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A s the northern hemisphere winter 
approaches, oil prices, which have 

been setting new records on an almost daily basis 
in recent weeks, remain stubbornly high, with the 
OPEC Reference Basket remaining over $40/barrel. 
The reasons for this are by now well-known and will 
therefore not be examined again here, but the situation 
has certainly not been helped by yet another factor, 
the slow recovery of the oil-producing regions in the 
Gulf of Mexico from the effects of Hurricane Ivan.
    There is general agreement among oil producers 
and consuming nations alike that the current price 
level — while it will doubtless boost the bottom lines 
of the oil companies, both state and privately-owned 
— is not sustainable, for a variety of reasons. Certainly 
nobody wants to see global growth suffer a slowdown 
(or worse) due to high crude prices, since among the 
negative effects on the world economy would be a 
reduction in oil demand.
    These matters (and, of course, many others) were 
examined in depth at the OPEC International Seminar 
on September 16–17, which is covered elsewhere in 
this issue. The consensus view was that while there is 
no physical shortage of oil at present, a huge amount of 
investment will be required in the oil and gas industry 
in the coming years to prevent this from becoming 
a reality. And yet, although prices have been healthy 
over the past few years, this has not been reflected in 
terms of oil industry investment.
    According to a recent article in business magazine 

Investing in the future

As highlighted at the OPEC Seminar, 
persistently strong prices underline 

the need for greater petroleum
industry investment

Forbes, while demand has been growing at an annual 
rate of 1.5 per cent over the last five years, production 
capacity has grown at only 0.2 per cent. The result 
has been a gradual erosion of the global spare capacity 
cushion, which has now shrunk to the point where, 
although there is no shortage of oil, markets are nev-
ertheless nervous about potential supply disruptions 
and have driven prices relentlessly upwards. 
    Perhaps part of the reason for this lack of investment 
is that today’s oil industry landscape has been shaped 
by the price crash of 1998 and the resultant wave of 
mergers.  Driven by trends in global business, IOCs are 
under intense pressure to produce short-term profits. 
No shareholder wants to see their money invested in 
idle capacity. Meanwhile, as was pointed out at the 
Seminar, it will become increasingly difficult for the 
OPEC Members (which are, after all, developing 
countries) to maintain the capacity cushion alone.
    And yet, the paradox is that it is precisely such 
investment in spare capacity that is one of the things 
that will help to stabilize the market, bringing the price 
down to sustainable levels and thus ensuring that oil 
retains its place as the predominant fuel in the global 
energy mix for decades to come. The fact is, only 
OPEC has the massive reserves to both meet growing 
global demand and maintain a sufficient capacity cush-
ion. After all, the theme of the Seminar was Petroleum 
in an Interdependent World. And that is precisely what 
is needed to meet the world’s future oil needs: greater
interdependence and a stronger focus on partnership.
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132nd Conference increases ceiling by
1.0m b/d as oil prices remain firm

gainst a background of persistently 
strong oil prices, OPEC decided 
to increase its production ceiling 

(excluding Iraq) by 1.0 million barrels/day 
to 27.0m b/d when it met on September 
15 in Vienna.
     The decision, which takes effect from 
November 1 this year, was taken in order 
“to bring prices down further to a more sus-
tainable level, whilst, at the same time, vigi-
lantly monitoring market developments,” 
said an OPEC statement released at the 
end of the Meeting.

     “In taking this decision, the Organi-
zation reiterated its commitment to take 
action to stabilize the market at prices rea-
sonable to both producers and consumers,” 
it added.
     The sustained high prices, noted the 
statement, were “a result of such factors 
as the demand surge earlier in the year, 
especially in North America, China and 
Asian countries, geopolitical factors and 
concern about adequacy of spare capac-
ity to meet possible supply disruptions, 
exacerbated by the significant impact of 

speculators and by tightness experienced 
in the downstream industry.”
     OPEC’s timely actions had been ef-
fective in ensuring that the oil market re-
mained well supplied, and had resulted in 
a build-up of commercial OECD stocks 
to levels close to normal, thus succeeding 
in reversing the OPEC Reference Basket 
price trend down to levels around $38/b, 
it said.
     “The Conference expressed its expec-
tation that non-OPEC oil producers will 
take concrete measures to actively share 

A

The Ministers gather for a group picture (l-r): Iraq’s Minister of Oil, HE Dr Thamir A Ghadhban; Venezuela’s Minister of Energy and 
Mines, HE Rafael Ramirez; Nigeria’s Presidential Adviser on Petroleum & Energy, HE Dr Edmund Maduabebe Daukoru; Algeria’s Min-
ister of Energy & Mines, HE Dr Chakib Khelil; OPEC Conference President and Secretary General and Indonesian Minister of Energy 
& Mineral Resources, HE Dr Purnomo Yusgiantoro; Saudi Arabia’s Minister of Petroleum and Mineral Resources, HE Ali I Naimi; Qa-
tar’s Second Deputy Prime Minister and Minister of Energy & Industry, HE Abdullah bin Hamad Al Attiyah; Libya’s Secretary of the 
People’s Committee for Energy, HE Dr Fathi Hamed Ben Shatwan; Kuwait’s Minister of Energy, HE Sheikh Ahmad Fahad Al-Ahmad 
Al-Sabah; and the United Arab Emirates’ Minister of Petroleum and Mineral Resources, HE Obaid bin Saif Al-Nasseri.
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with the Organization the responsibility 
of maintaining price and market stability 
in 2005 and thereafter,” added the state-
ment.
     Speaking at the closing press confer-
ence, the OPEC Conference President and 
Secretary General, HE Dr Purnomo Yus-
giantoro, noted that the Organization was 
currently producing about 2.0m b/d over 
the official ceiling. 
     “As long as the price is still high, we will 
send a signal to the market that it should 
come down,” said Purnomo, who is also 
Indonesian Minister of Energy & Mineral 
Resources.

Additional spare capacity
     The OPEC Member Countries, he 
went on, had about 1.0–1.5m b/d of 
spare capacity, and about 1.0m b/d more 
would be added in the coming months.
     The Director of OPEC’s Research 
Division, Dr Adnan Shihab-Eldin, noted 
that geopolitical concerns were keeping 
oil prices high, but once these concerns 
subsided, prices would normalize and this 
would also release spare capacity.

Iraq’s Minister of Oil, HE Dr Thamir A Ghadhban (left), is 
greeted by Acting for the Secretary General, HE Dr Maizar 
Rahman.

The President of Venezuela’s PDVSA and former OPEC Secretary General, HE Dr Alí 
Rodríguez Araque (left), talks with his country’s Minister of Energy and Mines, HE Ra-
fael Ramirez.

Sudan’s Minister of Energy & Mining, HE Dr Awad Ahmed Al Jazz 
(left) in discussions with Qatar’s Second Deputy Prime Minister and 
Minister of Energy & Industry, HE Abdullah bin Hamad Al Attiyah 
(centre) and Syria’s Minister of Petroleum & Mineral Resources, HE Prof 
Dr Ibrahim Haddad.
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Above: Saudi Arabia’s Minis-
ter of Petroleum and Mineral
Resources, HE Ali I Naimi.

Below: The Russian delegation was headed by Vice-Minister of Industry & Energy, 
HE Andrei Reus (left), seen here with Stanislav Z Zhiznin (centre).

Above: Nigeria’s Presidential Adviser on Petroleum & Energy, HE Dr Edmund 
Maduabebe Daukoru (left) talks with Kuwait’s Minister of Energy, HE Sheikh Ahmad 
Fahad Al-Ahmad Al-Sabah.
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Above: Iran’s Minister of Petroleum, HE Bijan Namdar Zangeneh, talks to reporters.

Below: OPEC Conference President and Secretary General, HE Dr Purnomo Yusgiantoro (centre) delivers the 
opening address, flanked by the Chairman of the Board of Governors, Iván A Orellana (left) and Acting for the 
Secretary General, HE Dr Maizar Rahman.
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At the closing press conference are (l-r) Dr Rahman, Dr Purnomo, Dr Shihab-Eldin, and the Head of PR & Information Department, 
Dr Omar Farouk Ibrahim.

     OECD stocks, he said, were approach-
ing normal levels, and once the winter sea-
son was over, a significant moderation in 
prices could be expected.
     Asked whether OPEC was consider-
ing raising the limits of its price band, 
currently $22–28/b, Purnomo noted that 
this range had taken a long time to decide 
upon, and thus it could be expected that 
any proposed changes would also need to 
be studied thoroughly before coming to 
a decision.
     OPEC’s Long-Term Strategy team was 
continuing to study the issue in detail, said 
Purnomo. 

     The Vienna Conference was attended 
by senior oil and gas industry officials from 
six non-OPEC countries: the Ministers of 
Oil and Energy of Angola, Egypt, Sudan 
and Syria, and the Deputy Ministers of 
Mexico and the Russian Federation.
     Their presence, said the OPEC com-
muniqué, “underlines the importance 
these countries attach to constructive di-
alogue and co-operation with OPEC and 
its Member Countries.”
     The Conference also appointed the Ku-
waiti Minister of Energy, HE Sheikh Ah-
mad Fahad Al-Ahmad Al-Sabah, as Presi-
dent of the Conference for the year 2005, 

and the Nigerian Presidential Adviser on 
Petroleum and Energy, HE Dr Edmund 
Maduabebe Daukoru, as Alternate Presi-
dent for the same period.
     Algeria’s Governor for OPEC, Hamid 
Dahmani, was elected as Chairman of the 
Board of Governors for 2005, while Indo-
nesia’s Governor for OPEC, Dr Maizar Rah-
man, was elected as Alternate Chairman.
     An Extraordinary Meeting will be held 
in Cairo, Egypt, on December 10, 2004. 
After the Cairo Conference, OPEC’s next 
Ordinary Meeting will convene in Mah-
moud Abad in Iran on March 16, 2005, 
said the closing statement.
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“OPEC certainly does matter now and perhaps even 
more in the future. Had it not been for OPEC’s willing-
ness — in particular Saudi Arabia’s — to increase oil 
production this year, prices would be much higher…

 “The Organization’s Member 
Countries utterly dominate known oil 
reserves. They account for more than 
three-quarters of the total, the Mid-
dle East about two-thirds and Saudi 
Arabia alone about 23 per cent. And 
much of it is cheap to get at. 
 “Outside OPEC, new oil fields 
are increasingly in deep water or re-
mote or difficult locations. As long as 
we need oil, OPEC — or at least its 
Members — will have an increasingly 
important role to play.”

BBC News Online

 “… the agreement still has important sig-
nificance: it keeps the producer group sol-
idly ‘on message’ as a responsible planetary 
citizen, trying to cool down overheated oil 
prices for the benefit of consumers and the 
global economy, and it also has distinct ad-
vantages for the future production policies 
of individual Member Countries.”

Petroleum Intelligence Weekly

“The days have gone when OPEC … used 
the price of oil as a weapon. Its Members 
have long since reached an agreement with 
the industrialised West (now joined in its 
voracious thirst for oil by China) that both 
oil producers and consumers have to live to-
gether in the world economy, and a certain 
measure of stability suits both.”

The Guardian

What the papers said.. .
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The OPEC International Seminar on 
the theme of Petroleum in an Inter-
dependent World was held at the 
Intercontinental Hotel, in Vienna on 
September 16–17, 2004.

  

The venue, dinner and 
luncheon events at the 
Seminar were generously 
sponsored by Algeria’s 
Sonatrach, the National 
Iranian Oil Company, 
the Kuwait Petroleum 
Corporation, Libya’s 
National Oil Corporation, 
the Nigerian National 
Petroleum Corporation, Qatar 
Petroleum, Saudi Aramco 
and Venezuela’s PDVSA.

Around 500 participants benefit-
ed from the two-day Seminar pro-
gramme, which included address-
es from internationally-renowned 
speakers from many of the world’s 
biggest oil companies (both state-
owned and private), as well as ac-
ademics, analysts, and representa-
tives from the OECD nations and 

The OPEC International Seminar 2004 was organized by OPEC in partnership with IBC 
Global Conferences. Our sincerest thanks are due to all those whose hard work, dedication and 
professionalism helped to make the Seminar such a successful event.
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the OPEC Member Countries, to 
name but a few of them.

Important questions were asked 
about the many energy challenges 
facing the world, from the hot topic 
of capacity expansion to the role of 
natural gas, technological and en-
vironmental developments, and the 

use of petroleum in the light of sus-
tainable development.

Some of the key points raised at 
the event by the numerous distin-
guished speakers are summarised on 
the following pages. Also featured 
are in-depth interviews with some 
of the participants.
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Opening Session
Opening the Seminar, the President of the OPEC Conference and 
Secretary General, HE Dr Purnomo Yusgiantoro, noted that its 
theme, Petroleum in an Interdependent World, had been chosen be-
cause it embodied the principal challenges facing the petroleum in-
dustry. The choice of theme, he said, reflected the consensus view 
among analysts that petroleum would continue to be the leading en-
ergy source for decades to come. 
     “The world, and not just dominant sections of it, should be able 
to derive benefits from this remarkable natural resource, petroleum. 
Such benefit should be compatible with broader-based issues of man-
kind, such as sustainable development, environmental harmony and 
the eradication of poverty,” he said.

The Prime Minister of the SP Libyan AJ, HE Dr Shokri Mohamed 
Ghanem, noted in his special remarks that although the high oil prices 
seen recently had a number of positive effects such as enhancing the 
search for and extraction of oil and gas, and improving oil-related 
technologies, such increases should be gradual and in line with price 
increases of other commodities. 
     Prices, he said, were continuing to rise because of the sensitivity 
of oil markets to instability in the major oil-producing regions of the 
world. Oil-producing areas and pipeline corridors should be treated 
as if they were holy places, and peace should be promoted through-
out these regions so that the people there could benefit from the eco-
nomic activity brought by oil and gas production.
     Turning to Libya’s oil industry, the former Director of OPEC’s 
Research Division added that among the many changes that his coun-
try was witnessing were moves by major international companies to 
promote economic partnerships. These moves were welcomed because 
they would lay the foundations for Libya to enjoy greater access to 
the global economy. 

Session One
The first session, on the theme of the Global Energy Outlook and Chal-
lenges, was chaired by the United Arab Emirates’ Minister of Petroleum 
and Mineral Resources, HE Obaid bin Saif Al-Nasseri.
     He noted in his remarks that oil and gas demand had risen from 
around 47 million barrels/day in 1970 to 81m b/d today, and there 
was no sign of a slowdown. Non-OPEC production was expected to 
gradually decline due to limited resources, while reserves in some re-
gions may have been exaggerated by both companies and countries. 
Huge investment in OPEC Member Countries, especially in the Mid-
dle East, would be needed to enable them to meet future demand, 
he said, citing figures of $400 billion for oil and $200bn for gas by 
2025.

The Norwegian Minister of Petroleum and Energy, HE Ms Thorhild 
Widvey, noted that oil demand growth for 2004 would be the highest 
since the 1960s, and there were no indications that alternative fuels 
would be able take the place of oil any time soon. The question there-
fore arose, she said, as to whether the world was running out of oil. 
     Although most analysts agreed that there was sufficient oil for at 

HE Dr Purnomo Yusgiantoro

HE Dr Shokri Mohamed Ghanem
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least the next two to three decades, non-
OPEC production (with the exception of 
Russia) had been disappointing consider-
ing the recent high prices. The major oil 
companies, she said, should have invested 
more in exploration and production in re-
cent years.
     The Minister went on to say that trans-
parency in oil markets and the reliability of 
oil data was essential in promoting stabil-
ity and predictability. Market participants 
should have access to the best available in-
formation as a way of reducing volatility, 
she said.

The Executive Director of the Internation-
al Energy Agency (IEA), Claude Mandil, 
noted that the IEA was predicting that oil 
demand growth would remain strong for a 
long time, as it was used in sectors which 
were expanding and where there were no 
realistic alternatives, such as transporta-
tion and petrochemicals. Transport, he 

said, would account for more than 90 per 
cent of new demand.
     The causes of high prices, he said, in-
cluded low stocks and low spare capacity, 
whether this was upstream or downstream 
in the refining and transportation sectors. 
Investment would be needed not only to 
increase capacity to meet future growth 
and demand, but also to replace capacity 
in mature and declining fields. 
     The investment possibilities for the oil 
and gas industry included of course the 
OPEC Member Countries, where the na-
tional oil companies (NOCs) would con-
tinue to play a major role in developing 
their hydrocarbon reserves and would 
likely be given additional resources to in-
vest. The investment in OPEC Member 
Countries could also be carried out in part-
nership with international oil companies 
(IOCs), he added. 
     Asking the question as to whether there 
would be enough new fields to invest in 
over the next few years, Mandil noted that 
the IEA was optimistic about proven re-
serve levels, and technological advances in 
oil recovery would continue to be made 
during the coming decades. 
     In addition to supporting the devel-
opment of new technology, the actions 
that could help attract investment includ-
ed more transparent and comprehensive 
data, lifting restrictions on foreign invest-
ment and encouraging dialogue between 
all parties.

The Director of OPEC’s Research Di-
vision, Dr Adnan Shihab-Eldin, noted 
that up to 2003, OPEC had been large-
ly successful in keeping oil prices within 
the limits of the price band of $22–28/b. 
However, in 2004 prices moved above the 
upper level of the band due to a number of 
factors including stronger-than-anticipat-
ed growth, shrinking spare capacity both 
upstream and downstream, concerns about 
supply disruptions and increased specula-
tion in the futures markets.
     The challenge of stabilising prices, 
he said, would require striking a balance 
between capacity expansion and market 
requirements, while at the same time 
maintaining sufficient spare capacity and 
addressing downstream constraints. OPEC 
was currently producing close to 30m b/d, 
but if the demand surge continued, further 
capacity additions would be required. 

     In the medium to long term, a number 
of factors had to be taken into account, in-
cluding the state of the world economy, en-
ergy policies, technological developments 
and the price path, since it was well known 
that prices that were too high or too low 
could affect market stability. OPEC Mem-
bers offered good investment prospects, es-
pecially since one dollar invested in OPEC 
yielded about four times as much invest-
ment in non-OPEC, he said. 

Professor of Economics at the University 
of Grenoble and Special Adviser to So-
ciété Générale, HE Sadek Boussena, also 
addressed the question of recent high oil 
prices. Did the current market situation 
result from geopolitical tension in oil-pro-
ducing regions, or was it a forewarning of 
dramatic structural change in the indus-
try, he asked? In attempting to answer this 
question, one had to take into account a 
number of factors including the reliabil-
ity of oil statistics, the correct evaluation 
of oil demand growth, and production ca-
pacity levels. 
     Recent developments, said the former 
Algerian Minister of Energy and Mines, 
indicated that the oil market might have 
to learn to live with lower levels of spare 
production capacity. One reason for this 
was that for OPEC to restore its former 
spare capacity, it would require enormous 
levels of investment which would be dif-
ficult for developing countries to afford. 
This meant that in the future it might not 
be possible for OPEC to bear the burden 
of stabilizing the market alone. 
     The low level of spare production ca-
pacity at present was partly a consequence 
of the relatively low oil prices seen in the 
period 1986–2000 and the trend towards 
favouring non-OPEC production in recent 
decades. In order to ensure sufficient in-
vestment into the industry to meet future 
demand, a number of conditions would 
need to be fulfilled, including price levels 
which attracted investors and the creation 
of appropriate conditions and policies to 
satisfy the needs of all parties.

The Chairman and Chief Executive Of-
ficer of ExxonMobil, Lee Raymond, noted 
that energy demand would continue to be 
met by oil and gas for many decades and 
that in order to ensure sufficient supplies 
a large amount of new exploration would 

Claude Mandil



14 OPEC Bulletin September 2004 15

be needed. If access restrictions to some 
energy-producing areas continued to exist, 
companies could be impeded in develop-
ing energy supplies. 
     The huge amount of investment that 
would be needed would call for flexible 
production agreements, and a robust and 
fair legal structure governing the oil and 
gas industry. Oil-importing nations would 
inevitably look for security from producing 
nations, and governments must therefore 
put a high priority on mutual respect. 
     Addressing the often-raised issue of 
US energy independence in response to a 
question from the floor, Raymond noted 
that this was “a flawed concept 30 years 
ago and it’s a flawed one today. The focus 
should really be on how we deal with en-
ergy interdependence,” he said.

Session Two
The second session, which tackled the 
question of Oil Production Capacity Ex-
pansion, was chaired by the Syrian Minis-
ter of Petroleum and Mineral Resources, 
HE Dr Ibrahim Haddad.

Algeria’s Minister of Energy and Mines, 
HE Dr Chakib Khelil, noted that al-
though some non-OPEC areas had shown 
strong growth in recent years, such as off-
shore West Africa, Russia and Central Asia, 
this was counterbalanced by a decline in 
other non-OPEC areas, meaning that over-
all non-OPEC production was largely flat.

     On the question of access to high-qual-
ity reserves, he noted that most areas of 
the world were now open to IOCs, with 
the exception of some core Middle East 
nations and Mexico. However, an open-
ing of the gas sector was under way in the 
Middle East.
     In recent years the cash flow of IOCs 
had outpaced their exploration and pro-
duction spending, he went on, since the 
traditional areas were unable to absorb 
more capital and there was a lack of access 
to other areas with high-quality reserves. 
Sufficient investment, he concluded, 
would be critical for future market stability.

The Iraqi Minister of Oil, HE Dr Thamir 
Ghadhban, noted that his country was one 
of the least-explored oil provinces in the 
world, with proven reserves of 115 billion 
barrels, and its potential sustainable capac-
ity was around 6.0m b/d. However, the 
country’s oil industry had suffered severe 
damage during the 2003 war and many 
oil fields had witnessed acts of sabotage 
and destruction. As a result, the pre-war 
production capacity of around 2,840,000 
b/d had lost 1,940,000 b/d, mainly from 
the southern oil fields.
     The Ministry of Oil’s post-war produc-
tion plan envisaged output rising to 1.5m 
b/d by October 2003 and 2.0m b/d by De-
cember of that year. The country’s current 
level of production was around 2.5m b/d, 
which could rise to 2.8m b/d soon, and 
further to 3.0m b/d by the end of 2004, 
said the Minister.
     He cautioned that while the security 
challenges facing the country were still im-
mense, the re-organisation of the country’s 
oil industry was already under way, with 
the recent formation of the Supreme Oil 
and Gas Council and the re-establishment 
of the Iraqi National Oil Company. 

The Deputy Minister of Industry and En-
ergy of the Russian Federation, HE An-
drei Reus, said that his country had seen 
its share of world oil production and ex-
ports steadily increase in recent years and 
it now stood at about 12 per cent, behind 
only Saudi Arabia. The Russian economy 
consumed less than a third of this amount, 
leaving the rest for export. The task of the 
Russian oil industry, therefore, would be 
to ensure smooth production growth and 
eventual stabilisation.

     On the subject of Russia’s future oil 
production, Reus said that it could reach 
about 490m tonnes in 2010 (about 9.8m 
b/d) and this could rise further to 520m t 
by 2020 (10.4m b/d). Most of this growth 
would come from development of fields 
in East Siberia and the Far East, as well as 
the north-western region. These produc-
tion levels would amply satisfy domestic 
demand as well as providing for commer-
cially viable export volumes. However, ex-
ports of petroleum products were expect-
ed to decrease, he said, due to insufficient 
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quality and the high cost of delivery to ex-
port markets.
     After outlining Russia’s plans for devel-
oping its oil fields and transportation infra-
structure necessary to bring this oil to mar-
ket, Reus noted that an enormous amount 
of investment would be required, totalling 
$200–210bn by 2020. This amount in-
cluded $155–160bn on oil production, 
$19–20bn on refining and about $28bn 
on transport infrastructure.
     Such levels of investment, said Reus, 
were only possible when world oil markets 
were stable and predictable. For this rea-
son, the continued development of rela-
tions between OPEC and Russia, as well as 
other producers and consumers of energy, 
would undoubtedly improve the balance 
of interests of all parties.

Total’s Chairman and Chief Executive Of-
ficer, Thierry Desmarest, noted that the 
world was facing an energy supply chal-
lenge which required it to bring on stream 
fresh capacity equal to about six per cent 
of global oil and gas production every year, 
of which about four per cent countered 
the natural depletion of existing fields 
and the rest was needed to meet growth 
in demand. In order to avoid future mar-
ket disruptions, it was essential to develop 
new reserves, especially in the Middle East, 
Russian and Central Asia. 
     The Total CEO went on to point out 

that a large share of the world’s undevel-
oped reserves were under state control and 
only open to NOCs. However, considering 
the magnitude of the technical and finan-
cial challenges facing the industry, greater 
co-operation would be required between 
NOCs and IOCs in order to meet the sup-
ply challenge. The advantages that IOCs 
could bring to such a partnership included: 
advanced technology, organisational exper-
tise, access to markets, and the ability to 
finance large, risky projects, he said.

The Managing Director of Deutsche Bank, 
Dr J J Traynor, said that there had in re-
cent years been an increase in capital em-
ployed in the oil industry, which reflected 
a shift from low-cost OECD regions to a 
build-up of new capacity elsewhere. The 
industry enjoyed a 12–14 per cent return 
on capital, while increases in production 
costs had been more than counter-balanced 
by strong prices. 
     Equity investors, faced with big wind-
falls due to higher oil prices, had seen IOCs 
using the spare cash for massive share buy-
backs which was, Traynor said, “founded 
in mistrust”. New oil and gas development 
projects would be a better use of such spare 
cash by the IOCs, he added.
     The production outlook, he said, was 
positive until about 2008 after which it 
would gradually decline. There would be 
steeper declines in conventional offshore 
and deepwater, but a measure of produc-
tion stability would be offered by non-
conventionals, such as oil sands and the 
emergence of gas-to-liquids (GTL). 
     While the largest reserves were located 
in OPEC Member Countries, Traynor said 
that the role that IOCs could play in invest-
ing in their oil and gas industries had been 
somewhat delayed due to factors including 
resistance in some host governments and 
low rates of return on investments, which 
had discouraged some IOCs.

Session Three
The third session, which addressed The 
Role of National Oil Companies, was chaired 
by the Mexican Under-Secretary of Energy, 
Dr Hector Moreira.

The Saudi Arabian Minister of Petroleum 
and Mineral Resources, HE Ali I Naimi, 

said that the role of NOCs in the global 
energy scene could not be ignored, since 
around half of the top 50 oil companies 
worldwide were either fully or majority-
owned by their governments. Nine out of 
the top 10 companies ranked by oil reserves 
were state owned, he said, as were eight 
out of the top 10 ranked by gas reserves. 
Although there had been something of an 
onslaught against NOCs in recent years, 
this was largely due to simplistic generalisa-
tions and a lack of knowledge and appreci-
ation of the true role of these companies. 
     There were, said Naimi, four major 
prerequisites in order for an NOC to be 
able to achieve its objectives, which were 
independence, efficiency, accountability 
and commercialism. Taking these in or-
der, state-ownership of a company need 
not undermine its independence, provid-
ed that it had a clear mandate and well-
defined relations with its shareholder, the 
national government. Similarly, the com-
mon argument that government ownership 
does not foster efficiency also need not be 
the case and if a national oil company was 
commercially run and properly monitored, 
it could be as efficient as any IOC. The 
third and fourth prerequisites, accountabil-
ity and commercialism, were interrelated 
and of particular importance given the fact 
that NOCs were often criticised for having 
to perform social, economic and political 

HE Andrei Reus



16 OPEC Bulletin September 2004 17

functions outside their core competence. 
Saudi Aramco, he said, was a good illus-
tration of how successful an NOC could 
be if these prerequisites were met.
     Turning to the challenges facing 
NOCs, Naimi noted that they were now 
operating in a world that was very different 
from the one when they took control of 
their oil industries some three decades ago. 
NOCs now stood in the spotlight, both 
nationally and internationally, and they 
needed to take account of these changes 
and learn the lessons of their accumulated 
experiences, and the experiences of others.
     The Minister outlined three key chal-
lenges facing Saudi Aramco. The first was 
to maintain at all times an excess produc-
tion capacity of 1.5–2.0m b/d, since the 
company’s status as the world’s largest pro-
ducer necessitated such a market balancing 
role. Saudi Aramco’s success in maintain-
ing this excess capacity cushion could be 
attributed to its technical, financial and 
human capabilities. The second challenge 
faced by the company was to develop the 
Kingdom’s oil and gas resources, he said, 
in such a way as to enable the country’s 
economy to diversify, thus allowing its hu-
man resources to be developed.  The third 
challenge was related to its role as custodi-
an of Saudi Arabia’s enormous oil reserves 
and the enhancement of oil’s share in the 
global energy mix. Naimi concluded by ex-
pressing his confidence in Saudi Aramco’s 
ability to face the challenges ahead based 
on its past record. 

The President of Venezuela’s state oil firm 
PDVSA and former OPEC Secretary Gen-
eral, HE Dr Alí Rodríguez Araque, said 
that his country had recently faced two 
coups d’etat: the April 2002 coup against 
President Hugo Chávez, and the two-
month “economic coup” beginning in De-
cember of the same year, which brought 
the country’s oil production to a virtual 
standstill. 
     These two failed coups were the culmi-
nation of many years of resistance within 
PDVSA, backed by “the traditional leaders 
of Venezuela, who were looking for ways 
to undermine the OPEC quota system”, 
whose actions had previously led to the 
oil price collapse of 1998. By doing this, 
he said, they had lost sight of the fact that 
the country’s oil belonged to the people of 
Venezuela.

     Since then, he said, not only had the 
country’s leadership changed, but there had 
also been significant changes in the struc-
ture of the oil industry. The process of the 
“oil opening” had been stopped, new laws 
had been approved governing the industry, 
and the fiscal regime had been changed 
with royalties having been increased and 
income tax reduced. Rodríguez conclud-
ed by saying that despite the fiscal chang-
es that had been made, IOCs still found 
Venezuela an attractive place to invest in, 
especially in the heavy oil sector.

The President and Chief Executive of Ma-
laysia’s state oil company Petronas, Tan Sri 
Dato Sri Mohd Hassan Marican, said 
in order for NOCs to survive, they could 
not remain inward-looking. The process 
of globalisation had already forced several 
governments to restructure their NOCs, as 
was the case in China and India where the 
companies had not only been restructured, 
but also listed on stock exchanges. 
     Describing Petronas’ experience, Tan 
Sri said that the company had a support-
ive government which, although it was the 
only shareholder, had allowed Petronas to 
operate as a business from day one. How-
ever, the company had had some hurdles 
to overcome in the initial stages which in-

cluded a lot of hard work to erase 
the perception that NOCs were 
old-fashioned and inefficient. As a 
result of Petronas’ outward-looking 
policies, he said, some 35 per cent 
of its revenue came from interna-
tional operations and 25 per cent 
of its reserves were located outside 
Malaysia.
 In seeking business partnerships, 
he went on, Petronas looked for re-
lationships and investments that 
would be sustainable in the long 
term. In this regard, a certain de-
gree of competition was unavoida-
ble, but did not have to be destruc-
tive. While the NOCs of smaller 
countries were not yet major play-
ers, the experience of Petronas had 
shown that they could develop solid 
domestic markets and use this as a 
base for taking further steps into the 
international arena, he concluded.

The President and Chief Execu-
tive Officer of PFC Energy, Vahan 

Zanoyan, said that the dynamics of re-
lationships often revolved around access 
to and control of hydrocarbon sector re-
sources, which included the below-ground 
resources (reserves) on the NOC side and, 
on the IOC side, above-ground resources 
such as markets, technology, capital, man-
agement and so on.
     While NOCs and IOCs were in the 
same business, they had very different con-
cerns. NOCs were often concerned with 
government strategy, local politics, budg-
etary conflicts, accountability and access 
to capital and technology. The IOCs were 
more interested in share prices and manag-
ing investor relations, growth and profit-
ability, commercial competition, access to 
opportunities and risk and portfolio man-
agement.
     However, the investment environ-
ment was changing in many respects. 
Many of the profitable areas were becom-
ing increasingly mature and this applied to 
both NOCs and IOCs. In addition, many 
NOCs were facing investment challenges, 
including government demands for cash 
and the assumption of exploration risk. 
IOCs, on the other hand, were more capi-
talised and organised to invest in a specific 
risk/reward environment.
     For the first time, the governments of 
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major producing nations now had a real 
choice in deciding on the nature and com-
position of investors in their upstream sec-
tor. Possible approaches included formu-
lating and financing their own investment 
programme through their NOCs; creating 
the right conditions for IOCs to make the 
investment; creating the right conditions 
for other NOCs to invest; or a combina-
tion of some or all of the above. If the is-
sues were approached in rational manner, 
it was possible to establish a win-win ar-
rangement between NOCs, IOCs and the 
host government.

Session Four
The fourth session, on the subject of Natu-
ral Gas: Challenges and Opportunities, was 
chaired by Qatari Second Deputy Prime 
Minister and Minister of Energy & In-
dustry, HE Abdullah bin Hamad Al At-
tiyah. 
     Introducing the session, Al Attiyah re-
marked that gas was now the fastest-grow-
ing fuel in the energy mix. It had come a 
long way since Shell first discovered the 
giant North field in Qatar, and was dis-
appointed because the huge hydrocarbon 
deposit had turned out to be “only” gas 
and not oil!

     In the question and answer session af-
terwards, Al Attiyah was asked whether 
GTL projects were commercially attractive 
to investors due to their high cost. He re-
plied that the same question had been 
asked about LNG when that was first been 
developed, and since then, costs had come 
down and the economics of such projects 
were now viable. 

The Egyptian Minister of Petroleum, HE 
Eng Amin Sameh Fahmy, noted that 
over the past 10 years, demand for natu-
ral gas had been growing faster than de-
mand for any other source of energy. The 
highest growth rates were projected for ar-
eas that had limited access to gas resources 
and could therefore be candidates for the 
development of LNG. An unprecedented 
boom could be expected in the gas indus-
try over the next 20 years and it was im-
portant to be prepared for this. 
     In order for the gas industry to take 
full advantage of this opportunity, it would 
have to meet several challenges which re-
lated to issues including market liberalisa-
tion, the development of advanced tech-
nology, pricing mechanisms, security of 
supply and obtaining the required invest-

ment. Buyers could be expected to push 
for two key changes, he went on, which 
were firstly, shorter-term and more flexi-
ble gas agreements, and secondly, pricing 
modifications that considered a broader 
basket of energy sources other than oil or 
petroleum products to create a more ma-
ture, liberalised gas market.

The Chairman of Royal Dutch/Shell’s 
Committee of Managing Directors, Jer-
oen van der Veer, dealt with three main 
areas: the potential for continued growth in 
gas demand; the challenge that this growth 
presented in developing new infrastructure 
and markets; and the action that would be 
required from producers, consumers and 
governments in this respect. Gas demand 
had increased by about 75 per cent over 
the past 20 years and could double over the 
next 25 years. Although in recent times, far 
more oil exploration wells had been drilled 
than gas wells, this was now changing and 
countries were recognising the potential of 
gas developments. 
     There was no doubt that more and 
more gas would be needed over longer 
and longer distances and this would mean 
that LNG would play a key role in the fu-
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ture. The volume of LNG traded around 
the world had doubled in recent years and 
could double again in the next decade. A 
total of 12 countries were now exporting 
LNG, up from nine in 1997 and another 
seven were planning to enter the market. 
The number of LNG importers, currently 
14, was also likely to increase by as much as 
10 countries. An area that Shell was partic-
ularly interested in was GTL and the recent 
decision to build a commercial-scale plant 
with Qatar was an exciting development.
     In order to ensure that gas fulfilled its 
potential, everyone had a part to play — re-
sources holders, producers, consumers and 
governments. The latter needed to create 
clear and consistent commercial and regu-
latory frameworks in order to create strong 
investor confidence. This would also en-
courage further investment in the expan-
sion of existing LNG projects such as that 
in Nigeria, where the plant at Bonny had 
increased its capacity from two trains to 
six. This example also highlighted the im-
portance of strong partnerships and dem-
onstrated that the most successful projects 
around the world were the ones where all 
parties worked closely together.

ENI’s Chief Executive Officer, Vittorio 
Mincato, said that although gas had for 
years been depicted as a dazzling oppor-
tunity for players in the energy sector — 
spurred on by growth in the use of gas as 

a fuel for power generation and increased 
petrochemical output — the sector could, 
nevertheless, face what he described as a 
problem of timing. A potential excess of 
supply, or “gas bubble” was developing in 
Europe which could impact both the struc-
ture of the markets and the prospective in-
come of the companies involved. 
     Reductions in the cost of LNG supply, 
coupled with more new pipelines and 
lower-than expected growth in European 
gas demand could mean that already-con-
tracted supply would be more than suffi-
cient for the next few years, leaving little 
room for additional capacity. Already con-
tracted gas volumes for western Europe for 
2010 were around 270–280bn cubic me-
tres, which contract renewals would take 
to about 300bn cu m, plus the Europe-
an countries themselves would produce 
around 340bn cu m. However, with con-
sumption in the range of 590–610bn cu 
m, there would be evident excess supply.
     Turning to the American market, Min-
cato noted that this was characterised by 
competition, spot markets, the decoupling 
of gas prices from oil prices and the ab-
sence of long-term take-or-pay contracts. 
Despite all this, the American market had 
been unable to anticipate the crisis that had 
hit its national gas production and was not 
able to solve it in a timely manner through 
new imports, meaning that American gas 
prices were considerably higher than those 
in Europe. While gas certainly remained a 
“dazzling opportunity”, markets were com-
petitive and there was no room for run-
ners-up, he concluded.

Session Five
The fifth session, covering Technologi-
cal and Environmental Challenges Fac-
ing Oil and Gas, was chaired by the UK 
Prime Minister’s Special Representative 
on Overseas Trade, the Rt Hon Brian 
Wilson, MP. 

Speaking on behalf of Venezuela’s Minister 
of Energy and Mines, HE Rafael Ramirez, 
the country’s Governor for OPEC, Iván A 
Orellana, said that while fossil fuels had 
brought many benefits to society, the in-
discriminate use of cheap and abundant 
energy resources had had negative effects, 
including environmental degradation. 

While emissions from rapidly-growing 
developing countries would certainly in-
crease as they industrialised in the com-
ing decades, these countries could not be 
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denied their legitimate right to use energy 
in the development process. 
     The fact that we all share the same plan-
et and face the same risks was recognised 
by everyone, including in the text of the 
UN Framework Convention on Climate 
Change through the principle of “common 
but differentiated responsibilities and re-
spective capabilities”. However, the clean 
development mechanism had turned out 
to be a one-sided approach which did not 
really address the environmental issue. Yet 
hope was on offer in the form of techno-
logical developments such as cleaner fuels 
and improvements in internal combustion 
engines, and the spill-over of such tech-
nology from north to south would be an 
excellent opportunity to help solve the 
problems.
     Environmental problems could not be 
viewed entirely as technological challenges. 
While technology could help solve many 
problems, states must recognise that the 
public good came before private interests 
and even geopolitical considerations. The 
oil and gas industry faced the challenge 
of meeting the world’s energy needs while 
taking into account the three pillars of 
sustainable development: social, economic 
and environmental considerations. There 
was no room for unilateral solutions and 
multilateral ones should be found, he 
concluded.

BP Group Chief Executive, Lord Browne 
of Madingley, said that total energy de-
mand had risen by some 20 per cent over 
the past ten years, and oil demand by 18 
per cent over the same period. While fore-
casts by bodies such as the IEA showed this 
rise in demand continuing, supply had be-
gun to seem less secure, raising the concern 
that with a shortage of spare capacity, even 
small incidents could have a major disrup-
tive effect on the market. With alternative 
and renewable sources of energy still rela-
tively small players in the market, it was 
clear that hydrocarbons would remain the 
predominant source of energy supply.
     Growth in hydrocarbon demand was 
at the heart of the environmental challenge 
facing the industry, Lord Browne noted. 
Atmospheric concentrations of greenhouse 
gases should be kept at levels where they did 
not threaten sustainability, since if nothing 
was done now, the required action would 
be only become more drastic and poten-

tially damaging later on. However, a dra-
matic switch away from fossil fuels would 
likely be very harmful to the global econ-
omy, raising the question of whether the 
oil and gas industry could demonstrate to 
the world that it offered a safe and reliable 
energy source until such time as genuine 
alternatives were viable.
     A study by Princeton University had 
demonstrated a number of ways in which a 
large increase in emissions could be avoid-
ed without denying people the right to use 
oil and gas as a source of energy. These in-
cluded using natural gas rather than coal 
as the basis for power generation, and im-
proving the fuel consumption of vehicles. 
Steps such as these could help to restore 
the public’s trust in oil and gas. Energy in-
security, Lord Browne noted, was a threat 
to the industry as a whole, and it was up 
to all parties to respond as one in order to 
meet the challenges it faced. The industry 
held the future in its own hands, he con-
cluded.

