africa reaching criti-
cal proportions, the Fund has stepped in 

with $20 million in aid to help rush urgently 
needed supplies to the most severely affected countries. 
The proceeds will be disbursed through an emergency 
account, set up especially for that purpose, and chan-
nelled primarily through the World Food Programme 
(WFP), the UN lead agency co-ordinating the global 
response to the crisis.

 

     Africa is a long-suffering continent in terms of 
drought and famine, particularly in regions south of 
the Sahara, where people have become accustomed to 
the perpetual cycle of erratic weather patterns, failed 
crops and, of course, hunger. For these many millions, 
the threat of starvation is never far from the door, and, 
too often, an unwelcome visitor.

An unprecedented crisis
     The current emergency has been triggered not just 
by drought, but by a combination of other underlying 
problems, including internal conflict, governance issues 
and the HIV/AIDS pandemic. In total, an estimated 
30 million people in the Horn of Africa, Southern 
Africa and the Western Sahel are on the brink of 
starvation.
     The food shortages are believed to be the most 
serious ever experienced on the continent. Launching 
a global appeal in December last year, the WFP stated: 
“…the scope and depth of this crisis is unprecedented 

OPEC Fund provides $20m in aid to combat
worst ever food shortage in Africa

W

thousands of children, and improved food security, nutrition 
and health services. “We have been instrumental in bringing 
improved living standards and longer life expectancy to not 
just thousands, but millions of the world’s poor,” he said.

A sympathetic development partner
     Dr Al-Omair acknowledged the huge effort behind the 
Fund’s achievements and paid tribute to the institution’s “sound 
policies, its integrity and its sense of purpose.” These attributes, 
he declared, were largely responsible for the institution’s success 
and the high regard with which it was held within the wider 
development community. The Chairman also remarked on the 
“bonds of solidarity” that unite the Fund’s member countries 
with its beneficiary countries. This special relationship, he 
said, had helped make the Fund a unique and sympathetic 
development partner.
     The Chairman noted that since the Fund’s establishment 

27 years ago, it had enjoyed “many moments of satisfaction.” 
He recalled, too, some of the difficulties encountered over the 
years, but asserted, nevertheless, that the Fund had achieved 
many of its objectives. “That we have weathered so many 
storms and come so far is no mean feat,” he stated. Looking 
to the future, Dr Al-Omair said that the Fund should draw 
on its success to muster the energy and conviction it needs 
to continue its good work. “Among the many lessons we have 
learned over the years is that the job of development is never 
done,” he concluded.
     Since its inception in 1976, the Fund has provided loans 
in support of development projects and programmes in all 
developing regions of the world. Every economic sector, and 
well over 100 needy countries, have benefited from assistance 
totalling around $5.4 billion, a figure that rises to over $6.6bn 
when grants and contributions to the resources of other or-
ganizations are taken into consideration. 

The Fund has provided $20 million to combat the food crisis 
that is threatening many African countries such as Lesotho.

by Audrey Haylins
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and it will require an unprecedented and urgent response.” 
While the international donor community has reacted gener-
ously, substantial gaps still remain in meeting current needs, 
and concern is growing over the likelihood of even poorer 
yields in forthcoming harvests.

Many regions face famine
    In the Horn of Africa, Ethiopia and Eritrea are the worst 
hit, with both countries struggling to cope yet again with the 
consequences of poor and delayed seasonal rains. The resultant 
drought has devastated crop and livestock production, creating 
extreme food insecurity, especially among poorer families who 
have not yet recovered from the effects of the last food crisis 
in 2000.
     A similar story is unfolding in Southern Africa, where some 
countries have experienced the longest dry spell in 20 years. 
The drought has severely disrupted the commercial farming 
sector, seriously compromising production levels and causing 
a steep rise in the price of staple food. Subsistence farmers, 
too, have been hard hit. With little to show for their efforts, 
smallholders face having to buy food on the market, many 
selling their remaining assets in order to do so.

     The picture is also bleak in the Western Sahel, especially in 
Mauritania which declared a national disaster in September 2002. 
As the situation deteriorates, a United Nations Children’s Fund 
(UNICEF) survey has identified widespread malnutrition among 
the country’s children, in many cases to a severe extent.

