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I n t r o d u c t i o n :  T h e  N e w  C h a l l e n g e s



The Oil Price and Production Cycle
High Prices 

Provide Attractive 
E&P Environment

Production decline 
mitigated by lack of 
producer coordination 
and lower corporate 
cost structures

Production
Falls

Better technology 
and lower costs 

boost production 
with each revolution 

of the cycle

Production
Rises

Prices Fall, 
Discouraging E&P 

Investment

Better technology 
and lower costs 
lower price level 
at which production 
13 shut In and E&P 
budgets are cut

Economic conditions 
and political decisions 

Influence the extent 
to which price falls

The role o f technology:
Reduce cycle times by lowering the price at which 

investment occurs

Source: Cambridge Energy Research Associates.
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Tomorrow’s World—The Challenges

Today Tomorrow

T h e  beg in n in g  of th e  en d : 
E nergy  m arke t re s tru c tu rin g

Grow th

E nvironm ent

S ecu rity  of S upply

H um an r ig h ts

Local com m unity  re sp o n sib ility

T h e s tak e h o ld e rs

GOVERNMENT

COMPANY
C om pany  ro le  v e rs u s  g o v e rn m e n t ro le

Source: Cambridge Energy Research Associates.
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POLITICAL TECHNOLOGICAL CORPORATE

T h e  B l u r r i n g  o f  t h e  B o u n d a r i e s

New political alliances 
Country Xn a

NATIONAL BORDERS

V  U
Country Y

Interfuel competition 
and gas-to-llqulds

OIL

New information 
technology

COMPANY A

Strategy/Mindset

SURVIVAL

GROWTH ETHIC

New business 
alliances

COMPANY A

COMPANY B COMPANY B

Markets

UPSTREAM

DOWNSTREAM

Source: Cambridge Energy Research Associates.
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The Triangle of Global Energy Supply 
and Demand Determination

Technology
Sets the supply and 
demand trend line

Economics
Limits or exaggerates 

price impact of external 
influences on supply 

and demand

Source: Cambridgo Energy Research Associates.
•1I24-H1

Politics
Sets the tone of supply 
and demand availability 

through political decisions
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D e m a n d :  T h e  R i s k  a n d  t h e  H o p e



The Falling Btu Barrier*

Technolcgy has lowered the cost of all fuels, not just oil.

Source: Cambridge Energy Research Associates.
• Btu barrier: the oil price below which oil gains market share 
because alternatives become too expenslvo.

>0320-3
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Choices for Oil Demand: The Field Narrows

Source: Cambridge Energy Research Associates.90320-4

Petrochemicals
Space

Heating

Open, but 
challenges lay 

ahead

by
natural gas

Power
Generation

Closed by
• Combined cycle 

gas technologies
• Environmental 

regulations
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Ground Zero:
The Challenges to Oil Demand at $0 per barrel

Source: Cambridge Energy Research Associates.
B0320-S
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Science and Technology: 
Putting the Brakes on Hydrocarbon-based Fuel Demand

Sc ience  and techno logy 
in current use *

Lighter cars 
Cleaner fuels 
Conservation 
Improved efficiencies 
Biofuels 
CNG vehicles 
Hybrid vehicles

Compact fluorescents 
Induction heating 
Geothermal heat pumps 
Ultrasound welding 
Infrared drying 
Wind turbines

! The next wave: 
prot,oty'pe/ndar-commercial stage

Phytochemicals
Plastic-producing corn
Pollution-eating tree3
Direct-lnjectlon 
gasoline engines

Plasma processes
Electron beam 
technology
Ohmic heating
Fuel cells

Ideas yet to c om e

Source: Cambridge energy Resoarch Associates.50422-9
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Table 1

February 1999: Disappearing Demand Growth—
The Effect of the Economic Crisis on CERA’s Asian Oil Demand Outlooks

Loss in Oil Demand Growth Between Precrisis 
and Current Demand Growth Projections

(million barrels per day)

1997 1999 1999 zom
OECD Asia Pacific (0.06) (0.34) (0.47) (0.52)
Non-OECD Asia Pacific 0.01 (0.99) (1.55) (1.80)
China 0.18 0.05 (0.07) (0.21)
Total Asia Pacific 0.13 (1.28) (2.09) (2.52)

Source: Cambridge) Energy Research Associates. 
Note: Non-OECD Asia Pacilic excludes China.