The President of the Institut Français du 
Pétrole, Olivier Appert, said that the glo-
bal energy sector was facing a number of 
long-term challenges, including the con-
tinuing growth in energy demand, limita-
tions on fossil fuel resources, and the ques-
tion of the environment. To meet these 
challenges, the industry would need to 
focus on green processes, clean fuels and 
power and emissions reductions. As well as 
adopting green processes in drilling, pro-
ducing and refining, factors such as the 
prevention of oil spills and waste recov-
ery and recycling were also important, he 
said. On the question of clean fuels, ve-
hicle emissions had been dramatically re-
duced while engine technologies had also 
improved. Syngas was becoming increas-
ingly important as an intermediate fuel, but 
the adoption of hydrogen in the transport 
sector still faced major hurdles.
     Carbon dioxide emissions could be 
reduced by increasing energy efficiency, 
using fuels with lower emissions and car-
bon dioxide capture and sequestration. 
Options for the latter included depleted 
hydrocarbon reservoirs, deep saline aqui-
fers and coal seams. Appert concluded by 
noting that sustainable development was 
a necessity. Many innovative technologies 
had already been and would continue to be 
considered and clean energy was on its way.

The Administrator of the Energy Informa-
tion Administration (part of the US De-
partment of Energy), Guy Caruso, ad-
dressed the question of the future role of 
new technologies in the energy industry 
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up to 2025. He pointed out that techno-
logical advances, wherever they were made, 
affected all sectors of the market and in 
all regions of the world. The petroleum 
industry promoted worldwide technolo-
gy transfer, and the spread of these tech-
nological advances supported economic 
growth. They were inevitable but also 
hard to predict, he said.
     Technological progress had achieved 
a number of goals with regard to the US 
energy industry, he went on, including in-

creasing the country’s ultimately recover-
able reserves of crude oil and natural gas 
significantly over the past 25 years. At 
the same time, oil was becoming recov-
erable from deeper and deeper offshore 
waters thanks to continuous technology 
improvements. However, technological 
progress remained difficult to identify 
and measure for a number of reasons, 
including the fact that it was incremen-
tal, often intangible and originated out-
side the petroleum industry in some cases. 
He concluded by noting that although 
it was difficult to identify specific future 
breakthroughs advances nevertheless re-
mained likely in oil and gas supply, trans-
portation, industrial markets, and power 
generation.

Session Six
The sixth session, on the theme of Petro-
leum and Sustainable Development, was 
chaired by the Nigerian Presidential Ad-
viser on Petroleum and Energy, HE Dr 
Edmund Maduabebe Daukoru.
     Daukoru noted in his remarks that 
countries which were dependent on pe-
troleum export revenues had, in general, 
not fared so well in terms of economic 
and social development. Nonetheless, a 
number of significant advances had been 
made in the OPEC Member Countries 
and elsewhere, including emergent po-
litical stability, necessary reforms and in-
creased transparency. What was now need-
ed was for this to be supplemented by real 
economic progress, he said.

The Indian Minister of Petroleum and 
Natural Gas, HE Mani Shankar Aiyar, 
said the current system of oil pricing “en-
courages uneconomic consumption and 
discourages sustainable development”. 
Around two-thirds of all Middle Eastern 
oil production was exported to fellow Asian 
countries, only one of which Japan, was a 
developed country. Two of these countries, 
China and India, were the largest and fast-
est-growing crude importers in the world. 
However, the whole of Asia paid higher 
prices for oil than more distant consuming 
regions. It had been calculated by Profes-
sion Yoshiki Ogawa of the Institute of En-
ergy Economics in Japan that the transfer 
of income from Asian consumers to Mid-
dle East producers on account of the Asian 
premium varied between $5–10bn a year. 
A policy of subsidising oil traffic to distant 
destinations was not in the interests of sus-
tainable development, he said.
     The Asian premium, he said, derived 
from world marker prices which were 
themselves outdated. Output of WTI, 
Brent and Dubai/Oman had fallen strong-
ly in recent decades and what was needed 
was a genuine and representative marker 
crude for the fast-growing Asian market, as 
well as a uniform, official selling price and 
significant spot trading of Middle Eastern 
crude to increase liquidity. The whole basis 
of international marker prices, the Minister 
said, needed to be reconceived in terms of 
encouraging sustainable development and 
discouraging uneconomic consumption.

The former Nigerian Presidential Adviser 
on Petroleum & Energy and OPEC Secre-
tary General, HE Dr Rilwanu Lukman, 
said that sustainable development should 
be seen from a broad perspective and a 
holistic approach was needed to improve 
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peoples’ standard of living. The tapping 
of resources, he said, was essential, includ-
ing natural, cultural and most importantly, 
human assets.
     For sustainable development to be-
come a reality, the first step should be for 
a country to focus on developing primary 
industries where it had resources, such as 
agriculture, minerals, and oil and gas. The 
next step was the creation and maintenance 
of basic infrastructure around this, such as 
roads, rail, water, electricity and communi-
cation. For hydrocarbon producers, it was 
important that their economies were di-
versified through value-added industries.
     The human resources endowment of 
countries with large populations should 
be pressed into service in labour-intensive 
industries, such as textiles, electronics and 
computing, which highlighted the need 
for better education and training. In this 
respect, India and China were good exam-
ples of countries that had used their large 
populations to develop their industries. Aid 
alone would not solve problems, Lukman 
said. Rather, developing countries should 
wake up from their slumber and take their 
fate into their own hands because if they 
prospered, the world would prosper.

The Director General of the OPEC Fund, 
Suleiman Jasir Al-Herbish, said that the 
mission of the Fund was to help poor coun-
tries achieve their development objectives. 
Over the past 28 years, the Fund had com-
mitted more than $7bn in development as-
sistance to some 111 countries around the 
world. Throughout, the recipient countries 
had remained in the driving seat and their 
priorities and choices had been respected 
without compromising the technical and 
economic viability of the projects. 
     On the issue of poverty reduction, the 
Fund had allocated close to 80 per cent of 
its financing to low-income countries with 
about 50 per cent of the aid going to the 
Least Developed Countries (LDCs) in Af-
rica alone.
     The focus was on productive sectors 
that mostly employ poor workers such as 
agriculture, and supporting social services 
primarily benefiting the poor. The Fund 
had also participated in the Highly Indebt-
ed Poor Countries Initiative and the estab-
lishment and financing of the International 
Fund for Agricultural Development. The 
Fund’s Private Sector Facility was another 

example of how it adapted to change by 
recognising the increasing role played by 
the private sector.
     Poverty reduction, he said, helped to 
limit environmental degradation. The 
Fund had also adopted new procedures 
to ensure that all its projects were environ-
mentally-friendly and ecologically safe. It 
had placed special emphasis in its public 
sector operations on infrastructure projects 
with positive environmental impacts, such 
as sewerage systems, water treatment plants 
and rural electrification. Finally, the Fund 
had awarded an increasing share of its grant 
operations to projects leading to environ-
mental capacity building and improved re-
search and other environment-enhancing 
measures.

The Director of the UNCTAD-UNDP 
Global Programme on Globalization, Lib-
eralization and Sustainable Human Devel-
opment, Reinaldo Figueredo, identified 
five specifically energy-related areas that 
were important for developing nations as 
they strove to achieve the Millennium De-
velopment Goals (MDGs). The first en-
compassed macroeconomic issues such as 
high oil prices which could undermine the 
growth potential of developing countries. 
With regard to energy in trade negotia-
tions, national strategies needed to be de-
veloped in line with international agree-
ments. Energy services, he added, were a 
major source of value-added in the energy 
chain and it was dynamic sector due to 
structural reforms that have taken place. 
The outsourcing of work by IOCs in the 
energy sector provide considerable oppor-
tunities for growth and technology-trans-
fer within developing countries.
     On the subject of energy finance, the 
IEA had noted in its World Energy Invest-
ment Outlook that $16 trillion was needed 
by 2030, half of which would be in devel-
oping countries. In this respect, private in-
vestment was the subject of intense political 
debate, but enhanced dialogue could find a 
solution. On energy and sustainable devel-
opment, Figueredo noted that the World 
Summit on Sustainable Development in 
Johannesburg had emphasised that better 
access to energy was a key factor, especial-
ly for those two billion people currently 
without access to modern energy services. 
The UN stood ready to assist in the imple-
mentation of the MDGs, he concluded.

Session Seven
The seventh session, which tackled the is-
sue of Energy Security in an Interdependent 
World, was chaired by the Austrian Minis-
ter of Economic Affairs and Labour, HE 
Dr Martin Bartenstein.

The Iranian Minister of Petroleum, HE Bi-
jan Namdar Zangeneh, said that forecast 
future developments in global energy mar-
kets would entail fundamental upheavals in 
the world energy economy to meet grow-
ing demand. OPEC’s role would increase 
while that of non-OPEC would be less pro-
nounced. In addition, the dynamic nature 
of energy markets, as well as national and 
global policies called for a constant review 
of the possible future alternatives. 
     Moving on to the subject of the NOCs 
in the Middle East, Zangeneh noted that 
they had augmented their capabilities in 
terms of resource development contracts, 
financing, the implementation of develop-
ment projects, production, refining and 
distribution operations. Traditional as-
sociations between the NOCs and IOCs 
should be restructured with regards to in-

vestment strategies with the aim of ena-
bling all parties in the international oil and 
gas industry to jointly address the issue of 
meeting the world’s energy needs.

Reinaldo Figueredo
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     Iran and other oil producing nations, 
aware of the know-how, funding abilities 
and managing skills of the IOCs, had pre-
pared the required foundations to attract 
their co-operation, he noted. With its enor-
mous oil and gas reserves, Iran was aiming 
to attract $100bn of investment in its oil, 
gas and petrochemical industries by the 
year 2015, Zangeneh said.

The Secretary General of the IEF, Am-
bassador Arne Walther, said that the role 
of his organisation, which he described as 
“the new kid on the block” in the global 

energy industry, was to facilitate a con-
tinuous and informal dialogue between 
all parties at the ministerial level. The di-
alogue fostered by the IEF was unique in 
its participation and perspective since it 
involved not only OPEC and IEA min-
isters, but also ministers from other im-
portant players in the global energy scene, 
including China, Russia, India, Brazil and 
South Africa. The IEF gave these coun-
tries the chance to make their voices heard 
on an equal footing with their peers in 
the IEA and OPEC.

     The IEF meeting in Amsterdam in May 
had highlighted a number of issues, includ-
ing high oil prices, unexpectedly strong de-
mand and tight capacities both upstream 
and downstream. The ministers also ech-
oed a strong message from the CEOs from 
leading oil companies who met in the In-
ternational Energy Business Forum (which 
preceded the Amsterdam meeting) that sta-
ble and transparent economic, fiscal and 
legal frameworks needed to be in place to 
attract sufficient foreign direct investment 
and other resources.
     A key task for the IEF Secretariat in Ri-
yadh would be to support the host country 
Qatar and the co-hosts China and Italy in 
their preparations for the next IEF minis-
terial meeting, due to take place in Doha 
2006.  The IEF would also contribute to 
the enhancement of oil data collection and 
transparency, and was discussing with the 
six organisations involved what role it 
might play in co-ordinating the Joint Oil 
Data Initiative, or JODI.

The Chairman of the Oxford Institute for 
Energy Studies and former Head of Mexi-
co’s Pemex, Adrián Lajous, gave a detailed 
account of production management, secu-
rity of demand and market stability. He 
gave considerable attention, however, to 
the issue of spare capacity throughout the 
entire industry and its effect on the mar-
kets. Spare upstream capacity was at one 
of its lowest-ever recorded levels and the 
global refining industry had been operat-
ing at exceptionally high utilisation levels 
during the past summer. The effect of these 
and other factors, including low inventory 
levels, was reflected in recent price behav-
iour, and the oil industry’s long logistical 
chain had lost the flexibility it needed in 
order to ensure reliable supplies.
     As markets tightened, accurate esti-
mates of capacity became more impor-
tant. Since February 2003, the IEA esti-
mated that global spare capacity levels had 
been below 2m b/d compared with an ef-
fective spare capacity of more than 7m b/d 
in the first half of 2002. Although OPEC 
capacity was set to increase, there were no 
firm estimates of net capacity expansion. 
In addition, a healthy dose of scepticism 
was needed when dealing with capacity 
figures, as the quality of data was not reli-
able due to definition problems and biased 
primary sources.

     Although the international oil indus-
try urgently needed to expand its upstream 
capacity, the strong financial results of the 
IOCs in recent years had not been reflected 
in their capital budgets, Lajous said. In-
stead, indebtedness was at historically low 
levels and free cash flow was been returned 
to shareholders rather than being invested 
in capacity expansion. The underinvest-
ment that characterised the 1990s and the 
first years of this decade stemmed partly 
from a widely-held belief that the indus-
try was prone to surplus and that full-
cycle prices would remain relatively low.

The Director of the Centre for Energy, 
Petroleum and Mineral Law and Policy 
at the University of Dundee, Dr Phillip 
Andrews-Speed, spoke about China’s en-
ergy policy. Andrews-Speed said China was 
of major importance to the global energy 
community because of its size, the rate at 
which it was growing, and the potential en-
vironmental impact that would result from 
this. He emphasised that China’s energy 
politics and policies were not well under-
stood, saying that “China is a willing part-
ner, but it is not always predictable”.

Ambassador Arne Walther Adrián Lajous
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     China’s oil supply gap, which was cur-
rently around 110m t, could grow to as 
much as 250–350m t over the next decade 
or so. There would also be a future gas sup-
ply gap that could require the country to 
import between 50–100bn cu m by 2020. 
What policies would the Chinese govern-
ment adopt to cope with this increasing 
energy demand, he asked? The country’s 
apparent policies in the period 1995–2004 
had included strong emphasis on energy 
conservation and production, with atten-
tion also being paid to such factors such 
as the structure of the energy industry, 
transportation, overseas energy, the envi-
ronment, emergency storage, and reform 
and liberalisation.

     In the long term, China faced a 
number of energy policy challenges. 
Would there be sufficient investment 
in energy, and would natural gas com-
pete with coal? China had to tackle its 
over-emphasis on energy production and 
paying greater attention to conversation 
and reducing consumption. The country 
needed to clarify its overall priorities in 
the energy sector and decide what was 
important. The implications of this for 
oil and gas players included — under cur-
rent policy conditions — strongly-rising 
oil and gas imports, no limits on overseas 
investment, development of overland im-
port routes, and continuing state domi-
nance of the energy sector.

At the closing session are (l-r): Chairman and Chief Executive of ChevronTexaco, David O’Reilly; HE Boussena; HE Dr Purnomo, HE 
Dr Daukoru; Petronas President Tan Sri; and the former Deputy Chairman and Chief Executive Officer of Kuwait Petroleum Corpora-
tion, Nader Sultan.

Dr Phillip Andrews-Speed

Closing Session
The final session, which was chaired by HE Dr Purnomo, took the form of a panel discussion and questions from the floor. 
The participants were HE Dr Daukoru; HE Boussena; Petronas President Tan Sri; the former Deputy Chairman and Chief 
Executive Officer of Kuwait Petroleum Corporation, Nader Sultan; and the Chairman and Chief Executive of ChevronTexaco, 
David O’Reilly.
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Below, l-r: Fund D-G Al-Herbish, Saudi Aramco’s V-P Ali Al-Muharib, 
Shell’s CEO van der Veer and HE Ali I Naimi’s son Rami

Above: Libya’s HE Shatwan (l) with Kuwaiti 
Governor Siham Abdulrazzak Razzouqi

Above: Saudi 
Aramco’s President 
and CEO Abdallah 
S Jum’ah

Scenes from the receptions sponsored by OPEC Member Countries’ NOCs

P
ho

to
: L

ie
ch

en
te

in
 M

us
eu

m



24 OPEC Bulletin September 2004 25

Left, l-r: Malcom Brinded 
of Shell, Libyan PM 
HE Dr Ghanem and 
Iran’s HE Zangeneh

Right: Qatar Petroleum’s 
Nasser Abdulla Darwish

Delegates at the NNPC’s cocktail reception

Domino Blue and Drumatical Theatre
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Question: You’ve been Nigeria’s Presidential 
Adviser on Petroleum and Energy for about 
ten months now…

Answer: Yes, my appointment was in No-
vember last year.

Q: Before that you had a varied career in Ni-
geria’s oil industry, working for the Nigerian 
National Petroleum Corporation (NNPC) 
and the Shell Petroleum Development Com-
pany (SPDC). When you assumed your new 
role as Presidential Adviser, in what state did 
you find the industry and what changes do 
you think are necessary?

A: There needs to be a thorough restruc-
turing of the NNPC and its various sub-
sidiaries. In the course of this restructur-
ing, we are looking at all aspects of the 
industry, such as offshore deep-water ca-
pacity expansions, natural gas, security is-
sues and so on.

Q: Speaking of capacity additions, offshore 
West Africa has a reputation as one of the top 
hotspots for new oil and gas discoveries in the 
world today, with many new sizeable finds 
being made recently by Nigeria and Angola. 
Can you give us a round-up of offshore de-
velopments so far and say where things are 
heading in the future?

A: After the initial awards of a number of 
offshore blocks, the companies have made 
five or six major discoveries which are com-
ing onstream, including Bonga, which is 
operated by Shell, and Agbami, which is a 
ChevronTexaco operation, although there 
have been delays to both of these.
     In addition to these and other major 
fields there are a number of satellite devel-
opments under way.
     As regards the next stage of offshore de-
velopment, we are now moving out from 
waters that are a few hundred metres deep 
to depths of about 2,000–3,000 m, and 

the next round of 27 blocks is scheduled 
for the first quarter of next year.
     However, we also shouldn’t discount 
the onshore where we are producing oil 
under joint venture arrangements with 
the majors. This is the source of most of 
our crude and it is by no means fully ex-
plored, so there is potential for expansion 
there too. 

Q: Will these additions to Nigeria’s capac-
ity, whether they are located offshore or on-
shore, affect its position in OPEC with re-
gard to quotas?

A: We don’t see a clash between expanding 
our capacity and our position in OPEC. 
The world is hungry for energy, global de-
mand is rising strongly, and we are bank-
ing on being able to meet this increase in 
demand. 

Q: Can you update us on the planned pri-

implementing oil industry
changes so nation can
realize its true potential

Nigeria’s location in West Africa places it at the centre of one of the world’s most promising 
hotspots for oil and gas discoveries. The country’s Presidential Adviser on Petroleum and Energy, 
HE Dr Edmund Maduabebe Daukoru, spoke to the OPEC Bulletin’s editorial team of 
Editor Graham Patterson and Deputy Editor Philippa Webb-Muegge at the OPEC Seminar.

NIGERIA :
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vatization of Nigeria’s state-owned refineries 
at Port Harcourt, Warri and Kaduna? The 
process seems to be going more slowly than 
originally planned.

A: It is true that it’s not progressing as fast 
as we had hoped, but we have to remem-
ber that our refineries over the years have 
suffered from low levels of technical sup-
port, so it’s a complicated process.
     With regard to the setting up of private 
refineries in the country, we have had a sig-
nificant number of interested parties who 
responded to the initial invitation, and we 
have so far granted eighteen private refin-
ery licenses, the first of which will be set 
up in Akwa Ibom State.

Q: With regard to the utilization of Ni-
geria’s gas reserves, can you tell us about 
your two major pipeline projects under 
consideration, the West African Gas Pipe-
line scheme, and the Trans-Saharan pipe-

line project with another OPEC Member, 
Algeria?

A: Yes, the West African Gas Pipeline 
project, which we are working on togeth-
er with Shell and ChevronTexaco, will sup-
ply gas to our neighbours Ghana, Benin 
and Togo, and it’s currently subject to a 
final investment decision. 
     Meanwhile we are actively engaged 
with the Algerians on the Trans-Saharan 
pipeline to supply gas to Europe via Al-
geria, and they are now screening the ex-
pressions of interest on the project.

Q: Your liquefied natural gas plans are also 
moving ahead rapidly with the recent de-
cision to further expand the Nigeria LNG 
plant at Bonny in Rivers State. How do you 
see the country’s LNG industry developing 
in the future?

A: We really see no limit with regard to the 

potential for our gas reserves. The fourth 
and fifth trains at the Nigeria LNG plant 
are being built, and we have recently taken 
the final investment decision for the sixth 
train, which will supply gas mainly to the 
US east coast. In fact at Bonny we can go 
up to as many as nine trains. We already 
have plans for up to nine trains on the 
drawing board.

Q: Finally, what are your thoughts on the ap-
pointment of Basil Omiyi as the new Man-
aging Director of the SPDC in Nigeria, the 
first Nigerian to hold the post?

A: It’s a good move. It’s a move based sole-
ly on his expertise and experience, not the 
fact that he’s a Nigerian. He will be given 
the chance to stretch his capabilities to the 
limit, and we hope there will be more ap-
pointments like it in the future.

Excellency, thank you very much.

Dr Daukoru (left) with the Head of OPEC’s PR and Information Department, Dr Omar Farouk Ibrahim.
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INDIA

Question: What is your view on the current 
state of the market and the recent strength 
in oil prices?

Answer: Demand for oil in India is devel-
opment-driven, but we have to find both 
the actual resources and the foreign ex-
change. What has come out of this Seminar 
is that there is no fundamental reason for 
high oil prices. It’s ridiculous that prices of 
Saudi oil today should rise on the appre-
hension that tomorrow Saudi oil supplies 
may be disrupted. The fact is that not a 
single drop of Saudi oil has been lost to 
terrorists so far. Equally, Yukos is back on 
track, there’s no problem in Venezuela, and 
Nigeria is politically stable. Yes, there are 
cases where the situation is less stable than 
it was a little earlier, but on the other hand, 
production in Iraq is about the same as it 
was this time last year, and last year you 
didn’t have a huge rise in prices. So it all 
seems to be driven by speculative fever.
     At the same time there is a devalua-
tion of the US dollar vis-à-vis the euro and 

Development-driven demand expected to               fuel increasing energy consumption

other currencies. Also, there are deficits in 
the United States which are not being ad-
dressed in the run-up to the US presiden-
tial election, and had this been addressed 
it might have had some impact on US de-
mand. So altogether, I would say that the 
rational thing to do would be to expect 
prices to stabilise at a slightly higher level 
than last year, but not for this volatility to 
continue. However, I do recognize this is 
a mad, mad world!

Q: So you recognize that it’s a mad world, 

but are you worried about the implications 
of this?

A: Well, there’s no point in just being 
worried, you have to do something about 
it instead.  I think the kind of dialogue 
that is possible in a forum like the OPEC 
Seminar is a useful one for us to sensitise 
exporters to our concerns, and for us to 
better understand what it is that is moti-
vating the exporters. One thing that comes 
through loud and clear to me is that OPEC 
is in favour of stabilizing prices, and is not 

After delivering an eloquent address to the 
OPEC Seminar, the Indian Minister
of Petroleum and Natural Gas,
HE Mani Shankar Aiyar,
gave this interview to the OPEC Bulletin’s 
editorial team of Graham Patterson and 
Philippa Webb-Muegge, and Barbara Lewis 
of Reuters.



28 OPEC Bulletin September 2004 29

Development-driven demand expected to               fuel increasing energy consumption

though you say supply will outrun demand, 
I think the fear is that this isn’t true.

A: I would love to see Indian demand go-
ing even higher, because that would mean 
our growth was rising faster, but the fact is 
that along with projections of a seven to 
eight per cent increase in GDP every year, 
we also have projected increases in oil im-
ports. Demand growth in India is in the 
order of four per cent, which is twice the 
world rate, and we are therefore becoming 
increasingly important consumers of oil.

     We are concerned about the fact that 
we don’t seem to be endowed with a great 
deal of oil, so our oil self-sufficiency ratio, 
at growth rates of seven or eight per cent, 
is likely to be halved over the next 15–20 
years, from 30 per cent at present to 15 
per cent by about 2020. This means we 
have to look for oil and gas outside Indian 
territory, which is why ONGC Videsh is 
becoming such a major presence the world 
over, literally from Sakhalin in north-east 
Russia to Venezuela. We are everywhere, 
and this particular meeting here in Vienna 

looking for quick profits in an unstable 
market. It is also very reassuring to note 
from proceedings here that OPEC’s plans 
to expand capacity are such that even on 
a higher trajectory of demand growth, it’s 
probable that over the next two decades, 
supply will outrun demand and therefore 
prices need not rise, at least not in the 
fashion that we’ve been seeing over the 
last few weeks. 

Q: Many people have noted that demand in 
India and China is rising very fast, and al-
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has afforded me the opportunity of meet-
ing no less than 14 of my counterparts, 
with each one of whom I’ve been able to 
hold fairly detailed discussions.

Q: Are you confident you will come to some 
sort of solution regarding the issue of the 
Asian premium?

A: I think so, yes. Why do I say that? Be-
cause we are not merely complaining, we 
are not just asking: “Why are you charging 
us the Asian premium?” We have drawn at-
tention to the obsolescence in international 
marker crude prices, and since the Asian 
premium is a derivative of existing mark-
ers, then if we’re able to find a marker that 
is more suitable to a new world in which 
west Asian oil is being imported by Asian 
countries, I think we may afford everyone 
the opportunity of finding an answer to 
this problem. It is the west Asian export-
ers who insist that they are not deliberately 
discriminating against the Asian consumer 
— it’s simply that that’s the way the market 
is currently structured — so if we can get 
the west Asian exporters to at least agree 
to think again without committing them-
selves to a particular solution at once, then 
perhaps we’ll start moving towards an an-
swer to these questions (see summary of 
speech on page 20 for details).

Q: Have you had discussions here in Vienna 
regarding this?

A: Not beyond Dr Purnomo and the Saudi 
Minister, HE Naimi, agreeing to attend our 
proposed meeting in Delhi. Arne Walther 
of the International Energy Forum is an 
old friend of India’s — he was the Norwe-
gian Ambassador for a long time — and 
I’m sure that, along with him, we could 
work out relations with different partici-
pating countries on when and where and 
how we could find the optimal venue and 
time for such a meeting.

Q: When you said the current market price 
structure is obsolete, what would you be look-
ing to replace it with?

A: WTI output has fallen by 74 per cent 
in the last 20 years, Brent output has fall-
en by 59 per cent in the last 10 years, and 
Dubai’s output is now lower than that of 
Bombay High, so when you’ve got three 

markers from declining production cen-
tres, I would say we are getting into an 
obsolescence situation. What we need to 
recognize is that while two-thirds of west 
Asian oil used to go to America a few dec-
ades ago, two-thirds of that oil is now go-
ing to Asia. And if there were discounts 
available to the USA by having been a 
major consumer, then the new kid on the 

block — the Asian consumer — ought 
surely to be benefiting from that kind of 
benevolence.

Q: Returning to your contacts with the Min-
isters here, is it true that you’re very close to 
agreeing a deal with Iran?

A: Yes, I think we’re close to it. We have 
had a package of measures for co-operation 
in the hydrocarbon sector under discussion 
with Iran, and things have progressed fairly 
far forward in the two intensive rounds of 
negotiations that I’ve had with my Iranian 
counterpart. However, the most difficult 

session — which is dotting the i’s and cross-
ing the t’s and actually putting your name 
to an agreement — is yet to take place, so 
that process is still ongoing and I wouldn’t 
want to jump the gun on that. 
     Angola is another very important area 
of co-operation for us. In view of the sol-
idarity that India expressed with Angola 
through their long freedom struggle — 

symbolized by the visit by Indian Prime 
Minister Rajiv Gandhi made to Luanda at 
the height of the struggle, on which I per-
sonally accompanied him — I have said to 
the Angolans that after they exercise their 
right of pre-emption on offshore block 18, 
they might perhaps consider the possibility 
of farming India into their share of that 
block, and they have kindly agreed to do 
so.
     I’ve also had very important discus-
sions with the Norwegian Minister, who 
was slightly startled to learn that relations 
between our two public sector giants — 
ONGC and Statoil — had run into rough 
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weather last year, due to a dispute over a 
deep-sea water drilling contract. We have 
agreed that not only should these majors 
get together once again and try to sort 
things out, but perhaps we need to cement 
an agreement that will provide us with a 
channel of communication to sort out 
such difficulties as may arise in the future. 
     A meeting with Sudan was also of some 
significance because we are neck-deep in 
developing the oil sector in Sudan. We are 
already a participant in the Greater Nile oil 
project. We have already obtained rights to 
explore and produce in blocks 5A and 5B, 
and we have interests in other blocks there. 
We have begun the work of building the 
pipeline between the Khartoum refinery 
and Port Sudan. Finally, we have prepared a 
detailed feasibility report for the old Sudan 
refinery, which initially the Sudanese were 
considering revamping. However, that has 
now virtually become a green-field project, 
where they will invest close to $1.0 billion, 
so we’re going to meet with them again in 
Khartoum to discuss the final minutiae of 
the agreement.

Q: So the deal will be to build practically a 
whole new refinery?

A: Well, it effectively amounts to that, be-
cause the present refinery was originally 
supposed to be revamped at the cost of 
about $250 million, but the option they’ve 
picked now costs four times that, and in 
fact, the funds will have to be raised abroad 
for this, as it’s a large sum of money.
     We’ve also requested an additional al-
location from the Nigerians of their very 
desirable crude, and the Nigerian Presi-
dential Adviser has kindly agreed to put 
this to his authorities.

Q: Can you say how much more it is?

A: Well, we would be happy to get another 
4.0m t, but I doubt that any such amount 
will be on offer, so anything between the 
2.0m t we’ve already got and the 6.0m t that 
we would like would be acceptable. 

Q: As you said in your speech, oil use per 
capita in India is still very low — about 
0.7 b/d, compared with 24–25 b/d in the 
USA. If Indian per capita oil consumption 
increases sharply, where is all that oil going 
to come from?

A: Well, the oil must come first of all from 
conservation, since I don’t doubt that the 
technologies are available to us and afford-
able by us. It takes us 2.88 times as much 
oil as it does for OECD countries to pro-
duce a unit of economic output. So I do 
think it’s extremely important that in its 
own interest, the West should make eas-
ily available to us technologies that enable 
us to conserve the use of oil. Otherwise, 
between China, India and the West, we’ll 
all end up in a race to pre-empt whatev-
er oil supplies are available. That’s where 
the importance of the Rajiv Gandhi Planet 
Protection Fund comes in, and one would 
hope that they will address this issue in 
this context.
     The second thing we’re going to do is 
to substitute oil with gas wherever this is 
feasible, which means that we must look 
for natural gas supplies. Where? Well, one 
possibility is that we’ve had major gas finds 
in the Bay of Bengal, in the northern part 
of our eastern shore. Bangladesh, which 
sits at head of the Bay of Bengal, is sit-
ting on a huge reservoir of natural gas. 
And along the eastern shore of the Bay 
of Bengal, which is the western coast of 
Myanmar, we’ve already hit gas in block 
A-1, so if there’s so much gas available in 
that crescent then who knows, the Bay of 
Bengal may be the North Sea of South 
Asia. If it is, then life starts to look a little 
more rosy for us.
     We are like a kind of island sitting 
in a lake of natural gas. There are huge 
deposits available in Iran which we just 
have to get through Pakistan, and there’s 
a large field in Turkmenistan which we 
could get through Afghanistan and Paki-
stan, but that’s where the problem begins. 
We don’t have a happy relationship with 
Pakistan and there have been security fears 
expressed by the Indian authorities in al-
lowing Pakistan to have a kind of hold on 
our general well-being.
     On the other hand, we can neither 
change geography, nor history. Pakistan 
is going to continue to be our next door 
neighbour forever. Is it not possible for us 
to work out a relationship with Pakistan 
which will enable us to use Pakistan as 
transit territory with confidence? My old 
Cambridge friend Khurshid Mehmood 
Kasuri, who joined the same college at 
Cambridge on the same day as I did, has 
become the Foreign Minister of Pakistan, 

and he’s always been my host in my birth 
place in Lahore. So using our time-tested 
friendship, I had a long chat with him in 
Delhi about ten days ago, and it has been 
agreed that the Oil Ministers of the two 
countries will meet fairly shortly to explore 
the multifarious dimensions of co-opera-
tion in this regard.
     Separately, I’ve had a quick word with 
my Iranian counterpart here, so let us see 
whether this leads to some kind of bilat-
eral meeting. The concept of ‘conversa-
tions without commitment’ is one that I 
owe entirely to the Iranian Minister and 
perhaps India needs three sets of conver-
sations without commitment: Iran, Paki-
stan and India; Myanmar, Bangladesh and 
India; and finally Turkmenistan, Afghani-
stan, Pakistan and India. Were this to hap-
pen, our physical proximity to the large 
available quantities of natural gas would 
substantially alter our degree of depend-
ence with regard to oil.
     Finally, there are LNG supplies, which 
are quite expensive compared to natural 
gas but inexpensive in relation to crude 
oil. We’ve had a successful process of im-
porting LNG from Qatar, and in fact we’ve 
asked to import even more.
     We are in discussions on this subject 
with Iran, and we have the possibility 
of getting LNG from Western Australia. 
So the south-east and south-west coasts 
of India, which appear to be geographi-
cally removed from domestic natural gas 
availability, could perhaps become future 
users of LNG.

Q: That certainly gives you a variety of options 
as regards gas supplies, but does it really solve 
the problem of the transport sector?

A: We have successfully brought CNG (com-
pressed natural gas) into the automotive 
sector, dramatically reducing pollution in 
Delhi, which has gone in a leap from be-
ing the world’s most polluted city to a city 
that is much less polluted than it used to 
be. And we do intend to complete Euro-
IV standards in automotive fuels for every 
kind of vehicle and for every part of the 
country by the end of the decade. So the 
transport sector could, up to a point, be 
looked after by gas, but there’s no escap-
ing petrol and diesel. 

Excellency, thank you very much.
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Question: What were the immediate chal-
lenges facing you when you assumed your po-
sition as President of PDVSA after the failed 
coup in April 2002?

Answer: As you know, when I went back to 
Venezuela, the country was under a lot of 
pressure from a number of factors. Firstly, 

there were the consequences of the failed 
coup. One of the most important things 
I had to do was to ask what were the real 
factors behind it, and I did this in the con-
text of examining the history of oil, which, 
as you know, is filled with turbulence. 
     In the case of Venezuela, we were living 
for a protracted period of time in a contra-

dictory state. Venezuela was one of the first 
OPEC Member Countries to obtain its in-
dependence, which was in the nineteenth 
century. Accordingly, the Hydrocarbons 
Law of 1943, a very good law, saw that the 
royalties paid by private companies oper-
ating in Venezuela were in line with those 
in the United States — 60.7 per cent, and 

Venezuela’s

PDVSA
Venezuela has been through turbulent times in recent years, with such dramatic events as the failed coup and 

the crippling national strike. Who better than the President of state oil firm PDVSA, HE Dr Alí Rodríguez 

Araque, to tell the inside story of how the oil industry was affected and how it has recovered? The former 

OPEC Secretary General gave this interview to the OPEC Bulletin’s editorial team of Graham Patterson and 

Philippa Webb-Muegge during the OPEC Seminar.

weathers the storm as cultural
revolution shows the way forward
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the income tax was progressively increased 
until it reached 70.7 per cent. So for many 
years, Venezuela had foreign oil compa-
nies operating within the country, which 
essentially established the culture of what 
would become the management of PDVSA 
when the company was created as part of 
the nationalization of our oil industry in 
1975. Although we nationalized the assets 
of the country in the energy and mines sec-
tor, Venezuela continued to live within this 
contradictory state whereby the mindset 
of those who worked within PDVSA did 
not view the company as state-owned. In-
stead, they viewed and treated the national-
ized company as they would a private one.
     This became especially apparent in the 
1990s during the so-called opening up (ap-
ertura de petróleo y gas) of the upstream oil 
and natural gas sectors. In order to attract 
foreign oil companies to Venezuela, royal-

ties in order to upgrade the extra-heavy oil 
projects. And in many contracts, income 
tax was reduced to 34 per cent. So for these 
reasons, the country lost a lot of money.
     When President Hugo Chávez came to 
power in 1998 he stopped the ‘oil open-
ing’ and approved new laws — the 2001 
Hydrocarbons Law and the 1999 Gas Hy-
drocarbons Law. According to these new 
laws, in the case of oil, the royalties paid 
by private companies were increased to 
between 20 and 30 per cent, and the in-
come tax was reduced to 50 per cent, from 
the previous 70.7 per cent. In the case of 
the Gas Hydrocarbons Law, the royalties 
were increased from zero to 20 per cent. 
These changes meant that the government 
had more control of its assets through the 
payment of royalties, rather than impos-
ing higher levels of income tax on private 
companies, the profits of which could be 

within PDVSA strongly opposed these new 
measures. So we can see that oil interests 
were a real factor behind the coup in April, 
in that one of the first decrees that was is-
sued by the self-imposed interim President 
Pedro Carmona Estaga during his brief rule 
was to abolish the Hydrocarbons Law, in 
fact all the hydrocarbons laws and even the 
new Constitution. Fortunately, the people 
of Venezuela and the army managed to de-
feat this dictator after 36 hours or so. The 
first thing that President Chávez did when 
he resumed his rightful power was to call 
for unity from all sides, emphasizing the 
democratic route in overcoming the fun-
damental differences within Venezuelan 
society.
     But in the case of many of PDVSA’s 
top employees, they insisted on maintain-
ing their positions. So when I assumed my 
role as President of PDVSA, I had frequent 

ties were reduced on many occasions to a 
range of between one and 16.7 per cent. 
For example, in the case of strategic associa-
tions, PDVSA charged company royalties 
of only one per cent for many years in order 
to obtain support to export our extra-heavy 
oil. Yet it was the government which was 
financing the building of all the new facili-

offset by costs, meaning that the govern-
ment could, and did, effectively lose out 
on revenues. So by raising the royalties 
the government could maintain some fis-
cal pressure on private companies operat-
ing in Venezuela.
     Of course people were against these 
changes, and surprisingly many people 

discussions with many of them because the 
opposition continued to sustain a perma-
nent attack against Chávez through the 
media and within PDVSA. Throughout 
the year there was much unrest in Ven-
ezuela, and it became more and more ap-
parent that these people were involved in 
a new conspiracy.
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     Finally, in December 2002, the busi-
ness sector of the opposition; the Venezue-
lan business association, Fedecamaras; and 
the Confederation of Venezuelan Workers, 
the country’s biggest union, called for new 
strike action against the government which 
stopped all activities within the country, 
including the oil sector. I remember on 
the second day of this action I called the 
PDVSA board and about 73 people, to ex-
plain to them that it would be a very bad 
mistake to insist on their positions. But I 
couldn’t convince them and they proceeded 
to go on with their strike which lasted for 
almost two months. 
     Consequently, at midnight on Decem-
ber 6, I found myself totally alone in the 
board room. So I called the President and 
told him it was impossible to make any 
decisions because I was without my nine 
other board members. President Chávez 
called on all his ministers in the middle 
of the night to draw up a new statute for 
PDVSA and I assumed all the priorities of 
the board until April 2003, along with the 
help of a task force. It took until March 
this year to appoint 11 new members to 
the board, which include the Venezuelan 
Minister of Energy, members from within 
PDVSA — based on meritocracy — and 
one member from the army.
     We have to take into account that the 
people who went on strike controlled key 
positions within the company — explora-
tion, production, finance, trading, equip-
ment, shipments — everything. At the be-
ginning of December 2002, Venezuela’s oil 
output was almost 3.0 million barrels/day, 
but after the strikes within PDVSA, pro-
duction at the end of December dropped 
to 25,000 b/d. At the time, the first meas-
ure we took was to guarantee the distribu-
tion of fuel to the population to avoid total 
paralysis of the country, which was done 
with support from the government and 
the army. However, the strike action was 
so devastating that PDVSA, which is a pro-
ducer of gasoline, had to import products, 
amounting to a loss of no less than $600m 
in only one and a half months. Many of 
the refineries were sabotaged — we had 
to rebuild many facilities there — and in 
Lake Maracaibo, for instance, oil was spilt 
into the lake.
     There were a great many problems that 
we were faced with in a short period of 
time, the main one being of course dismiss-

als within PDVSA, while other employees 
opted to leave voluntarily. Since then, we 
have gradually managed to overcome the 
effects of the strike action by calling on the 
Venezuelan people, in general; the com-
munities around the facilities; the army; 
and the workers who kept their positions 
within the company. By March 2003, pro-
duction was more than it was on Decem-
ber 1, 2002, totalling 3.3m b/d. Currently, 
PDVSA’s production is about 3.1m b/d.