Food and other aid to worst hit countries
     Resources from the Fund’s emergency account will be chan-
nelled to areas of greatest need in Eritrea, Ethiopia, Lesotho, 
Malawi, Mauritania, Mozambique, Swaziland, Zambia and 
Zimbabwe. Working closely with the recipient governments 
in order to identify priority requirements, the Fund will provide 
not only food but also other emergency items as requested by 
the concerned countries.
     The current action is by no means the first time that the Fund 
has intervened to supply large-scale food aid. In 1981, when many 
parts of Africa were struck by prolonged drought and famine, the 
Fund contributed $25m to the International Food Reserve. When 
famine hit again in 1984, many countries donated food, but there 
was a shortage of transport to distribute it. On this occasion, the 
OPEC Fund provided $5m for the purchase of vehicles to speed 
up the delivery of food supplies to the affected areas.

UN relief agencies 
such as the World 
Food Programme 
will distribute 
aid to the poor 
in countries like 
Zimbabwe.

Photo: WFP/Richard Lee



68                                                                                                                                                                                                OPEC Bulletin

O P E C  F U N D  

March/April 2003                                                                                                                                                                                           69

O P E C  F U N D

Loans signed

BANGLADESH.
Amount: $10 million.
Project: Road network improvement and 
maintenance.
Interest rate: one per cent per annum. 
Executing agency: Roads and Highways 
Department under the Ministry of Com-
munication.
Total cost: $103.4m.
Co-financiers: Asian Development Bank, 
Government of Bangladesh.
The loan will help finance a road rehabilita-
tion scheme. Rehabilitation works will entail 
the reconstruction, widening and re-shaping 
of five feeder roads and two sections of the 
Nymensingh-Nandail regional route. Total-
ling 174 km, all stretches will be upgraded to 
double bituminous standard with a 20-year 
life span, and shoulders added to accom-
modate non-motorized and slow vehicle 
traffic. A periodic maintenance plan will be 
implemented for 400 km of priority roads 
in areas with the highest poverty levels, and 
routine maintenance will be carried out on 
50 km of regional roads. A safety assess-
ment will be conducted on an additional 
200 km of roads and improvements made 
accordingly, such as the installation of safety 
markers and signs, enlarging heavily-traveled 
sections and construction of speed bumps. 
A public awareness programme on road 
safety will also be established.

HONDURAS.
Amount: $5m.
Project: Potable water and sanitation 
investment.
Interest rate: two per cent per annum.
Executing agency: Ministry of Finance, 
municipalities.
Total cost: $50m.
Co-financiers: Inter-American Develop-
ment Bank, Government of Honduras.
The loan will support a government initia-
tive to increase access to water supplies and 
basic sanitation, giving the highest prior-
ity to rural and other deprived regions. In 
addition to renovating existing infrastruc-

February 2003

Grants approved
OPEC Fund supports 
projects in Honduras

HONDURAS. $100,000.
The grant was extended to co-finance a 
project to help Honduras create a national 
energy policy and, in turn, promote socio-
economic development. The United Na-
tions Development Programme (UNDP) 
has entered into a partnership with the 
Honduran Ministry of Natural Resources 
and Development (SERNA) to create a 
project that will strengthen the national 
energy policy framework and promote 
sustainable development, placing a strong 
emphasis on utilizing renewable, more ef-
ficient fuel sources. UNDP will provide 
SERNA with the necessary technical 
expertise and financial support to achieve 
this aim. Once the regulatory framework is 
put into place, it will enable Honduras 
to enact laws and regulations in accord-
ance with the new set policy which is 
also anticipated to spur investment in the 
private sector.  

OPEC Fund helps develop renewable 
energy sources in Haiti

HAITI. $110,000.
A $110,000 grant was approved to co-fi-
nance a project to develop Haiti’s energy 
sector, promoting more environmentally 
sound methods, and placing a strong 
emphasis on addressing the needs of the 
rural poor. Issues will focus on boosting 
the participation of relevant stakeholders 
in formulating rural energy policies and 
dialogue processes; promoting decentral-
ized energy service delivery options to meet 
the needs of selected pilot localities; and, 
implementing institutional and capacity 
building measures.  Targeted beneficiaries 
of the project will be local communities 
in north-east Haiti.

ture, this project will also place emphasis 
on implementing institutional reforms 
and capacity building measures to ensure 
efficient and sustainable management of 
the services. Each community will create 
their own water and sanitation committee 
to help establish, publicize and disseminate 
new policies. Funds will be made available 
through the provision of sub-loans chan-
neled through a municipal development 
trust fund. Once the institutional framework 
is put into place, the civil works component 
will provide beneficiary households with 
piped water and install the required number 
of wastewater disposal systems.  