Demand Side Risks in 1999
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Changes in Oil Demand by Region
(million barrels per day)

FSU

I I 1995-96 
■I 1996-97 
Q  1997-98 
BW1 1998-99 
□  1999-2000 Total World

Source: Cambridge Energy Research Associates.
00323*210310
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S u p p l y :  T h e  P r i c e  I m p a c t



Worldwide Full-cycle Upstream Costs
30.00

1997 
Dollars 

per 
Barrel 
of OH 

Equivalent

Sources: Cambridge Energy Research Associates, 
DOE.

aimiHJ

Pressure to  
co n tin u e  

dow nw ard  p u sh

1981 1983 1985 1987 1989 1991 1993 1995
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Estimated Operating Costs Around the World

Dollars 
per 

Barrel 
of Oil 

Equivalent

Source: Cambridge Energy Research Associates.
Note: Includes soverence taxes, where applicable, 
ranging from $0.30 per barrel in Canada to $2.00 
per barrel in Venezuela.
60I26-H1
1205
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World Liquid Productive Capacity Outlooks
(million barrels per day)

9 0

MBD 80

70

1997 1998 1999 2000 2001 2002 2003 2004 2005

1997 1998 1999 2000 2001 2002 2005

Late 1997 supply outlook 77.8 80.3 83.6 87.2 89.0 91.2 95.1

Reduced spending plans
(1999-2000) 76.9 77.8 78.9 80.2 81.4 83.2 87.9

Change with lower spending -0.9  -2.5  -4.7  -7.0  -7 .6  -8 .0  -7 .2

MEMO: Demand outlook 73.8 74.1 75.1 76.6 77.9 79.5 84.3

Implied surplus 3.1 3.7 3.8 3.6 3.5 3.7 3.6

Source: Cambridge Energy Research Associates. 
Updated March 1999
BOU2-M

Loss of capacity 
due to low prices

Reduced 
spending plans

Additional loss of capacity 
due to price collapse
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Supply Side Risks in 1999

Source: Cambridge Energy Research Associales.0033)1
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O P E C :  T h e  N e w  P l a y i n g  F i e l d



O i l  M a r k e t  R e g u l a t i o n :  T h e  P la y in g  F ie l d

Defenders:
L ibya
Indones ia
N igeria

Forwards: 
M idfie ld: Saudi Arabia
Venezuela Kuwait 
Qatar Iran
UAE Algeria

Goalie:
Norway

Iraq

Other Non-OPEC

Weak demand

Player and coach: Mexico, Oman 

P ostu ring  fo r th e  p roduc tion  re s tra in t m an eu v er

Source: Cambridge Energy Rosearch Associates.90320-7
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The Regulators Hold Back—For How Long?

Source: Cambridge Energy Research Associates.90310-3
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I r a q ’s  O i l  P r o d u c t i o n  a n d  E x p o r t  C a p a b i l i t y
(e s tim a te s  In m illion b a rre ls  p e r day)________________________

Facilities Recovery Time
Capacity Current Volume Months Volume Monti
Production 2.3* 3.0 18 3.5 36

Export Outlets:
Turkey (Ceyhan) 1.1 1.6 6 1.6 —
Gulf: Mina al-Bakr 1.0 1.6 12 1.6 —

Khor al-Amaya 0.0 0.8 18 0.3 —
Truck and Barge 0.2 0.2 — 0.2 -

Total Exports 2.3 4.2 — 4.2 -

Source: Cambridge Energy Research Associates.
‘Capacity is based upon application ot good oil field practice. Since the fourth qaurter 1998, Iraq has violated good oil field practice 
to produce at monthly rates reaching 2.5 mbd.

Notes: These aro estimates of maximum capacity and not of utilization rates.
The estimate of export potential assumes that the IPSA II pipeline across Saudi Arabia and the IPC line across Syria 
remained unavailable to Iraq.
The estimates of time needed to expand production and export capacity as shown assume that when 
work begins it proceeds without disruption.

Revised March 1999



I n v e n t o r i e s :  A f t e r  t h e  P e a k



T o t a l  U S  C r u d e  S t o c k s

Million
Barrels

Source: American Petroleum Institute.B0203-80318

^am bridgeEnergyR esearch Associates



E u r o p e a n  C r u d e  O i l  S t o c k s

Source: Cambridge Energy Research Associates.802OJ-7OIK

Mill ion
Barrels

^am bridgeE nerg^ tesearch  Associates



P r i c e :  O P E C ' s  V i s i b l e  H a n d



T h e  1 9 9 6 - 2 0 0 0  O i l  P r i c e  E n v i r o n m e n t :  A N S

us
Dollars

per
Barrel

1996 1997 1998 1999 2000

 Further Production Cuts and Strong Adherence
  Production Restraint at 1998 Levels
  Production Restraint Unravels, and/or Demand Disruption