Q: So you had enough expertise in the com-
munity to fill these vacant positions within 
PDVSA?

A: We called people who had previously 
worked for PDVSA for many years and 
in many different fields. In Venezuela, it’s 
quite normal for people to retire at a young 
age and many of these people returned to 
the company. For instance, the former gen-
eral manager of CRP (Centro Refinación 
Paraguana), one of the most complex re-
fineries in the world with a capacity of 
1.0m b/d, immediately returned to work 
after we called him. He knows the work-
ings of the refinery backwards, and he led 
the recovery of CRP with the assistance of 
his former colleagues. Some of them came 
out of retirement, and in some cases we 
hired very specialized people from abroad 
to restart the activities. 
     So to return to your initial question, 
which is to outline the challenges facing 
PDVSA, I would say that the common 
challenge for all national companies is to 
improve their performance and to add 
maximum value to the natural resources 
the country possesses. Basically, PDVSA 
has a ten point statement which outlines its 
aims, emphasizing activities which need to 
be achieved, and financed, with the general 
aim of reducing costs, where appropriate.
     Specifically, we are looking to obtain 
the best results in production: how to en-
hance oil recovery and secondary recov-
ery; how to upgrade the extra-heavy oil 
projects; and how to obtain the best results 
in gas production, because we are facing a 
shortage in our gas market, which involves 
the building of different pipelines to link 
the eastern part of the country with the 
western. In addition, we are planning to in-
crease refining capacity by around 600,000 
b/d — mainly deep conversion capacity, 
according to the characteristics of our oil. 

All of these projects require investment and 
careful planning in terms of finding mar-
kets for our resources and products. For 
example, we are currently negotiating with 
refineries in Germany to refine heavy oil. 
There are no concrete results so far, but 
the negotiations are under way. 
     Another very important challenge fac-
ing PDVSA is to enhance the efficiency of 
our company by training and re-training 
many people so they become more spe-
cialized, because the majority of our spe-
cialists left at the time of the strikes. Cur-
rently, we’re training people in Norway, 
France and in Venezuela. As we combine 
the skills of the old professionals with those 
of the new ones, we are finding that it’s 
not so difficult to re-train these people. 
We recently had an important meeting in 
Maracaibo and the average age of the en-
gineers in the company was 27 years, and 
50 per cent were women!
     What is historic about this whole 
strike incident is that for many years, the 
oil workers — the blue-collar workers 
if you like — formed the extreme rear-
guard within PDVSA, but as a result of 
this confrontation and the consequences 
of it, they have suddenly assumed the po-
sition of the vanguard. These are people 
with very strong moral convictions and 
they define the main commitment of the 
country, which signals a big change in the 
culture of PDVSA.

Q: Were many of Venezuela’s wells damaged 
during the strikes?

A: Fortunately very few. We were very lucky 
because most of the wells were closed for 
two or three months, in some cases. Ac-
cording to the specialists, the gas pressure 
was evenly distributed and almost all the 
wells were okay. In fact, the pressure was 
better after closure in some wells, so we 
were really lucky.

Q: In terms of the running of PDVSA, do you 
run it as independent company where the gov-
ernment is the shareholder? What is the rela-
tionship between the government and PDVSA?

A: According to universal principles, the 
owner of the natural resources is the na-
tion, and the state assumes the adminis-
tration of these natural resources. PDVSA 
is therefore only an operator so it has to 
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abide by the Constitution of Venezuela, 
according to the different laws relating to 
oil and mines in general. It is the govern-
ment, through the Ministry of Energy and 
Mines, which defines the policies on oil and 
gas, and it is the Ministry which oversees 
the systems, the production, prepares the 
meetings and signs the contracts. That’s 
where the present government of Venezuela 
differs from that during the time of the oil 
opening in the 1990s, when it was PDV-
SA who signed contracts and oversaw the 
administration of those contracts. We are 

returning all these activities to the Min-
istry, but we cannot do this abruptly; we 
have to do it gradually in order to avoid 
conflicts with private companies currently 
operating in Venezuela.
     In making these changes, we haven’t 
found that Venezuela is becoming less at-
tractive to international oil companies. 
Many companies are eager to come to 
the country. For instance, the Ministry has 
organized a tender for the exploration of 
natural gas in the Deltana Platform. In ad-
dition, ChevronTexaco has signed a con-
tract for $6.0 billion in order to produce 
and upgrade extra-heavy oil in the Ori-
noco Belt, and ExxonMobil has signed a 
new contract to invest more than $1.0bn 
in new olefins production. Many other 
companies have shown a keen interest in 
Venezuela, and even independent compa-
nies from the United States are coming to 
Venezuela, which is fascinating. 

Q: Speaking of the United States, PDVSA 
has a substantial interest in US refineries 
operating under its affiliate Citgo. Can you 
tell us more about PDVSA’s plans concern-
ing Citgo?

A: At the time of the oil opening, PDV-
SA invested a lot of money abroad, and 
in many cases this wasn’t necessary. For 
example, they were investing in refineries 
abroad which were selling the same prod-
ucts as Venezuela was selling abroad, and 
still does. In the case of Citgo, we have eight 
refineries in the States with 2.2m b/d of 
refining capacity. Venezuela’s total produc-
tion is around 3.0m b/d, which effectively 
means that we have to buy oil abroad to 
process it in the American refineries and 
essentially the dividends that come back 
to Venezuela are almost zero. 

Q: So what do you plan to do with these 
refineries?

A: We have to re-align all these activities 
because the refineries in the States have 
the capacity to process the heavy and ex-
tra-heavy oil that we are producing. There 
are an estimated 300bn b of heavy oil re-
serves in the Orinoco Belt — much higher 
than our conventional reserves, which are 
estimated at 78bn b. So we have to try to 
find ways to process our heavy oils.

Q: What memories do you have of your time 
as OPEC Secretary General?

A: Many! Vienna is a very beautiful city, 
it is very well organized and the weather is 
not so bad, even in the winter — it’s almost 
perfect! Some people get bored because of 
this, but I did not have this experience be-
cause I was always very busy. 
     My experience in the Secretariat was 
very important to me because the posi-
tion of Secretary General exposes one to 
the world, so you can see the many per-
spectives of the oil market. My exposure 
to politics began when I was a law student 

involved in political activities, where I was 
a member of the party of Marcos Perez 
Jimenez. But then it unfolded that this 
first so-called democratic government of 
Perez was actually involved in the perse-
cution of many students and workers. It 
was then that I took up my activities as a 
guerilla during the political persecutions. 
During this time I lived abroad at times, 
in quite a few European countries, and it 
was in these countries that I was exposed 
to many different philosophies, and where 
I attended many seminars which made me 
see things from a different perspective.
     Anyway, in 1979, after 19 years of 
living underground I returned to legal 
activities after speaking to the govern-
ment of Luis Herrera Campins. And it 
was in 1984, four years later, that I was 
voted in as a Member of Parliament, and 

then I served as President of the Commit-
tee of Energy and Mines, and later as the 
Venezuelan Minister of Energy and 
Mines.
     So, getting back to my experiences at 
OPEC — I think that all these previous ex-
periences, plus my experience in Venezuela 
working in the energy and mines sector, 
enabled me to put into practice my spe-
cialties in a global context. I’m very grate-
ful that I have been exposed to so many 
ideas and so many interesting people.

Q: It seems like you have strong convictions 
about life, and how you see society and your 
contribution to it.

A: You have to have principles, and if you 
maintain your principles and convictions 
then I believe that you can say that you 
have tried to lead an honest life. At many 
times in my life I have said: we have to 
fight based on reason, with advantage and 
without excess!

The notion of fair play sums you up perfectly! 
Thank you for your time, Dr Rodríguez — it’s 
been good speaking to you again.

“My experience at OPEC was important 
because  being Secretary General
exposes one to the world.”
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Question: Congratulations on receiving The 
OPEC Award yesterday for your lifetime of 
service to the energy industry. In your ac-
ceptance speech, you made the very interest-
ing point that sometimes it’s more important 
not to seek the truth, but to try and seek what 
isn’t true. Can you elaborate?

Answer: Thank you. What I meant was 
it’s important to seek the truth, but very 
often we cannot get there. What we can 
get at more easily is to identify what is not 
true. If we know that a certain statement is 
not true, we are better off than if we swal-
low it whole.

Q: And how would we apply this to the cur-
rent market situation, where we’ve seen con-
sistently high prices?

A: The first point is that we have to ac-
cept the fact that the discourse of any en-
tity — be it an oil company, a govern-
ment, an organization, or the media — is 
always essentially addressed to a specific 
audience, and there will be a lot of things 
in that discourse which are not true. By 
not true, I mean they are not related to the 
situation that one wants to discuss or ana-
lyse. So if one is able to weed out this part 
of the discussion instead of swallowing it 
whole, then we are better off. Sometimes 
it’s easy and sometimes it’s difficult, that’s 
one problem. But there’s another obsta-
cle, which is that those who listen to the 
discourse, or read the news or whatever, 
either don’t want or don’t have the time to 
react to it critically. 

Q: So such claims may be accepted because 
to disprove them would be too difficult or too 
time-consuming?

A: Exactly. But you know, the point is 
that if you take ten minutes to think 
about it, you can often find an indirect 
way to check the probability of the truth 
of a statement.

Seeking the truth in a world of complexity

The day after receiving The OPEC Award for 

his many distinguished contributions to the 

global energy debate over the years (see report 

on following pages), Professor Robert Mabro of 

the Oxford Institute for Energy Studies gave this 

interview to the OPEC Bulletin’s editorial team 

of Graham Patterson and Philippa Webb-Muegge, 

and OPEC News Agency Editor, Umar Aminu.



36 OPEC Bulletin September 2004 37

     If you take the private oil companies, 
I’m old enough to remember that in the 
late 1960s and 1970s, their discourse 
was addressed to the governments of the 
countries where they were exploiting the 
resources. What they wanted was for the 
governments not to put high taxes on the 
production, as in the North Sea, for ex-
ample. So the discourse was always pessi-
mistic about the level of oil reserves. Some 
oil companies who were working in the 
North Sea were saying that there was not 
much oil there. They said that high taxes 
on the fields would discourage production, 
because there was not much oil anyway. 
So with the passage of time, they man-
aged in many countries to convince gov-
ernments not to put a heavy fiscal burden 
on them.
      Now, however, the oil companies are 
not interested in governments, they’re in-
terested in the financial sector, the share-
holders and the oil analysts, and so the 
discourse has changed completely. Now 
they say that there is plenty of oil where 
they are operating, and that their produc-
tion is going to increase by such and such 
a percentage per year. Why? Because this 
helps the oil analysts to rate the company 
highly, to improve the share price, etc, be-
cause the audience has changed. 
     So on both occasions they didn’t tell 
the truth. When they were understating 
the reserves and production, this was be-
low what they could do. And now that they 
are overstating, it’s above what they can do. 
If you have thirty years of experience, you 
don’t care about anybody, you just want to 
understand what is going on, and so you 
notice the switch. Now when they tell me 
that their production is going to increase 
by 10 per cent, I say, “Perhaps not.” When 
they say there are plenty of reserves, I say, 
“Perhaps yes, perhaps not. I don’t know. 
You’re saying that far too often. Why?”

Q: How can this be circumvented? How can 
the truth become better known to a broader 
general public?

A: It cannot be. No, you have to be a mav-
erick. To seek the truth is part of my job, 
but if I worked for a commercial consul-
tancy, or an oil company, or for OPEC, or 
for the government of a producing coun-
try or an OECD country, I could not do 
it. So that’s why I decided that I value my 

independence of thought, I value the abil-
ity to be able to say whatever I want. The 
result is that instead of earning £300,000–
400,000 a year plus bonuses, like some of 
my students are, I take a university salary, 
and I live honourably and comfortably. 
That’s fine, that’s my choice. But I can’t 
find many people, in fact I can’t find any-
body, who wants to do the same thing. So 
who’s going to succeed me?

Q: Who indeed? After all, this is the era of 
think-tanks supported by one or the other 
party, paid consultants, lobbyists, spin doc-
tors and so on.

A: It’s worse in the United States than it is 
in Europe, much worse! I will give you an-
other example: the discourse of the OPEC 
Oil Ministers and of OPEC is: “Our aim 
is stability.” That begs the question: what 
do we mean by stability? Do we mean a 
constant price, and if so, constant in nomi-
nal terms or constant in real terms? Do we 
mean the stability of a trend, or a rising 
trend, and at which angle? That begs anoth-
er question: how can stability be achieved 
when the price is determined by another 
entity called the futures market?
     What OPEC is doing and doing well 
is preventing the price from falling to lev-
els that would cause a lot of harm to the 
producing countries’ interests. OPEC has 
so far proven to be very good at prevent-
ing a collapse. Look at what happened in 
2001 after 9/11; the price came down to 
$17/barrel, but it was retrieved. On the 
other hand, the truth is that if the price 
goes up because the market is tight and 

there’s no surplus capacity, there is noth-
ing any producer can do. The market has 
taken over. 
     And this is the paradox: everyone be-
lieves that OPEC is strong, and has influ-
ence and importance, when the prices are 
high. But when the prices are high because 
the market is tight, this is in fact when 
OPEC has no power. However, when the 
market is slack, and everyone says that 
OPEC is weak and the price is going to 
fall, and then OPEC does prevent a price 
collapse, this is when they are strong. So 
OPEC is strong when, in the judgment of 
the media and the consultants, it is weak, 
and it is weak when the view is that it’s 
strong. And when you say that, people say, 
“How interesting!”

Q: But OPEC isn’t in control of even 50 per 
cent of the market.

A: Yes, but all you need to do is control the 
margin. There is this idea that you have 
power if you have, say, 60 per cent of pro-
duction in the world, or 80 per cent of the 
exports, but again, it’s not true in economic 
terms. You have power if you control the 
margin. And OPEC has had control of the 
margin for a very long time, because it has 
surplus capacity.

Q: Can we look at the role of that?

A: You see, there are two main points here: 
OPEC has surplus capacity, mainly in the 
Gulf, which makes it easier to increase pro-
duction if needed. It also has, mainly in 
Kuwait and Saudi Arabia, fields that do not 
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suffer if you reduce production, which can-
not be done in the North Sea, for example. 
In the North Sea, if you reduce production, 
you affect the recovery rate badly, which is 
not the case if you reduce production in 
these OPEC fields, because they are very 
robust structures. Now, if you have these 
two things — surplus capacity that you can 
use when you need to increase production, 
and the ability to reduce it when needed 
by a reasonable amount without damag-
ing your fields — you are controlling the 
margin. And you don’t need to have 40 
per cent or 60 per cent or 90 per cent of 
the market. So there is more flexibility in 
OPEC countries than there is in the North 
Sea, and that’s OPEC’s strength.
     Now the mechanism is the production 
policy, which again is what people misun-
derstand. The purpose of the production 
policy is to signal to the market — which 
determines the price — an intention about 
the price. So you’re using one language, 
which is the production language, to pass 
a message on in another language, which 
affects the price. Now you could have a 
transmission problem on the way, mean-
ing someone may not receive the signal. 
But the whole strategy, the whole system, 
is a system of signalling. You’re telling the 
market you don’t like the way prices are 
going, so you’re reducing the quotas. Now, 
if that sounds credible the market will take 
note.
     So what makes it credible? Firstly, that 
OPEC appears united. The moment the 
market feels that there is a disagreement, 
the signal loses its strength and becomes 
dim. Also the policy has to appear to be 
credible, that the numbers are reasonable. 
Now after that, if the countries respond to 
the demand — because we never know 
what the demand is in advance, so the quo-
tas may be above or below the demand — 

which most of them do, you have achieved 
something, but you still have to be careful 
that you are not too far from the quota, 
because that weakens the signals.
     So the game, you see, is to give the 
right signal to the market about prices and 
core production policy, but that actual pro-
duction should not destabilize the market 
because you are trying to meet demand at 
prevailing prices.

Q: But sometimes the market appears to be 
extremely sensitive.

A: Yes, it’s sensitive, of course, because what 
I call the OPEC signals are only one ele-
ment in the market.

Q: Do you think the market takes these sig-
nals in conjunction with one another? Do 
they analyse all of these signals, or do they 
simply react?

A: No, they don’t analyse them! It’s like 
a system which is being bombarded by 
neutrons!

Q: But could another, more analytical, type 
of system be used instead?

A: No. I mean, I don’t like the current 
system, and everybody knows that I don’t 
like it, but then people challenge me and 
ask me what I would put in its place. And 

I say, “Give me some time to think about 
it!” You see, there are two alternative sys-
tems. If you rely on the futures markets, 
you’re going to have volatility all the time. 
But if you administer the prices, as OPEC 
used to do, you’re going to have step-by-
step changes, and you may also have big 
shocks.
     Both systems have their drawbacks. I 
still believe in the price system, provid-
ed it allows for a safety net for countries 
that suffer because they’re more exposed 
to competition than others. This was the 
case in the 1980s with Nigeria, which bore 
all the brunt of the non-OPEC oil arriv-
ing in the Atlantic Basin, whereas the Gulf 
was much more insulated because most of 
their exports went to the Far East, where 
there was little or no competition. 
     Now, however, if you announce to 
the world that you’re reducing produc-
tion, you’re going to be branded as a car-
tel. There’s no escaping that. I used to say 
that OPEC was a trade union, not a cartel. 
It is not a textbook cartel, it is more like 
a trade union — except that trade unions 
go on strike!
     Everybody needs OPEC. The OPEC 
countries need OPEC anyway. The non-
OPEC oil-producing countries need 
OPEC because it’s OPEC that guaran-
tees them the price. The oil companies 
love OPEC — even though they don’t 
say it — because it secures them a good 
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price and their profits increase. They’ll tell 
you that it’s due to technology and cost 
reductions, but this is peanuts compared 
to what they make when the price goes 
from $20 to $30 or $40. Now, perhaps it’s 
not OPEC that pushes it to $30 or $40, 
but that’s the impression they have. The 
OECD countries want OPEC because it 
gives them something to blame, which is 
good for public opinion.

Q: Do you think the OECD countries are 
coming closer to understanding OPEC’s view 
on prices?

A: I think that for a long time, there was 
an implicit consensus on a price of about 
$18, and then after that we had an implicit 
consensus of $25. The question today is 
whether this consensus has changed. My 
answer is that it’s too early to say. If we 
give the market a bit of time to find its 
way, I would be very surprised if we don’t 
get a new consensus within a year or so 
of between $30–35, of what’s comfort-
able to OPEC.

Q: What’s your view on changing the OPEC 
price band?

A: The issue is not the price band, the is-
sue is whether the main parties — the oil 
traders, governments, etc — begin to think 
that $30 or whatever is OK. People don’t 
understand the band. What’s important in 
the band is the lower limit. In other words, 
if OPEC sees the price falling through $22, 
or heading in that direction, then they will 
do something. The upper limit is there be-
cause in any band you have to have two 
limits. But the objectives and the policy 
issues are related to the lower limit, and 
people don’t understand that. 

Q: What about the question of OPEC supply-
ing the incremental barrel in the future?

A: I’m not an astrologer!

Q: But some countries seem to be fearful 
that OPEC is going to be relied upon more 
and more…

A: There is going to be more reliance on 
OPEC, but it’s not going to be a linear de-
velopment. There are going to be ups and 
downs. If you look at the next six to ten 

years, it may be that a lot of supply comes 
onto the market together. We could have a 
situation where it all comes together from 
Iraq, Russia, Angola and so on. You could 
have a convergence on the supply side at 
one point in 2008 or 2010, and if that hap-
pens at a time when there’s a world reces-
sion, then OPEC will suffer, of course. If 
it’s more spread out, there’s no problem. 
If you look at the trend between now and 
2020, and you plot it as a straight line and 
you see where that line is going, then of 
course, it’s absolutely certain that reliance 
on OPEC will increase.

Q: And what about the geopolitical angle?

A: That’s when people have to be careful, 
because the Americans and the British are 
trigger-happy; they’re over-excited people. 
I’m very sad about what happened in Iraq. 
But the small silver lining in the cloud is 
that perhaps it will fall to the superpow-
ers to think twice about getting into this 
type of intervention. Armies are designed 
for technological warfare against armies of 
another superpower. They’re not designed 
to police the streets of a big capital. It’s 
not their job. It’s like asking a geologist to 
remove your teeth. He’ll remove all your 
teeth and will not know how to do it.

Q: Do you think we’re in for a period where 
non-fundamental factors like the situation 

in the Middle East will continue to have an 
increasing influence on oil prices?

A: My view is that any factor that affects 
the perception about supply or demand 
is part of the fundamentals. People have 
a very narrow concept of fundamentals, 
like how many barrels are being produced 
now and how many barrels are being de-
manded now. That’s correct and it’s impor-
tant, but the futures market doesn’t look 
at all that is happening today — and who 
knows what’s happening today? If there is 
a possibility that, say, Iraq may not be able 
to produce in the winter because some-
body blows up a pipeline, the price will 
get pushed up now. 
     Suppose you have in your house a Pi-
casso whose current value is $100,000, but 
some experts come and tell you, “Wait a 
minute, there’s going to be a big auction in 
three months’ time and your Picasso will 
fetch $300,000.” Would you still sell it at 
$100,000? No, the current price of the 
Picasso in your head becomes $300,000. 
So, traders who feel that there could be 
a supply disruption, or a cold winter, or 
that Chinese demand is going crazy, will 
say to themselves, “Wait a minute. That 
barrel will cost $50 in three months’ time. 
Why should I sell it at $25 now? I’ll bid 
the price up to $30, or $35, or $40.”
     To my mind, this is not speculation, 
because speculation has a pejorative mean-
ing. To my mind, that’s anticipation of 
what may happen in the future, to which 
I assign a probability, and my current price 
has to adjust closer to what the future price 
is going to be. Look at the last monthly 
report by the IEA, from August, where it 
talks about “irrational exuberance.” What 
do they mean by irrational exuberance? 
Why is it irrational? If I look at the future 
and believe that things may be different, 
shouldn’t I adjust my behaviour according 
to that? There’s nothing irrational about 
that.

Q: Finally, what about the role of funds in 
the market?

A: They’re there to make a profit. Every-
body doing business is in it to make mon-
ey. Now, if you don’t like that, re-enact the 
Soviet system!

Professor Mabro, thank you very much.



mation Department, Dr Omar Farouk Ib-
rahim, noted that the Professor had been 
a major international figure in energy 
economics for more than three decades.
     “He has founded institutions which 
have rivalled the very best across the globe, 
in standards of academic excellence in en-
ergy matters. His drive and enthusiasm 

have paved the way for ad-
vances in scholarship, which 
have led on to many notable 
achievements in the petrole-
um sector, his special inter-
est,” Ibrahim said.
 Professor Mabro’s in-
terest in oil began in the 
early 1970s, and in 1976 he 
co-founded the Oxford En-
ergy Policy Club, which still 
meets twice yearly. Two years 
later, he established the Ox-
ford Energy Seminar, which 
is held every September and 
attracts high-calibre interna-
tional energy experts to dis-
cuss topical issues. He set up 
the highly-regarded Oxford 
Institute for Energy Studies 
in 1982, and was its Direc-
tor until his retirement in 
2003, at which time he was 
appointed President.
 Mabro is the author, 
co-author or editor of nu-
merous important publi-
cations on energy, and his 
contributions to the indus-
try have been recognized by 
many awards, including one 
from the International Asso-
ciation of Energy Economics. 
He has also received the CBE 
(Commander of the British 
Empire) from Britain’s Queen 
Elizabeth II, medals from the 
Presidents of Venezuela and 

Mexico, and the Officier des Palmes 
Academiques from France.
     Inviting Mabro to receive The Award 
from the Conference President and Secre-
tary General, Ibrahim added: “Today, it is 
OPEC’s turn to publicly recognise the in-
estimable contribution of this great inter-
national scholar from Alexandria, Egypt, 

The OPEC Award
recognizes lifetime achievements of distinguished 

academic Professor Robert Mabro

The lifetime achievements 
of distinguished aca-

demic and internationally-
renowned energy expert Pro-
fessor Robert Mabro were 
recognized at the OPEC 
Seminar on September 16 
when he became the first reci-
pient of The OPEC Award.
     The Award acknowledges 
the numerous contributions 
made to the global energy de-
bate over a span of more than 
30 years by Professor Mabro, 
who is one of the most well-
known and respected figures 
in the industry.
     Outlining the ideas be-
hind the introduction of 
The Award, the OPEC 
Conference President and 
Secretary General, HE Dr 
Purnomo Yusgiantoro, said 
that it would be presented 
biannually at the OPEC 
Seminar to energy specialists 
whose views, contributions, 
dedication and enthusiasm 
had become synonymous 
with excellence.
     “It is time to look back 
over recent decades and con-
template excellence, individ-
uals whose contributions have 
been both timely and time-
less, individuals whose pres-
ence has stood for progress, 
integrity, authority, candour. 
When these individuals speak, others stop 
and listen,” Purnomo said.
     “It is an Award for lifetime achieve-
ment — but, in making it, we do expect 
to continue to benefit from their acquired 
wisdom for many years to come!” he noted.
     Outlining Professor Mabro’s achieve-
ments, the Head of OPEC’s PR & Infor-
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to the knowledge of en-
ergy economics.”
     On accepting The 
Award from Purnomo, 
Mabro extended his 
thanks to the Ministers 
and Governors of OPEC, 
the Secretary General, the 
staff of the Secretariat and 
everybody who contrib-
uted to The Award. 
     “I’m very happy this 
was given to me when 
I’m coming very close to 
the end of my profession-
al life, because if it had 
come earlier, I might have 
been tempted to become 
biased,” Mabro said.
     “I was tempted to do a 
Marlon Brando and refuse 
the Oscar, but then some-
body told me I should 
always accept awards 
because it makes your 
friends very happy and 
it causes a lot of pain to 
your enemies!” he added.
     Mabro said that what 
he had tried to do in his 
30 years of profession-
al life was to see clearly 
among all the confused 
types of convention-
al wisdom which arise 
about energy and other 
relevant matters. It was, 
he said, more important 
to identify what is clearly 
not true, than to try and 
find the absolute truth. 
     “The problem is that 
the discourse of the vari-
ous parties which consti-
tute the world of energy is 
always addressed to a par-
ticular audience. So you 
know, when the oil com-
panies make a speech, 
they have in mind the shareholders. Gov-
ernment officials have in mind the politi-
cal constituency at home. When the press 
report something, they look at the reader 
and try to give them news that deserves 
the headlines, and so on. 
     “So in all that, one needs to dig serious-
ly and try to find out what in this discourse 

is useful, what in this discourse is appli-
cable and addresses the real problem, and 
to determine any vested interests. And I 
think this task is important,” Mabro noted.
     The importance, he went on, lay in 
the fact that one of the causes of volatil-
ity and instability of the market was that 
the conventional wisdom in data inter-

pretation did not neces-
sarily reflect the real sit-
uation. Accordingly, he 
said: “It leaves OPEC, it 
leaves the oil companies, 
it leaves the trader on the 
floor of the NYMEX or 
the IPE to act according 
to that conventional wis-
dom, and as a result they 
often act in a way that 
does not correspond to 
the real situation.
 “Now this task, the task 
of clarifying the issues, is 
difficult. There aren’t 
many people who’d vol-
unteer to do it. For that 
I’m grateful for The 
Award, if it represents 
the recognition that 
this task is important, 
and the various power-
ful groups in the world 
of energy would in the 
future support this type 
of independent and dis-
interested work, because 
I think it makes a small 
contribution to making 
the world a more stable 
place, and the relation-
ship between the various 
parties more fruitful and 
more focused,” Mabro 
added.
 He also thanked eve-
ryone who had helped to 
make the Oxford Energy 
Policy Club, the Oxford 
Energy Seminar, and the 
Oxford Institute for En-
ergy Studies such a suc-
cess over the years. Sup-
port, he said, had come 
from international oil 
companies, OPEC offi-
cials and representatives 
of the OECD.

     “If it is continuing today, it’s precisely 
because of the success of these people who 
have continued to support us. So thank you 
again very much, thank you in the name 
of all those who’ve worked with me over 
the years in the Seminar, in the Institute, 
without whom this would not have been 
possible,” Mabro concluded.

Top: Professor Mabro receives The OPEC Award from Dr Purnomo.

Above: Professor Mabro is congratulated by the Director of OPEC’s Research 
Division, Dr Adnan Shihab-Eldin, the Head of Data Services Department, 
Dr Muhammad Al-Tayyeb (second left), the Head of PDV UK, Dr Bernard 
Mommer (c), and the Head of Petroleum Market Analysis Department, Mo-
hammad Alipour-Jeddi (r).

September 2004 41



42 OPEC Bulletin September 2004 43

here is only one game in town, 
and that is OPEC. That is the 

view of renowned oil analyst, Pro-
fessor Thomas R Stauffer. 

Asked how he saw the future of 
OPEC over the next 10–15 years, he 
replied: “Where is there any significant 
competition? It is guaranteed its signifi-
cance in the world oil market, because there 
ain’t no other place to go. There will prob-
ably be more oil coming out of Russia. But 
the North Sea is beginning to decline. The 
other areas are declining (too). There is 
only one game in town.”
     Genial, insightful and controversial, 
Tom, as he is affectionately known, has 
been moving in OPEC circles almost since 
the formation of the Organization 44 years 
ago.

     In fact, as he himself puts it, “I wan-
dered into oil” as a young academic in the 
late 1960s, and he has never managed to 
wander out of it. “It has never been dull,” 
he claims.
     “The oil market today is absolutely fas-
cinating,” he said, “because I don’t know 
of a precedent for any significant com-
modity where you have a stable price at a 
non-equilibrium level. The reason can be 
summarised fairly simply. It’s terror.
     “Non-OPEC producers and compa-
nies are afraid to invest on a large scale, 
because they are sure that prices will go 
down. If they are not investing very much, 
there is not much competing oil and there-
fore prices are staying up.
     “So that (means) OPEC is in the most 
bizarre position today — because of a sta-

ble and non-equilibrium price, revenues 
are much higher than they would be oth-
erwise and competition is less than expect-
ed.” There could not be a better situation 
than that for producers, he added.
     “It has been truly remarkable over the 
last five years that prices have been, on 
the whole, high and rising, but there has 
been very little response in terms of non-
OPEC supply,” Tom added. “You have to 
discount Russia, because Russian exports 
are almost price-independent.” The situ-
ation there, he said, depended upon the 
local politics and other factors peculiar to 
that country.
     “You look at non-OPEC production 
outside of Russia and the response to high 
prices has been extraordinarily low,” he 
continued.

OPEC
— the only game in town

After enjoying a long and distinguished career as an academic and in the energy 
industry, Professor Thomas R Stauffer received a Special Award on Septem-
ber 17 at the OPEC Seminar. Earlier, during a visit to the Secretariat in August, 
when he made a presentation on ‘The current debate about oil depletion and the 
inadequacy of Saudi reserves’, he gave an interview to the Head of OPEC’s PR 
& Information Department, Dr Omar Farouk Ibrahim; the former Head of Energy 
Studies Department, Saadallah Al-Fathi, and PRID Editors Jerry Haylins and Keith 
Marchant, who wrote the following article. 

T
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     “I don’t think anybody could have fore-
cast the kind of market we have had in the 
past five years. It doesn’t make sense. It vio-
lates economic views, for whatever that is 
worth. It violates common sense. It is an 
extraordinary period.”
     When placed in the context of the 
present high prices, he said: “All produc-
ers are raking it in. It isn’t just OPEC. It 
is the American domestic producers, Ca-
nadians, Norwegians. Anybody who has 
oil to sell today is reaping the benefit of 
this extraordinary, peculiar market.”
     Tom, 69, is well-qualified to comment 
on the market outlook, because, in addi-
tion to the vast experience he has accu-
mulated since the 1960s, he has a curious 
blend of academic credentials which cov-
ers both the applied and social sciences. 

He says that, after studying engineering, 
“I took the primrose path to economics 
— from something that is real to some-
thing that is fake.”
     He was educated as an engineer at the 
Massachusetts Institute of Technology and 
the University of Munich, before receiv-
ing an MA in Middle Eastern Studies and 
a PhD in Economics from Harvard Uni-
versity. Throughout the 1970s and 1980s, 
he held regular teaching posts in the USA 
(Harvard and Georgetown Universities), 
Austria (the Diplomatische Akademie in 
Vienna) and in the Middle East.
     He describes himself as an interna-
tional oil and finance consultant based in 
Washington, DC, as well as being a teacher 
of economics. His specialities include oil 
and gas taxation, valuation in international 

law, the geopolitics of the Middle East and 
comparative energy economics. Recent re-
search has focused on risk analysis applied 
to ventures in the Middle East and Central 
Asia and on pricing strategies for OPEC. 
Further work has addressed the economics 
of water production and desalination. He 
has published extensively, both academi-
cally and journalistically.
     Away from academia, he has served 
twice in the Executive Office of the US 
President, the anti-trust unit of the Fed-
eral Trade Commission, the International 
Energy Agency, the United Nations Devel-
opment Program and the UN Industrial 
Development Organization. Private sector 
clients include major oil companies.
     He has also had a close connection to 
OPEC extending back to the 1960s, and 

Professor Stauffer with his wife Ilse.
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this has included being a consultant to the 
OPEC Secretariat and several OPEC Min-
isters. He has advised some Middle Eastern 
governments in negotiations and arbitra-
tions before international bodies, and has 
appeared as an expert before numerous 
tribunals in tax and nationalisation cases 
and regulatory matters. He has, as a result, 
witnessed first hand most of the landmark 
events affecting OPEC throughout its his-
tory.
     Tom’s first real presence within what 
was shortly to become the OPEC fold oc-
curred in the late 1960s, when he went to 
Iran for more than half a year to prepare 
a thesis on the economic relationship be-
tween tribal societies and sedentary socie-
ties in that country.
     However, after leaving the country pre-
maturely, he returned to the USA, where 
he began a thesis at Harvard University on 
the importance of oil to the US balance of 
payments, which he said was “a hard is-
sue”, and he ended up doing a mathemati-
cal thesis on the theory of capital. “This 
is what got me into the oil business,” he 
said.
     “It got interesting very quickly, because 
I gave a paper in Baghdad in 1967 at the 
Sixth Arab Petroleum Congress, which 
caused a great deal of controversy,” and 
this rapidly shaped his involvement in the 
oil industry.
     He recalled with fondness “when 
OPEC was a tiny office in Geneva,” be-
fore the Secretariat was moved to Vienna 
in 1965. That was a period when the issue 
of participation versus nationalisation was 
being fought out among the early Mem-
bers.
     “I remember being bothered by 
what has since been called the OPEC 
barrel. Politically, it was a very effective 
symbol, but the economic theory was 
wrong. However, taking very academic 
positions in the late 1960s was a ques-
tion of what a fair price should be, and 
so on. And then we realised that there 
was no such thing as a fair price for oil. 
It took a while.”
     He described the Tehran Agreement 
of February 14, 1971 as being the turning 
point for OPEC. “It changed the bargain-
ing power of the producers,” he noted, even 
though its true impact on “the negotiating 
power of the producers was not well un-
derstood at the time.” The Tehran Agree-

ment passed the initiative in oil pricing 
from the multinational companies to the 
exporting countries.
     “There was a hysterical movement from 
1973 onwards to reduce oil imports,” he 
said, referring to the situation in the USA 
after the Arab oil embargo. “All sorts of 
devices were used to hide the subsidies. 
That lasted actively for ten years or so. It 
has since changed to a lower level of in-
tensity.”
     When asked to reflect on how OPEC 
had developed over the years, Tom replied: 
“It has recognised, from the mid-1980s on, 
that neither a high price nor a low price 
was attractive to them. They needed a price 
somewhere in the middle and, to do this, 
they had to co-operate. What is remark-

able is that most of the governments un-
derstood this.”
     The oil price collapse of 1986 re-em-
phasised the need for co-operation. “Since 
then,” he said, “there has been a rational 
response, in terms of the need to co-oper-
ate, and it is adding to the strangest fact 
that, for much of the time, OPEC seems 
to be making strenuous efforts to bring 
prices down, for fear of competition. At 
this point, prices are high and there is not 
much competition at stake.”
     OPEC had operated “quite successful-
ly” since 1986, he added. “Whatever it is 
doing or not doing is working. The price 
shock in 1986 taught a lot of people les-
sons, including the non-OPEC produc-
ers, who are frightened of a price collapse. 
Today, the implications of a price collapse 
for non-OPEC producers are more serious 
than they used to be.”
     He continued: “Competitors are much 
more sensitive to downside movements 
than they used to be. This goes back to 
those terror factors. There are still Ameri-
can companies which test any new project 
against the $17/b oil price.
     “If one were being crassly cynical, 
OPEC should make itself look as weak as 

possible, because this frightens the com-
petition even more!”
     Tom’s fascination with oil and OPEC is 
matched by his love of Austria and its capi-
tal city, Vienna. He taught at the Diploma-
tische Akademie in 1982–84 and has made 
many presentations at the OPEC Secretar-
iat over the years. He visits the country for 
a month every summer, sharing his time 
between Vienna and the mountains.
     When asked what he liked the most 
about Austria, he replied: “Trüffel Torte 
(chocolate cake), Zwiebelrostbraten (steak 
with onions), the wine and the walks. The 
countryside is beautiful. It is as orderly as 
Germany, without being as rigid. It is a 
great place to live.”
     There is a strong Germanic connec-

tion in his family and his wife, Ilse, is Ger-
man. They have three grown-up children 
and one grandson. He was born in the 
small town of Fremont, Ohio, in Febru-
ary 1935 and was brought up in Cleveland 
and across the Canadian border, in south-
ern Ontario.
     Sadly, Tom has suffered ill health in re-
cent years. Nevertheless, although semi-re-
tired, he is in the process of recovering and 
editing four documentary films he made 
on the Middle East in the 1960s. “They 
were lost … (but) have been salvaged by 
the Smithsonian Institution,” who will 
later release them.
     “One of them is on the (Iranian) tribes 
that make carpets,” he said. Another was on 
how you make Iranian carpets and textiles. 
There was also one on “other non-carpet 
crafts in Persian bazaars.” Indeed, he and 
his wife collected rugs at home, “for as long 
as we could afford them.” Another hobby 
is collecting postage stamps of revolutions 
and coups d’etat!
     He spent a year on his first documen-
tary venture, filming for the British natural 
history film-maker, Sir David Attenbor-
ough, in the North-West Frontier Prov-
ince of Pakistan.