MOZAMBIQUE.
Amount: $4m.
Project: Eduardo Mondlane University.
Interest rate: one per cent per annum.
Executing agency: Eduardo Mondlane 
University.
Total cost: $8.89m.
Co-financiers: Arab Bank for Economic 
Development in Africa, Government of 
Mozambique.
The loan will help finance a project to ex-
pand the Eduardo Mondlane University. 
Under the project, several buildings will 
be constructed to house the departments 
of Mathematics, Computer Science and 
Biology. Each will be designed with the 
appropriate classrooms, laboratories, lecture 
halls, computer labs and staff offices, and 
furnished accordingly. In order to strengthen 
communication and co-ordinate activities 
a new 3,600 square metre administrative 
building will centralize departments that 
are currently housed in widely-scattered, 
improvised facilities. Upon completion of 
the project, it is anticipated that graduates 
of the university will increase by 40 per 
cent, boosting the number of trained and 
qualified professionals, and in turn, helping 
improve Mozambique’s economy.

MALI.
Amount: $9m.
Project: Ké-Macina agricultural rehabili-
tation.
Interest rate: one per cent per annum.

News from the OPEC Fund
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Executing agency: Office du Niger, au-
tonomous entity under the Ministry of 
Rural Development and Environment.
Total cost: $22.3m.
Co-financiers: Kuwait Fund, Govern-
ment of Mali.
The  loan will co-finance the second phase of 
an ongoing project to expand the irrigation 
network and develop rural infrastructure 
in the Ké-Macina region. Works will entail 
the construction of a 132-km irrigation 
system including all the necessary struc-
tures and gates. The main irrigation canal 
built under Phase I will be upgraded and 
enlarged, and a 100-km drainage network 
installed. A 70-km earth road will be con-
structed through the area to facilitate the 
movement of agricultural goods. Another 
component comprises the provision of so-
cial infrastructure in Ké-Macina, including 
the drilling of wells, installation of tanks 
for fish farming, the construction of two 
schools, two farm stores and a small medical 
centre, the rehabilitation of the sewerage 
system and the installation of electrical 
services. The scheme is expected to boost 
food security and improve the living 
standards.
 
RWANDA.
Amount: $5m.
Project: The rehabilitation of three hy-
droelectric power stations.
Interest rate: one per cent per annum.
Executing agency: Ministry of Infra-
structure.

Total cost: $11.3m.
Co-financiers: BADEA, Government 
of Rwanda.
The loan will help finance the rehabilita-
tion of three hydroelectric power plants 
in the western provinces of Ruhengeri 
and Gisenyi. The government’s aim is to 
provide the population with an affordable, 
reliable supply of electricity and exploit 
renewable, alternative fuel sources. Un-
der the project, each plant will be com-
pletely renovated and modernized, and 
repairs made to associated dams and all 
connecting canals. In order to prevent 
damage to the plants’ powerhouses, ero-
sion and flood protection measures will 
also be undertaken. Other components 
include the construction of access roads 
and workshops and the implementation 
of capacity building schemes. These 
activities will foster socio-economic 
growth among numerous impoverished 
families, and help preserve the country’s 
fragile environment.

SRI LANKA.
A $5m line of credit was signed between 
the OPEC Fund and the Lanka ORIX 
Leasing Company of Sri Lanka.
Founded in 1980, Lanka ORIX was the 
first leasing company established in Sri 
Lanka, and currently provides services to a 
range of established concerns in the trad-
ing, transport, construction, agriculture, 
tourism and industrial sectors. This line 
of credit will provide funds that will en-

able the firm to expand its leasing opera-
tions and provide longer-term financing 
for small and medium-sized enterprises 
(SMEs). Easier access to term finance will, 
in turn, benefit the recipient SMEs, thus 
boosting employment levels and opening 
new opportunities for private enterprise 
in Sri Lanka.