Source: Cambridge Energy Research Associates. 
gouM

^ a m b r id g e E n e r g ^ te ^



Y 2 K :  B u y  t h e  R u m o r ,  S e l l  t h e  F a c t

1999 2000

Source: Cambridge Enorgy Research Associates.
The graph Is schematic and is not moant to 
convey actual price movements.
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W o r l d  O i l  P r i c e  O u t l o o k

U . S .  E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n  

D o u g l a s  M a c I n t y r e  

M a r c h  2 3 ,  1 9 9 9

P r e s e n t a t i o n  t o  t h e  

A l a s k a  F i n a n c e  C o m m i t t e e s



O u t l o o k  f o r  A l a s k a n  O i l  R e v e n u e s

•  W o r l d  o i l  p r i c e s  i n  D e c .  ‘ 9 8  -  F e b .  ‘ 9 9  a r e  t h e  

l o w e s t  s i n c e  1 9 7 3

•  A l a s k a n  o i l  p r o d u c t i o n  i s  d e c l i n i n g

•  W o r l d  o i l  p r i c e s  a r e  e x p e c t e d  t o  i n c r e a s e  

f r o m  t h e s e  h i s t o r i c a l l y  l o w  l e v e l s

•  C o n c l u s i o n :

A l a s k a n  o i l  r e v e n u e s  w i l l  r e m a i n  l o w ,  

b u t  m a y  i n c r e a s e  i n  2 0 0 0

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9
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O i l  P r i c e s  a n d  A l a s k a n  O i l  P r o d u c t i o n

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9

Million 
Barrels Per Day



O u t l o o k  f o r  A l a s k a n  O i l  R e v e n u e s

•  W o r l d  o i l  p r i c e s  i n  D e c .  ‘ 9 8  -  F e b .  ‘ 9 9  a r e  

t h e  l o w e s t  s i n c e  1 9 7 3

•  A l a s k a n  o i l  p r o d u c t i o n  i s  d e c l i n i n g

•  W o r l d  o i l  p r i c e s  a r e  e x p e c t e d  t o  i n c r e a s e  

f r o m  t h e s e  h i s t o r i c a l l y  l o w  l e v e l s

•  C o n c l u s i o n :

A l a s k a n  o i l  r e v e n u e s  w i l l  r e m a i n  

l o w ,  b u t  m a y  i n c r e a s e  i n  2 0 0 0

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



W h y  A r e  W o r l d  O i l  P r i c e s  S o  L o w ?

•  I n c r e a s e s  i n  o i l  p r o d u c t i o n  f r o m  I r a q

•  L e s s  A s i a n  o i l  d e m a n d  t h a n  e x p e c t e d  d u e  t o  

t h e  A s i a n  e c o n o m i c  c r i s i s

•  2  ( o r  m a y b e  n o w  3 ? )  s i g n i f i c a n t l y  w a r m e r  

t h a n  n o r m a l  w i n t e r s  i n  a  r o w

•  I n c r e a s e s  i n  o i l  s u p p l y ,  p a r t i c u l a r l y  i n  1 9 9 7 ,  

l e d  t o  i n c r e a s e s  i n  i n v e n t o r i e s

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t  

P a r t  1  -  I r a q

•  I n c r e a s e d  I r a q i  o i l  e x p o r t s  i n  ‘ 9 7  , ‘ 9 8 ,  a n d  ‘ 9 9

-  I r a q  r e s u m e d  o i l  e x p o r t s  u n d e r  U N S C R  9 8 6  i n  l a t e  

D e c .  1 9 9 6

-  C u r r e n t l y  e x p o r t i n g  a b o u t  2  M M B D

-  H o w e v e r ,  E I A  s e e s  l i m i t e d  g r o w t h  f o r  i n c r e a s e s  i n  

I r a q i  o i l  e x p o r t s  f r o m  c u r r e n t  l e v e l s  t h r o u g h  2 0 0 0

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9
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F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t

P a r t  1  ( c o n t i n u e d )

I r a q ' s  C r u d e  O i l  P r o d u c t i o n ,  1 9 9 0 - 2 0 0 0

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t  

P a r t  2  -  A s i a

•  L e s s  d e m a n d  g r o w t h  e x p e c t e d  f r o m  A s i a

-  ‘ 9 1 - ’ 9 6  a v g .  o i l  d e m a n d  i n c r e a s e :  0 . 8 5  M M B D