“Since 1986, there has been a rational response, 
in terms of the need to co-operate.”
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rofessor Thomas R Stauffer, one of the 
world’s most knowledgeable and best-

known energy experts, received a Special 
Award from OPEC in recognition of a ca-
reer devoted to energy issues at the OPEC 
Seminar on September 17.
     Introducing the Award, the President 
of the Conference and OPEC Secretary 
General, HE Dr Purnomo Yusgiantoro, 
noted that even those who have worked 
at the OPEC Secretariat for more than a 
quarter of a century say they cannot re-
member the pre-Stauffer era, nor can any-
body actually recall when he first set foot 
in the Secretariat.
     “At the same time, however, nobody 
can forget the larger-than-life experience 
when he pays one of his frequent visits. His 
views are enlightening, perceptive, well-
considered, thought-provoking and, quite 
often, challenging to established opinions,” 

Purnomo, who is also Indonesia’s Minister 
of Energy and Mineral Resources, said.
     After outlining some of the highlights 
of Professor Stauffer’s long and fascinating 
career (see interview on previous pages for 
details), Purnomo invited him up on stage 
to receive the Award with the following 
words:
     “We consider Professor Stauffer to be 
truly an OPEC man! We have decided, 
therefore, to present this distinguished ac-
ademic with a Special Award, in recogni-
tion of a career devoted to energy issues, in 
particular to petroleum, OPEC, the Mid-
dle East and the developing countries at 
large.”
     Accepting the Award, Professor Stauffer 
thanked Purnomo and noted that he had 
indeed been around OPEC for as long as he 
— or anyone else — could remember.
     “It started off in a small office in Ge-

neva, which is 40 some years ago, and there 
were two issues: one was how to explain 
the OPEC barrel to reluctant consumers, 
and secondly, how to get diplomatic sta-
tus for OPEC,” he said.
     “But already by 1966, OPEC had 
achieved a pricing victory that everyone 
has forgotten. The price of oil was raised 
by two cents a barrel and withheld to two 
cents because the companies convinced the 
OPEC Ministers that any price increase 
bigger than two cents would shatter the 
world economy,” he went on.
     “After 1966, there emerged a consensus 
among economists — that’s always danger-
ous! — and the consensus was that OPEC 
was going to collapse and that the price of 
oil was going to go to 10 cents/barrel.”
     However, Professor Stauffer continued, 
in 1974–75 there was a new consensus 
which was the direct opposite of the pre-
vious one: that the price would keep on 
rising to over $100/b in the 1980s. “No 
one thought to compare the two consen-
suses,” he noted, adding that since then, 
things had become even more interesting 
and at the same time more puzzling.
     In his own inimitable humorous style, 
Professor Stauffer concluded by suggesting 
that “the recent history, and probably the 
near future, of OPEC can be summarized 
with three lines: two stolen from songs, and 
one stolen from an advertising jingle.”
     In the 1980s, the appropriate song for 
OPEC, he said, was ‘Where, oh where, 
have all the flowers gone?’ which required 
changing only one word to ‘Where, oh 
where, have all the barrels gone?’
     For the 1990s, the most suitable line 
was taken from an advertising jingle for 
cigarettes, and referred to the oil market: 
‘You’ve come a long way, baby!’
     Looking forward, opined Professor 
Stauffer, the Frankie Lane song ‘You’re 
mine, all mine’ could be taken as refer-
ring to OPEC and the future oil market.
     “OPEC, it’s been a long way from that 
office in Geneva!” he concluded.

Perceptive, thought-provoking and challenging:
Professor Thomas Stauffer gets Special Award
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A number of fundamental changes in the dynamics of the global energy industry 
have enabled Qatar to develop a far-sighted strategy for the utilization of its massive 
natural gas reserves, notes the country’s Second Deputy Prime Minister and Minister 
of Energy & Industry, HE Abdullah bin Hamad Al Attiyah.*

Adopting a balanced and diversified approach
to the development of Qatar’s gas reserves

* Based on the speech by HE Al Attiyah to the Washington-based Center for Strategic and International Studies, June 17, 2004.

Qatar’s Second Deputy Prime Minister and Minister of Energy & Industry, HE Abdullah bin Hamad Al Attiyah (right) exchanges 
documents with the Vice-Chairman of the Committee of Managing Directors of Royal Dutch/Shell, Malcom Brinded, after signing an 
integrated development and production-sharing agreement for the Pearl GTL project at a ceremony in Doha on July 8, 2004.
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ermit me first to extend my 
thanks and appreciation for 
your kind invitation to address 

this prestigious Center on the subject of 
Qatar’s hydrocarbon strategy and the role 
of the US stakeholders — oil and gas com-
panies, engineering, procurement and con-
struction contractors, consultants, inves-
tors, financiers — in participating actively 
and effectively in our strategy.
     As one cannot have a strategy without 
first having a vision, let me share with you 
our vision for the country’s hydrocarbon 
industry, specifically the gas industry. Sim-
ply put, our vision is to establish Qatar as 
the number one liquefied natural gas (LNG) 
producer and exporter by 2010 and to be 
the number one key player in the interna-
tional gas arena by 2015. We believe we 
are on track towards realizing our vision. 

 The giant North field
     The cornerstone of our vision and strat-
egy for the development and utilization of 
our gas resources is the abundant reserves 
of the giant North field, with over 900 tril-
lion cubic feet of independently certified 
reserves, as well as over 12 billion barrels 
of associated condensate. 
     Once the potential of the North field 
was realized in the late 1980s, it was clear 
that, under the right circumstances, the 
opportunities for the gas sector were ef-
fectively unlimited. However, the develop-
ment and utilization of resources of such 
magnitude was an awesome challenge. It 
was a challenge that had to be faced head 
on, through our undertaking of the first 
development of the North field and the 
construction of the gas infrastructure in 
Ras Laffan Industrial City, including LNG 
export facilities in the early 1990s, even 
before securing any LNG sales.
     The dawn of the twenty-first century 
witnessed the passing of the infancy phase 
of our gas industry, with the growth of our 
two major joint venture companies for LNG 
production and export, namely QatarGas 
and RasGas, which have secured long-term 
supply contracts to Japan and Korea. At 
the same time the foundation was laid for 
other utilization outlets for our gas.
     Let me now digress briefly and reflect 
on some fundamental changes which have 
taken place in the dynamics of the world 
energy industry. These changes have had 
a profound and irreversible impact on the 

future energy slate, in favour of gas in gen-
eral and LNG in particular: 
1.  Advances in power generation technol-

ogy with the development of efficient 
combined cycle power generation;

2.  The green factor: gas is the energy 
source friendliest to the environment, 
and there are also increasingly stringent 
specifications for crude oil products;

3.  Improvements in technology through-
out the whole LNG chain, especially liq-
uefaction technology and train size, re-
sulting in reduced delivery costs for 
our LNG to major consuming nations, 
particularly the USA and Europe, with 
liberalized open gas markets; 

4.  The emergence of large new markets in 
the developing nations of Asia; and

5.  The realization that near-term supply 
deficiencies and new market dynamics 
are evident in such open markets, in 
particular those of the USA and UK. 

     Needless to say, all the above factors 
have combined to entrench and consoli-
date our current strategy through the adop-
tion of a balanced diversification approach 
to broaden the base of development and 
utilization of our gas resources, namely: 
   The LNG route;
   The pipeline route; 
   The gas-to-liquids (GTL) route; and 
   The petrochemical route.

     This balanced and at the same time di-
versified approach not only ensures maxi-
mum and speedy utilization of the resourc-
es, but also the highest possible returns. 
     Our LNG production and export ca-
pacity is set to reach a level of 70 million 
tonnes/year and hopefully Qatar will be 
the number one LNG exporter well before 
2010. About 30 per cent of our export 
capacity will be directed towards the US 
market, which would have been unimagi-
nable just a few years ago.
     As a major producer and exporter of 
LNG, we believe these are strong incentives 
to participate down the value chain to sup-
port demand, secure markets and maintain 
a competitive supply position.
     As regards pipeline gas, the Dolphin 
project to develop 2 billion cubic feet/day 
of sole gas for export to the United Arab 
Emirates is under construction and on 
schedule for start-up in 2006.
     The first phase of Al Khaleej gas 
project, operated by ExxonMobil, is under 
construction to supply gas to local indus-

tries by mid-2005, and discussions are on-
going to export gas to Kuwait and Bahrain 
from the second phase of the development.
     The choice of GTL technology as another 
outlet for our gas was influenced by the 
fact that our crude oil reserves are mod-
est and will be depleted some time in the 
not-too-distant future. To replace such 
depletable reserves, a novel technology is 
available to convert our gas resources into 
fuels of superior, environmentally-friendly 
quality with zero pollutant properties. 
     The first commercial-scale GTL plant, 
namely the Oryx GTL facility, is currently 
under construction. It will have a capac-
ity of 34,000 b/d of GTL products, and is 
on schedule for a mid-2005 start up.
     A significant milestone was the agree-
ment with Royal Dutch/Shell to build a 
major integrated (upstream/downstream) 
GTL project, with an output of 145,000 b/d 
of GTL products, which will be operational 
in 2009. Furthermore, four other large GTL 
projects are at various stages of negotiation.
     The fourth important outlet for our gas 
is the value-added, gas-based petrochemical 
industry. It is our aim to establish Qatar as 
a major international hub for this industry.

 The role of US stakeholders
     Let me now return to the subject of the 
role of US stakeholders in participating in 
our energy strategy. We are proud of the 
fact that the major US oil and gas com-
panies have been our partners in building 
our gas industry since its inception. Hav-
ing US companies as our major partners 
should come as no surprise, since the US 
oil and gas industry is the strongest and 
the most technically advanced.
     Why has this partnership has ma-
tured to such a level of long-term mutual 
trust and benefit? Realizing one’s limits 
and possibilities leads us to look for long-
term partners. We seek three fundamen-
tal requirements: secure financing, delivery 
of a technically and operationally efficient 
project, and assurance of access to markets.
     In return, Qatar can offer long-term se-
curity of supply at competitive prices, politi-
cal and social stability, government support 
through policies and legislation, mature and 
professional national management, various 
contractual frameworks in place, well-de-
veloped infrastructure and finally, a trans-
parent and equitable relationship based on 
sound business ethics.

P
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This section is compiled from various sources, including the OPEC News Agency (OPECNA), which transmits three daily 
bulletins of news, analysis and features from OPEC Member Countries and emerging economies. Those interested in news 
on oil, energy and economic development issues can e-mail opecna@opec.org for more details.

Indonesia’s government has introduced 
a number of sweeping changes at state 

oil and gas firm Pertamina, including the 
appointment of a new President Direc-
tor and replacing almost all of the board 
of directors, according to local media re-
ports.
     The firm’s new President Director is 
Widya Purnama (pictured), who was pre-
viously the Chief Executive of publicly-
listed telecommunications giant Indosat. 
He takes over from Ariffi Nawawi, who 
was in charge of the state oil firm for just 
under a year.
     The new Head of Pertamina, who 
is 50, started his career as a low-ranking 
employee at Indosat and worked his way 
up to become President of the telecom-
munications firm in 2002. He is only the 
second President Director of Pertamina 
to come from outside the company. 
     Widya, who learned of his appoint-
ment via a text message on his mobile 
phone from the State Minister of State 
Enterprises, Laksamana Sukardi, said that 
he had come to improve Pertamina. “I 
will make Pertamina the best company 
in this region,” he said, according to a 
report in the Jakarta Post.
     Speaking after the appointment cer-
emony, Widya added that his immediate 
priority would be to improve fuel dis-
tribution in the country. The rampant 
smuggling of heavily-subsidized fuel 
intended for domestic consumption to 
neighbouring countries has been blamed 
for fuel shortages.
     “I will fight them and I am even ready 
to die for this cause,” the Indonesian state 
news agency Antara quoted Pertamina’s 
new President Director as saying.
     Some industry analysts expressed 
scepticism about Widya’s ability to re-
verse the fortunes of Pertamina, noting 
that he had no experience in the oil and 
gas sector. This, they said, was crucial in 

Sweeping changes at Indonesia’s Pertamina as government
appoints new President Director and management team
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view of the government’s aim of liberaliz-
ing the sector and Pertamina’s loss of its 
former monopoly status.
     Laksamana, however, strongly defend-
ed Widya’s appointment, saying: “Widya 
is clean. Since he is not from Pertamina, 
he is not contaminated by the mafia.”
     There was also speculation that Wi-
dya, who is credited with the successful 
sale of the government’s 41 per cent stake 
in Indosat to Singapore Technologies Tele-
media in 2002, was appointed in order to 
facilitate the sale of Pertamina shares to 
Singapore’s Temasek. 
     Widya was quick to deny the claims, 
saying that there were no plans whatsoever 
to sell Pertamina to foreign investors. 
     “Would it be possible for me to sell 
Pertamina? To do that I would need to 
obtain approval from the President and 
the House of Representatives. I don’t pay 
any attention to rumours,” he said.
     As part of the changes at Pertamina, 
all of the other members of the compa-
ny’s board of directors were also replaced, 
except for Finance Director Alfred Rohi-
mone, who kept his job.
     The new members appointed to the 
board include Vice-President, Muskito 
Saleh (a new post); Upstream Director, 
Hari Kustoro; and Human Resources 
and General Affairs Director, Suprijanto.
     The new Processing Director is Suroso 
Atmomartoyo, while the post of Market-
ing Director is taken by Arie Soemarno, 
who is the brother of the Minister of Trade 
and Industry, Rini M Soewandi, and the 
President of Petral, the Singapore-based 
trading arm of Pertamina.
     Following the implementation of Law 
No 22/2001 on oil and gas, Pertamina be-
came a limited liability company. The firm 
also lost its monopoly in the oil and gas 
sector, and will eventually have to compete 
with private companies, including foreign 
multinationals.
     The importance of this was underlined 
by Laksamana, who noted that Pertamina 
“must be able to compete and become a 
profit-oriented company.”
     Apart from the persistent fuel short-
ages, Pertamina has been hit by a number 
of other problems in recent months, in-
cluding financial and cash flow difficul-
ties, cases of alleged corruption and the 
controversy surrounding the sale of two 
of its very large crude carriers.

     The move in June by the previous Per-
tamina management to sell the two tank-
ers for $184 million to the Norway-based 
Frontline drew protests from several par-
ties, including lawmakers and company 
employees, who said the company would 
be better off if it owned its own tankers 
to ship the oil.
     However, the Pertamina management 
insisted that leasing the vessels from third 
parties would be cheaper, a claim which 
was challenged by independent experts. 
Indonesia’s Anti-Corruption Commission 
is currently investigating alleged irregulari-
ties in the transaction.
     Analysts who said that President Mega-
wati Soekarnoputri’s failure to tackle these 
and other high-profile corruption-related 
issues could affect her re-election bid were 
vindicated when she lost the September 
election runoff to former General Susilo 
Bambang Yudhoyono (see Member Coun-
try Focus section for details). 

ChevronTexaco completes
construction of upgrader at
Venezuelan oil facility
San Ramon, California — US major 
ChevronTexaco has announced that con-
struction has been completed on the new 
crude upgrading unit at its Hamaca heavy 
oil project in Venezuela.
     The completion of the new Hamaca 
upgrader, which is located at the Jose In-
dustrial Complex on Venezuela’s north-
eastern coast, means that production at 
the facility can be increased from the cur-
rent level of 120,000 barrels/day of oil, 
starting from the fourth quarter of this 
year.
     The new upgrader has the capacity to 
process 190,000 b/d of extra-heavy crude 
from the Hamaca region of the Orinoco 
Belt and transform it into 180,000 b/d of 
high-quality synthetic crude. An affiliate 
of ChevronTexaco holds a 30 per cent in-
terest in the project.
     During the lifetime of the project, more 
than 2.0 billion b of crude oil are expected 
to be produced and upgraded. Over the 
past three years, over 50 million b of extra-
heavy oil have already been produced by 
being blended with light crude supplied 
by state oil firm PDVSA.

The completion of the upgrader is a 
project milestone, as the facility consti-
tutes the core infrastructure of the $3.8bn 
Hamaca project investment and serves as 
one component of ChevronTexaco’s glo-
bal upstream growth programme, the US 
giant said in a statement.
     Hamaca integrates state-of-the-art pro-
ducing technologies with the latest refin-
ing process methods that together give the 
Hamaca field similar financial character-
istics to many light oil operations. Pro-
duction from Hamaca will be delivered 
to refining customers in the international 
market, it added.
     “The successful completion of the 
Hamaca project results from Chevron-
Texaco’s combined emphasis on work-
force safety, capital stewardship and top 
financial performance,” commented the 
President of ChevronTexaco Overseas Pe-
troleum, George Kirkland.
     “This accomplishment supports our 
key upstream strategy of maximizing and 
growing the value of our base business, and 
it comes at an important time when glo-
bal demand for energy is increasing. The 
Hamaca project and Venezuela, in general, 
are well positioned to be reliable, long-term 
contributors in meeting that demand,” he 
noted. 
     Kirkland went on to say that one of the 
aspects that attracted ChevronTexaco to 
the Hamaca project was its huge resource 
base, since the Orinoco Belt contains the 
largest known hydrocarbon deposit in the 
world. Accordingly, the project is fertile 
ground for the continual application of 
next-generation producing and refining 
technologies aimed at improving heavy 
oil recovery. 
     The President of ChevronTexaco Lat-
in America Upstream, Ali Moshiri, added: 
“Bringing this challenging upgrading unit 
into operation, as planned and on budget, 
is an exciting and significant achievement 
made possible through the excellent col-
laboration and teamwork between Petrol-
era Ameriven (the operating agent for the 
partners), PDVSA, ChevronTexaco and 
ConocoPhillips.”
     The massive effort during the construc-
tion of the upgrader required more than 
40 million work hours and provided em-
ployment for more than 11,000 people 
during peak construction, according to 
the ChevronTexaco statement. 
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Saudi Aramco signs deal
to upgrade refinery with
ExxonMobil and Sinopec
Beijing — State oil firm Saudi Aramco 
has reached a deal with US major Exxon-
Mobil and China’s Sinopec for a $3.5 bil-
lion major expansion project at a refinery 
in China’s Fujian Province, with the aim 
of turning it into a world-class integrated 
refining and chemicals complex.
     The accord was signed by the Fujian 
Petrochemical Company (which is 50 per 
cent owned by Sinopec and 50 per cent 
by the Fujian government), ExxonMobil 
China Petroleum & Petrochemical Com-
pany, and Aramco Overseas Company, ac-
cording to a joint statement released by the 
three firms.
     Under the deal, the partners will joint-
ly fund the front end loading (FEL) design 
activity for the expansion of the existing 
refinery and the addition of a chemical 
complex at the facility, which is located 
at Quangang, in Quanzhou City near 
Meizhou Bay in Fujian Province. 
     The FEL activity includes the com-
pletion of initial engineering and design, 
selecting contractors, finalizing cost esti-
mates and the development of the pre-or-
dering of long-lead time equipment. At the 
conclusion of the FEL effort, the parties will 
make a final decision on joint venture for-
mation and project construction.
     The Fujian Integrated Project, as the 
expansion plan is called, will boost the ca-
pacity of the existing refinery from 80,000 
barrels/day to 240,000 b/d, with signifi-
cant product upgrading capability. The up-
graded refinery will be designed to refine 
and process sour Arabian crude. 
     In addition, the project involves the 
construction of a new 800,000 tonnes/year 
ethylene steam cracker, polyethylene and 
polypropylene units, and a new 700,000 
t/y paraxylene unit. Completion is current-
ly estimated for the first half of 2008. The 
start of the FEL activity is an important step in 
developing this major integrated complex.
     When the Fujian Integrated Project 
joint venture is formed, the Fujian Pet-
rochemical Company will have a 50 per 
cent stake, with Saudi Aramco and Exx-
onMobil each holding 25 per cent.
     In a related development, Saudi Ara-
mco, ExxonMobil and Sinopec have also 

agreed to submit a feasibility study to the 
Chinese government for a joint venture to 
market the petroleum products produced 
by the Fujian Integrated Project through-
out the province. 
     The Fujian Marketing Joint Venture, 
which plans to manage and operate more 
than 600 service stations and a network of 
terminals, will be majority-owned by Si-
nopec with 55 per cent, while Saudi Ara-
mco and ExxonMobil will each hold 22.5 
per cent. It will be formed upon approval 
by the Chinese government of the feasibil-
ity study and the joint venture contract, 
and the completion of all other required 
contracts, agreements and documentation 
by the parties.
     Together, the Fujian Integrated Project 
and the Fujian Marketing Joint Venture 
will be the first fully integrated Sino-for-
eign project to meet China’s rapidly grow-
ing demand for petroleum and petrochem-
icals. Synergies among the businesses will 
enhance the competitiveness of the project 
and provide world-class performance, the 
partners said in their joint statement.

Libya launches new
bidding round for 15
oil and gas blocks
Tripoli — The SP Libyan AJ’s National 
Oil Corporation (NOC) has announced 
a new upstream licensing round covering 
exploration and production in a total of 15 
onshore and offshore blocks, according to 
a statement on the company’s website.
     The new licensing round is the first that 
will take place within the framework of 
Libya’s Exploration and Production Shar-
ing Agreement IV model. It is intended 
to replace the previous system of bilateral 
negotiations with international oil com-
panies.
     Of the 15 blocks on offer, six of them 
(blocks 18, 35, 36, 52, 53 and 54) are lo-
cated offshore in the Mediterranean Sea. 
Blocks 47 and 65 are in the Ghadames 
Basin, while block 59 is in Cyrenaica.
     Three further blocks (86, 106 and 
124) are located in the Sirte Basin, while 
the other three blocks (131, 163 and 177) 
are in the Murzuq Basin in the south-east 
of the country.
     All interested companies were invited 

In brief
ExxonMobil starts Kizomba field output
IRVING, TEXAS — ExxonMobil has announced 
the start of production by its subsidiary, Esso 
Exploration Angola (Block 15), on the $3.4 
billion Kizomba A project, which it says is the 
largest deep-water development offshore West 
Africa. The estimated recoverable resources 
from the project total approximately 1.0 
billion barrels, with an expected production 
rate of 250,000 b/d. Kizomba A, which is 
located 230 miles north-west of the Ango-
lan capital Luanda, will develop the Hungo 
and Chocalho discoveries in water depths 
of 3,300–4,200 feet. It is the first of three 
major projects on block 15 that will develop 
over 2.5bn b of oil at a total cost of around 
$10bn. The Kizomba B project will develop 
the Kissanje and Dikanza discoveries, while 
planning and design are also under way for 
Kizomba C. The participants in block 15 are 
Esso with 40 per cent, BP (26.67 per cent), 
Italy’s ENI (20 per cent) and Norway’s Statoil 
(13.33 per cent).  

IEA sees demand growth at 2.5m b/d
PARIS — Growth in oil demand is put at 2.5 
million barrels/day for 2004 and 1.8m b/d for 
2005, according to the International Energy 
Agency (IEA) in the latest edition of its Oil 
Market Report, published on September 9. 
Overall growth is set to slow in the second 
half of 2004 after gains of five per cent in the 
second quarter, said the IEA. On the supply 
side, world oil production rose by 300,000 
b/d in August to 83.6m b/d, with a 150,000 
b/d fall in non-OPEC output being offset 
by a 410,000 b/d rise in OPEC crude. Most 
of the latter came from Saudi Arabia, which 
added 300,000 b/d to reach 9.5m b/d, taking 
total August OPEC crude supply to 29.3m 
b/d. Russian production reached 9.35m b/d, 
45,000 b/d up on July and 675,000 b/d above 
last year. Total non-OPEC supply is expected 
to grow by 1.28m b/d in 2004 and 1.25m 
b/d for 2005.

Shell to boost European investment
LONDON — Shell Exploration and Produc-
tion International, a subsidiary of Royal 
Dutch/Shell, has announced it will boost 
its 2004 capital investment in European ex-
ploration and production by $150 million 
to $1.8 billion. The additional $150m will 
extend offshore asset life, enhance integrity 
and bring new projects forward, Shell said 
in a statement. Announcing the plans at an 
industry conference in Norway, the Chief 
Executive Officer of Shell’s European E&P 
operations, Tom Botts, said: “Through these 
investments, Shell will ensure our exploration 
and production business in the European off-
shore can grow.”



50                                                                                                                                                                                                OPEC Bulletin

N E W S L I N E

September 2004 51

N E W S L I N E

by the NOC to attend two road shows in 
Tripoli and London in early September, at 
which they saw presentations on the con-
tractual framework, a technical summary 
of the individual areas and were given de-
tails of the terms and conditions for the 
bidding process.
     The NOC added that all companies 
interested in participating in the bidding 
process, whether operating individually or 
in a consortium, will be required to address 
an application letter to the NOC and sub-
mit qualifying documentation.
     All applications will then be studied 
and evaluated by the NOC, according to 
its guidelines and procedures for public 
bidding. The decision will be delivered in 
writing to all qualified bidders, said the 

NOC, adding that firms currently oper-
ating in Libya are exempt from the quali-
fication requirements.
     A data room session will be held at the 
NOC’s premises in Tripoli from October 
20–29. Access to the data room will be 
granted only to qualified bidders, each of 
whom will receive a complete bid package 
for each area they are interested in.
     Bidders are required to submit their 
sealed bids on January 10, 2005, at the 
Mehari Hotel in Tripoli. The bid-open-
ing ceremony will then be conducted in 
public and in the presence of the legal rep-
resentatives of the bidders. Except where 
there is only a single bidder or in the case 
of a draw, the winning bidders will be an-
nounced at the end of the session.

Baghdad — Iraq has 
announced plans to 
set up a single state oil 
and gas firm, the Ira-
qi National Oil Com-
pany (INOC), which 
will incorporate the 
operations of the four 
existing state compa-
nies, according to re-
gional media reports.
     The proposal was 
made by the coun-
try’s recently-formed 
Supreme Oil Poli-
cy Council (SOPC, 
previously called the 
Supreme Oil and 
Gas Council) at its 
first meeting, held in 
Baghdad in August 
under the chairman-
ship of Prime Min-
ister Iyad Allawi (pic-
tured), said a report 
in the newspaper The 
Peninsula.
     A document out-
lining the details of 
the proposal has al-
ready been drafted by 
the Ministry of Oil and is expected to be 
forwarded to the SOPC and the Iraqi Cabi-
net for approval soon, added the paper.
     The four companies that would form 
the basis of the new INOC are the North 

Iraq announces plans to re-establish National Oil Company

Oil Company, the South Oil Company, 
the Iraqi Drilling Company and the Oil 
Exploration Company. INOC was pre-
viously the state oil company, but was 
dissolved by the former regime.
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In brief
BP to merge Japan lubes business
TOKYO — BP Japan and Petrolub Interna-
tional have announced plans to merge their 
automotive lubricant businesses to create a 
new company called BP Castrol KK with 
combined total sales revenues of $180 mil-
lion. The two companies will continue to 
operate their respective lubricants businesses 
as separate operations until the formation of 
BP Castrol KK, currently planned for January 
2005. Following the transaction, BP will own 
around 70 per cent of BP Castrol KK, which 
will continue to be traded on the Tokyo stock 
exchange, and will also operate the new com-
bined business. “This deal brings together the 
strong lubricant brands of BP in Japan, which 
is the second-largest automotive lubricants 
market in the world,” said BP’s Vice-President 
responsible for lubricants in the Asia Pacific 
region, Mike Johnson.

Devon Energy high bidder in Brazil
OKLAHOMA CITY — Devon Energy has 
announced that it was the successful high 
bidder on two offshore blocks, C-M-61 and 
C-M-101, in Brazil’s sixth bidding round. 
The two contiguous blocks are located in 
the prolific Campos Basin, adjacent to and 
between the 3.0 billion barrel Roncador field 
and the 1.0bn b Jubarte-Cocholote complex. 
With the addition of these blocks, Devon will 
hold approximately 1.3 million net acres in 
Brazil. The firm currently has no oil and gas 
production in the South American country, 
but is drilling an exploratory well on block 
BM-C-8. It expects to sign formal conces-
sion agreements concerning its winning bids 
shortly. “Following our recent deep-water 
Gulf of Mexico discoveries, these blocks will 
help to replenish our worldwide inventory of 
high-impact prospects,” commented Devon’s 
Senior Vice-President of Exploration and Pro-
duction, Stephen J Hadden. 

Statoil produces first Kvitebjørn gas
OSLO — Production began from Statoil’s 
Kvitebjørn development in the North Sea 
in September, the Norwegian firm said in a 
statement. Output from the field will build 
up gradually to a plateau of about 20 million 
cubic metres/day of natural gas and 62,000 
barrels/day of condensate. Total recoverable 
reserves from the field are put at 55 billion 
cu m of gas and 190m b of condensate. 
Kvitebjørn gas comes ashore at the Kollsnes 
processing plant near Bergen, which also han-
dles Troll gas, and is piped on to continental 
Europe after the heavier components are 
removed. These natural gas liquids are then 
piped to the Vestprosess facility at Mongstad 
further north for fractionation to propane, 
butane and naphtha.
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     Writing in UK newspaper The Inde-
pendent, Prime Minister Allawi outlined 
his country’s plans to reconstruct its shat-
tered economy. “On the economic front, 
our priorities are to tackle joblessness, re-
build the national infrastructure and re-
store basic services, and rapidly boost oil 
production,” said Allawi.
     “Key to these initiatives is the swift and 
efficient disbursement of pledged recon-
struction funds. Despite more than $18 
billion pledged by the USA and $13bn 
from other countries almost a year ago, 
only a small fraction (less than five per 
cent) has been received and disbursed. This 
process needs to be accelerated for Iraqis 
to see progress,” he added.
     “In addition, Iraq’s inherited national 
debt level is the highest in the world as a 
percentage of GDP and of exports, and to 
service it would be unsustainable for its 
fragile, fledgling market economy. The vast 
majority is odious debt, used to build up 
the war machine of the ousted regime, 
largely through arms purchases support-
ed by the lending countries.
     “The innocent people of Iraq cannot 
be expected to bear this crushing burden; 
the vast majority of the debt must be for-
given if Iraq is to have a chance. Despite 
vague statements of good intentions, how-
ever, concrete pledges of debt forgiveness 
have not yet been forthcoming.
     “The oil sector is a vital economic re-
source and the country’s main source in-
come for the time being. It will require re-
sponsible management and investment. To 
this end, we have established the SOPC to 
co-ordinate policy, and are in the process of 
establishing INOC to manage profession-
ally and apolitically the existing fields and 
operations, with a view to inviting invest-
ment for exploration and development,” 
concluded Allawi.

UAE, Qatar sign accord
confirming Dolphin as
gas export pipeline owner
Abu Dhabi — The governments of the 
United Arab Emirates (UAE) and Qatar 
have signed an agreement confirming Dol-
phin Energy as owner and operator of the 
sub-sea gas export pipeline that will link 
the two countries, according to a report 

by the official state-owned UAE news 
agency, WAM.
     The agreement was signed in Abu 
Dhabi by the UAE’s Deputy Prime Min-
ister, Minister of State for Foreign Affairs 
and Chairman of Dolphin Energy,  Sheikh 
Hamdan bin Zayed Al Nahyan, on behalf 
of the UAE government. Qatar’s Second 
Deputy Prime Minister and Minister of 
Energy & Industry,  Abdullah bin Hamad 
Al Attiyah, signed on behalf of the govern-
ment of Qatar. 
     The WAM report said that the accord 
marked the second occasion that a cross-
border gas transmission agreement had 
been signed between Gulf Co-operation 
Council states, and it would strengthen eco-
nomic relations between the two countries.
     Earlier this year, the governments of 
the UAE and Oman signed a similar pipe-
line agreement to regulate the transmission 
of natural gas between the two countries, 
confirming Dolphin Energy as the owner 
and operator of the new gas pipeline con-
necting Oman with the UAE. 

France’s Total announces
another significant oil
find offshore Nigeria 
Paris — French oil and gas giant Total 
has announced that its Nigerian operat-
ing subsidiary, Elf Petroleum Nigeria, has 
made a significant discovery in the west-
ern Usan field area, offshore south-east-
ern Nigeria. 
     The Usan 5 well is located in Oil Pros-
pecting License (OPL) 222, around 110 
km offshore and 6 km west of the Usan 4 
discovery well. It lies in water depths of ap-
proximately 750 metres, and is the fourth 
successful appraisal well drilled in the Usan 
field, which was discovered in 2002. 
     Oil was sampled at Usan 5 in several 
levels confirming the presence of additional 
quantities of oil, as well as further poten-
tial in previously untested reservoirs, said 
Total in a statement, although it did not 
give any figures.
     The state-owned Nigerian National Pe-
troleum Corporation is the concessionaire 
for OPL 222 under a production-sharing 
contract operated by Elf Petroleum Ni-
geria, which has a 20 per cent stake.
     The other partners in OPL 222 are 

In brief
ChevronTexaco makes Australian gas find
SAN RAMON, CALIFORNIA — US major 
ChevronTexaco has announced a significant 
offshore natural gas discovery at its Wheat-
stone-1 well, located 110 miles west-north-
west of Dampier in Western Australia. A 
production test on the well, in retention lease 
WA-17-R, established a flow rate of 54 mil-
lion cubic feet/day, which was constrained by 
rig equipment, the firm said in a statement. 
The Wheatstone-1 well was spudded on July 
23 and drilled to a vertical depth of 11,096 
feet. It encountered approximately 175 ft 
of net gas sands in Jurassic Tithionian and 
Triassic Mungaroo AA sands within a 413-ft 
hydrocarbon column. Commenting on the 
Wheatstone gas find, the Managing Direc-
tor of ChevronTexaco Australia, Jay Johnson, 
said that it was an important addition to the 
firm’s reserves.

PDO strikes more oil at Malaan
MUSCAT — Petroleum Development Oman 
(PDO) has struck oil again in one of the 
country’s most productive geological forma-
tions, the company said in a statement. The 
oil was discovered in the Shuaiba formation, 
which lies in north-west Oman, in the Malaan 
area. The new find came when the Malaan-3 
appraisal well was successfully completed and 
tested, producing 2,600 barrels/day of oil. 
This followed an earlier well completed in 
February, Malaan-2, which was drilled hori-
zontally around the flank of the structure and 
delivered 1,800 b/d to the nearby Lekhwair 
production facilities. PDO, which accounts 
for about 90 per cent of Oman’s crude oil 
production and nearly all of its natural gas, is 
owned jointly by the Omani government (60 
per cent), Royal Dutch/Shell (34 per cent), 
Total (four per cent) and Partex (two per cent).

Marathon abandons Nova Scotia well
HOUSTON — Marathon Canada Petroleum, 
a wholly-owned subsidiary of US firm Mara-
thon Oil, has announced that it is to plug a 
deep-water wildcat well offshore Nova Scotia, 
after it failed to find commercial quantities 
of hydrocarbons. The Crimson F-81 well is 
located in the Annapolis block, about 211 
miles south-east of Halifax in 6,861 feet of 
water. The well, which was drilled to a total 
depth of 21,903 ft, will be permanently 
abandoned after plugging. Marathon and 
its partners will, however, analyze data from 
the well to help determine their next steps 
regarding the Annapolis discovery, which was 
made in 2002. Marathon holds a 30 per cent 
interest in the Annapolis block and serves as 
operator. The rest is held by EnCana (26 per 
cent), Norway’s Norsk Hydro (25 per cent), 
and Murphy Oil Company (19 per cent).
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ChevronTexaco subsidiary Chevron Pe-
troleum Nigeria and ExxonMobil affili-
ate Esso Exploration and Production Ni-
geria (Offshore East), each with 30 per 
cent, and Nexen Petroleum Nigeria (for-
merly Canadian Occidental Petroleum), 
with the other 20 per cent.
     Total, which has had a presence in Ni-
geria since 1962, had equity production 
of 196,000 barrels/day of oil equivalent 
in 2003. The group also has a 15 per cent 
partnership interest in the Nigeria LNG 
gas liquefaction plant at Bonny in Rivers 
State.
     In a related development, Italy’s ENI 
has announced that its subsidiary Saipem 
has been awarded the lump sum turnkey 
contract for de-bottlenecking work at the 
Soku gas plant in Nigeria, which supplies 
gas to the Bonny LNG facilities. The con-
tract, awarded by the Shell Petroleum De-
velopment Company, is worth about $150 
million.
     The scope of work encompasses en-
gineering, procurement and construction 
of additional facilities at the Soku plant 
to increase its capacity and also improve 
operability. The completion of activities is 
expected in the second half of 2006.

Kuwait Cabinet approves
new board members and
Chief Executive for KPC
Kuwait City — Kuwait’s Council of 
Ministers has announced that it has ap-
proved the new board of directors of the 
state-run Kuwait Petroleum Corporation 
(KPC), according to a report by the official 
Kuwaiti News Agency (KUNA).
     The country’s Minister of Energy and 
Chairman of KPC, Sheikh Ahmad Fahad 
Al-Ahmad Al-Sabah, said in a statement 
carried by KUNA that he thanked the Cab-
inet for its approval of the new board and 
the new incoming heads of KPC’s eight 
main subsidiaries.
     Among the changes, KPC’s veter-
an Chief Executive Officer and Depu-
ty Chairman, Nader Sultan, is stepping 
down. He will be replaced by Hani Ab-
delaziz Hussain, who was previously the 
Head of KPC’s downstream subsidiary, the 
Kuwait National Petroleum Company.
     The other members of the new KPC 

board are Abdullah Hamad Al-Rou-
mi as Managing Director for Transport 
and Chairman of the Kuwait Oil Tank-
er Company; Ahmad Rasehd Al-Arbeid 
as Managing Director for Project Kuwait 
and co-ordination duties on privatization 
projects, research and development; Saad 
Ali Shuwayyib as Managing Director for 
Petrochemical Industries and Chairman 
of the Petrochemical Industries Compa-
ny; Jamal Abdelkhaleq Al-Nouri as Man-
aging Director for International Market-
ing; Sami Fahad Al-Rusheid as Managing 
Director for Refineries & Local Market-
ing and Chairman of KNPC; Sheikh Talal 
Khaled Al-Sabah as Managing Director for 
Petroleum Services; and Farouq Hussein 
Al-Zanki as Managing Director for Explo-
ration & Production and Managing Di-
rector of the Kuwait Oil Company. Two 
part-time board members were also named, 
Khaled Saleh Buhamrah and Abdelmalik 
Mohammad Al-Gharaballi.
     The new KPC board still requires final 
approval from the Emir of Kuwait, HH 
Sheikh Jaber Al-Ahmed Al-Sabah.

Algerian officials attend
inauguration of Peru’s
Camisea gas project
Algiers — Peru’s major integrated Camisea 
gas project, in which the Algerian state oil 
and gas firm Sonatrach holds a significant 
stake, has been inaugurated by the Peru-
vian President Alejandro Toledo, accord-
ing to a Sonatrach statement.
     The inauguration ceremonies at vari-
ous Camisea installations were attended 
by the Algerian Minister of Energy and 
Mines, Dr Chakib Khelil, and Sonatrach’s 
Managing Director, Mohamed Meziane, 
as well as other top officials from the Min-
istry and Sonatrach.
     The facilities which were inaugurat-
ed by President Toledo included the gas/
liquids separation centre at Malvinas in 
the Peruvian jungle; the gas terminal at 
Lurin, some 45 km south of the capital 
Lima; and the liquids fractionation plant 
at Pisco on the coast.
     Sonatrach has a 10 per cent stake in the 
project to develop Camisea’s gas and con-
densate reserves, and it also holds a 21 per 
cent stake in the transportation sector.

Lukoil announces strong output rise
MOSCOW — Russia’s Lukoil has announced 
a strong rise in its oil and gas production for 
the first half of 2004, compared to the same 
period last year. The group’s crude oil output, 
including its interests in production-sharing 
agreements, totalled 42.31 million tons, a rise 
of 8.9 per cent over the first half of 2003. 
Total gas production exceeded 3.1 billion 
cubic metres, up 12.9 per cent compared 
to the same period of the previous year. The 
company managed to increase its average 
daily production of crude by 6.6 per cent, 
its average well yield by 12.8 per cent and to 
reduce water cut by 0.9 per cent. Throughput 
at Lukoil’s refineries in the reporting period 
totalled 21.1m t, including 17.4m t processed 
at domestic refineries and 3.7m t processed 
abroad. The total output of refined products 
rose by 2.9 per cent in comparison with the 
first half of 2003, taking the firm’s share of 
Russian oil refining to 19.3 per cent.

Amerada Hess gets OK for Guinea plan
NEW YORK — Amerada Hess has announced 
that it has obtained approval from the gov-
ernment of Equatorial Guinea for its devel-
opment plan covering the northern block 
G area. Under the integrated development 
plan for the Okume, Oveng, Ebano and Elon 
reservoirs, production will be gathered at a 
central processing facility (CPF) located at the 
shallow water Elon field. A 24-km undersea 
pipeline will connect the CPF to the Sendje 
Ceiba FPSO vessel for storage and offloading 
of crude production. The vessel, which has a 
crude storage capacity of 2.1 million barrels, 
currently processes, stores and offloads crude 
production from the nearby Ceiba field. The 
partners will invest approximately $1.1 bil-
lion over the life of the project, which is ex-
pected to commence production by the first 
quarter of 2007. Gross production is expected 
to reach 60,000 barrels/day of oil.