UGANDA.
A $5m line of credit has been signed 
between the OPEC Fund and DFCU 
of Uganda. 
Based in Uganda’s capital city of Kampala, 
DFCU is the leading provider of term 
debt and equity financing in Uganda, 
where long-term financing is in rela-
tively short supply. The line of credit will 
assist with the development of DFCU’s 
longer-term financing and leasing busi-
ness and will enable the corporation 
to maintain and expand its client base 
of small and medium-sized companies. 
In addition, the credit line will en-
courage private sector development, help 
generate employment opportunities and 
promote economic growth in general. 

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

Above: A textile manufacturer in Sri Lanka will benefit, in turn, 
from the OPEC Fund line of credit given to the Lanka ORIX 
Leasing Company.

P
ho

to
: 

LO
LC

 C
or

po
ra

te
 P

ro
fil

e

P
ho

to
: 

B
A

D
E

A

Above: In line with the Rwandan government’s aim to provide af-
fordable and reliable electricity supplies, the OPEC Fund approved 
a $5m loan to rehabilitate hydroelectric power plants.
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OPEC Meetings

The 108th Meeting of the Board of Governors was held at the OPEC 
Secretariat in Vienna, Austria, February 18–20, 2003.

The 3rd Joint Meeting of OPEC/non-OPEC Experts was held in 
Bergen, Norway, February 28, 2003.

Secretary General’s diary

The Annual Meeting 2003 of the World Economic Forum 
was held in Davos, Switzerland, January 23–28, 2003.

An informal ministerial meeting on Energy of the European 
Union was organized by the Greek Ministry of Development, 
and held in Thessaloniki, Greece, February 22, 2003.

Secretariat missions

The 4th annual conference of the World Refining Association 
entitled Oil refining and petrochemicals in the Middle East was 
held in Abu Dhabi, United Arab Emirates, January 26–28, 
2003.

An experts’ group meeting on Promoting awareness and par-
ticipation in developing sustainable energy policies and systems, 
was organized by the United Nations Economic and Social 
Committee for Western Asia (UN ESCWA), and held in Abu 
Dhabi, UAE, February 2–5, 2003.

An inter-secretariat meeting on Oil data transparency (par-
ticipating organizations included the IEA, Eurostat, APERC 
and OPEC) was organized by the IEA and took place in 
Luxembourg, February 6, 2003.

The CERA Week 2003 — Cambridge Energy Research Associ-
ates (CERA) annual executive conference was held in Houston, 
Texas, USA, February 10–14, 2003.

The IP Week 2003 was organized by the Institute of Petroleum 
and held in London, UK, February 17–20, 2003.

The 20th Session of the Intergovernmental Panel on Climate 
Change (IPCC) was held in Paris, France, February 19–21, 
2003.

An experts’ group meeting on Regional energy services and 
WTO implications was organized by UN ESCWA, and took 
place in Beirut, Lebanon, February 20–21, 2003.

A forum on Perspectives on the upstream business of oil and 
gas was organized by HIS Energy and took place in London, 
UK, February 20–21, 2003.

A conference on Oil and gas: strategic dialogues was organized 
by the Royal Institute of International Affairs (RIIA) and 
took place in London, UK, February 24–25, 2003.

An Experts’ meeting of oil producing countries was organized 
by the Norwegian Ministry of Petroleum and Energy, and 
took place in Bergen, Norway, February 28, 2003.

Forthcoming OPEC meetings

The 42nd Meeting of the MMSC will be held in Doha, Qatar, 
on June 10, 2003.

The 125th (Extraordinary) Meeting of the OPEC 
Conference will be held in Doha, Qatar, on June 11, 
2003.

The Joint OPEC/IEA Workshop on Oil & Investments will 
be held at the OPEC Secretariat in Vienna, Austria, on 
June 25, 2003.

The 109th Meeting of the Board of Governors will be held 
at the OPEC Secretariat in Vienna, Austria, on August 
26, 2003.

The 100th Meeting of the Economic Commission Board (ECB) 
will be held at the OPEC Secretariat in Vienna, Austria, 
on September 19–21, 2003.

The 43rd Meeting of the Ministerial Monitoring Sub-Committee 
will be held at the OPEC Secretariat in Vienna, Austria, 
on September 23, 2003.

The 126th Meeting of the OPEC Conference will be held at 
the OPEC Secretariat in Vienna, Austria, on September 
24, 2003.

January/February
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