•  1 9 9 7  i n c r e a s e :  0 . 4  M M B D

•  1 9 9 8  i n c r e a s e :  0 . 0  M M B D

•  1 9 9 9  i n c r e a s e :  0 . 4  M M B D

•  2 0 0 0  i n c r e a s e :  0 . 6 5  M M B D

-  4 - y e a r  g r o w t h  < 1 . 5  M M B D  w h e n  3 . 4  M M B D  w o u l d  

h a v e  b e e n  e x p e c t e d

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9
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F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t

P a r t  2  ( c o n t i n u e d )

A s i a n  O i l  D e m a n d ,  1 9 8 5 - 2 0 0 0



F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t  

P a r t  3  -  W a r m  W e a t h e r

•  W a r m e r  t h a n  n o r m a l  i n  N o r t h e a s t  U S  a n d  

W .  E u r o p e  f o r  2  ( o r  3 ? )  c o n s e c u t i v e  w i n t e r s

-  R e g i o n s  w h e r e  h e a t i n g  o i l  h a s  a  s i g n i f i c a n t  

s h a r e  o f  h e a t i n g  f u e l  m a r k e t

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



M
il

li
o

n
 

B
a

rr
e

ls
 

p
er

 
D

a
y

F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t  

P a r t  3  ( c o n t i n u e d )
Implied G loba l Stock Change During W inter Quarters

_E §3_

F o u r t h  Q u a r t e r  I m p l i e d  C h a n g e

F i r s t  Q u a r t e r  I m p l i e d  C h a n g e

a91-a92 *92-'93 ,93-,94 ’94-*95 a95-a96 a96-a97 a97-a9 8 '98-'99

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



F a c t o r s  I n f l u e n c i n g  W o r l d  O i l  M a r k e t  

P a r t  4  -  O t h e r  S u p p l y  I n c r e a s e s  I n  1 9 9 7

•  O P E C  ( e x .  I r a q )  ‘ 9 7  I n c r e a s e :  9 7 7 , 0 0 0  b / d

-  P G  O P E C :  5 4 6 , 0 0 0  b / d

•  S a u d i  A r a b i a :  3 7 0 , 0 0 0  b / d  

• Q a t a r :  1 3 9 , 0 0 0  b / d

-  N o n - P G  O P E C :  4 3 0 , 0 0 0  b / d

•  V e n e z u e l a :  2 2 7 , 0 0 0  b / d  

• N i g e r i a :  1 2 9 , 0 0 0  b / d

•  N o n - O P E C  ‘ 9 7  I n c r e a s e :  7 3 2 , 0 0 0  b / d

-  A m e r i c a s :  5 1 6 , 0 0 0  b / d

-  N o r t h  S e a :  - 8 3 , 0 0 0  b / d

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9
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R e c e n t  E I A  W o r l d  O i l  P r i c e  F o r e c a s t s

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9
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T o  B e  U p d a t e d  t o  A E 0 9 9

L o n g  T e r m  O u t l o o k :  N o  I m p r o v e m e n t

W o r l d  O i l  P r i c e s  t o  2 0 1 0

•  L o n g - T e r m  

F o r e c a s t

-  L e s s  t h a n  1 %  

a n n u a l  i n c r e a s e  

i n  w o r l d  o i l  

p r i c e

-  P r i c e s  c o u l d  b e  

l o w e s t  e v e r
o i o o t o o i r j o i o o
r ^ t ^ o o o o o N O v o o ^ H

E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n M a r c h  2 3 ,  1 9 9 9



E n e r g y  I n f o r m a t i o n  -  A  C l i c k  A w a y
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Energy Information Administration
Overview Petroleum Natural Gas Coal Nuclear

Renewables Alternate Fuels International Env ironment .Forecas ts
% Electricity .

I Kune

► E-Mail Nnlification System
Sign up for automatic e-mail service for 
selected information.

► W ha t’s New  at EIA
Listing of the latest EIA information products.

► Search
To search all files on the EIA site, enter 
words or phrases, separated by commas, 
then click the "Search" button.

r

Search |

EIA is a member of Fedslats which provides 
statistics from more than 70 agencies in the 
U.S. Federal Government.

For questions about content, please contact 
the National Energy Information Center: 
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For help with technical problems, pieo. i  
contact: 

wmaster@eia doe oov
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► Special Topic: Electricity 
Restructuring 10/30/08
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10/20/08
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E n e r g y  I n f o r m a t i o n  -  A  C l i c k  A w a y

Fuel Groups
•  Energy Overview
•  Petroleum
•  Natural Gas
•  Coal
•  Nuclear
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•  Renewab les  
• Alternative Fuels
Other Energy Groups
^ International
■'Forecasts
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^ State Data 
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separated by commas then 
cliok the "Search" button below.