Saipem wins North Sea pipeline deal
MILAN — Saipem, a subsidiary of Italian 
energy giant ENI, has been awarded a lump 
sum contract for the installation of a natural 
gas pipeline linking the Netherlands and 
the UK. The pipeline, which will cross the 
North Sea continental shelf, will run from 
Callantsoog on the north-western Dutch 
coast to Bacton on England’s east coast. The 
contract, which was awarded by BBL, has 
a total value in excess of €100 million. The 
scope of work comprises the installation of 
a 230-km, 36-inch gas pipeline and all the 
associated landfall and tie-in works. The 
vessel Castoro Sei will carry out most of the 
pipe-laying between the second and third 
quarters of 2006.

In brief
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     The Camisea project is an integrat-
ed development comprising six produc-
ing wells and two injection wells. It will 
reach peak production with a total of 18 
wells.
     The transport sector of the project con-
sists of two pipelines, a 716-km gas pipe-
line running from Camisea to Lima, and 
a 530-km line for liquids from Camisea 
to the facilities at Pisco.
     Camisea is a wet gas field with proven 
reserves of 8.7 trillion cubic feet of gas, 305 
million barrels of condensate and 284m b 
of liquefied petroleum gas. These figures 
could rise to as much as 13.7tr cu ft of gas, 
496m b of condensate and 463m b of LPG, 
said the Sonatrach statement.
     The participants in Camisea are Sonat-
rach with a 10 per cent stake, Argentine 
firms Pluspetrol (26 per cent) and Tecpet-
rol (10 per cent), Hunt Oil of the USA (36 
per cent) and South Korean’s SK Corpora-
tion (18 per cent).
     The total investment in the Camisea 
project by the consortium partners is about 
$1.6bn.

Qatar’s RasGas II signs
deal for construction of
three new LNG vessels  
Doha — Qatar’s Ras Laffan Liquefied 
Natural Gas Company II (RasGas II) 
has announced the signing of time char-
ter agreements with shipping firm Teekay 
Nakilat Corporation for the long-term 
charter of three LNG vessels, to be built by 
South Korea’s Daewoo Shipbuilding and 
Marine Engineering Co.
     At the same ceremony, the Qatar Gas 
Transport Company and Teekay Shipping 
Corporation signed a letter of intent that 
allows, under the terms of the charter agree-
ments, the newly-formed Qatari company 
to assume up to 30 per cent equity owner-
ship in each of the new LNG vessels.
     The ships will be delivered to RasGas 
between December 2006 and April 2007. 
With an LNG cargo capacity of 151,700 cu-
bic metres, they will be the largest ships 
ever to be associated with any long-term 
RasGas agreement to date, said the firm 
in a statement.
     Once in service, the vessels will be op-
erated by Teekay Shipping Corporation, 

which is an emerging player in the grow-
ing LNG industry and already has an estab-
lished reputation within the marine sector 
as first-class ship owners and operators in 
the tanker market.
     Under the terms of the time charter 
agreements, RasGas will charter the vessels 
for a period of 20 years to deliver LNG from 
the existing and planned RasGas facilities 
at Ras Laffan Industrial City to its growing 
portfolio of international customers, par-
ticularly buyers in the European market.
     This latest move completes the acquisi-
tion process for three of the eight new LNG 
tankers that RasGas finalized this July. The 
ceremonies for the remaining five ships, 
also finalized in July with two other ship-
owning consortiums, will be held in the 
near future.
     The completion of these agreements 
also increases the size of the RasGas long-
term charter fleet to a total of fourteen 
ships, further underscoring the company’s 
commitment to provide safe and reliable 
transportation to their growing customer 
portfolio.
     RasGas II and its sister firm, the Ras 
Laffan Liquefied Natural Gas Company 
(known as RasGas), are joint ventures es-
tablished by state oil and gas firm Qatar 
Petroleum and Mobil QM Gas, which is 
an affiliate of US giant ExxonMobil.

Higher oil revenues
help Abu Dhabi to cut
2003 budget deficit 
Abu Dhabi — Strong oil prices helped 
the emirate of Abu Dhabi to more than 
halve its budget deficit in 2003, despite an 
increase in expenditure and lower invest-
ment income, according to a report in the 
regional newspaper Gulf News. 
     Firm crude prices, combined with an 
increase in oil and gas exports, pumped at 
least $4 billion in additional revenue into 
the emirate’s coffers, allowing the govern-
ment to sharply reduce the shortfall last 
year from the record level that it reached 
in 2002.
     Figures by the Abu Dhabi Department 
of Finance showed that the 2003 deficit was 
around $1.97 billion, compared with near-
ly $5.34bn in 2002. The decline slashed 
the ratio of the deficit to GDP to only 4.1 

Colombian offshore E&P deal signed
IRVING, TEXAS — Three major oil companies 
(US giant ExxonMobil, Colombia’s Ecopetrol 
and Brazil’s Petrobras) have signed the first 
exploration and production contract with 
Colombia’s National Hydrocarbon Agency 
to begin offshore exploration activities. The 
agreement covers the 11 million acre Tayrona 
block, off Colombia’s northern coast in the 
Caribbean Sea. ExxonMobil and Petrobras 
each have a 40 per cent interest in the block, 
with Ecopetrol holding the remaining 20 per 
cent. During the initial 18-month phase of 
the exploratory programme, the three com-
panies will continue data acquisition and 
analysis, which includes re-processing 2D 
seismic and acquiring 3D seismic data.

Total to award Angolan field deals
PARIS — Angola’s state oil firm Sonangol has 
authorized French oil and gas giant Total to 
award the main contracts for the development 
of the Rosa oil field in block 17. Discovered 
in 1998, the Rosa field is located 135 km 
offshore in water depths ranging from 1,300 
to 1,500 metres. The Rosa development will 
require 25 sub-sea wells (14 producers and 
11 injectors), which will be tied back to the 
Girassol FPSO vessel, anchored around 15 
km away. Modifications to the FPSO will 
increase the average production rate to 
250,000 barrels/day. Rosa is the second field 
to be tied back to the Girassol FPSO, after 
the Jasmim field in late 2003. It is scheduled 
to come on stream in the first half of 2007, 
raising and prolonging the peak production 
of the Girassol FPSO. Total Angola has a 40 
per cent interest in block 17, alongside Esso 
Exploration Angola (Block 17) with 20 per 
cent, BP (16.67 per cent), Statoil (13.33 per 
cent) and Norsk Hydro (10 per cent).

Quebec to get new LNG terminal 
GROS CACOUNA, QUEBEC — Two of Canada’s 
largest energy companies, TransCanada and 
Petro-Canada, have signed an accord to devel-
op a liquefied natural gas facility to be called 
Cacouna Energy, in Gros Cacouna, Quebec, 
about 15 km north-east of Rivière-du-Loup. 
The proposed plant would be capable of 
receiving, storing, and re-gasifying imported 
LNG with an average annual send-out capacity 
of about 500 million cubic feet/day of natu-
ral gas. TransCanada will operate the $660 
million facility, while Petro-Canada will 
supply the LNG. TransCanada’s Chief Execu-
tive Officer, Hal Kvisle, commented: “This 
development is an extension of TransCanada’s 
commitment to help meet the energy needs 
of consumers in North America, providing 
a safe, clean, reliable source of energy for 
the future.”
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per cent last year, down from 12.9 per cent 
in 2002.
     The gap was sharply narrowed de-
spite an increase in spending to around 
$18.81bn last year, from $18bn in 2002. 
The bulk of the increase in expenditure was 
on development, which received around 
$3.21bn, compared with $2.5bn the pre-
vious year.
     “It is true that the large increase in oil 
revenue slashed the emirate’s fiscal deficit 
last year, but I consider all its deficits as 
nominal as they are financed through re-
turns on its massive overseas assets, rather 
than borrowing,” the paper quoted a UAE 
banking official as saying. 
     Last year’s strong oil prices and higher 
crude sales boosted Abu Dhabi’s total rev-
enues to $16.83bn, up from $12.72bn in 
2002. The government also earned about 
$817 million from privatization of at its 
water and electricity facilities.

Capacity of Iran’s oil
and gas tankers set to
reach 20 million tons
Tehran — The capacity of Iran’s oil tanker 
fleet will rise from 6.0 million tons to 10m 
t within the next few years, according to a 
report in the Persian-language daily Abrar-e 
Eqtesadi, which quoted a senior official of 
the National Iranian Oil Tanker Compa-
ny (NIOTC).
     The purchase by Iran of liquefied nat-
ural gas carriers would further raise the 
country’s total energy tanker capacity to 
20m t, NIOTC’s Commercial Manager, 
Siavosh Seyedan, told the paper. Interna-
tional transportation of oil products has 
tripled during recent years, he added.
     In 2004, oil transportation rates, which 
are directly affected by oil prices, stood at 
a 30-year high, said Seyedan, pointing out 
that there were no specific tariffs for the 
transport of oil products.
     “The tariffs are determined by the 
market through an agreement between 
the forwarding company and the com-
modity owner,” Seyedan noted.
     He put the NIOTC’s gross revenue over 
the first six months of the current Irani-
an year (starting on March 20, 2004) at 
some $400 million, which was significantly 
higher than the same period last year.

     The paper also quoted the Deputy 
Head of Iran’s Petrochemical Organiza-
tion for Foreign Trade Affairs, Yousef 
Mosafer, as saying that the country had 
exported more than 2.7 million tons of 
various petrochemical products, valued at 
$814m, during the first half of the current 
Iranian year.
     Some 22 per cent of Iran’s petrochemi-
cal exports went to Japan, while other des-
tinations included India, China, South Ko-
rea, as well as Middle Eastern, European 
and African countries, he said.
     The total value of Iran’s petrochemical 
exports would reach about $1.8 billion by 
the end of the current Iranian year, added 
Mosafer.

Indonesia’s Tangguh
LNG plant to supply
Korean power firm
London — UK oil and gas giant BP and 
its partners in Indonesia’s Tangguh liq-
uefied natural gas project have signed a 
sales and purchase agreement with K Pow-
er of South Korea for the supply of up to 
800,000 tonnes/year of LNG for 20 years, 
starting in 2006.
     The signing ceremony in Jakarta was 
witnessed by representatives of BP Migas, 
the Indonesian oil and gas regulatory agen-
cy, said BP in a statement.
     The LNG will be used to power K 
Power’s new 1,074-megawatt power sta-
tion, which is being built at Gwangyang 
in south-western South Korea, and is due 
to commence operations in 2006. 
     K Power, which was formerly known 
as SK Power, is a joint venture between 
SK Corporation (with 65 per cent) and 
BP (35 per cent).
     The latest signing follows an ear-
lier agreement in July for the supply of 
550,000 t/y of LNG to Posco, South Ko-
rea’s largest steelmaker, and completes the 
process outlined in the framework accord 
signed between SK Corporation and the 
Tangguh partners in July 2003. 
     The LNG supplied under both the 
agreements will be delivered to Posco’s 
new Gwangyang LNG import and regasi-
fication terminal, which is currently under 
construction.
     BP’s Vice-President for Gas, Power & 

West Sak expansion plans announced
HOUSTON — ConocoPhillips and BP have 
announced plans for the largest-ever heavy oil 
development project in Alaska. The scheme 
will increase output at the West Sak oil field 
from 10,000 barrels/day to approximately 
45,000 b/d of oil by 2007. West Sak is a large 
heavy oil accumulation that overlies much 
of the Kuparuk field, which is operated by 
ConocoPhillips, on Alaska’s North Slope. The 
development programme is expected to cost 
approximately $500 million and will gener-
ate more than 850 jobs in Alaska during the 
peak construction phase in 2005. Plans call 
for the drilling of 13 wells and the expansion 
of facilities at West Sak drill site 1E, as well as 
another 31 wells and the construction of new 
facilities, pipelines and power lines at drill site 
1J. ConocoPhillips Alaska operates West Sak, 
which will be owned by ConocoPhillips (52 
per cent), BP (37 per cent), ExxonMobil (5.8 
per cent), Unocal (5.0 per cent) and Chev-
ronTexaco (0.1 per cent).

South Korea mulls oil price strategy
SEOUL — The government of South Korea 
is mulling ways to counter the effect of high 
oil prices, which have increased the country’s 
oil import bill by 14.7 per cent in the first 
seven months of this year, according to lo-
cal media reports. The Korea International 
Trade Association has warned that the nation’s 
trade balance could take a $12 billion hit if 
oil prices remain high, while the value of its 
exports could also be cut by more $3 bil-
lion, resulting in a hefty trade deficit. South 
Korea, which is the world’s fourth-biggest 
oil importer, recorded a 14.7 per cent year-
on-year increase in oil imports in the first 
seven months to $15.4bn. The Finance & 
Economy Ministry and the Bank of Korea 
have said that $3.87bn in extra funds will be 
injected into the economy this year.

Occidental’s Ecuador contract reviewed 
LOS ANGELES — Occidental Petroleum has 
announced that the government of Ecuador 
is considering the initiation of proceedings to 
terminate its participation contract for block 
15, based on a claim that the US company 
has breached the agreement. Occidental, 
however, said in a statement that it believes 
it has complied with all its obligations under 
the contract and intends to present its posi-
tion to Ecuadorian officials at forthcoming 
meetings. Occidental began oil-producing 
operations in Ecuador’s block 15 in 1985. 
The company’s Ecuadorian operations repre-
sent approximately eight per cent of its cur-
rent worldwide production, about four per 
cent of its proved reserves and two per cent of 
its total property, plant and equipment. 
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Renewables, Anne Quinn, commented: 
“This agreement is another important 
step in the development of the Tangguh 
LNG project, which is firmly on track to 
meet the gas requirements of Tangguh’s 
customers in Asia and North America.
     “Together with our existing Chinese 
and South Korean sales agreements and the 
almost finalised deal for supply to Mexico 
and US markets, the Tangguh project is 
making excellent progress towards a final 
investment decision later this year,” she 
said.
     In addition to the K Power and Posco 
contracts, the Tangguh project has sales 
and purchase agreements in place for the 
supply of 2.6 million t/y of LNG to China’s 
Fujian import terminal.
     The project’s partners are also in the 
process of finalising a further agreement 
to supply up to 3.7m t/y of LNG to Sem-
pra Energy’s proposed import terminal at 
Costa Azul, Mexico. 

Saudi Aramco reaches
top output capacity
at Haradh gas plant
Dhahran — State oil and gas giant Saudi 
Aramco has reached maximum production 
capacity at its Haradh gas plant less than six 
months after the facility was inaugurated, 
the company said in a statement.
     The production capacity at Haradh, 
which is part of the Kingdom’s Master Gas 
System, was gradually increased from 450 
million cubic feet/day up to its maximum 
capacity of 1.6 billion cu ft/d.
     The maximum production capacity 
tests conducted on equipment at Haradh 
also tested the quality and production ca-
pability of the surrounding gas wells, as 
well as the safety of plant design and con-
struction efficiency, Saudi Aramco officials 
said. 
     Test results confirmed the findings 
of geological studies of the gas reservoirs 
feeding the plant and demonstrated the 
accuracy of analyses conduced by Saudi 
Aramco geologists. The successful tests re-
inforce Saudi Aramco’s position as a reli-
able producer of energy both locally and 
internationally.
     The Haradh gas plant constitutes a sig-
nificant addition to the Master Gas Sys-

tem in Saudi Arabia, increasing the system’s 
overall capacity by 25 per cent. 
     The Saudi economy will benefit as sales 
gas flows from east to west across the King-
dom through a 1,000-km pipeline. Gas will 
be pumped at maximum capacity to fac-
tories and desalination plants in the Red 
Sea industrial city in Yanbu, creating more 
jobs and productivity at all levels.
     The Haradh gas plant is one of the 
most environmentally-friendly plants of 
its kind anywhere in the world. From the 
design stage onwards, the company set am-
bitious goals to assure that production and 
progress at the facility went hand-in-hand 
with a clean environment. 

Mayor of Houston
welcomes Citgo staff
to new headquarters
Houston — Employees of PDVSA’s US 
subsidiary Citgo have been welcomed to 
their new corporate headquarters in Hou-
ston, Texas, by the city’s Mayor, Bill White, 
the company said in a statement.
     The Mayor joined Citgo’s President 
and Chief Executive Officer, Luis Marin, 
and Executive Vice-President, Antonio 
Rivero, for a breakfast to welcome the staff 
on their first working day at the company’s 
new headquarters.
     Also attending the event, which was 
described by the Mayor as “an important 
day for both the city of Houston and Cit-
go,” were the owner of the Houston Astros 
baseball team, Drayton McLane, and the 
Venezuelan Consul General in Houston, 
Mahuampi Ortiz.
     The Citgo employees, who relocated to 
Houston from the old headquarters in Tul-
sa, Oklahoma, were joined at the breakfast 
by employees of PDVSA Services Inc, who 
will also be moving to the same building 
from another location in West Houston.
     Citgo’s Marin thanked the staff for their 
contribution to making the move a reality 
and stressed that this project would help 
to cement the company’s efforts to con-
tinue to grow into the future. “With the 
move, we are ensuring the stability of jobs 
for decades to come,” he said.
     The decision to relocate approximately 
700 jobs from Tulsa to Houston was an-
nounced in late April. The employee relo-

Sinopec, Shell launch new retail JV 
NANJING — China’s Sinopec and Royal 
Dutch/Shell have held a launch ceremony 
in Nanjing for their new joint venture, 
the Sinopec and Shell (Jiangsu) Petroleum 
Marketing Company. The joint venture is 
to develop and operate a network of about 
500 service stations in Jiangsu province using 
both the Sinopec and Shell brands. Opera-
tions will start in Suzhou, where about 180 
sites are planned to be open by the end of 
the year. Another 100 sites each in Wuxi and 
Changzhou will start operating by the end of 
2005, which will be acquired or leased from 
Sinopec’s existing network. Sinopec is the 
exclusive fuel supplier to the joint venture, 
which will require total investment of about 
$187 million and have a registered capital of 
$100m. Sinopec has a 60 per cent share in the 
venture, with two of Shell’s Chinese affiliates 
holding the other 40 per cent.

Hydro awards Ormen Lange contract
OSLO — Norway’s Norsk Hydro has awarded 
a contract for part of the Ormen Lange gas 
terminal at Nyhamna in north-west Norway 
to Vetco Aibel (formerly ABB Offshore 
Systems). The value of the engineering, 
procurement and construction contract, 
which was awarded on behalf of the Ormen 
Lange license group, is about NOK 550 mil-
lion. The deal covers a jetty for the export 
of condensate, a facility for the recovery of 
hydrocarbon gases when loading condensate 
onto tankers, all mechanical installations in 
the rock cavern for storing condensate, and 
the construction of roads and infrastruc-
ture within the condensate export area at 
Nyhamna. Ormen Lange is the largest gas 
field under development on the Norwegian 
continental shelf. It is located 100 km off the 
north-west coast of Norway in water depths 
of 800–1,100 metres. The field is due to come 
on stream in October 2007.

Anadarko sells Mexican Gulf interests
HOUSTON — Anadarko Petroleum has an-
nounced that it has entered into purchase and 
sale agreements for the divestiture of its Gulf 
of Mexico Shelf properties through two deals 
totalling $1.312 billion. Anadarko has agreed 
to sell an overriding royalty interest to Mor-
gan Stanley Capital Group and thereafter, the 
Shelf properties to Apache Corporation. The 
package represents an estimated 98.6 million 
barrels of oil equivalent of proved reserves as 
of year-end 2003 and current net produc-
tion of approximately 46,000 boe/d. “This 
announcement is a major milestone in our 
strategy, which is intended to make Anadarko 
more competitive,” commented Anadarko’s 
President and CEO, Jim Hackett.

In brief
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cation will take place in three phases and 
is scheduled to be completed in late sum-
mer 2005.

Norwegian Minister
attends opening of new
Statoil office in Algiers

Algiers — Norwegian oil and gas firm 
Statoil has held a ceremony marking the 
official opening of its new office in the 
Algerian capital Algiers, the company said 
in a statement. 
     Norway’s Minister of Petroleum 
and Energy, Thorhild Widvey (pictured 
above), headed a Norwegian government 
delegation at the opening ceremony, while 
top officials from Statoil and its partner 
in Algeria’s In Salah gas project, BP, also 
attended.
     The Algerian representatives includ-
ed the Minister of Energy and Mines, 
Dr Chakib Khelil; the Managing Direc-
tor of state oil and gas firm Sonatrach, 
Mohamed Meziane, and Sonatrach’s Vice-
President for Exploration and Production, 
Mohamed R Babaghayou. 
     “North Africa is important for our in-
ternational operations. Algeria offers us gas 
production, which represents one of several 
opportunities to supply the European mar-
ket,” said Statoil’s Chief Executive, Helge 
Lund, in his speech at the inauguration. 

     “So it’s important for us to have an 
active presence in Algeria and to keep up 
with what’s happening both in the oil and 
gas sector and in the rest of the country,” 
he added. 
     In Salah, Algeria’s third-largest gas de-
velopment, began producing in July and is 
set to yield about 9.0 billion cubic metres/
year of gas, increasing Algeria’s gas exports 
by about 15 per cent.
     Sonatrach has a 35 per cent stake in 
the project, with BP holding a 33.15 per 
cent interest and Statoil having the other 
31.85 per cent. 

Russia’s Lukoil opens
new Iranian office to
oversee Anaran project
Moscow — Russian oil and gas giant Lu-
koil has opened an office in the Iranian cap-
ital Tehran, according to a report carried by 
the OPEC News Agency (OPECNA).
     The new office of the Russian firm’s 
wholly-owned subsidiary, Lukoil Over-
seas Anaran, will oversee the implemen-
tation of the company’s Anaran oil project 
in western Iran, said a spokesman for Lu-
koil Overseas, Grigory Volchek.
     The office will manage exploration of 
the Azar, Musian, and Changuleh pros-
pects in the Anaran block, which Lukoil 
is exploring in partnership with Norway’s 
Norsk Hydro. Lukoil Overseas controls a 
25 per cent stake in the project, with Norsk 
Hydro holding the rest.
     The Anaran field may hold up to 2 bil-
lion barrels of oil reserves, according to Lu-
koil Overseas, and exploration is expected 
to last until the end of next year.
     However, the spokesman could not 
confirm Russian media reports that Lu-
koil was mulling the abandonment of a 
contract to supply crude oil to Iran. To 
carry out this contract, Lukoil built an oil 
port at Ilyichevka on the Caspian Sea and 
started oil shipments to Iran in November 
2002.
     The company funnelled roughly one 
million tons or some 20,000 barrels/day to 
Iranian refineries last year. Russian media 
outlets have speculated that Lukoil might 
be about to cancel this contract because 
crude shipments to Iran allegedly proved 
uneconomic.

Three firms set up LNG alliance
OSLO — A three-year collaboration has been 
established between Norwegian firms Statoil 
and Aker Kvaerner, as well as Linde of Ger-
many, to develop cost-effective technology 
and solutions for liquefied natural gas. The 
agreement, which covers ship-based produc-
tion, storage and discharging of LNG in remote 
areas, was signed at an industry conference 
and exhibition in the Norwegian oil town 
of Stavanger, Statoil said in a statement. 
Commenting on the accord, Statoil’s Vice-
President for Research, Ingve R Theodorsen, 
said: “Establishing this new partnership will 
strengthen our work on LNG technology. It 
fits very well with our strategy of developing 
this technology further into floating produc-
tion. It’s also in line with our strategy of being 
early in selecting the best technology partners 
in order to achieve quick development and 
implementation.”

Talisman to develop Tweedsmuir fields
LONDON — Canadian firm Talisman Energy 
has announced that its UK subsidiary is in-
vesting £320 million to develop the Tweeds-
muir and Tweedsmuir South oil fields in the 
North Sea. Although Tweedsmuir had been 
known about since 1983, it was not until a 
Talisman appraisal programme in 2002 that 
the main part of the field was discovered. 
Tweedsmuir South was subsequently found 
in 2003 and appraised in 2004. Drilling is 
expected to begin in early 2005, with pro-
duction scheduled to commence in late 2006 
at a plateau rate of 40,000 barrels/day. The 
oil will be processed using the existing Piper 
platform and export pipeline to the Flotta 
terminal in Orkney. Talisman’s President 
and Chief Executive Officer, Jim Buckee, 
said: “The Tweedsmuir development will 
be constructed with considerable flexibility 
for the tie-in of additional fields, supporting 
Talisman’s exploration plans in the area.”

BG announces Egyptian LNG deals
LONDON — UK-based gas firm the BG 
Group has announced the signing of agree-
ments with the Egyptian General Petroleum 
Corporation (EGPC), the Egyptian Natural 
Gas Holding Company and Malaysia’s Pet-
ronas for the export of natural gas via an 
LNG plant located in Damietta, Egypt. The 
gas supply will come from the BG-operated 
Scarab Saffron fields in the West Delta Deep 
Marine concession, offshore the Nile Delta. 
Commencing in the first quarter of 2005, BG 
and its upstream partners, EGPC and Petro-
nas, will pump approximately 225 million 
cubic feet/day of export gas through the plant 
for the first four years of the five-year contract 
and 150m cu ft/d in the final year.

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

Crude oil price movements
No matter in which time-frame we look at 
it — monthly, weekly, daily — the OPEC 
Reference Basket1 in July and early August 
broke records all across the board. On a 
monthly basis, the rise of $1.68/barrel in 
July brought the monthly average to the 
unprecedented level of $36.29/b. Besides 
the previous monthly high of $36.27/b 
reached in May this year, the Basket has 
never been above $34/b since October 
1990 (see Table A).
     On a weekly basis, the $37.40/b aver-
age for the week ending July 29 constitutes 
an all-time weekly high, while the daily 
average of $40.08/b on August 11 now 
holds the Basket’s daily record. Therefore, 
it should not come as a surprise to see that 
the year-to-date average for the current year 
of $33.45/b is more than $5/b or almost 
18 per cent higher than in the year 2003. 
These statistics highlight the fact that oil 
has moved into a new economic zone. After 
all, as the name itself implies, the OPEC 
Reference Basket is just an arithmetic cal-
culation taken from the prices of a basket 
of crudes. Thus it is only a barometer, a 
consequence of market forces acting on 
their own rather than a cause. These price 
levels are as much of a concern to OPEC as 

they are to consuming nations. The forces 
underpinning these price levels appear to 
be more of a structural nature, therefore 
it will take the co-ordinated efforts of glo-
bal energy institutions and governments 
to defuse them. The problem is that the 
world might be running out of time. In 
economic terms, going from a boom to an 
explosion sometimes does not take much. 
In the energy industry it might be a refinery 
mishap, a terrorist act or a cold winter.
     Tightness in the upstream? Maybe. 
Tightness in the downstream? Almost 
certainly. But regardless of whether this 
tightness is real or more of a product of 
market perception, it is still the main reason 
behind soaring crude oil prices, which have 
recently moved into unchartered territory. 
While a big fuss was made in early June over 
New York Mercantile Exchange (NYMEX) 
crude oil futures hitting record highs of 
$42.33/b, which was probably due to the 
world never having seen such prices before, 
this has not been the case lately even though 
prices have surged to nearly $45/b. The 
general perception that there is a scarcity 
of crude supply to meet runaway demand 
might be misleading and if left unchecked 
could bring further complications to an 
already turbulent market. It is true that 
light sweet crudes, especially from West 
Africa and the North Sea, have been scarce 
in a period when refiners all over the globe 
have been rushing to secure adequate feed-
stocks to cope with the rampant demand 
for light products such as gasoline, jet and 

jet kerosene, while at the same time trying 
to use whatever refining capacity is left to 
produce much-needed heating oil stocks 
ahead of the winter season. Nevertheless, 
it is also true that sour crudes are inundat-
ing the market, which has been reflected 
in the widening of the sweet/sour spread. 
For example, heavy-sour Mexican Maya fell 
to a discount of some $11/b to West Texas 
Intermediate (WTI) late in July because 
of the weak demand for high sulphur fuel 
oil (HSFO). The latest preliminary reports 
estimate that OPEC production reached 
more than 29.5 million barrels/day in July, 
of which almost all incremental volumes are 
in terms of sour crude. OPEC exports have 
started to arrive at refining centres where 
bottlenecks in upgrading units, together 
with the undesired heavy by-products (fuel 
oil) at a time when refiners are scrambling 
to hike light product yields, have further 
undermined sour crude prices. Refinery 
runs have been high for months but the 
global refining system is operating near full 
capacity. According to the latest Energy 
Information Administration (EIA) weekly 
figures, refinery runs in the USA came close 
to 97 per cent with the four-week average 
at almost 96 per cent. In Europe, refinery 
utilization has reached 96 per cent to cope 
with the strong demand for gasoline while 
at the same time produce much-needed 
heating oil to replenish stocks ahead of 
the winter season, especially in Germany. 
Asia Pacific refiners have also been work-
ing flat out to meet surging regional gasoil 

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

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

Year-to-date average
Jun 04 Jul 04 2003 2004

Reference Basket 34.61 36.29 28.02 33.08
Arabian Light 34.70 35.55 27.37 32.74
Dubai 33.58 34.70 26.43 31.85
Bonny Light 35.60 38.08 28.57 34.30
Saharan Blend 35.14 38.16 28.51 34.32
Minas 36.75 36.28 29.70 33.53
Tia Juana Light 31.67 33.81 27.30 30.89
Isthmus 34.85 37.41 28.25 33.93
Other crudes
Brent 35.21 38.33 28.66 34.32
WTI 38.18 40.69 31.41 37.34
Differentials
WTI/Brent 2.97 2.36 2.75 3.02
Brent/Dubai 1.63 3.63 2.23 2.47
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demand, especially from China. It seems 
that the market has entered a new reality, 
one where tightness in upstream spare ca-
pacity due to lack of capacity expansion 
and surprisingly robust oil demand growth 
promises to set the scene for a new market 
dynamic, at least in the foreseeable future. 
The upward shifting of the futures curve, 
where forward prices (12 months) remain 
wrapped around $40/b, and wide product 
margins are indications of much-needed 
investment in the upstream as well as the 
downstream. Failing to properly address 
these realities will only exacerbate price 
volatility and leave the industry lurching 
from one crisis to the next.

US and European markets
     Strong demand for gasoline as the USA 
passes through the peak of the gasoline 
season, the simultaneous replenishment 
of distillate stocks ahead of the heating 
oil season, and strong refining margins 
have resulted in persistent strength in the 
demand for light sweet crudes in the USA. 
According to the EIA figures, by the end of 
July refiners were running their plants at 
almost 97 per cent of nameplate capacity 
with crude oil imports hitting a record high 
of 11.32m b/d in the third week of July.
     Product demand appears to be so strong 
that stocks of major products have shown 
only insignificant builds. Gasoline inven-
tories of 210.11m b did recover slightly, 
but remained just two per cent higher 
compared to the latest five-year average. 
In contrast, reformulated gasoline remains 
28 per cent below last year (at end-July) 
and four per cent lower versus the five-year 
average.
     Distillate stocks also showed a minor 
two per cent y-o-y recovery, but when com-
pared to the five-year average of 121.15m 
b, distillate stocks are three per cent lower. 
The situation is drastically different when 
it comes to heavier sweet and sour grades 
which remain significantly out of favour 
in the US market. There are considerable 
volumes of West African grades stored in 
the Louisiana Offshore Oil Port and the 
sweet/sour spread continues to widen to 
more than $3/b.
     In Europe, North Sea crudes surged 
to record highs on the back of lower but 
still respectable refining margins, strong 
demand and dwindling supplies as field 
maintenance cut into availabilities.

Far East market
     As in other major consuming centres, 
light sweet grades in the Asia Pacific region 
were supported by good refining margins 
on strong gasoil and kerosene crack spreads. 
Japanese winter stock-builds of pre-season-
ally low heating oil inventories prompted 
demand for regional as well as Middle 
Eastern grades. Abu Dhabi Murban was 
trading at hefty premiums to its official 
selling price, underpinned by the need to 
raise tight gasoil and kerosene availability. 
Light sweet regional grades were also sup-
ported by the wide BFO (Brent, Forcados 
and Oseberg)/Dubai premium which 
made competing West African crudes 
expensive. The spread between light and 
heavy regional grades was evident by the 
premium that Tapis commanded to Minas, 
which reached around $4/b towards the 
last week of July. But heavier grades like 
Arab Medium and Oman remain under 
selling pressure due to ample availability, 
a lull in buying interest and the weak fuel 
oil market.

Product markets and 
refinery operations
The broader strength of crude prices and 
a counter-seasonal build of US gasoline 
inventories in July, as well as the prospect 
that distillate fuel inventories will be re-
stocked to relatively comfortable levels 
by the start of the next heating oil season, 
have eased earlier worries about a short-
fall of these products in the winter season 
which, in turn, has undermined refinery 
margins, particularly in the USA. However, 
refinery glitches in Europe and Asia and 
strong demand for distillate products have 
provided a cushion for refineries in both 
markets, but the disappointing perform-
ance of fuel oil across the board threatened 
refinery margins from the bottom of the 
barrel and might have caused the spread 
between the light and heavy sour crudes 
to widen further (see Table B).

US market
     On August 6, 2004, gasoline stocks 
were 208.3m b, which was 2m b higher 
than in early July and 10.2m b above the 
same date last year. The latest four-week 
average figure on August 6 also showed that 
demand for gasoline decreased by more 

than one per cent compared to the same 
period last year, while imports showed an 
increase of 26 per cent. This situation has 
negatively affected the gasoline and naph-
tha product spread versus the benchmark 
crude oil WTI. The spread between WTI 
and distillates has also softened somewhat 
due to healthy stock builds and higher 
production. Refinery distillate yields have 
increased from 24 per cent in June to 25 
per cent in July. However, US refiners have 
benefited from the strong distillate mar-
ket in Europe and protected their distillate 
margins.
     The fuel oil market in the USA was 
very muted due to sluggish demand and 
ample supply. The fuel crack discount 
against WTI dropped to a historical low 
after a loss of more than $17/b. Meanwhile, 
despite the softening of refinery margins 
in July, the light spread versus WTI was 
still very attractive for refineries, which are 
running at maximum level. Although the 
US refinery utilization rate in July slipped 
a marginal 0.4 per cent against June, it was 
still above 96 per cent (see Table C).

European market
     Earlier in the month, heavy loading for 
contractual exports to the USA, coupled 
with refinery production problems in 
north-west Europe, pushed barges to trade 
at record levels and supported the gasoline 
crack spread against the benchmark crude 
Brent. Later on, the arbitrage economics to 
the USA became unfavourable, but the out-
age of refineries in Norway and Germany 
supported gasoline prices to some extent. 
Naphtha prices were also supported by a 
delay in the restarting of Algeria’s Skikda 
refinery and the bullish sentiment in the 
Singapore market.
     The market for distillates, in particular 
for diesel oil, was strong due to high de-
mand both in the north-western European 
and the Mediterranean markets. Refinery 
glitches in north-western Europe were 
compounded by Yukos asset sales and 
the reduction of Russian gasoil exports, 
where, in turn, the distillate crack spread 
outpaced the performance of Brent crude 
oil. Meanwhile, the increase in distillate 
inventories in July was relatively good, but 
due to the refinery maintenance schedule 
in Europe in September and October, 
especially in the Mediterranean area, the 
distillate market sentiment for the area 
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looks bullish for the next few months. 
However, due to weak demand of utility 
plants running medium sour crude oil, 
particularly in the Mediterranean area, 
and unfavourable arbitrage economics 
for exporting HSFO to the east market, the 
sentiment for the fuel oil market in Europe 
is still very bearish, and the crack spread 
versus Brent has widened further. Follow-
ing the completion of refinery turnarounds 
in north-west Europe, refinery throughput 
in Europe as a whole has increased by over 
2.1 per cent compared to June, reaching 
90.3 per cent in July (see Table C).

Asian market
     The price of light distillates rallied on 
the back of the cancellation of a few export 
cargoes by LG-Caltex and emerging fresh 
demand from south-east Asia. However, 
the naphtha market was mixed. While de-
mand from petrochemical units was strong, 
continued supplies from Indian refineries 
weighed on the market and pressured the 
naphtha crack spread versus Dubai crude 
oil. As mentioned earlier, demand for jet/
kerosene and gasoil was very strong as well, 
as a strike in South Korea’s second-largest 
refinery boosted sentiment in an already 
tight market.
     The gasoil crack versus Dubai was also 
underpinned by Hong Kong buyers return-
ing to the market after the expiry of the 
fishing ban in the South China Sea. With 
respect to the fuel oil market, hot weather 
in Japan bolstered utility plants’ needs for 
low sulphur fuel oil, while the demand for 
HSFO is very weak as Chinese consumption 
has not yet rebounded. This has left the 
market oversupplied, which caused the fuel 
oil/Dubai crack to slip to its lowest level 
of below $7/b with no recovery in sight.
     In Asia, refineries are running with 
higher throughput compared to last year. 
Japanese refineries, which were running 
at lower capacity compared to the others, 
boosted their runs sharply in July to begin 
pre-winter stockpiling. The Japanese refin-
ery utilization rate jumped from 73.3 per 
cent in June to 83.8 per cent in July (see 
Table C).

The oil futures market
The sell-off that began in late May and 
intensified in early June, following OPEC’s 
decision to hike output by 2.5m b/d in 

two stages, came to a complete halt by 
the end of June. Non-commercials heavily 
disposed of their long positions on the as-
sumption that prices would drop, bringing 
their net longs from more than 77,000 
lots to less than 15,000 on June 29. At the 
same time, WTI futures shed more than 
$3/b, falling to as low as $35.66/b on June 
29. Speculators’ sentiment changed to a 
more bullish mode as they refocused on 
strong world oil demand figures, robust 
gasoline and heating oil consumption in 
the USA and EU, and a more structural 
aspect that has to do with the shrinking 
of the spare upstream and downstream 

capacities. Markets are increasingly wor-
ried about the volatile cocktail that could 
result from diminishing worldwide spare 
production capacity at a time of high de-
mand and a possible dramatic disruption 
in the flow of oil from a major exporter. 
The oil workers’ strike in Venezuela late in 
2002, disruptions in Nigerian production 
due to labour disputes, the Iraqi war and 
the recent terrorist attacks on oil facilities 
in a major oil-producing nation remain 
very vivid in speculators’ minds. We believe 
that until the issue of spare capacity both 
in the upstream and downstream is dealt 
with, markets — largely due to specula-

Table B: Selected refined product prices                                                      $/b

                                                                                                                Change
                                                              May 04     Jun 04      Jul 04      Jul/Jun

US Gulf (cargoes)
Naphtha                                48.50       44.68       46.68         2.00
Premium gasoline (unleaded 93)         60.06       51.90       54.80         2.90
Regular gasoline (unleaded 87)         56.45       49.39       52.10         2.71
Jet/kerosene                                46.08       43.53       48.37         4.84
Gasoil (0.2% S)                 41.76       40.88       44.97         4.09
Fuel oil (1.0% S)                 31.99       31.45       30.01       –1.44
Fuel oil (3.0% S)                 27.28       24.99       24.93       –0.06

Rotterdam (barges fob)
Naphtha                                48.99       45.70       48.87         3.17
Premium gasoline (unleaded 95)         53.11       45.85       52.03         6.18
Regular gasoline (unleaded)              53.08       45.79       52.28         6.49
Jet/kerosene                                47.81       45.26       49.88         4.62
Gasoil (0.2% S)                 42.83       41.68       46.19         4.51
Fuel oil (1.0% S)                 25.70       24.21       24.28         0.07
Fuel oil (3.5% S)                 25.10       23.39       24.44         1.05

Mediterranean (cargoes)                                                                             
Naphtha                                40.52       37.48       40.37         2.89
Premium unleaded (0.15g/l)                  52.15       44.74       49.40         4.66
Premium gasoline (unleaded 95)         52.16       44.64       49.37         4.73
Jet/kerosene                                46.73       43.47       48.10         4.63
Gasoil (0.5% S)                 43.41       41.92       45.96         4.04
Fuel oil (1.0% S)                 27.66       26.54       26.47       –0.07
Fuel oil (3.5% S)                 23.69       21.07       23.03         1.96

Singapore (cargoes)
Naphtha                                39.69       37.19       38.60         1.41
Premium gasoline (unleaded 95)         49.71       45.19       46.52         1.33
Regular gasoline (unleaded 92)         48.41       44.04       45.12         1.08
Jet/kerosene                                45.71       43.17       48.08         4.91
Gasoil (0.5% S)                 44.62       42.84       46.25         3.41
Fuel oil (180 cst 2.0% S)     28.28       27.43       27.64         0.21
Fuel oil (380 cst 3.5% S)     27.83       26.87       26.98         0.11
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tors — will be subject to a great deal of 
volatility. Proof of this can be seen in the 
increase of more than $5/b from late June 
to early August when WTI front-month 
prices closed at an all-time high of $44.41/b 
on August 5, before rising to $44.77/b in 
intra-day trading the following day. The 
latest rally was fuelled by the Yukos saga, 
which could cripple the normal flow of 
crude from Russia’s second-largest pro-
ducer, which accounts for one-fifth of 
total production.
     But is the market not overreacting to 
every piece of news? In the case of Yukos 
total production is 1.7m b/d and the Rus-
sian government has often repeated that it 
does not want to see the company’s pro-
duction affected by the legal procedures. 
As mentioned above, in December 2002, 
Venezuela’s 3.0m b/d production came 
close to a complete halt while Nigeria 
lost 800,000 b/d almost simultaneously. 
Following the start of the war, Iraq’s pro-
duction went from 2.5m b/d in February 
2003 to only 150,000 b/d in April. Thus, 
the world lost approximately 5m b/d in a 
period of four months but prices for WTI 
never went above $38/b. The difference 
between the first quarter of 2003 and now 
is that back then OPEC was producing at 
26.7m b/d and had enough spare capacity 
to compensate for the lost volumes.
     Today, the Organization is pumping 
close to 30m b/d, making its bravest effort 
to mitigate runaway oil prices, but with 
only limited upside potential to respond 
to a supply shock. Speculators, aware that 
the market is in a precarious situation, are 
trying to benefit from it, although with 
pertinent pauses every now and then to 
assess market dynamics. Non-commercials 

have been building their net long positions 
during July, with the latest Commodity 
Futures Trading Commission’s Commit-
ments of Traders report for the week ending 
August 10 showing net longs of 40,299 lots 
and open interest at 725,884, which is very 
close to the all-time high of 735,377 lots 
reached on June 1, 2004.

Tanker markets
OPEC area spot chartering in July rose 
about nine per cent or 1.26m b/d to 
stand at 14.01m b/d. The rise in OPEC 
oil production during June, which did not 
show up in June OPEC area spot fixtures, 
finally emerged in July as spot cargoes were 
only increased after oil producers had first 
boosted allocations to their long-term cus-
tomers. Compared with last year’s figure, 
OPEC spot fixtures are down about five 
per cent or 730,000 b/d. OPEC’s share of 
global spot fixtures regained most of the 
two per cent lost in the previous month, 
increasing 1.74 per cent to slightly above 
64 per cent, which is four per cent higher 
than the level registered during July 2003. 
Together, Middle East eastbound and west-
bound long-haul spot fixtures accounted 
for about 54 per cent of all OPEC area 
spot chartering, or four per cent above 
last year’s share.
     Westbound long-haul spot fixtures rose 
about 27 per cent or 470,000 b/d to 2.24m 
b/d which corresponded to 16 per cent of 
total OPEC area, while eastbound moved 
up by about six per cent or 290,000 b/d 
to 5.32m b/d, representing about 38 per 
cent of OPEC spot fixtures. Non-OPEC 
spot chartering displayed the same upward 
trend but the increment was slim as most 

of the increasing oil production was inside 
the OPEC area where spare capacity still 
exists, especially within Middle Eastern 
producers. Non-OPEC spot fixtures rose 
just two per cent or 150,000 b/d to 7.85m 
b/d, which is about 36 per cent of total 
global spot fixtures, or four per cent below 
the year-ago level. Global spot-chartering 
increased moderately by about six per cent 
or 1.41m b/d to stand at 21.86m b/d, which 
is 2.76m b/d less than that observed a year 
ago. Estimated sailings from the OPEC 
area during July fell by about four per cent 
or 1.08m b/d to 27.11m b/d, which was 
3.84m b/d higher than last year. The share 
of OPEC area sailings stood at about 69 
per cent or about ten per cent above the 
June level. Arrivals showed mixed patterns 
as the US Gulf, East Coast and Caribbean 
displayed increased flows of 660,000 b/d 
to 11.67m b/d and Japan rose 440,000 
b/d to 4.04m b/d, while minor decreases 
occurred on Euro-Med arrivals, which de-
clined by 80,000 b/d to 4.13m b/d, and 
north-west Europe, which shed 300,000 
b/d to 7.06m b/d.
     As is usually the case during the July-
August summer season, crude oil freight 
rates moved downward on diminished 
seasonal demand. Looking back over the 
last three years (2001–2003), it is obvious 
that freight rates for VLCCs on the Middle 
East eastbound and westbound long-haul 
routes touched their lowest levels during 
the summer period. However, this year the 
picture has been completely different as 
freight rates started to climb ahead of the 
summer after showing some setbacks dur-
ing March and April on decreased activity 
due mainly to geopolitical factors.
     As of May, VLCC freight rates once 
again headed north, accumulating progres-
sive gains on rising tanker demand due 
to increasing OPEC oil production and 
tight tonnage availability. The VLCC market 
enjoyed the highest freight rates in July, 
especially after Member Countries decided 
to pump more oil to meet fast growing 
oil demand, particularly from China and 
the USA. Freight rates on the Middle East 
eastbound long-haul route gained 17 points 
for a monthly average of Worldscale142, 
while on the westbound route, they moved 
up nine points to average W113. Rates on 
the eastbound route, at times, even rose to 
W170 as the market got very tight due to 
a lack of tonnage.

Table C: Refinery operations in selected OECD countries

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

                         May 04     Jun 04     Jul 04        May 04     Jun 04      Jul 04

USA                   15.86        16.12        16.06           95.0          96.5         96.1
France                  1.63          1.62          1.77           83.5R         82.9         90.5
Germany              2.28R        2.19R        2.33           99.7          95.7R      101.8
Italy                      1.83R        1.81R        1.79           79.0R         78.4R        77.4
UK                        1.68R        1.58R        1.67           92.6R         87.0R        92.0
Eur-16                12.43R      12.18R      12.46           90.0R         88.2R        90.3
Japan                   3.47          3.45R        3.94           73.9          73.3R        83.8

1.    Refinery capacities used are in barrels per calendar day.
R    Revised since last issue.
Sources: OPEC statistics, Argus, Euroilstock Inventory Report/IEA.
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     On the westbound route, rates at the 
end of the month touched W130 and 
higher on increasing demand for sweet 
light West African grades from US refiners. 
Fundamentally, the tanker market is very 
strong and, with oil demand continuing 
to show steady growth and the tonnage 
supply being relatively tight, nearly all signs 
indicate that freight rates will remain at very 
high levels and could even achieve record 
figures in the coming months, especially 
in the high demand winter season.
     Suezmax freight rates behaved similarly 
to those for VLCCs, gaining 11 points for 
a monthly average of W160 on the West 
Africa/US Gulf Coast route and 15 points 
to an average of W163 on the NW Europe/
US East Coast-US Gulf Coast route. The 
Suezmax sector benefitted from the boom 
in the VLCC sector, as after a slow start at 
the beginning of the month, Suezmax 
freight rates managed to reach W170s on 
increasing demand.
     Aframax freight rates displayed different 
directions, increasing nine points to average 
W254 within the Mediterranean basin on 
steady activity. On the Mediterranean/NW 
Europe route, Aframax freight rates fell 
sharply, losing 44 points on average to stand 
at W166 on the back of very slow trade 
in the first half of the month, when rates 
dipped to lows of W140s. However, strong 
activity later in the month succeeded in 
pulling up rates to the W160s level. Lack 
of sufficient business, particularly in the 
second half of the month, pushed rates on 
the Caribbean/US Gulf Coast route down 
by 16 points to average W189. Steady activ-
ity on the Indonesia/US West Coast route 
maintained freight rates at the previous 
month’s average of W166.
     The product tanker market in July 
was split into two different pictures. The 
rosy one was in the east where freight rates 
showed moderate gains, while the gloomy 
side was in the west as rates fell sharply, 
especially for Atlantic cargoes. Freight rates 
for 50,000 dwt cargoes along the Middle 
East/East route gained 14 points to aver-
age W234 on the back of firm demand 
and relatively tight tonnage supply. Also, 
30,000 dwt cargoes from Singapore to Ja-
pan enjoyed rates at an average of W291, 
an increase of 27 points on very healthy 
trade. The biggest losers in the West were 
owners active in the Atlantic, especially on 
the NW Europe/US East Coast-US Gulf 

Coast routes, where rates shed 54 points 
from the previous month’s average to stand 
at W254 on a lack of sufficient spot cargoes 
to trade due to closed arbitrage. The down-
trend also dominated the Caribbean/US 
Gulf Coast route where rates lost 20 points 
to average W280 on lower requirements. 
Within the Mediterranean and from there 
to NW Europe, freight rates retreated by 
15 and 18 points to a monthly average 
of W244 and W271, respectively, due to 
insufficient business.

World oil demand
Revision to historical figures (2002–03)
     Average world oil demand for the year 
2002 has been revised up to 77.40m b/d 
from our last report. The slight upward revi-
sion was due to higher consumption data 
from OECD and developing countries. For 
the year 2003, the latest figures also indicate 
an upward revision of 170,000 b/d with 
total world oil demand for the year esti-
mated at 78.97m b/d. Some sources have 
significantly revised up their 2003 Middle 
East historical data. However, based on 
direct communication with official sources 
in Saudi Arabia, we can verify only moder-
ate revisions. On a quarterly basis 1Q oil 
demand was revised up by 210,000 b/d 
followed by another 130,000 b/d upward 
revision in 2Q. The 3Q and 4Q oil demand 
were also revised up by 110,000 b/d and 
250,000 b/d, respectively.

Forecast for 2004

World
     Based on higher-than-anticipated 1Q 
consumption, the expected continuing 
strong world economic growth in the 
remainder of the current year and the 
persistent strength in mostly non-OECD 
consumption, the forecast world oil de-
mand has once again been revised up, this 
time by 280,000 b/d, to average 81.18m 
b/d. Similarly, 2004 world oil demand 
growth has been revised up by 110,000 
b/d to 2.21m b/d, taking into account the 
upward revision of 170,000 b/d in the 2003 
baseline average.
     On a quarterly basis, preliminary ac-
tual consumption data indicates that 1Q 
demand has grown by 1.91m b/d or 2.40 
per cent compared with the corresponding 
quarter in 2003. There are indications that 

the growth in 2Q has been much higher at 
2.61m b/d or 3.40 per cent. This represents 
the highest quarterly growth rate in 2004. 
Similar strength is forecast for 3Q and 4Q, 
which should increase by 2.10m b/d and 
2.22m b/d, respectively.
     On a regional basis, the former CPEs 
are expected to be the leading volume gainer 
with growth in demand of 880,000 b/d or 
8.71 per cent. China is at the forefront with 
an astonishing 740,000 b/d rise in demand, 
equivalent to 13.37 per cent. Developing 
countries follow with a 770,000 b/d or 3.83 
per cent rise, while the OECD is expected 
to see the lowest volume and percentage 
growth of 560,000 b/d or 1.15 per cent.

OECD
     With more than 61 per cent of total 
world oil demand originating in OECD 
countries, the expected share of growth of 
this group is projected to reach just above 
one quarter out of a total of 2.21m b/d, at 
the very most. This clearly indicates that 
the trend toward lower energy intensity 
in these economies, where increasingly 
less energy is used to produce a unit of 
output, seems to continue. The forecast 
for OECD consumption implies a rate of 
growth at 1.15 per cent or 560,000 b/d in 
2004 with the lion’s share coming from the 
North American region.
     As usual, and judging from the demand 
figures of 1Q, the USA will account for 
more than 75 per cent of the region’s to-
tal demand growth, with the remaining 
share more or less equally divided between 
Mexico and Canada. Oil demand growth in 
the energy mature European market shows 
a rise of 1.23 per cent or 190,000 b/d, 
while oil consumption in OECD Pacific 
will shrink by 1.13 per cent or 100,000 
b/d, in part due to the restart of almost all 
the nuclear plants in Japan closed down for 
maintenance in 2003.
     In January–May 2004, OECD oil 
requirements increased by 540,000 b/d 
or 1.12 per cent versus the same period 
in 2003. Gasoline demand was the top 
volume gainer, rising by 240,000 b/d or 
1.68 per cent to 14.62m b/d, followed 
by liquefied petroleum gas (LPG) demand 
which increased by 190,000 b/d or 3.76 
per cent. Residual fuel oil consumption 
recorded the largest drop falling by almost 
9.50 per cent or 310,000 b/d within the 
five-month period. Crude oil consumption 
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for direct burning — an almost exclusive 
Japanese phenomenon and not part of in-
land consumption — decreased by 39.34 
per cent due to the restart of almost all 
TEPCO’s 17 nuclear reactors.

Developing countries
     Oil demand in developing countries 
is forecast to grow by 3.83 per cent or 
770,000 b/d to average 20.93m b/d, 
which is more than two-and-a-half times 
the growth registered during 2003. Im-
provements in road infrastructure in India 
are likely to influence local diesel and gaso-
line demand. A significant increase in oil 
product consumption is also anticipated in 
oil producing nations in the Middle East 
on the back of higher revenues from strong 
oil prices and the substantial subsidies to 
the domestic product markets.
     Latin America is also expected to show 
some growth in demand after several years 
of contraction. Almost 40 per cent of total 
DC demand will come from the Other 
Asia group of countries, followed by the 
Middle East where demand is projected to 
rise by 5.18 per cent or 270,000 b/d. Latin 
American demand is expected to reverse 
the trend of the previous years to grow 
by 2.53 per cent or 120,000 b/d while 
African demand will rise by 2.23 per cent 
or 60,000 b/d. 

Other regions
     Apparent demand in the Other regions 
is projected to grow by 8.71 per cent or 
880,000 b/d to average 11.01m b/d. Total 
apparent demand growth for this group 
will account for almost 40 per cent of 
the total world oil demand increment, 
while the group’s share of global demand 
is around 14 per cent. The major share 
of consumption growth will take place in 
China where the continued astonishing 
rates of economic expansion together with 
a surge in automobile sales have allowed oil 
demand to rise by nearly 17 per cent in 1Q 
of the year. For the current year, Chinese 
apparent demand is projected to grow by 
an average 13.37 per cent or 740,000 b/d 
which represents more than one third of 
global demand growth. The FSU’s appar-
ent demand growth is 80,000 b/d, but we 
remain very pessimistic about any demand 
rise judging by the contraction of 340,000 
b/d or more than 8.46 per cent observed 
during 1Q2004.

Forecast for 2005
     Due to an upward revision of 280,000 
b/d to average world oil demand in 2004, 
the forecast average for 2005 has been re-
vised up by the same amount to 82.84m b/d 
compared with the 82.56m b/d presented 
in the last report as our preliminary fore-
cast. No changes have been applied to the 
forecast 2005 oil demand increment which 
reads 1.66m b/d or 2.05 per cent. Out of 
this growth, China alone is expected to 
account for 470,000 b/d or 28 per cent.
     On a quarterly basis, all the four 
quarters are anticipated to register healthy 
growth with 1Q leading with a 1.72m b/d 
or 2.12 per cent rise. The 2Q is expected 
to follow with a 1.67m b/d rise in demand 
equivalent to 2.11 per cent. The lowest 
growth in demand of 1.59m b/d or 1.97 
per cent is anticipated in 3Q. A significant 
demand rise of 1.66m b/d or 2.00 per cent 
should be seen in 4Q.
     All three main groups of countries are 
forecast to register healthy oil demand 
growth, with the largest volume gainer 
being developing countries with 670,000 
b/d or 3.19 per cent. Other regions, mostly 
thanks to China, will follow with 630,000 
b/d or 5.68 per cent. OECD is expected 
to register the lowest growth in demand 
of 370,000 b/d or 0.75 per cent.

World oil supply
Non-OPEC

Forecast for 2004
     Non-OPEC supply for 2004 has 
been revised up to 50.07m b/d, with the 
quarterly figures standing at 49.67m b/d, 
49.74m b/d, 49.95m b/d and 50.90m b/d, 
respectively. The yearly average increase 
now shows 1.44m b/d, compared with 
the 2003 figure. Minor upward revisions 
were made to 2Q figures of Canada, 
Norway and Asia Others (Thailand and 
East Timor). Also 3Q and 4Q have been 
upwardly revised.

Forecast for 2005
     Non-OPEC supply for 2005 is forecast 
to increase by 1.19m b/d. North America 
is expected to witness a rise of 160,000 b/d 
mainly on an 80,000 b/d increase from 
Canada, partially offset by the 90,000 
b/d decline expected in OECD Pacific 
and Western Europe, where the UK is 

expected to decline by 80,000 b/d. Total 
OECD is expected to remain unchanged 
at 21.5m b/d. Total DCs are forecast to 
rise by 570,000 b/d, mainly contributed by 
Latin America, where Brazil saw an increase 
of 120,000 b/d and Trinidad rose 50,000 
b/d, as well as Africa, where Angola, Sudan 
and Chad moved up 190,000 b/d, 60,000 
b/d and 40,000 b/d, respectively. The FSU 
is expected to be the major contributor 
to the rise in Other regions, mainly on 
Russia’s 450,000 b/d and both Kazakhstan 
and Azerbaijan adding 60,000 b/d each. 
The quarterly figures stand at 50.89m b/d, 
50.92m b/d, 51.13m b/d and 52.10m 
b/d, respectively, while the yearly average 
is forecast at 51.26m b/d.
     The FSU’s net oil exports for 2005 
are expected at 7.78m b/d or 460,000 
b/d higher than the estimated figure for 
2004 of 7.32m b/d (see Table D).

OPEC NGLs and non-conventional oils
     The OPEC NGL+NCO figure for 2005 
is forecast at 4.08m b/d, an increase of 
130,000 b/d over the 2004 forecast. Fig-
ures for 2001–2003 remain unchanged at 
3.58m b/d, 3.62m b/d and 3.71m b/d, 
respectively, compared with the last report.

Table D: FSU net oil exports m b/d

1Q 2Q 3Q 4Q Year

2001 4.30 4.71 4.89 4.47 4.60
2002 5.13 5.74 5.83 5.47 5.55
2003 5.87 6.75 6.72 6.50 6.46
20041 7.10 7.48 7.45 7.24 7.32
20051 7.33 7.91 8.07 7.80 7.78

1. Forecast.

OPEC NGL production, 2000–04

2001                                         3.58
2002                                         3.62
2003                                         3.71
1Q04                                         3.88
2Q04                                         3.89
3Q04                                         3.97
4Q04                                         4.04
2004                                         3.95
Change 2004/2003                   0.24
2005                                         4.08
Change 2005/2004                   0.13

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

Jul/ 
2002 2003 1Q04 Jun 04 2Q04 Jul 04* Jun

Algeria 864 1,134 1,171 1,222 1,198 1,245 23
Indonesia 1,120 1,027 981 966 970 958 –8
IR Iran 3,416 3,757 3,889 3,945 3,903 3,958 13
Iraq 2,000 1,323 2,113 1,759 2,020 1,996 238
Kuwait 1,885 2,173 2,237 2,345 2,292 2,375 30
SP Libyan AJ 1,314 1,422 1,461 1,528 1,497 1,560 32
Nigeria 1,969 2,131 2,343 2,402 2,356 2,390 –12
Qatar 648 746 758 788 772 805 18
Saudi Arabia 7,535 8,709 8,426 9,085 8,634 9,313 228
UAE 1,988 2,243 2,252 2,403 2,246 2,441 38
Venezuela 2,586 2,291 2,509 2,529 2,523 2,530 0

Total OPEC 25,323 26,954 28,140 28,971 28,411 29,570 599

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

OPEC crude oil production
     Available secondary sources indicate 
that OPEC output for July was 29.57m 
b/d, 600,000 b/d over the revised June fig-
ure. Table E shows OPEC production as 
reported by selected secondary sources.

Rig count
Non-OPEC
     The non-OPEC rig count rose in July 
compared with the June figures. North 
America gained 118 rigs, mainly in Canada, 
while Western Europe activity declined by 
18 rigs to 53. Rig activity in developing 
countries declined by 13 rigs to 371.

OPEC
     OPEC’s rig count was 246 in July, a rise 
of 10 rigs compared with the June figure. 
Indonesia was the main contributor to the 
OPEC gain.

Stock movements
USA
     US commercial onland oil stocks 
continued the seasonal build observed in 
the previous month, increasing by 12.0m 
b at a rate of 430,000 b/d to 978.4m b 
during the period July 2–30. The bulk of 
this build came from product inventories 
which rose 18.4m b, while crude oil stocks 
counter-balanced the increase with a de-
cline of 6.4m b. Total commercial oil stocks 
are now around 15.3m b or 1.6 per cent 
above this time a year ago. At 298.6m b, 
crude oil stocks have declined steadily since 
the beginning of July, but are still around 
13.7m b or five per cent more than last 
year’s volume, indicating that crude stocks 
are at a comfortable level. However, crude 
imports have fallen from a record level of 
11.3m b/d to 10.3m b/d in the week end-
ing July 30, and if this trend continues in 
the coming month, US commercial crude 
stocks may decline in August.
     Contrary to expectations, gasoline 
stocks showed a build of 4.0m b to 210.1m 
b, a rare occurrence for the month of July. 
This build happened mainly due to the 
drop in gasoline demand. Indeed, over 
the last four weeks gasoline demand has 
averaged 9.18m b/d, a drop of 350,000 b/d 
from the previous month or 0.3 per cent be-
low the same period last year. Undoubtedly, 
the effect of sharply higher retail prices had 

an impact on reduced demand. Regarding 
distillate stocks, all worries ahead of the 
upcoming winter season are exaggerated. 
In fact, distillate stocks showed a build of 
7.2m b to 121.2m b, an increase of three 
per cent above this time last year and in 
the middle of the five-year average. The 
last time that distillate stocks decreased was 
late in May and since then, overall distillate 
stocks grew by more than 12m b. Distillate 
demand was up 5.8 per cent over the last 
four weeks compared to the same period 
last year on the back of healthy highway 
demand as well as early stocking of heating 
oil and the use of generators. High prices 
have apparently had less of an effect on 
distillate use than gasoline consumption.
     During the same period, the Strate-
gic Petroleum Reserve (SPR) continued 
its build, increasing by 2.1m b to reach 
a new record of 664.5m b, which was 
around 52m b or nine per cent higher 
than its level at the same time last year. 
This upward trend will continue despite 
record-high crude prices and strong de-
mand as the US Interior Department said 
it has awarded contracts to ChevronTexaco 
and Royal Dutch/Shell to deliver roughly 
100,000 b/d of crude to the SPR under the 
Department’s royalty-in-kind programme. 
This oil will be delivered over a six-month 
period beginning on October 1, 2004 and 
ending March 31, 2005.
     During the week ending August 6, total 
commercial oil stocks in the USA showed a 
draw of 2.1m b to 976.3m b compared to 

the previous week, but were 19m b or two 
per cent above last year’s level. Commercial 
oil stocks dropped 4.4m b to 294.3m b 
for the second consecutive week, mainly 
due to the decline in crude oil imports of 
830,000 b/d to 9.52m b/d. Over the last 
four weeks, crude oil imports have averaged 
10.3m b/d. US crude oil refinery input was 
around 15.8m b/d, down 340,000 b/d, 
which corresponds to a utilization rate 
of 94.7 per cent or 1.6 per cent less than 
the previous week, but two per cent more 
than this time last year. A seasonal draw on 
crude oil stocks is normal at this time of 
the year as refineries increase inventories of 
gasoline for the driving season and heating 
oil in preparation for the upcoming winter 
season.
     On the product side, US gasoline stocks 
fell 1.81m b to 208.3m b in contrast to most 
expectations. This draw came as gasoline 
demand showed an increase of 210,000 
b/d together with lower output. Despite 
this draw, gasoline stocks are still near the 
upper end of the average range of the last 
five years and five per cent above last year’s 
level. Distillate stocks rose a seasonal 1.34m 
b to 122.49m b despite healthy demand, 
which surpassed the 4m b/d level. Over 
the last four weeks, demand was up 6.4 
per cent compared to the same four-week 
period last year. Distillate inventories are 
now two per cent above this time a year 
ago with heating oil at a comfortable y-o-y 
surplus of six per cent.
     During the same period, the SPR con-
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tinued its build despite record high prices, 
increasing 1.2m b to 665.7m b and widen-
ing the y-o-y surplus to 52m b (see Table F).

Western Europe
     At the end of July, total oil stocks in the 

EU-16 (Europe plus Norway) saw a slight 
decline of 1.3m b to 1,073.3m b, with a 
6.4m b draw in crude oil stocks offsetting 
the 5.0m b build in total product inven-
tories. Despite this draw, total oil stocks 
remained at a comfortable y-o-y surplus of 

12.6m b or 1.2 per cent. The drop in crude 
oil stocks put them at a level of 457.3m 
b, 1.2m b above the same month a year 
ago. However, the y-o-y surplus is sharply 
down from last month. Using the revised 
figures, crude oil in June was around 13m 

Table F: US onland commercial petroleum stocks1 m b

    Change
 May 28, 04 Jul 2, 04 Jul 30, 04 Jul/Jun Jul 30, 03 Aug 6, 042

Crude oil (excl SPR) 301.7 305.0 298.6 –6.4 284.9 294.3
Gasoline 204.3 206.1 210.1 4.0 201.8 208.3
Distillate fuel 108.9 114.0 121.2 7.2 117.7 122.5
Residual fuel oil 36.5 37.0 32.9 –4.1 31.7 32.0
Jet fuel 37.1 38.2 39.4 1.2 38.2 40.6
Unfinished oils 89.2 88.9 88.3 –0.6 86.1 88.0
Other oils 165.9 177.2 187.9 10.7 202.7 139.2
Total  943.6 966.4 978.4 12.0 963.1 976.3
SPR 660.3 662.4 664.5 2.1 612.2 665.7

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

Table G: Western Europe onland commercial petroleum stocks1 m b

          Change
       May 04 Jun 04 Jul 04 Jul/Jun Jul 03

Crude oil  462.1 463.6 457.3 –6.4 456.1
Mogas  142.7 137.4 137.5 0.1 132.9
Naphtha  25.1 24.2 23.8 –0.4 24.0
Middle distillates  340.0 337.9 343.1 5.3 342.1
Fuel oils  110.6 111.5 111.7 0.1 105.7
Total products  618.4 611.0 616.0 5.0 604.6
Overall total  1,080.4 1,074.6 1,073.3 –1.3 1,060.6

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

Table H: Japan’s commercial oil stocks1 m b

          Change
       Apr 04 May 04 Jun 04 Jun/May Jun 03

Crude oil  100.0 110.8 112.0 1.2 127.4
Gasoline  14.5 12.6 12.4 –0.2 13.9
Middle distillates  26.4 26.2 26.8 0.6 33.2
Residual fuel oil  19.4 18.8 17.7 –1.1 21.7
Total products  60.3 57.6 57.0 –0.6 68.8
Overall total2  160.2 168.4 168.9 0.5 196.2

1. At end of month.  Source:  MITI, Japan.
2. Includes crude oil and main products only. 
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b above a year earlier. The drop occurred in 
July and came as refineries returned from 
maintenance, resulting in an increase in 
refinery runs of 280,000 b/d to 12.46m 
b/d, while refinery margins were strong in 
historical terms.
     The capacity utilization rate increased 
two per cent to 95.1 per cent, which has 
been encouraged to maximize production 
in this climate of robust margins. Com-
pared with July last year, the utilization 
rate was up 3.5 per cent. Gasoline stocks 
were almost unchanged from the previous 
month at 137.5m b and are 4.5m b or 3.4 
per cent above the July 2003 level. Healthy 
gasoline demand as well as a fire at Statoil’s 
Mongstad refinery in Norway prevented 
a build in gasoline stocks. Prices shot up 
in the middle of the month, and accord-
ingly the arbitrage has been shut for some 
time.
     Distillate stocks, which include heat-
ing oil, diesel and jet fuel, rose 5.3m b to 
343.1m b and are now 1.1m b or 0.3 per 
cent above the same time last year. This 
build came as refineries stepped up output 
yields assisted by higher prices for diesel 
and jet fuel. However, heavy turnarounds 
in September and especially in October 
could prevent any further rise in distillate 
stocks before peak winter demand. Fuel 
oil inventories were almost unchanged at 
111.7m b from the revised June figure. 
However, the y-o-y surplus remained at 
a comfortable level of 6.0m b or 5.6 per 
cent as high refinery runs increased fuel 
oil output (see Table G).

Japan
     At the end of June, Japanese commercial 
onland stocks experienced a slight increase 
of 500,000 b to 168.9m b, but remained at 
27.3m b or 13.9 per cent below last year’s 
figure at the same time. Crude oil stocks 
showed a build of 1.2m b to 112.0m b, 
on the back of reduced crude throughput, 
which decreased by 3.9 per cent, despite a 
strong drop of 10.6 per cent in crude oil 
imports or 20.9 per cent from a year earlier.
     The month-on-month decline was less 
marked than the drop versus the y-o-y level, 
because a year ago the volume of imports 
was exceptionally large due to increased 
utility demand. Japan’s biggest utility 
TEPCO has reduced its fuel purchases 
after having boosted them massively to 
make up for lost nuclear power genera-
tion capacity and to meet peak demand 
in 2003.
     Japan imported 3.6m b/d crude oil in 
June, with the UAE remaining the biggest 
crude supplier, followed by Saudi Arabia. 
Gasoline stocks were at 12.4m b, a drop 
of 200,000 b from May and 1.5m b or 
10.5 per cent from a year earlier, mainly 
due to a reduction in gasoline output as 
a result of scheduled maintenance. This 
was despite strong imports which increased 
by 20 per cent compared to the previous 
month. Japanese gasoline imports are run-
ning far above their previous levels, rising 
by almost 70 per cent, the highest ever for 
this period.
     Middle distillate inventories rose a 
slight 600,000 b to 26.8m b, but remained 

6.4m b or 19.4 per cent less than a year 
earlier. Kerosene stocks registered a build 
of 12.5 per cent; however, the y-o-y deficit 
remained at a considerable 25.3 per cent. 
Extended maintenance problems at sev-
eral Japanese refineries have undoubtedly 
contributed to the reduced stock build. 
Japan will likely be forced to import more 
kerosene in the coming months in prepa-
ration of the winter season, which should 
support Singapore margins. The average 
operation rate at refineries stayed low at 
72.3 per cent in June down slightly from 
72.4 per cent in May, because of scheduled 
maintenance (see Table H).

Balance of supply/demand
Table I for 2004 shows an upward revi-
sion to total non-OPEC supply of 140,000 
b/d to 54.01m b/d and to the world oil 
demand of 280,000 b/d to 81.18m b/d, 
resulting in an estimated annual difference 
of around 27.17m b/d. The quarterly dis-
tribution stands at 27.91m b/d, 25.63m 
b/d, 26.88m b/d and 28.25m b/d, respec-
tively. The balance for 1Q2004 was revised 
down a significant 470,000 b/d to stand at 
230,000 b/d, while 2Q was revised down 
a slight 70,000 b/d to 2.79m b/d.
     Table I for 2005 shows world oil de-
mand expected at 82.84m b/d and total 
non-OPEC supply expected at 55.34m b/d. 
This has resulted in a difference of around 
27.50m b/d, with a quarterly distribution 
of 28.28m b/d, 25.99m b/d, 27.16m b/d 
and 28.58m b/d, respectively.
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Table I: 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 I above, prepared by the Secretariat’s Energy Studies Department, shows OPEC’s current forecast of world supply and demand for oil 
and natural gas liquids.
      The monthly evolution of spot prices for selected OPEC and non-OPEC crudes is presented in Tables One and Two on page 69, while 
Graphs One and Two (on pages 68 and 70) show the evolution on a weekly basis. Tables Three to Eight, and the corresponding graphs on 
pages 71–76, 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).

2000 2001 2002 2003 1Q04 2Q04 3Q04 4Q04 2004 1Q05 2Q05 3Q05 4Q05 2005
World demand

OECD 47.9 47.9 48.0 48.7 50.1 48.0 48.7 50.2 49.2 50.3 48.1 49.2 50.8 49.6

North America 24.1 24.0 24.1 24.6 25.0 24.6 25.1 25.4 25.0 25.2 24.9 25.3 25.7 25.3
Western Europe 15.1 15.3 15.2 15.3 15.7 15.2 15.5 15.8 15.5 15.8 15.3 15.7 16.0 15.7
Pacific 8.7 8.7 8.6 8.8 9.4 8.2 8.1 9.1 8.7 9.3 8.0 8.2 9.1 8.6
Developing countries 19.2 19.5 19.9 20.2 20.5 20.5 21.1 21.6 20.9 21.1 21.3 21.8 22.1 21.6
FSU 3.8 3.9 3.8 3.8 3.7 3.6 3.9 4.4 3.9 4.0 3.7 3.9 4.4 4.0

Other Europe 0.7 0.7 0.7 0.8 0.9 0.8 0.7 0.8 0.8 0.9 0.9 0.8 0.9 0.9

China 4.7 4.7 5.0 5.6 6.3 6.4 6.3 6.2 6.3 6.8 6.9 6.8 6.6 6.8

(a) Total world demand 76.3 76.8 77.4 79.0 81.5 79.3 80.8 83.2 81.2 83.2 80.9 82.4 84.9 82.8

Non-OPEC supply

OECD 21.9 21.8 21.9 21.6 21.8 21.5 21.2 21.6 21.5 21.8 21.6 21.2 21.6 21.5

North America 14.2 14.3 14.5 14.6 14.8 14.7 14.7 14.9 14.8 15.0 14.9 14.8 15.1 14.9

Western Europe 6.8 6.7 6.6 6.4 6.4 6.2 5.9 6.1 6.2 6.3 6.1 5.9 6.0 6.1

Pacific 0.8 0.8 0.8 0.7 0.6 0.6 0.6 0.5 0.6 0.6 0.5 0.6 0.5 0.5

Developing countries 10.7 10.9 11.2 11.3 11.7 11.8 12.0 12.2 11.9 12.3 12.3 12.5 12.8 12.5

FSU 7.9 8.5 9.3 10.3 10.8 11.1 11.3 11.6 11.2 11.3 11.6 11.9 12.2 11.8

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 0.2

China 3.2 3.3 3.4 3.4 3.4 3.4 3.5 3.4 3.4 3.4 3.4 3.5 3.4 3.5

Processing gains 1.7 1.7 1.7 1.8 1.9 1.8 1.8 1.9 1.8 1.9 1.8 1.8 1.9 1.8

Total non-OPEC supply 45.5 46.4 47.7 48.6 49.7 49.7 50.0 50.9 50.1 50.9 50.9 51.1 52.1 51.3
OPEC NGLS and non-conventionals 3.3 3.6 3.6 3.7 3.9 3.9 4.0 4.0 3.9 4.0 4.0 4.1 4.2 4.1

(b) Total non-OPEC supply 
and OPEC NGLs

48.9 49.9 51.4 52.3 53.5 53.6 53.9 54.9 54.0 54.9 54.9 55.2 56.3 55.3

OPEC crude supply and balance

OPEC crude oil production1 28.0 27.2 25.3 27.0 28.1 28.4     

Total supply 76.9 77.2 76.7 79.3 81.7 82.0     

Balance2 0.5 0.4 –0.7 0.3 0.2 2.8     

Stocks

Closing stock level (outside FCPEs) m b

OECD onland commercial 2530 2628 2475 2515 2461 2534

OECD SPR 1269 1284 1343 1406 1417 1425

OECD total 3799 3912 3818 3921 3878 3960

Other onland 1016 1046 1021 1048 1037 1059

Oil-on-water 877 831 816 885 906 na

Total stock 5691 5789 5656 5854 5821 na     
Days of forward consumption in OECD

Commercial onland stocks 53 55 51 51 51 52

SPR 26 27 28 29 30 29

Total 79 82 78 80 81 81     

Memo items
FSU net exports 4.1 4.6 5.5 6.5 7.1 7.5 7.4 7.2 7.3 7.3 7.9 8.1 7.8 7.8

[(a) — (b)] 27.4 26.8 26.0 26.6 27.9 25.6 26.9 28.3 27.2 28.3 26.0 27.2 28.6 27.5
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Graph 1:
Evolution of spot prices for selected OPEC crudes

April to July 2004
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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, 2003–04                                                                                                                ($/b)

Member                                           2003                                                                                         2004
Country/              Jul     Aug    Sep     Oct     Nov     Dec    Jan     Feb    Mar    April    May     Jun                            July
Crude (API°)      5Wav  4Wav  5Wav 4Wav  4Wav 5Wav  4Wav 4Wav  5Wav  4Wav  4Wav  5Wav    1W      2W      3W      4W    4Wav

Algeria
Saharan Blend (44.1)  27.91    29.59    27.29    29.87    28.94    29.77    31.29    30.57    33.46    33.71    37.96    35.14    36.18    37.51    39.00    39.96    38.16

Indonesia
Minas (33.9)              27.33    28.38    26.74    29.67    30.12    32.09    30.27    29.38    32.21    32.19    37.18    36.75    36.43    36.02    36.10    36.58    36.28

IR Iran
Light (33.9)               26.03    28.62    26.66    28.79    27.64    28.55    29.31    28.00    30.78    30.41    34.97    32.67    33.84    34.69    36.03    37.10    35.42

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

Kuwait
Export (31.4)             26.70    27.78    25.78    27.67    27.76    28.25    29.16    28.61    30.97    31.75    34.78    33.83    34.64    34.71    35.04    35.54    34.98

SP Libyan AJ
Brega (40.4)              28.21    29.53    27.29    30.05    28.98    30.02    31.58    30.90    33.90    33.82    37.96    35.46    36.02    37.22    38.93    40.14    38.08

Nigeria
Bonny Light (36.7)    28.39    29.79    27.47    29.59    28.93    29.64    30.94    30.47    33.34    33.74    37.87    35.60    36.52    37.30    38.67    39.81    38.08

Saudi Arabia
Light (34.2)               27.24    28.36    26.41    28.26    28.63    29.20    29.83    29.18    31.62    32.48    35.63    34.70    35.21    35.28    35.61    36.11    35.55
Heavy (28.0)             26.68    27.63    24.92    26.87    26.88    27.10    27.49    26.93    29.42    30.31    33.07    32.00    32.41    32.48    32.81    33.31    32.75

UAE
Dubai (32.5)              26.66    27.66    25.52    27.42    27.62    28.06    28.93    28.49    30.77    31.69    34.65    33.58    34.41    34.44    34.72    35.24    34.70

Venezuela
Tia Juana Light1 (32.4) 26.71    27.52    24.64    26.60    26.69    27.60    29.28    28.17    29.88    29.88    33.63    31.67    32.54    33.42    34.09    35.18    33.81

OPEC Basket2    27.43    28.63    26.32    28.54    28.45    29.44    30.33    29.56    32.05    32.35    36.27    34.61    35.33    35.85    36.56    37.40    36.29

Table 2: Selected non-OPEC spot crude oil prices, 2003–04                                                                                         ($/b)

                                                        2003                                                                                        2004
Country/               Jul     Aug    Sep     Oct     Nov     Dec    Jan     Feb    Mar    April    May     Jun                             July
Crude (API°)      5Wav  4Wav  5Wav 4Wav  4Wav 5Wav  4Wav 4Wav  5Wav  4Wav  4Wav  5Wav    1W      2W      3W      4W    4Wav

Gulf Area
Oman Blend (34.0)   26.80    27.96    26.09    27.97    27.93    28.43    29.34    28.67    31.10    31.71    34.78    33.92    34.71    34.82    35.20    35.68    35.10

Mediterranean
Suez Mix (Egypt, 33.0) 25.69    27.59    24.70    27.02    26.17    25.89    26.55    25.42    28.11    28.40    33.00    30.56    31.59    32.67    33.97    34.59    33.21

North Sea
Brent (UK, 38.0)        28.34    29.78    27.32    29.85    28.68    29.82    31.33    30.65    33.70    33.23    37.71    35.21    36.27    37.47    39.18    40.39    38.33
Ekofisk (Norway, 43.0)  28.43    29.83    27.40    29.94    28.86    29.62    31.10    30.52    33.70    33.31    37.79    35.37    36.30    37.37    39.41    40.59    38.42

Latin America
Isthmus (Mexico, 32.8)  27.79    29.08    26.18    28.38    28.24    29.71    31.78    30.64    33.08    32.76    36.95    34.85    36.01    36.98    37.72    38.93    37.41

North America
WTI (US, 40.0)          30.61    31.60    28.55    30.43    30.94    32.15    34.33    34.62    36.59    36.80    40.11    38.18    39.38    40.11    41.10    42.15    40.69

Others

Urals (Russia, 36.1)  26.92    28.67    25.88    28.17    27.30    27.90    28.63    27.41    30.79    29.88    34.87    32.08    33.57    34.91    36.31    37.02    35.45
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Graph 2:
Evolution of spot prices for selected non-OPEC crudes

April to July 2004
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Graph 3: North European market — spot barges, fob Rotterdam

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

Source: Platts. Prices are average of available days.

naphtha regular gasoline 
unleaded

premium gasoline 
unleaded 95

gasoil jet kero
fuel oil

1%S
fuel oil
3.5%S

2002 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
March 40.60 35.98 36.06 39.61 42.75 26.86 21.91
April 29.40 34.09 34.38 29.59 31.66 23.10 18.61
May 28.03 31.74 32.06 29.00 30.30 21.68 20.29
June 32.26 32.92 33.15 30.57 31.72 25.14 21.57
July 32.81 35.17 35.36 31.08 32.98 25.56 24.15
August 34.97 38.00 38.04 32.47 34.52 25.86 23.72
September 32.66 33.64 33.70 29.84 32.23 23.84 21.64
October 35.69 33.66 33.71 33.92 36.35 24.23 22.63
November 37.49 33.51 33.54 34.21 37.57 23.08 22.56
December 39.45 33.78 33.84 35.02 39.08 20.63 19.55

2004 January 43.00 37.66 37.73 36.58 40.35 22.05 20.75
February 40.40 38.46 38.56 34.16 38.53 20.73 20.32
March 42.65 41.57 41.68 37.77 40.55 23.33 21.49
April 43.49 45.52 45.58 38.74 43.69 23.03 22.77
May 48.99 53.08 53.11 42.83 47.81 25.70 25.10
June 45.70 45.79 45.85 41.68 45.26 24.21 23.39
July 48.87 52.01 52.03 46.18 49.88 24.28 24.44
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Graph 4: South European market — spot cargoes, fob Italy

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

Source: Platts. Prices are average of available days.

naphtha unleaded 95 0.15g/l
gasoil

fuel oil
1%S

fuel oil
3.5%S

2002 July 23.79 28.45 30.40 26.92 20.43 19.27
August 24.92 29.21 30.82 28.23 21.45 20.04
September 27.95 31.79 32.26 30.56 25.07 22.53
October 26.18 31.13 31.41 29.86 24.28 20.58
November 23.45 26.78 27.11 27.91 21.26 16.99
December 27.71 30.57 30.86 32.02 24.07 18.32

2003 January 33.02 34.20 34.44 35.05 29.15 23.71
February 35.86 38.05 38.22 40.11 31.05 24.65
March 32.05 33.75 33.99 39.45 28.10 20.94
April 22.88 29.69 29.96 29.69 21.14 18.18
May 22.24 28.97 29.28 26.72 21.57 18.46
June 26.31 31.51 31.78 29.88 25.01 20.94
July 26.84 34.10 34.33 29.50 27.39 23.29
August 28.57 37.21 37.40 31.49 27.66 22.64
September 26.78 32.33 32.59 29.46 22.91 20.49
October 29.45 33.18 33.43 34.99 24.81 21.48
November 30.43 32.79 33.05 33.79 23.93 20.33
December 31.90 33.08 33.33 33.87 21.60 16.68

2004 January 34.41 37.04 37.24 35.80 23.16 19.39
February 32.03 37.91 38.10 32.98 21.40 19.56
March 34.24 40.92 41.07 36.94 23.63 20.02
April 35.78 44.55 44.65 38.31 24.32 21.01
May 40.52 52.16 52.15 43.41 27.66 23.69
June 37.48 44.64 44.74 41.92 26.54 21.07
July 40.37 49.37 49.40 45.88 26.47 23.03
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Graph 5: US East Coast market — spot cargoes, New York

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

Source: Platts. Prices are average of available days.

regular gasoline
unleaded 87 gasoil jet kero

fuel oil 
0.3%S

fuel oil
1%S

fuel oil
2.2%S

2002 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
March 39.86 40.82 40.92 38.71 31.71 27.13
April 33.37 32.66 32.88 27.29 23.98 20.51
May 31.65 30.79 31.66 29.58 24.51 21.79
June 33.58 31.69 32.21 28.40 25.18 22.46
July 36.45 32.76 33.71 30.45 27.53 26.26
August 41.92 33.96 35.36 30.97 27.74 26.43
September 37.51 30.52 31.67 28.53 24.88 23.15
October 36.24 34.10 35.21 29.94 25.93 24.22
November 36.52 34.75 35.94 30.01 26.14 24.65
December 36.97 37.06 38.28 31.28 25.76 22.91

2004 January 41.77 40.88 42.83 34.39 28.05 23.99
February 43.76 38.05 42.04 34.25 26.26 23.02
March 45.56 37.87 40.47 28.90 24.67 23.11
April 46.94 38.33 42.10 29.85 25.65 24.62
May 56.32 42.45 48.54 34.22 30.33 27.86
June 48.06 41.40 43.80 32.71 29.64 25.62
July 51.30 45.54 49.26 30.90 27.93 25.07
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Table 6: Caribbean market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 6: Caribbean market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil

2%S
fuel oil
2.8%S

2002 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
March 36.78 37.87 37.94 26.05 24.18
April 29.03 30.65 31.62 19.01 18.45
May 28.84 29.84 30.36 20.27 19.62
June 28.91 31.30 31.79 20.95 20.19
July 30.95 32.35 32.97 24.71 24.64
August 34.67 33.69 34.72 24.89 24.81
September 30.23 30.28 31.21 21.60 21.51
October 33.95 33.72 34.74 22.36 22.10
November 33.90 34.24 35.16 22.65 22.33
December 35.64 35.89 37.44 20.34 19.99

2004 January 39.72 40.21 42.44 19.99 19.56
February 36.80 37.30 40.07 19.02 18.73
March 40.69 37.93 40.74 19.11 18.82
April 41.08 38.18 41.70 20.62 20.50
May 46.82 42.18 46.71 23.86 23.73
June 43.00 41.30 44.16 21.62 21.37
July 44.95 45.39 49.00 21.06 20.82
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Table 7: Singapore market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 7: Singapore market — spot cargoes, fob

naphtha
 unleaded 95 unleaded 92

gasoil jet kero
fuel oil 
180 Cst

fuel oil
380 Cst

2002 July 24.64 28.19 26.95 28.19 27.56 22.47 22.88
August 25.52 28.17 26.65 28.79 29.28 23.39 24.10
September 27.52 30.49 29.21 31.43 32.92 24.70 25.34
October 26.87 29.62 28.37 33.10 32.43 23.13 23.46
November 25.06 27.80 29.38 29.37 29.38 21.77 21.83
December 29.57 30.25 29.35 31.88 32.10 23.95 24.24

2003 January 32.21 34.34 33.52 34.23 34.37 26.51 26.97
February 37.34 40.14 39.28 39.35 39.27 29.05 29.33
March 33.78 37.51 36.67 37.87 35.33 26.19 26.65
April 23.58 28.74 27.79 30.03 28.35 22.55 23.12
May 23.77 28.73 27.74 29.12 28.25 23.18 23.15
June 26.66 31.59 30.84 29.33 28.48 24.20 24.51
July 27.77 34.59 33.41 29.57 29.78 25.54 26.18
August 29.67 37.30 35.95 33.27 33.58 24.27 24.92
September 27.86 33.11 32.14 32.42 31.40 23.13 23.80
October 30.46 35.55 34.39 33.58 33.84 23.88 24.38
November 32.54 35.78 34.25 35.08 35.89 23.53 23.99
December 34.67 39.52 38.43 36.67 37.50 23.38 23.79

2004 January 39.49 44.25 43.25 41.42 39.60 24.73 24.98
February 34.21 40.05 39.33 38.74 37.44 24.61 24.88
March 36.03 44.10 43.15 38.42 37.72 24.31 24.57
April 36.48 44.09 42.79 42.82 40.92 25.30 25.54
May 39.69 49.71 48.41 44.62 45.71 27.58 27.83
June 37.19 45.19 44.04 42.84 43.17 26.63 26.87
July 38.60 46.52 45.12 46.25 48.08 26.92 26.98

gasoline premium

����������������

��������

��

��

��

��

��

����������������

����������������

��������

������

�������������������

�������������������

�������

������������������������������������������������������������������������
�������� ��������



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

76 OPEC Bulletin

Table 8: Middle East Gulf market — spot cargoes, fob ($/b)

Source: Platts. Prices are average of available days.

Graph 8: Middle East Gulf market — spot cargoes, fob

naphtha gasoil jet kero
fuel oil
180 Cst

2002 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
March 32.26 34.22 32.74 23.73
April 22.57 26.24 25.52 20.35
May 22.42 25.67 25.68 21.65
June 26.01 26.56 26.44 22.88
July 27.16 26.63 27.59 24.15
August 28.54 29.67 31.06 22.88
September 26.86 28.80 29.11 21.67
October 29.76 30.53 32.06 22.29
November 31.81 31.85 34.17 21.81
December 32.88 32.91 35.43 21.32

2004 January 36.84 37.13 37.49 22.42
February 33.25 34.84 34.67 22.20
March 35.04 34.84 35.02 21.96
April 36.54 36.89 38.98 23.53
May 39.94 40.74 43.77 25.89
June 37.06 38.79 40.88 24.61
July 38.47 42.75 45.58 24.86
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by Philippa Webb-Muegge

Susilo Bambang Yudhoyono wins
Indonesian Presidential election

Jakarta — Susilo Bambang Yudhoyono has been voted in as 
Indonesia’s next President after winning 61 per cent of the vote, 
compared to incumbent Megawati Soekarnoputri’s 39 per cent, 
Bloomberg reported the Deputy Secretary General of Indonesia’s 
General Election Commission, Sussongko Raharjo, as saying.
     Susilo, who will be sworn in on October 20, has pledged to 
accelerate growth in south-east Asia’s biggest economy, where an 
estimated 10 million people are jobless and another 30m work 
fewer than 35 hours a week. His record as the former Minister 
of Security also helped convince voters he could improve sta-
bility in a country where terrorist attacks have killed more than 
223 people in two years.
     But according to the BBC, Susilo cancelled a victory speech 
when Megawati did not admit defeat as expected. Megawati, 
apparently on the verge of tears, commented on the results in a 
speech to mark the country’s armed forces day.
     “Whoever is chosen in a democratic election has to be ac-

cepted, because that is a victory for all of us. We have to be able 
to show the world that our nation is a big nation and one of 
noble ethics,” she said.
     A spokesman for Susilo said at the time that he had wanted 
to wait until Megawati had spoken before he declared victory, 
in the interests of national reconciliation. An aide to Megawati 
said the outgoing President fully accepted the election result 
and would “speak at the right time.”
     Susilo, who resigned from Megawati’s government earlier this 
year made it clear he was preparing to take over. “I will arrange 
the make-up of the next government and a programme for the 
first 100 days,” Susilo said.
     “Our big theme will be reconciliation and working together 
within democracy for the country’s future,” he said.
     A political scientist at the University of Airlangga in Surabaya, 
Daniel Sparingga, said that Megawati, who came to power three 
years ago, seems to have been punished by voters for not delivering 

Indonesian President-elect Susilo Bambang Yudhoyono and his wife Kristiani Herrawati shake hands with a supporter at 
his home in Cikeas, Cibubur, on the outskirts of Jakarta, after he was declared the winner in September’s election run-off.
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the reform agenda she promised. “Indonesians are really disap-
pointed with the Government’s performance,” Sparingga said.
     “They (the Government) had their chance but they never 
used it. Corruption is getting worse, law enforcement is weaken-
ing and unemployment is becoming a really big problem,” he 
said.
     Sparingga added that, in all fairness, Megawati did bring a 
period of relative stability after the turbulence of former President 
Soeharto’s downfall and the regional financial crisis which hit 
Indonesia especially hard.
     However, Susilo’s election campaign offered few clues as to 
the kind of changes his administration might represent.
     Both he and Megawati ran on secular, nationalist platforms. 
Both promised to boost Indonesia’s underperforming economy, 
root out corruption and improve security, but neither gave much 
detail on how they would achieve all this.
     Meanwhile, a political observer, Fachri Ali, believes Indo-
nesians made their decision on the basis of personality as much 
as anything else.
     “You see, Susilo (or SBY, as he is known) has charisma, 

SBY can talk and SBY knows how to express his opinions while 
Megawati sometimes has problems answering questions,” he said.
     But Ali warned that the new President would now be under 
pressure to back up his words with action. “We don’t know yet 
whether he can fulfill his promises or not. But if his work is just 
the same as the Megawati government, people will desert him,” 
the political commentator said.
     Supporters have said that as a former soldier himself, Susilo 
would be better placed than Megawati was to control the mili-
tary, which remains a powerful force, despite having its formal 
political role removed.
     Susilo has a tricky balancing act to perform, the BBC com-
mented. He has to provide the strong leadership Indonesians 
are looking for, without appearing to step over the line into the 
authoritarianism they have fought so hard to leave behind.
     The next President will also have to work with parliament, 
and here Susilo could be frustrated. His Democratic Party has 
only eight per cent of the seats in a parliament dominated by 
Golkar, the party of former President Soeharto, and Megawati’s 
Indonesian Democratic Party of Struggle, or PDIP.

International audit endorses result of referendum on Chávez’s rule

Venezuelan President Hugo Chávez speaks with the media before the official ceremony to confirm his mandate in the Venezuelan referendum.
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Caracas — Venezuelan President, Hugo Chávez, won a ref-
erendum last month designed to back the legitimacy of his rule 
after a recall mechanism within the constitution was initiated 
by the country’s coalition of opposition parties.
     On the announcement of the results, Chávez urged his op-
ponents to accept his victory in the referendum on his rule, the 
BBC reported.
     “I invite my countrymen to talk, even to my most bitter 
enemies I offer my hand,” Chávez said, whose populist policies 
have split Venezuelan public opinion.
     The final results of the referendum showed that 59.25 per 
cent (5,800,629) of those voting backed Chávez, while 40.74 
per cent (3,989,008) voted against him.
     The opposition has contested the result of the referendum, 
alleging that there was widespread vote-rigging, even though 
the country’s electoral authorities said preliminary results of an 
audit on the vote show there was no fraud, and international 
election monitors endorsed the result.
     There was a large turnout for the August 15 vote, in which 
Venezuelans were asked whether Chávez should serve out the 
remaining two-and-a-half years of his term. Had he lost, fresh 
Presidential elections would have been called within 30 days.
     The referendum was called after the opposition collected 
signatures from 20 per cent of the population — a recall mecha-
nism inserted into the constitution by Chávez in 1999.
     The audit was carried out by the Venezuelan National 
Electoral Council and international observers from the Carter 
Center and the Organization of American States (OAS), all of 
which endorsed the result.
     The election observers checked the results produced by vot-
ing machines in 150 randomly-chosen polling stations against 
paper records.
     But the main opposition parties refused to send anyone to 

observe, saying the review would not properly investigate their 
allegations of massive fraud. They believe new electronic voting 
machines may have been rigged.
     Speaking at a press conference after the audit was carried 
out, the National Electoral Council Director, Jorge Rodriguez, 
said the results would hopefully allow Venezuelans to “turn the 
page” in this episode of their history.
     The Secretary General of the OAS, César Gaviria, com-
mented: “In our opinion, the type of check used in this audit of 
the electronic system doesn’t leave us much doubt regarding the 
result … we cannot say categorically there was no fraud — we 
are saying we didn’t find it.”
     Former US President Jimmy Carter, who is President of the 
Carter Center, said he himself had “no reason to doubt the integrity 
of the electoral process or the accuracy of the referendum itself.”
     Meanwhile, Chávez said his opponents were “embarrassing 
themselves in front of the whole world” by making such allega-
tions. “These are absurd charges of a fraud that has not appeared 
anywhere and will not appear anywhere,” he said during a late-
night television broadcast.
     But the opposition has fought a tireless campaign to see 
Chávez ousted. The President survived a short-lived coup in 
April 2002 and a two-month strike that badly damaged the 
economy in December of the same year.
     The BBC’s James Menendez in Caracas says the result of 
the audit leaves the opposition with few options. He says that if 
they refuse to accept the result, it could damage their credibility, 
both at home and abroad.
     But if they accept defeat, the lack of a common goal could 
cause the coalition of political parties, business leaders and trade 
unions to collapse.
     Differences are already emerging, the BBC correspondent 
noted. Some opposition leaders are proposing a campaign of 
street demonstrations, while others are already talking of the 
need for dialogue with the newly-empowered government.

Libyan sanctions lifted by US
President Bush

Washington — US President, George W Bush, has lifted 
his country’s trade embargo on Libya as a reward for Tripoli’s 
decision to give up weapons of mass destruction, the BBC 
reported recently.
     Bush formally revoked all remaining trade sanctions after 
most of them were suspended in April, when Libya announced 
it was abandoning its weapons programme.
     Among the lifted sanctions were those on general trade, 
including the 1985 decision which banned the importation of 
refined oil products from Libya.
     Also lifted were trade sanctions pertinent to movements. 
This new decision will allow the resumption of direct air flights 
for passengers and the releasing of $1.3 billion in frozen assets 
in the USA for Libyan companies.
     Libya is now expected to pay more than $1.0bn in com-

Organization of American States Secretary General, César Gaviria  
(l), and Jennifer McCoy answer questions during a press confer-
ence after releasing the results of an audit on the August 15 recall 
referendum in Caracas. 

Photo: Reuters/Howard Yanes
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pensation to the families of the victims of the bombing of Pan 
Am flight 103 over Lockerbie in 1988 after it acknowledged 
responsibility for the act. However, the USA is keeping several 
terrorism-related sanctions in place.
     Agence France Press reported US State Department spokesman, 
Adam Ereli, as saying at the press conference after the decision 
was announced: “This step is taken in response to actions that 
Libya has taken over the past nine months to address concerns 
by the international community about its weapons of mass 
destruction programmes.”
     Meanwhile, the BBC’s Washington correspondent, Rob 
Watson, said the White House move was largely symbolic as the 
USA had suspended the sanctions against Libya earlier this year.
     But the decision to make the lifting of sanctions permanent 
appears to reflect confidence in Washington that Libya is stick-
ing to its promise to dismantle any weapons of mass destruction 
programmes, the correspondent said.
     In this regard, Arabic News reported that the US Secretary of 
Energy, Spencer Abraham, had commented recently that Libya 
was a good example to be followed in the issue of dismantling 
nuclear weapons.
     This came following the meeting between the American of-
ficial in Vienna with the Head of Libya’s Nuclear Programme, 
Maatoug Mohammed Maatoug, who extended an invitation to 
him to visit Tripoli.
     This signalled the highest political meeting between the two 
countries since the normalization which followed Libya’s an-
nouncement on giving up developing mass destruction weapons 
by the end of 2003.

     The two countries resumed diplomatic contact at the be-
ginning of July when the US State Department permitted US 
citizens to visit Libya due to the interest shown by American 
companies for oil there.
     Meanwhile, the Chairman of the General Union of the 
Chambers of Commerce, Mohamed Kanoun, told the BBC’s 
Rana Jawad in Tripoli that the decision to lift sanctions would 
have a positive effect on the Libyan economy, and that it would 
help Libya recover from “a period of injustice”.

Arab world’s FDI inflows increase
—UNCTAD World Investment Report
New York — Defying the overall declining trend in most 
regions of the world, the six Gulf Co-operation Council (GCC) 
member countries showed a star performance in attracting global 
foreign direct investment (FDI) during 2003, the BBC reported 
recently.
     Dubai joined New York, Geneva, Delhi and Tokyo in the 
release of the eagerly awaited and much respected World Invest-
ment Report 2004: The Shift Towards Services from the United 
Nations Conference on Trade and Development (UNCTAD).
     The Chairman of the Board of Dubai Development and 
Investment Authority, Mohammed Al Gergawi, said: “We are 
extremely pleased to be counted among the major cities of the 
world where this report was released simultaneously. The UAE is 
growing rapidly and this is being recognised by major institutions 
such as UNCTAD, which are increasingly using the UAE as a 
springboard to launch their major initiatives in the region.”
     The report’s findings, Al Gergawi added, said that “six 
GCC countries attracted FDI flows of $1.81 billion dur-
ing 2003, which is higher by a massive 64 per cent from 
the $1.097bn net FDI  inflows into the Gulf last year.”
     Although the Arab world had done well, Al Gergawi noted: 
“In relative terms the flow of $1.81bn to the Gulf in 2003 is 
simply not enough when compared to $560bn that was gen-
erated globally. Even the $7.35bn that the entire Arab world 
received in 2003 is but a drop in the ocean (in terms) of (the) 
funds that travelled the world in 2003 looking for investment 
opportunities.”
     Global FDI flows had stood at $651.18bn in 2002, while the 
Arab world had attracted $4.6bn of that amount.
     For 2003, Al Gergawi said that 14 of the 22 Arab countries 
had found themselves in the top 100 ranking on the UNCTAD 
FDI Potential Index, which places countries on the basis of their 
attractiveness to FDI. The UAE ranked seventeenth on that list, 
he said.
     “In the Arab world, the UAE — and particularly the booming 
emirate of Dubai — presents several potential channels for FDI 
utilisation. From our stocks and capital markets, to property and 
construction to traditional business and new economy oppor-
tunities, Dubai presents several areas where foreign investments 
can reap rates of returns that are unheard of in other parts of 
the world,” Al Gergawi pointed out.

US Secretary of Energy, Spencer Abraham (l), and the Head of 
Libya’s Nuclear Programme, Maatoug Mohammed Maatoug, meet 
for bilateral talks on the sidelines of the IAEA General Conference 
in Vienna. 
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     He said Arab countries on the top 50 UNCTAD FDI Potential 
Index were led by Qatar, the UAE, Kuwait, Bahrain and Saudi 
Arabia, and also included Jordan and Libya.
     Al Gergawi said that the largest amount of FDI received in 
the Arab world in 2003 was Morocco, which attracted $2.27bn, 
despite the fact that it is ranked 93rd on the UNCTAD FDI Po-
tential Index. Ranked 87th, Yemen was the only Arab country 
to see a negative FDI inflow of -$89m.
     “The Gulf countries have bucked the worldwide trend which 
saw FDI inflows falling during 2003,”Al Gergawi said. He pointed 
out, however, that global outflows did increase.
     The Deputy Secretary General of UNCTAD, Carlos Fortin, 
who released the World Investment Report 2004 said that the 
increase in outflows, together with the improved economic 
climate, suggested that a recovery was under way in 2004.
     In 2003, FDI inflows declined by 18 per cent to $560bn. 
This followed a massive fall of 41 per cent in 2001 (from $1.4 
trillion in 2000 to $818bn) and another 17 per cent fall in 2002 
(to $679bn). The value of cross-border mergers and acquisitions 
— the key driver of global FDI since the late 1980s — was also 
down 20 per cent last year. The drop in FDI inflows was confined 
to the developed countries and Central and Eastern Europe. 
Inflows to developing countries rose by nine per cent.
     Excluding Luxembourg, China was the world’s largest host 
country in 2003 followed by the USA, Spain, the Netherlands, 
the UK, Germany, Singapore, Brazil, Australia and Canada.

Poor external image denies Nigeria
foreign investments — UNCTAD

Lagos — Nigeria’s poor external image is denying it much-
needed foreign direct investment (FDI) to accelerate its economic 
growth, the United Nations Conference on Trade and Develop-
ment (UNCTAD) reported recently.
     Presenting its World Investment Report 2004: The Shift To-
wards Services at a public forum in the Nigerian city of Lagos, 
UNCTAD highlighted the difficulties faced by prospective 
investors in the country.
     Participants at the forum, mostly businessmen, said Africa’s 
most populous nation is suffering from its poor external image, 
which is a disincentive to investors. The Managing Director of 
financial consultancy firm Samuelson Management, A F Epelle, 
noted that “Nigeria is considered as an under-performer in terms 
of inward FDI.”
     “Unfortunately certain barriers continue to hinder invest-
ments in our country: political risks, unpredictability of the 
economic climate, as well as frequent changes in economic 
policies or positions of government officials,” he said.
     Meanwhile, the publisher and Director of specialised business 
and economic daily newspaper Business Day, Frank Aigbogun, 
commented on doing business in Nigeria: “An investor called 
me from Abuja the other day and informed me that he would 
come to Lagos to prospect. But after some days, he explained 
to me that they would not come to Lagos any more.

     “Why didn’t they come? Because beyond the roadblocks 
to investments, like corruption in Nigeria, there are too many 
other things that our eyes do not see,” he said.
     Other contributors said although there were some laws that 
protected investments, they were not applied. For example, the 
government banned the importation of certain products such 
as frozen chicken, shoes, water and juices, but “we continue to 
find these outlawed imported products on the Nigerian market,” 
businessman Ernest Shonekan said.
     In its report, UNCTAD showed that Nigeria ranked fifth 
within Africa to benefit from FDI inflows of $1.2 billion dollars 
in 2003 and $1.3bn in 2002.
     UN Information Service Director in Nigeria, Finjap Njinga, 
said: “In Africa, privatisation will continue to play a key role in the 
influx of FDI on the continent, but that will be insufficient.”
     He, nevertheless, expressed the hope that the continent would 
continue to benefit from foreign investment in the oil sector.
     “FDI assistance linked with oil represents a very large part of 
the total in Africa  ... an increase in oil exploration and produc-
tion in Chad, in Mauritania, in the Gulf of Guinea and now in 
Libya, are good indicators in this direction,” he concluded.

Saudi economy performed strongly
last year — Finance Minister

Jeddah — The Saudi economy continued its strong perform-
ance last year, showing a decline in interest rates and an increase 
in the balance of payments and general budget, the Kingdom’s 
Minister of Finance, Dr Ibrahim Al-Assaf, told an IMF meeting 
in Washington, according to Arab News.
     Al-Assaf, who led the Kingdom’s delegation attending the 
meeting, said Saudi Arabia’s healthy economic situation had 
enabled its private sector to play a pioneering role in diversifying 
the country’s economic resources.
     The Minister also spoke about the Kingdom’s role at regional 
and international levels, and its ongoing efforts to join the World 
Trade Organization (WTO). Saudi Arabia is now holding final 
rounds of talks with the United States, its largest trading partner, 
to reach a WTO agreement before the end of this year.
     WTO spokesman, Joseph Bosch, said negotiations for the 
Kingdom’s accession to the organization were progressing well. 
“There is a big possibility that Saudi Arabia may get WTO 
membership this year,” Al-Eqtisadiah business daily quoted 
Bosch as saying.
     US and Saudi negotiators met in Geneva last month to 
discuss the latest efforts by the Kingdom to bring its copyright 
and patent protection laws up to WTO standards. The two sides 
also discussed steps Riyadh was taking to bring its food product 
shelf-life restrictions in line with international norms.
     The Minister of Finance emphasized the importance of 
co-operation between oil producing and consuming countries 
to preserve oil price stability, under the auspices of the Riyadh-
based International Energy Forum. “In order to bring about 
stability in (the) world economy, notably in the economies of 
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the developing countries, Saudi Arabia has decided to raise its 
oil production capacity,” the Saudi Press Agency quoted him as 
saying.
     Referring to the recent oil price rise, the Minister said the 
continuing tension in the Middle East had contributed to soar-
ing oil prices. “Speculative trading in (the) oil market and (a) 
rise in world demand are other reasons,” he pointed out.
     Al-Assaf underscored the economic reforms introduced by 
the government in recent years, adding that they had played a 
vital role in strengthening the economy.
     “This strong economic performance not only reflects the 
developments in (the) oil market, but also the progress made 
in creating an atmosphere conducive to the private sector,” he 
said.

Despite security woes, Iraq offers 
huge potential to investors

Dubai — Businessmen and economists gathered in Dubai 
recently, to discuss reconstruction prospects in Iraq, said that 
the lack of security was a major impediment to investment, but 
that the country still offered enormous potential, Agence France 
Presse reported.
     However, participants in the Iraqi reconstruction conference 
differed on whether a new law that plans to open the country 
to foreign investors was the right answer to decades of a state-
controlled economy which left the private sector “completely 
disenfranchised,” as one banker put it.
     Calling for the repeal of CPA Law 39, enacted by the now 
defunct US-led Coalition Provisional Authority, the Managing 
Director of MerchantBridge investment bank in London, Basil 
Al-Rahim, said the law states that Iraq “should be opened im-
mediately to foreign investment,” except for property, and oil 
and other natural resources.
     “The problem is that you’re approaching an economy that 
has been state-managed for 35 years (under the Baath regime 
of ousted President Saddam Hussein) ... and if you open the 
floodgates to foreign investors, you’ll never give the private sector 
a chance to get on its feet and compete, and you will not allow 
domestic wealth creation,” he said.
     Rahim, whose argument was contested by other panelists, 
made a powerful case for the “empowerment of the private sector” 
in Iraq, calling for the creation of a “private sector commission” 
to oversee its revival and for drastically reducing the state’s role 
in economic activities. The government’s role should become 
that of “regulator, enabler and facilitator,” he said.
     He added that Iraq had six exploitable resources which “never 
converged in one country”. Apart from “potential oil reserves 
estimated at 300 billion barrels,” far exceeding its proven reserves, 
he said Iraq had water from two major rivers, considerable arable 
land, an educated and professional population and archeological 
and religious sites that give it a high tourism potential.
     Meanwhile, the President of Home Essentials, an American 
furniture rental company which has been operating in Iraq for 

a year, Christopher Exline, said the “barbarism and insanity” 
practiced against both Iraqis and foreigners over the past weeks 
should not blur the broader picture. “There is a phenomenal op-
portunity for those who look beyond the headlines,” he said.
     But the Chairman of the Iraqi Business Council, Talib Khan, 
warned that the mounting abductions of foreigners, many of 
whom have been killed by militant groups, were triggering an 
“exodus of business” from Iraq.
     Even employees of Egyptian telecom giant Orascom were 
now leaving following the recent abduction of eight employees, 
including six Egyptians, Khan said on the sidelines of the confer-
ence.
     He said “50 per cent” of hostage-takers were “gangs” looking 
for ransoms rather than ideologically motivated groups. “These 
riff-raff should be contained by employment (and) even if Arabs 
and foreigners leave, we have to proceed with reconstruction,” 
Khan said.
     Iraqi legal expert, Adil Sinjakli, said that the “insecurity and 
lack of elected government” in the country was one of the main 
obstacles to investment, along with a foreign debt estimated at 
between $110bn and $120bn.
     Executive Vice-President of Iraqex, a US firm involved in a 
range of activities from manufacturing construction materials to 
“providing logistics” for US forces, Paige Craig, disagreed with 
the general view that the security situation was deteriorating.
     “People think it’s getting worse because they only pay at-
tention to foreigners (who are being taken hostage and often 
executed). But it’s definitely more secure now than it was a year 
ago,” he said.
     Craig said that in addition to using security guards, his 
firm’s staff engaged in a series of diversionary tactics to ward 
off potential attackers.
     “We keep a low profile, both in dressing and in acting. We 
change vehicles, switch locations,” and run front offices staffed 
only by Iraqis, he said.

Iran’s Khatami to visit Algeria, 
Sudan and Oman

Tehran — Iranian President, Mohammad Khatami, is due to 
start a three-nation tour early in October that will take him to Al-
geria, Sudan, and Oman, the Tehran Times reported recently.
     Top of his agenda during the visits to the three states will be 
a review of the latest regional and international developments, 
and bilateral discussions with senior officials from the three 
countries.
     President Khatami’s visit to Algeria is in response to a visit 
by the Algerian President, Abdelaziz Bouteflika, to Tehran last 
October.
     Five major agreements on bilateral co-operation in the areas 
of judicial affairs, finance, industry, and air transport were signed 
by Iran and Algeria during Bouteflika’s visit to Iran last year.
     The Iran-Algeria Joint Economic Commission held its sec-
ond session in Tehran in June 2004.The Algerian Minister of 
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Higher Education and Scientific Research, Rachid Harraoubia, 
and the Iranian Minister of Science, Research and Technol-
ogy, Jafar Towfiqi, signed four memoranda of understanding 
(MOUs).
     Senior Iranian and Sudanese officials said that President 
Khatami’s visit to Sudan could open a new chapter in Tehran-
Khartoum relations.
     The participation of Iranian companies in several exhibi-
tions held in Sudan has encouraged the government to finalise 
agreements already reached by the two sides, particularly on 
eliminating double taxation.
     Iran-Sudan relations have been steadily growing in recent 
years, and the eighth session of the Iran-Sudan Joint Economic 
Commission was held in Khartoum in early September, during 
which several MOUs were signed.

Tripoli, Dubai discuss enhancing
bilateral economic co-operation

Tripoli — Libyan Leader, Colonel Moammer El Qaddafi, and 
the Crown Prince of Dubai, Sheikh Muhammad Bin Rashed 
al-Maktoum, recently discussed means of strengthening bilateral 
economic relations, Arab News has reported.
     Libya seeks to benefit from the economic success of Dubai 
as Tripoli comes back into the international fold after the lifting 
of US sanctions against the country, following a vow by Qaddafi 
in December to abandon the production of weapons of mass 
destruction.
     Dubai, a major centre of trade and economic activity in the 
United Arab Emirates, has witnessed a rapid transformation in 
recent years to become a major tourist destination and a centre 
for naval and aero companies.
     Libyan officials said that the talks concentrated on co-opera-
tion in trade and economics, in addition to Tripoli’s keenness 
to benefit from Dubai’s experience in shipping.
     In his first visit to Libya, Dubai’s Crown Prince was accom-
panied by a high ranking delegation which included directors 
from the Department of Economics, the Free Trade Zone and 
the Federation of the Chambers of Commerce.

International Power wins $1.0bn
power contract in Qatar

New York — International Power, Europe’s largest independent 
electricity company, has won a contract worth about $1.0 billion 
to build a power plant in Qatar, beating the only other bidder, 
the Arlington, Virginia-based AES Corporation, Bloomberg 
reported recently.
     The London-based company won the contract, according 
to a spokesman from the company, Aarti Singhal. International 
Power will work with Qatar Electricity and Water on the plant, 

the country’s second power project in which foreign companies 
have a stake.
     Foreign power providers are vying to develop power stations 
in the Gulf countries where demand is growing at an annual six 
per cent. Gulf governments are offering companies the security 
of 25-year power purchase agreements versus competition in 
open energy markets like the USA.
     Before winning the contract, International Power had shares 
in four power plants in the Gulf. It is also bidding to develop a 
$1.6bn power plant in the United Arab Emirates, and plans to 
bid for two more in Saudi Arabia.
     Middle Eastern countries need to invest about $100bn 
between them within the next decade to almost double their 
power-generating capacity as population growth and industrial 
expansion spur demand, German consultant Lahmeyer AG said.
     International Power, which produces electricity in Europe 
and the USA, is seeking to expand in the UK, Australia and the 
Middle East after profit margins shrank in the USA, where it 
has a third of its assets.
     The company’s Middle East operations account for 10 per cent 
of its profit, compared with nothing three yeas ago, the company’s 
Middle East Director, Ranald Spiers, said last month. That share 
will grow as plants under construction are completed, he said.

Kuwaiti first-half exports 
worth $11.35bn

Kuwait — The value of Kuwait’s total exports during the 
second quarter of this year hit their highest level in any quarter 
in the last 10 years, the Kuwaiti News Agency (KUNA) reported 
last month.
     Total exports in the quarter stood at $5.817 billion, up by 
five per cent over the first three months of the year. 
     Oil accounted for the greatest percentage of the exports, 
with 91.4 per cent of the total during this period. 
     As for the first half of 2004, the total value of both oil and 
non-oil Kuwaiti exports was $11.352bn, exceeding exports for the 
whole of 1998, equalling those seen in 1999, and constituting al-
most 75 per cent of the export figures recorded in 2001 and 2002.
     According to official Ministry of Planning figures, average 
Kuwaiti oil exports during the first half of this year exceeded a 
value of $1.65bn per month, noting that March saw the highest 
total export value with $1.983bn recorded.
     The report said that Kuwait was set to record its highest an-
nual revenues in many years, boosted by increased oil production 
and prices.
     The National Bank of Kuwait (NBK) has predicted that the 
price of Kuwaiti export crude oil will reach $35.5/b in the third 
and fourth quarters of the year and bring the average for 2004 
to $33.1/b. 
     Analysis carried out by the bank noted that prices may be 
subjected to more pressure if demand continued to increase, 
with the winter season approaching and after a heavy draw on 
summer stocks for gasoline.
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OPEC Fund
and Saudi Arabia



The OPEC Fund for International Development and Saudi Arabia 
recently extended $200,000 and $10.7 million, respectively, in 
emergency assistance and humanitarian aid to deliver urgently-
needed supplies and support relief efforts to displaced Sudanese 
refugees in the war-stricken region of Darfur in western Sudan.
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extend aid to Darfur
Pictured are displaced Sudanese women walking within Abu 
Shouk refugee camp in the northern Darfur region of Sudan.

 Photo: Reuters/Antony Njuguna
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According to the UN News Service, more than 1.2m Sudanese 
have been forced from their homes and are internally displaced 
within Darfur by the Janjaweed militias. Another 200,000 live 
as refugees in neighbouring Chad.
     When announcing the emergency assistance grant, the 
OPEC Fund said the challenges posed by this critical situation 
were daunting. Drinking water was scarce; the means for deliv-
ering supplies to the refugees was inadequate; and concern was 
growing over rising malnutrition rates and the incidence of wa-
ter-borne illnesses and infectious diseases. 
     This was reflected in the latest situation report on Darfur by 
the UN Office for the Coordination of Humanitarian Affairs, 
which described the situation as being in an emergency phase, 

     Separately, the Head of the Saudi Red Crescent Society, 
Dr Abdulrahman Al-Swilem, said the Saudi Arabian pledge of 
$10.7m in humanitarian aid has been earmarked for food and 
medicine. Part of this aid, he said, has involved Saudi Arabian 
medical teams flying to Darfur to provide urgent health serv-
ices.
     The Saudi Arabian Ambassador to the United States, Prince 
Bandar bin Sultan, on the announcement of this pledge, said 
he hoped the funds would help the Sudanese feed their families 
and provide the urgent medical care many of them needed.
     “The Saudi people heed the call of international relief or-
ganizations when we can be of assistance financially and most 
importantly, medically,” he said.

A group of boys welcome the arrival of a convoy of Chad Red Cross trucks carrying food and supplies to the Touloum camp in the border 
area between Chad and Sudan. The OPEC Fund channels its relief aid through the International Red Cross.

with the main cause of death reported to be from diarrhoea, 
indicating a need for additional interventions in the water and 
sanitation sectors.
     The OPEC Fund said the grant would be used to assist 
emergency operations in both Chad and Sudan, working in 
conjunction with various non-governmental organizations, such 
as the International Federation of Red Cross and Red Crescent 
Societies and the World Food Program (WFP) to ensure timely 
delivery of supplies and aid.

     Earlier this year, two UN human rights fact-finding reports 
accused the Janjaweed of committing numerous atrocities, in-
cluding the murder and rape of villagers, the destruction of 
homes and cropland, and the poisoning of wells and other wa-
ter sources, the UN News Service reported.
     The UN Secretary-General, Kofi Annan, dispatched in Sep-
tember the United Nations High Commissioner for Human 
Rights, Louise Arbour, and his Special Adviser on the Preven-
tion of Genocide, Juan Méndez, to the region to recommend 
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what could be done to protect civilians 
under brutal attacks by local militias.
     Annan told reporters on their dis-
patch: “Their job is not to describe or 
characterize what is happening, but to 
see what more can be done to stop it, 
and to prevent further abuses,” he said, 
referring to the debate about whether 
the situation should be termed as geno-
cide.
     This was in response to the United 
States having circulated a draft resolu-
tion on Darfur among Council mem-
bers after its Secretary of State, Colin 
Powell, said early in September that the 
killings in the region over the past year 
constituted genocide. 
     The Security Council has subse-
quently adopted the draft resolution 
on Darfur. It endorsed an expansion 
of the African Union mission in the 
region, called for a genocide investi-
gation, and urged the international 
community to fund the humanitar-
ian aid programmes to the more than 
1.2m people in need. It also threatened 
sanctions if Khartoum did not com-
ply with the requirements of the reso-
lution, as well as an earlier one passed 
on July 30.
     The US Agency for International 
Development has warned that an es-
timated 320,000 people could die in 
the coming months from hunger and 
illness as a result of the violence. Mean-
while, the WFP reported that donors 
have so far provided less than half of 
the $194m necessary for relief opera-
tions in 2004.
     WFP spokesman, Greg Barrow, 
recently warned that the crisis in re-
gion would drag on because so many 
Darfur residents were still in refugee 
camps, unable to harvest this year or 
plant crops for 2005.
     “This is a very, very precarious situ-
ation. The levels of humanitarian aid 
will need to be sustained at or above 
the same level as this year,” he said.

P
ho

to
: R

eu
te

rs
/A

nt
on

y 
N

ju
gu

na

Displaced Sudanese women 
fetch water at Abu Shouk 

camp in the northern 
Darfur region of Sudan.
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Albania
Amount: $5.7m.
Project: Water resources management.
Interest rate: 2.25 per cent per annum. 
Executing agency: Ministry of Agricul-
ture and Food.
Total cost: $40m.
Co-financiers: IDA, Kuwait Fund for 
Arab Economic Development, govern-
ment of Albania.
The OPEC Fund will help finance a project 
for improving irrigation and drainage facili-
ties in the southern districts of Korce, Gji-
rokaster, Delvina and Saranda, with a view 
to boosting agricultural production in poor 
farming communities. The initiative is a first 
step towards developing a comprehensive 
water resource management system.

      Albania remains one of the poorest 
economies in transition outside the Com-
monwealth of Independent States, with 
around 25 per cent of the population liv-
ing on less than $2 per day. Although largely 
agrarian, the Albanian economy is witness-
ing the growth of new industries as well as 
a rapid expansion of its urban areas, lead-

ing to increasing pressure on the country’s 
water resources. Irrigation for summer and 
perennial crops is vital because of a water 
deficit that builds up during the main cul-
tivation period from April to September. 
Drainage and flood protection have also be-
come an urgent priority since major floods 
in 1999 and 2002 damaged the economy. 
The Fund-sponsored project will address 
these issues by rehabilitating and improving 
the existing facilities for irrigation, drainage 
and flood control.
      Through this initiative, the OPEC 
Fund will directly assist in the renovation of 
five irrigation and drainage schemes cover-
ing a total of 6,150 hectares shared by 6,000 
farming families. The wider project will 
repair drainage systems and flood control 

mechanisms on a further 30,000 ha and fi-
nance the cost-effective rehabilitation of im-
portant reservoirs. On completion, it is an-
ticipated to enable around 50,000 families 
to increase their annual income by produc-
ing a wider, higher quality range of crops, 
thereby helping them to move from sub-
sistence farming to commercial agriculture.

September 2004

Grants approved

Fund extends grant for 
microcredit summit meeting

The OPEC Fund for International Devel-
opment has approved a grant of $100,000 
in support of the Middle East/Africa Region 
Microcredit Summit Meeting of Councils, 
which will be held in Amman, Jordan 
from October 10–13, 2004. Sponsored 
by the Arab Gulf Programme for United 
Nations Development Organizations, the 
Summit aims to contribute to the goal of 
helping some 100 million impoverished 
families gain access to microcredit serv-
ices by 2005.
      The Amman Summit, the first of its 
kind in the region, will be open to those 
who are active in the area of microcredit, 
such as government officials; international 
and regional organizations and financial in-
stitutions; civil society organizations; cor-
porations and banks.

Loans signed

Ten loan agreements worth 
$56.7m signed by the Fund

Eight agreements for public sector loans 
totalling $56.7 million were signed be-
tween the OPEC Fund and eight develop-
ing countries in Africa, Asia and Europe. 
The financing was extended to Albania, 
Côte d’Ivoire, Gambia, Kenya, Moroc-
co, Mozambique, Papua New Guinea 
and Tajikistan in support of public sec-
tor projects in the agriculture, education, 
health and transportation sectors. In addi-
tion, through the Fund’s private sector win-
dow, an agreement for a line of credit worth 
$5m was concluded with Caja Los Andes 
of Bolivia and a loan agreement of €1.67m 
signed with the Compagnie Malienne de 
Matériaux de Construction of Mali.

News from the OPEC Fund
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An Albanian couple walks through the water in front of their home in Balldrenje village in the Lezhe 
district some 50 km north-west of the capital Tirana.



Kenya
Amount: $8m. 
Project: Rural health III.
Interest rate: One per cent per annum. 
Executing agency: Ministry of Health. 
Total cost: $47.59m. 
Co-financiers: African Development Fund 
Government of Kenya.
The Fund loan will support ongoing gov-
ernment efforts to improve the quality, af-
fordability and accessibility of basic health-
care across the country. The rural health 
project III will specifically address the 
needs of poor and vulnerable communities 
in three of Kenya’s five provinces: Central 
Province, Rift Valley Province and Eastern 
Province, and will complement other in-
ternational and regional initiatives aiming 
to reduce morbidity rates and poverty in 
the country.
      The challenges facing Kenya in the 
area of healthcare are great. Communi-
cable diseases are on the rise, as is mortal-
ity from vaccine-preventable diseases, and 
more than 40 per cent of children under the 
age of five die from malaria or pneumonia. 

HIV/AIDS is also taking a heavy toll, rob-
bing the economy of its most productive age 
group. Existing healthcare facilities are over-
burdened and poorly equipped to deal with 
the demands on their services. The number 
of qualified medical personnel is also inad-
equate; in the project area just one doctor 
exists for every 87,000 patients.

      The Fund loan will help address these 
problems by co-financing the rehabilitation 
of 52 health centres and 157 dispensaries, 
and the conversion of 17 dispensaries into 
health centres. Old and under-functioning 
equipment will be replaced in all health 
centres and a five-year supply of drugs will 
be purchased. The outcome will be better 
quality healthcare services and more af-
fordable treatment to greater numbers of 
patients who would otherwise not have 
access to basic, preventative and curative 
medical care. The emphasis on communi-
ty-based disease prevention and control will 
also result in cost efficiency in the public 
health sector.

Cote d’Ivoire
Amount: $10m. 
Project: Singrobo-Yamoussoukro road. 
Interest rate: 1.5 per cent per annum. 
Executing agency: Agence de Gestion Des 
Routes (Roads Management Agency).
Total cost: $33.3m. 
Co-financiers: BADEA, Saudi Fund for 
Development, government of Côte d’Ivoire.

The Fund will help finance the construction 
of a highway between the southern districts 
of Taabo and Toumodi. The project falls 
within the framework of the government’s 
aim to implement an extensive road main-
tenance and improvement programme to 
provide the population with efficient, cost-
effective and reliable transport facilities.

      Given its unevenly distributed popula-
tion, roads play a vital role in Cote d’Ivoire’s 
transport sector. One stretch of particular 
importance is the Singrobo-Yamoussoukro 
road, which makes up part of the 650 km-
long Abidjan-Ouangolo route, an impor-
tant north-south link and sole transport 
corridor to landlocked Mali, Niger and 
Burkina Faso.
      The present scheme is part of a larg-
er project that will be carried out in three 
phases aimed at building a new Singrobo- 
Yamoussoukro roadway over 86 km in 
length. An asphalt-surfaced dual carriage-
way will be constructed between Taabo and 
Toumodi. Bridges, drainage structures and 
culverts will be installed, and pedestrian 
crossings and retaining walls built. Safety 
features such as road signs and markings 
will also be provided, and erosion protec-
tion measures carried out.

Gambia
Amount: $3m. 
Project: Mandina Ba–Soma road.
Interest rate: One per cent per annum. 
Executing agency: Department of State for 
Works, Construction and Infrastructure.
Total cost: $38.38m.
Co-financiers: Arab Bank for Econom-
ic Development in Africa, Kuwait Fund, 
Saudi Fund for Development, government 
of Gambia.
The loan will help rehabilitate the Mandi-
na Ba–Soma road. Comprising part of the 
South Bank Trunk Route, the road is a key 
link between the capital Banjul on the west 
coast and the eastern interior of the country. 
Its reconstruction will greatly improve social 
and economic integration, help reduce pov-
erty and boost income generation among 
the predominantly farming population.
      Gambia is a small country that relies 
heavily on a relatively simple road network 
for the transportation of both goods and 
passengers. The South Bank Trunk Road 
is the most extensively used in the country, 
traversing six of the seven local government 
authorities and serving about 900,000 peo-
ple, or 70 per cent of the total population. 
Originally constructed some 40 years ago, 
the 141 km-long segment between the cities 
of Mandina Ba and Soma has deteriorated 
through lack of maintenance and repre-
sents a considerable impediment to socio-
economic growth.
      Under the project, the road will be re-
constructed and upgraded to a seven me-
tre-wide, two-lane carriageway, with 1.5 m 
shoulders on either side. By offering a 
faster, cheaper and more reliable means of 
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A Kenyan nurse with anti-retroviral HIV/AIDS drugs for patients at Mbagathi hospital in 
Nairobi.
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transportation, the new road will act as an 
incentive to farmers to increase productiv-
ity. It will be of special benefit to the many 
women fruit and vegetable growers, whose 
produce often perishes before they can get 
it to market. The road will also allow better 
access to essential social services.

Morocco
OPEC Fund loan: $10m. 
Project: Taroudant higher education. 
Interest rate: 2.25 per cent per annum. 
Executing agency: Ministry of National 
Education, Higher Education, Staff Train-
ing and Scientific Research through the Ib-
nou Zohr University of Agadir.
Total cost: $12m. 
Co-financier: Government of Morocco. 
The loan will co-finance the establishment 
of the first higher education facility in the 
southern city of Taroudant. To be attached 
to the University of Agadir, the multidis-
ciplinary Faculty of Taroudant will greatly 
enhance study prospects in an area currently 
lacking such opportunities. 
      Since 2000, the Moroccan government 
has been implementing a higher education 
reform strategy which aims to widen stu-
dent access to universities and align gradu-
ate numbers and their acquired skills and 
training with the demands of the national 
labour market.
      The project will finance the construc-
tion of the Faculty’s academic, scientific, 
administrative and supportive facilities, to-
taling 18,200 sq m, including amphitheat-
ers, workshops, laboratories and a library. 
Teaching equipment, didactic and technical 
materials and furniture will also be provid-
ed. The new Faculty will initially have the 
capacity to accommodate 3,500 students 
per year, serving the rural Taroudant and 
Tata provinces, with the capability of ex-
pansion to enroll 5,000 students annually.
      Once operational, the Faculty will en-
able students to gain relevant skills for jobs 
in the region’s agriculture, tourism and 
mining sectors. The aspired outcome will 
be sustainable regional economic growth, 
as well as the reduction of unemployment, 
which currently affects 18.2 per cent of the 
workforce.

Mozambique
Amount: $10m. 
Project: Maputo roads development. 
Interest rate: One per cent per annum. 
Executing agency: Municipality of Maputo.
Total cost: $22m. 
Co-financiers: BADEA, government of 
Mozambique.

The loan will co-finance the upgrading of 
the road network in the capital Maputo. 
The project aims at improving traffic flow 
within the city, enhancing road safety and 
reducing transport costs, and in turn, boost-
ing socio-economic development.
      Maputo is located in southern Mo-
zambique on the Indian Ocean coast and 
is served by some 850 km of roads, of 
which only around one quarter are paved. 
The main trunk roads run in a radial pat-
tern to the city’s centre, and the absence 
of a circuitous route results in heavy traf-
fic congestion. Although most of the roads 
possess drainage systems, many become 
blocked from the accumulation of silt, 
causing frequent flooding during the rainy 
season and rapid deterioration of the road 
surface.
      The project will address these short-
falls by rehabilitating/constructing some 
42.5 km of roads in Maputo’s city centre 
and suburban districts. Sidewalks will also 
be added where needed, and storm water 
drains repaired. Additionally, 23 bus sta-
tions will be renovated and a bus parking 
area built. Once completed, the refurbished 
roads will enable the population to have 
easier, quicker access to marketplaces, hos-
pitals, schools and other social services.

Papua New Guinea
Amount: $4m. 
Project: Community water transport. 
Interest rate: 1.5 per cent per annum. 
Executing agency: Department of Trans-
portation. 
Total cost: $26.84m. 
Co-financiers: AsDB, government of 
Papua New Guinea.
The Fund loan will help finance a project 
to develop the water transport sector. Aims 
of the scheme are to reduce poverty in 
marginalized maritime and river-based 
communities by providing them with safe 
and efficient transport services. 
      Situated east of Indonesia, Papua New 
Guinea comprises the eastern half of New 
Guinea and numerous smaller islands and 
atolls in the Pacific. Although heavily de-
pendent on its water transport system, ma-
rine infrastructure is deficient across much 
of the country, placing remote, rural com-
munities at a particular disadvantage, with 
an estimated 500,000 individuals lacking a 
reliable and affordable means of transport.
      The project will address this issue by 
setting up a Community Water Transport 
Fund to provide transport subsidies to im-
poverished communities, and by restoring 
dilapidated infrastructure at 40 selected 

maritime transport facilities. Safety will be 
enhanced through the introduction of for-
mal marine accident reporting and inves-
tigation; preparation of safety guidelines; 
development of a boat registration and li-
censing system; and the establishment of a 
country-wide marine radio network. Com-
munity extension services will be offered in 
isolated areas to enable the population to 
take advantage of potential rural develop-
ment opportunities that will open up as a 
result of the improved transport services. 
To insure sustainability of the scheme, all 
small-scale projects will be developed in 
collaboration with community stakehold-
ers and village councils.

Tajikistan
Amount: $6m. 
Project: Dushanbe-Kyrgyz border road re-
habilitation (phase I). 
Interest rate: One per cent per annum. 
Executing agency: Ministry of Transpor-
tation.
Total cost: $29.5m.
Co-financiers: AsDB, government of 
Tajikistan.
The OPEC Fund loan will help rehabilitate 
a key transport corridor which links the cap-
ital Dushanbe to Darband on the Kyrgyz 
border. The scheme supports the govern-
ment’s aim to reduce transport costs, pro-
mote regional integration and facilitate the 
population’s access to employment.
      For landlocked, mountainous Tajiki-
stan, its 26,000 km road network is the 
most important mode of transport, sup-
porting the movement of agricultural 
goods and providing the rural population 
with access to commercial centres and mar-
kets. Although the majority of the roads are 
paved, most are over 30 years old and badly 
deteriorated, a problem aggravated by the 
country’s harsh climate, recurring natural 
disasters and inadequate maintenance. Such 
is the case with the Dushanbe-Kyrgyz road, 
which was built in the 1950s and last reha-
bilitated in the early 1970s, and has since 
deteriorated substantially.
      The project will conduct extensive reha-
bilitation works on approximately 150 km 
of the two-lane highway. It will also include 
the repair and strengthening of embank-
ments, and the installation of bridge protec-
tion structures against avalanches and land-
slides, as well as drainage systems and road 
safety features. Some 77 km of rural feeder 
roads will also be improved. The newly ren-
ovated roads will bring numerous benefits 
to the rural poor with facilitated access to 
social services and marketplaces.
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Mali
Amount: 1.67m.
Project: CMMC’s pilot processing plant.
The private sector loan was signed with 
Compagnie Malienne de Matériaux de 
Construction (CMMC) of Mali, a pro-
ducer of high-quality bricks. Mali’s soar-
ing urbanization rate has created a high de-
mand for housing, with the construction of 
new homes more than quadrupling in the 
past three years. The loan will help finance 
the expansion of CMMC’s three year-old 
pilot processing plant that has been testing 
the feasibility of commercially produced 
construction material from an adjacent 
stone quarry. With its two operations, an 
extracting and grinding facility and a build-
ing material production unit, CMMC aims 
to meet the needs of the housing and 
other infrastructure sectors in the capital 
Bamako.

Tunisia
Amount: $10m.
Project: Mobile telephone services.
The loan was signed with Orascom Telecom 
Tunisie SA (Tunisiana), a company that is 
offering mobile telephone services in Tuni-
sia. This falls within the framework of the 
government’s aim to liberalize the country’s 
telecom sector. In 2002, Tunisiana success-
fully bid for a mobile telephone license. The 
primary purpose of the Fund loan is to help 
finance the final license fee installment and 
capital investments that will be used to ex-
pand the organization’s network capacity. 
With Tunisiana it is anticipated that the 
country’s telecom services will be further 
developed by providing additional capac-
ity that will more effectively meet present 
and future demand and enhance competi-
tion in the local market.

Bolivia
Amount: $5m.
A $5m line of credit was signed with Caja 
Los Andes SA (CLA), a Bolivian-based, 
private financial institution. The loan will 
allow CLA to continue to develop and en-
hance its product range, and to on-lend to 
micro-finance and small businesses. In ad-
dition to expanding Bolivia ’s private sector 
development, which will in turn increase 
employment opportunities and boost gen-
eral economic growth, the line of credit will 
complement the process of CLA transform-
ing itself into a fully-fledged bank that can 
offer a complete range of services. This is the 
second line of credit the OPEC Fund has 
extended to CLA and the first repeat opera-
tion under the Private Sector Facility.

O P E C  F U N D

90 OPEC Bulletin

O P E C  F U N D

September 2004 91

Fund signs investment encouragement and protection
agreements with Madagascar and Tajikistan

Madagascar
An agreement for the encouragement and pro-
tection of investment has been signed by the 
Ambassador of the Republic of Madagascar to 
Germany, HE Denis A H Andriamandroso, 
and by the Director-General of the OPEC 
Fund, Suleiman J Al-Herbish. With 70 per 
cent of its population living in rural areas, 
Madagascar’s economy is dominated by agri-
culture, which contributes around 30 per cent 
of GDP. Since the late 1980s the country began 
implementing policies to reform the economy, 
and in recent years the financial sector has been 
strengthened through bank restructuring and 
privatization. In mid 2002, Madagascar em-
barked on a medium-term poverty reduction 
programme, which focuses on creating an en-
vironment conducive to developing the private 
sector; opening the economy to attract foreign 
investment; diverting government investment 
towards poverty reduction goals and enhancing 
efficiency and governance in the public sector.

Tajikistan
An agreement for the encouragement and 
protection of investment has been signed by 
the Minister of Finance of the Republic of 
Tajikistan, HE Safarali Nadjmuddinov, and 
by the Director-General of the OPEC Fund, 
Suleiman J Al-Herbish. With a population of 
around 6.3m, Tajikistan has been making ef-
forts to recover from the breakup of the former 
Soviet Union and the resultant losses in subsi-
dies and trade. The country possesses a number 
of rich natural resources such as water, which 

plays an important role in generating hydro-
power, and minerals (gold, silver, precious 
stones and uranium). Real GDP growth has been 
strong in recent years, averaging 9.5 per cent in 
2000-2003. The government has been making 
progress in reviving the country’s economic and 
social development agenda by boosting access 
to basic education among the poor and initi-
ating an ambitious healthcare reform strategy. 
Additionally, Tajikistan has been taking meas-
ures to improve the business environment for 
private sector development in order to sustain 
growth and reduce poverty.

Both agreements were signed within the frame-
work of the Fund’s Private Sector Facility. This 
is a financing window, endowed with its own 
resources, through which the Fund channels 
support directly to the private sector in devel-
oping countries. Its objectives are to promote 
economic development by encouraging the 
growth of productive private enterprises and 
supporting the development of local capital 
markets. Under the Facility, loans are made to 
financial institutions for on-lending to small, 
medium and micro-enterprises, as well as di-
rectly to specific projects. Equity participation 
in private enterprises is also undertaken. As a 
pre-condition to such investment, the Fund 
requires conclusion of a standard agreement 
with the country concerned. The agreement 
accords the OPEC Fund the same privileges 
as those normally given to international de-
velopment institutions in which the country 
holds membership.

The Ambassador of Madagascar to Germany, HE Denis A H Andriamandroso (l), and 
the OPEC Fund Director-General, Suleiman J Al-Herbish, conclude the loan agreement 
with a handshake. Looking on is the Assistant Director-General, Department of Public and 
Private Sector Operations, Said Aissi.
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OPEC Meetings

The 113th Meeting of the Board of Governors took 
place at the OPEC Secretariat in Vienna, Austria, 
August 17–19, 2004.

The 102nd Meeting of the Economic Commission 
Board was held at the OPEC Secretariat in Vien-
na, Austria, September 7–10, 2004.

The 50th Meeting of the Ministerial Monitoring Sub-
Committee took place in Vienna, Austria, Septem-
ber 14, 2004.

The 132nd Meeting of the Conference was held in 
Vienna, Austria, September 15, 2004.

The OPEC International Seminar entitled ‘Petro-
leum in an Interdependent World’, took place in 
Vienna, Austria, September 16–17, 2004. 

Secretary General’s diary

The 19th World Energy Congress was held in Sydney, 
Australia, September 8, 2004.

The Montreux Energy Roundtable XV was organized 
by Montreux Energy and held in Montreux, 
Switzerland, September 27–29, 2004.

Secretariat missions

The 29th Conference of the Japan Co-operation Centre 
for the Middle East (JCCME), was held in Vienna, 
Austria, August 5–6, 2004.

The 26th Oxford Energy Seminar was held in Ox-
ford, UK, August 30–September 9, 2004.

The 20th Session of the Programme and Budget Com-
mittee of the United Nations Industrial Develop-

ment Organization (UNIDO), was held in Vienna, 
Austria, September 8–9, 2004.

The 8th Annual Competition Conference, organized 
by the International Bar Association, was held in 
Fiesole, Italy, September 17–18, 2004.

The 11th Co-ordination Meeting on the Environment 
and Workshop on ‘Trade and Environment’ and ‘En-
ergy Services’ of the Organization of Arab Petroleum 
Exporting Countries (OAPEC), was held in Cairo, 
Egypt, September 18–20, 2004.

A conference and master classes on Reserves valuation, 
management and accounting was organized by IQPC, 
and held in London, UK, September 20–22, 2004.

The 20th Asia-Pacific Petroleum Conference (APPEC 
2004) was organized by ACE Conferences and took 
place in Singapore, September 20–22, 2004.

The 48th Regular Session of the General Conference of 
the International Atomic Energy Agency (IAEA) was 
held in Vienna, Austria, September 20–24, 2004.

The Emirates Centre for Strategic Studies and 
Research’s 10th Annual Energy Conference was held 
in Abu Dhabi, UAE, September 26–28, 2004.

The 7th Executive Board Meeting of the International 
Energy Forum was held in Doha, Qatar, September 
30, 2004.

Forthcoming OPEC Meetings

The 133rd (Extraordinary) Meeting of the OPEC 
Conference will take place in Cairo, Egypt, De-
cember 10, 2004.

The 134th Ordinary Meeting of the Conference will 
take place in Mahmoud Abad, Islamic Republic of 
Iran, March 16, 2005.
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Iraq has appointed Dhiaa Sh Al-Bakkaa as the country’s new Governor for OPEC. 
Born in 1954, Al-Bakkaa obtained a BSc in economics from Warwick University in 
the UK in 1977 and an MSc in petroleum economics from Al-Mustansiriah Uni-
versity in Baghdad in 1996. 
     He joined Iraq’s State Oil Marketing Organization (SOMO) as an Assistant Re-
searcher in 1980, where he subsequently held a number of posts including mana-
gerial roles in the Oil Products Trading Department (1993), the Technical Studies 
Department (1996), the Energy Studies Department (1998), and the Crude Oil 
Trading Department (2000–03). In May 2003 he became Director of the Minis-
ter’s Office at the Ministry of Oil, and earlier this year was made Executive Direc-
tor General of SOMO. He is married with four children.

Iran has appointed Javad Yarjani as the country’s new National Representative. He 
is well-known in OPEC circles, having headed the Organization’s Petroleum Mar-
ket Analysis Department from 1998 until 2003.
     Yarjani has also held a number of senior positions in the National Iranian Oil 
Company (NIOC) and the Ministry of Petroleum, among which are Managing Di-
rector of NIOC Singapore (1991–93), Deputy Director for International Affairs 
(1993–94), and Adviser to top Iranian oil industry officials including the Minister 
of Petroleum. He was Managing Director of the International Bureau for Energy 
Studies in London before joining OPEC, and is currently General Manager in the 
OPEC & Energy Affairs Department at the Ministry of Petroleum. He is married 
with three children.

OPEC Secretariat driver, Wagdy Wilson, died suddenly in Vienna on August 19, 
2004. Mr Wilson was born on July 13, 1951, in Cairo, Egypt, and moved to Aus-
tria in the mid-1970s. 
     Wagdy Wilson spent five years at OPEC where he was known for his good sense 
of humour, kindness and gentle nature — he loved to laugh, share and listen, and 
will be missed by many of his colleagues for these reasons. Mr Wilson’s gentle dis-
position made him extremely helpful by nature, and he was always known to carry 
out his duties in a most professional and diligent manner. Many people who came 
into contact with Mr Wilson were extremely affected by the sad news of his passing 
— both in a personal and professional sense.

     He is survived by his wife Perla and his daughters Olivier and Amira.

O B I T U A R Y
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Forthcoming events

Calgary, Canada, October 18–19, 2004, 
Introduction to the Canadian natural gas 
industry. Details: Canadian Energy Research 
Institute, 150, 3512–33 St NW, Calgary, AB 
T2L 2A6, Canada. Tel: +1 403 282 1231; fax: 
+1 403 284 4181; e-mail: sjohnsgaard@ceri.ca; 
Web site: www.ceri.ca/events.

Moscow, Russia, October 19–21, 2004, 
Russia gas 2004. Details: CWC Associates 
Ltd, 3 Tyers Gate, London SE1 3HX, UK. Tel: 
+44 (0)20 7089 4200; fax: +44 (0)20 7089 
4201; e-mail: bookings@thecwcgroup.com; 
Web site: www.thecwcgroup.com.

London, UK, October 19–21, 2004, 
Sustainable energy, energy efficiency and 
environmental solutions Expo 2004. Details: IIR 
Conferences, 29 Bressenden Place, London 
SW1E 5DR, UK. Tel: +44 (0)20 7915 5055; e-
mail: registration@irr-conferences.com; Web 
site: www.iir-conferences.com.

Calgary, Canada, October 21–22, 2004, 
Natural gas market fundamentals. Details: 
Canadian Energy Research Institute, 150, 
3512–33 St NW, Calgary, AB T2L 2A6, 
Canada. Tel: +1 403 220 2357; fax: +1 403 
284 4181; e-mail: sjohnsgaard@ceri.ca.

Calgary, Canada, October 25–26, 2004, Oil 
and gas industry: A global perspective. Details: 
Canadian Energy Research Institute, 150, 
3512–33 St NW, Calgary, AB T2L 2A6, 
Canada. Tel: +1 403 220 2357; fax: +1 403 
284 4181; e-mail: sjohnsgaard@ceri.ca; Web 
site: www.ceri.ca/events.

London, UK, October 25–26, 2004, 
Commercial strategies for LNG shipping. 
Details: IQPC Ltd, Anchor House, 15–19 
Britten Street, London, SW3 3QL, UK. Tel: 
+44 (0)20 7368 9300; fax: +44 (0)20 7368 
9301; e-mail: enquire@oilandgasIQ.com; 
Web site: www.oilandgasIQ.com.

Kuala Lumpur, Malaysia, October 26–27, 
2004, Contract risk management in upstream 
oil and gas. Details: IQPC Ltd, 1 Shenton 
Way #13–07, Singapore 068803. Tel: +65 
6722 9388; fax: 65 6224 2515; e-mail: 
enquire@iqpc.com.sg.

Singapore, October 27–28, 2004, Operational 
strategies for LNG shipping. Details: IQPC 
Ltd, 1 Shenton Way #13–07, Singapore 
068803. Tel: +65 6722 9388; fax: 65 6224 
2515; e-mail: enquire@iqpc.com.sg; Web site: 
www.oilandgasiq.com.

Dublin, Ireland, November 3–4, 2004, 
Irish energy. Details: SMi Conferences, The 

Clove Building, Maguire Street, London 
SE1 2NQ, UK. Tel: +44 (0)870 9090 
711; fax: +44 (0)870 9090 712; e-mail: 
client_services@smi-online.co.uk; Web site: 
www.smi-online.co.uk/irish/asp.

London, UK, November 4–5, 2004, 
Petroleum refining technology and economics 
in Russia, CIS and the Baltics. Details: Global 
Business Forums Ltd, UK, Marina Davis. 
Tel: +44(0)20 8906 4731; fax: +44 (0)20 
7207 6518; e-mail: events@gbusforums.com; 
Web site: http://gbusforums.com/London_
November2004/fset_intro_london.htm.

Calgary, Canada, November 8–9, 2004, 
Introduction to Canada’s oil sands industry. 
Details: Canadian Energy Research Institute, 
150, 3512-33 St NW, Calgary, AB T2L 2A6, 
Canada. Tel: +1 403 220 2357; fax: +1 403 
284 4181; e-mail: sjohnsgaard@ceri.ca; Web 
site: www.ceri.ca/events.

London, UK, November 8–9, 2004, Oil & gas 
exchange. Details: IQPC Ltd, Anchor House, 
15–19 Britten Street, London, SW3 3QL, UK. 
Tel: +44 (0)20 7368 9300; fax: +44 (0)20 7368 
9301; e-mail: enquire@oilandgasIQ.com; 
Web site: www.oilandgasIQ.com.

Barcelona, Spain, November 9–10, 2004, 
19th Annual European gas conference. Details: 
The EAGC Secretariat, Armstrong House, 
38 Market Square, Uxbridge, Middlesex 
UB8 1TG, UK. Tel: +44 (0)1895 454 
545; fax: +44 (0)1895 454 647; e-mail: 
secretariat@theeagc.com; Web site: 
www.theeagc.com.

Calgary, Canada, November 15–16, 2004, 
Introduction to the upstream petroleum industry. 
Details: Canadian Energy Research Institute, 
150, 3512-33 St NW, Calgary, AB T2L 2A6, 
Canada. Tel: +1 403 220 2357; fax: +1 403 

284 4181; e-mail: sjohnsgaard@ceri.ca; Web 
site: www.ceri.ca/events.

Nassau, Bahamas, November 15–19, 2004, 
World fiscal systems for oil and gas. De-
tails: CWC Associates Ltd, 3 Tyers Gate, 
London SE1 3HX, UK. Tel: +44 (0)20 
7089 4162; fax: +44 (0)20 7089 4201; 
e-mail: cglen@thecwcgroup.com; Web site: 
www.thecwcgroup.com.

London, UK, November 16–18, 2004, Sa-
khalin oil and gas 2004. Details: Details: IBC 
Energy Conferences, Informa House, 30–32 
Mortimer Street, London W1W 7RE, UK. 
Tel: +44 (0)20 7017 4581; fax: +44 (0)1932 
893893; lorraine.ward@informa.com; Web 
site: www.ibcenergy.com/sakhalin.

Aberdeen, Scotland, November 17–18, 2004, 
Sand control and management Europe 2004. 
Details: IQPC Ltd, Anchor House, 15-19 
Britten Street, London SW3 3QL, UK. Tel: 
+44 (0)20 7368 9300; fax: +44 (0)20 7368 
9301; e-mail: enquire@oilandgasIQ.com; 
Web site: www.oilandgasIQ.com/2287a.

London, UK, November 22–23, 2004, 4th 
Anglo Norwegian oil and gas conference 2004. 
Details: CWC Associates Ltd, 3 Tyers Gate, 
London SE1 3HX, UK. Tel: +44 (0)20 
7089 4200; fax: +44 (0)20 7089 4201; e-
mail: bookings@thecwcgroup.com; Web site: 
www.thecwcgroup.com.

London, UK, November 22–23, 2004, Float-
ing production systems 2004. Details: Details: 
IBC Energy Conferences, Informa House, 
30–32 Mortimer Street, London W1W 
7RE, UK. Tel: +44 (0)20 7017 4581; fax: 
+44 (0)1932 893893; lorraine.ward@informa
.com; Web site: www.ibcenergy.com/fps.

Aberdeen, Scotland, November 29–30, 2004, 
Corrosion management for upstream oil and gas. 
Details: IQPC Ltd. Anchor House, 15-19 
Britten Street, London SW3 3QL, UK. Tel: 
+44 (0)20 7368 9300; fax: +44 (0)20 7368 
9301; e-mail: enquire@oilandgasIQ.com; 
Web site: www.oilandgasIQ.com.

Edmonton, Canada, November 29–30, 2004, 
Introduction to the Canadian natural gas indus-
try. Details: Canadian Energy Research Insti-
tute, 150, 3512–33 St NW, Calgary, AB T2L 
2A6, Canada. Tel: +1 403 282 1231; fax: +1 
403 284 4181; e-mail: sjohnsgaard@ceri.ca.

Singapore, November 29–30, 2004, Design, 
construction and conversion of floating produc-
tion systems. Details: IQPC Ltd, 1 Shenton 
Way #13–07, Singapore 068803. Tel: +65 
6722 9388; fax: 65 6224 2515; e-mail: 
enquire@iqpc.com.sg.

London, UK
October 26–27, 2004

Oil and Money

Details: Energy Intelligence
            Holborn Tower
            137–144 High Holborn, 8th Fl
            London WC1V 6PW, UK
            Tel: +44 (0)20 7510 5707
            Fax: +44 (0)20 7987 3463
            E-mail: oilandmoney@
                energyintel.com
            Web site: www.energyintel.com/
                om/register-home.asp
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Reach decision-makers through OPEC Bulletin
The OPEC Bulletin is distributed on subscription and to a selected readership in the following fields: oil and gas industry; 
energy and economics ministries; press and media; consultancy, science and research; service and ancillary industries. Recipients 
include OPEC Ministers, other top-level officials and decision-makers in government and business circles, together with policy 
advisers in key industrial organizations. 
     The magazine not only conveys the viewpoints of OPEC and its Member Countries but also promotes discussion and 
dialogue among all interested parties in the industry. It regularly features articles by officials of the Secretariat and leading 
industry observers. Each issue includes a topical OPEC commentary, oil and product market reports, official statements, and 
the latest energy and non-energy news from Member Countries and other developing countries.

General terms
Orders are accepted subject to the terms and conditions, current rates and technical data set out in the advertising brochure. 
These may be varied without notice by the Publisher (OPEC). In particular, the Publisher reserves the right to refuse or 
withdraw advertising felt to be incompatible with the aims, standards or interests of the Organization, without necessarily 
stating a reason.

Advertising Representatives
North America: Donnelly & Associates, PO Box 851471, Richardson, Texas 75085-1471, USA. Tel: +1 972 437 9557; fax: +1 972 437 9558.
Europe: G Arnold Teesing BV, Molenland 32, 3994 TA Houten, The Netherlands. Tel: +31 30 6340660; fax: +31 30 6590690.
Middle East: Imprint International, Suite 3, 16 Colinette Rd, London SW15 6QQ, UK. Tel: +44 (0)181 785 3775; fax: +44 (0)171 837 2764
Southern Africa: International Media Reps, Pvt Bag X18, Bryanston, 2021 South Africa. Tel: +2711 706 2820; fax: +2711 706 2892.
Orders from Member Countries (and areas not listed below) should be sent directly to OPEC.

Black & white rates (US dollars)
Multiple: 1X 3X 6X 12X
full page  2,300 2,150 2,000 1,850
1/2 (horizontal) 1,500 1,400 1,300 1,200
1/3 (1 column) 800 750 700 650
1/6 (1/2 column) 500 450 400 350
1/9 (1/3 column) 300 275 250 225
Colour surcharge                                                                      Special position surcharge
Spot colour:           400 per page; 550 per spread.                      Specific inside page: plus 10 per cent 
3 or 4 colours:       950 per page; 1,300 per spread.                   Inside cover (front or back):  plus 35 per cent 
                                                                                                   The back cover:  plus 50 per cent 

Discounts
Payment sent within 10 days of invoice date qualifies for two per cent discount. Agency commission of 15 per cent of gross billing 
(rate, colour, position, but excluding any charges for process work), if client’s payment received by Publisher within 30 days.

Technical data about OPEC Bulletin
Frequency:             Published ten times/year.
Deadlines:              Contact Publisher or local advertising representative at the address above.
Language:              Advertisement text is acceptable in any OPEC Member Country language, but orders should be placed in English.
Printing/binding:  Sheet-fed offset-litho; perfect binding (glued spine).
Page size:              210 mm x 275 mm (8 1/

4
" x 10 7/

8
").

Full bleed:              +3 mm (1/
4
") overlap, live material up to 5 mm (1/

2
") from edge.

Text block:             175 mm x 241 mm (6 7/
8
" x 9 1/

2
").

Readership:            Estimated to be on circulation to around 6,000 readers in 100 countries.
Material:                Originals preferred as film positives (right-reading when emulsion side down). Design and typesetting charged at 15 per 

cent of advert cost. Artwork accepted (but deadline advanced by one week). Reversing and artwork processing charged 
at cost and billed separately. Printer requires proof or pre-print.

Screen:                    60 dots per cm (133dpi) ±5 per cent (North America: 133 line screen).
Colour indication: Use Pantone matching scheme, or send proof (otherwise no responsibility can be accepted for colour match).
Proofs:                    Sent only on request; approval assumed unless corrections received within two weeks of despatch.
Payment:                Due upon receipt of invoice/proof of printing, either by direct transfer to the following account number: 2646784 

Creditanstalt, Vienna, Austria. Or by banker’s cheque, made payable to OPEC. Net 30 days. Payment may also be 
made by the following credit cards: Visa, Euro Card/Master Card and Diners’ Club.
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OPEC Annual Statistical Bulletin 2003
This 144-page book, including colour graphs and tables, comes with a CD-ROM featuring all the data in the book and more (for 
Microsoft Windows only). The book with CD-ROM package costs $85.

   Please send me ................. copies of the OPEC Annual Statistical Bulletin 2003 (book plus CD-ROM) 

OPEC Bulletin
is published ten times/year and a subscription costs $70. Subscription commences with the current issue (unless otherwise re-
quested) after receipt of payment.

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

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

   I would like information on subscription prices to OPECNA

OPEC Monthly Oil Market Report
Published monthly, this source of key information about OPEC Member Country output also contains the Secretariat’s analyses of oil 
and product price movements, futures markets, the energy supply/demand balance, stock movements and global economic trends. 
$525 per year (including airmail delivery) for an annual subscription of 12 issues.

   I wish to subscribe to the MOMR for a one-year period    Please send me a sample copy

OPEC Review
contains research papers by international experts on energy, the oil market, economic development and the environment. 
Available quarterly only from the commercial publisher. 
For details contact: Blackwell Publishing Ltd, 9600 Garsington Road, Oxford OX4 2DQ, UK. 
Tel: +44 (0)1865 776868; fax: +44 (0)1865 714591; e-mail: jnlinfo@blackwellpublishers.co.uk; www.blackwellpublishing.com. 
Institutional subscribers £265/yr (North/South America $429); Individuals £117/yr (North/South America $126).

Shipping address (please print in block letters):      Invoicing address (if different from shipping address):

Name:                                                                                                    Name:
Address:                                                                                                Address:

How to pay:
Invoice me            Credit card  (Visa, Eurocard/MasterCard and Diners Club)
Credit card company:                     Credit card no:                   Expiry date:

Holder:                                                                                         Signature:

Please mail this form to:                                                      
PR & Information Department                                            or telefax to:
OPEC Secretariat                                                               PR & Information Department   
Obere Donaustrasse 93, A-1020 Vienna, Austria              +43 1 214 98 27

Windows™ is a trademark of the Microsoft Corporation.
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OPEC offers a range of publications that reflect its activities. Single copies and subscriptions can be obtained by contacting 
this Department, which regular readers should also notify in the event of a change of address:

PR & Information Department, OPEC Secretariat
Obere Donaustrasse 93, A-1020 Vienna, Austria
Tel: +43 1 211 12-0; fax: +43 1 214 98 27; e-mail: prid@opec.org

OPEC Monthly Oil Market Report 
Crude oil and product prices analysis 
Member Country output figures 
Stocks and supply/demand analysis
Annual subscription $525 (12 issues)

To order, please fill in the form opposite

Annual Report 2003
Free of charge

OPEC Review
(published quarterly) 

annual subscription rates 
for 2004: Institutional 

subscribers £265/yr 
(North/South America $429); 

Individuals £117/yr
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