Energy Information Administration

Special Topic: Electricity Restructuring
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at EIA
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A l a s k a  S t a t e  L e g i s l a t u r e

HOUSE OF REPRESENTATIVES 
C o m m i t t e e  o n  F i n a n c e

State Cap ito l

P e t e r  B o g i n  J u " eau ' Alasl“ “ W iO I' " s :

Associate Director. World Oil 
C a m b r id g e  E n e rg y  R e s e a rc h  A s s o c ia te s

P eter B o g in  is a  D irec to r o f  C E R A 's  W rrld  O il T eam . H e is a lso  A ssocia te  
D irec to r o f  C E R A ’s F o ru m  for In fo rm atio n  T e c rjio lo g y  S tra teg y  (F IT S ). M r. B og in  is 
a sp ec ia lis t in w o rld  o il m ark e ts , g eo p o litic s , and . H e is a c o a u th o r  o f  C E R A ’s h ighly  
resp ec ted  W o rld  O il W atch  and W orld  O il M c r '<et A ler ts .  P rio r  to jo in in g  C E R A , he 
serv ed  at th e  In te rn a tio n a l E n erg y  A g en cy  and th e  O rg a n iza tio n  for E conom ic  
C o o p era tio n  an d  D e v e lo p m e n t.

M r. B o g in  is th e  a u th o r  o r co a u th o r  o f  several C E R A  D ec is io n  B riefs, includ ing :
L ig h t a n d  S w e e t;  E u r o p e 's  C ru d e  O il D ie t tc the  Y ear 2 0 0 0 ; In  the  D r iv e r 's  Seat:
F u e lin g  E u r o p e 's  P a ss io n  f o r  th e  D iese l Car. and O P E C  W restles  w ith  the  Q uotas.
H e is also  th e  co a u th o r  o f  the  P riv a te  Reports: O il P rices, In d u s try  C ycles, a nd  
S tru c tu ra l C h a n g e ; The N e w  E n v iro n m e n ta l E ra: T estin g  th e  M a rke t; O P E C 's  Q uota  
R ace: D e m a n d  ve rsu s  C a p a c ity ;  and S e ttin g  the Trend: The N ew  T riang le  o f  P rice  
D ete rm in a tio n .  H e is a lso  th e  e d ito r o f  the FITS S u m m a ry  o f  D iscu ss io n s  se ries  and 
co e d ito r  o f  th e  C a m b rid g e  E n erg y  F orum  E n erg y  a n d  th e  E n viro n m en t: G loba l 
Stra teg ies.

M r. B o g in  h o ld s  a  BA  from  D artm o u th  C ollege an d  is b ased  in C E R A ’s o ffic e  in 
P aris.
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D o u g  M ac In ty re  is re sp o n sib le  fo r th e  E nergy  In fo rm a tio n  A d m in is tra tio n 's  (E IA ) sh o rt­
te rm  in te rn a tio n a l o il m arket fo recast
(h ttp ://w w w .e ia .d o e .g o v  em eu  s teo /p u b /co n ten ts .h tm l). in c lu d in g  ELA's sh o rt- te rm  w orld  
o il p r ic e  fo recast w h ich  is u p d ated  m o n th ly . In ad d itio n , he  is ELA's lead an a ly s t fo r 
in te rn a tio n a l o il su p p ly  d isru p tio n  issu es .

D o u g  a lso  h e lp s  co o rd in a te  effo rts  o n  E IA 's  C o u n try  A n a ly s is  B riefs 
(h ttp ://w w w .e ia .d o e .g o v /e m e u  cab s /c o n ten ts .h tm l) w h ich  p ro v id e  an o v e rv iew  o f  the  
e n e rg y  s itu a tio n  for all co u n trie s  th a t a re  m em bers o f  the  O rgan ization  o f  P e tro leu m  
E x p o rtin g  C o u n tries  (O P E C ). n o n -O P E C  coun tries in th e  p o litica lly  vo la tile  P e rs ian  G u lf  
re g io n , m a jo r n o n -O P E C  oil ex p o rte rs , and  o th er co u n trie s  o r  regions that a re  o f  cu rren t 
in te re s t to  en e rg y  an a ly sts  and p o licy  m akers.

D o u g  h as  su p p o rted  the  EIA A d m in is tra to r and S ec re ta ry  o f  Energy in m an y  o f  th e ir  
a p p e a ra n c e s  b efo re  C o n g ress . D o u g  an d  h is co lleag u e , L ow ell Feld, p u b lish ed  an  a rtic le  
o n  O P E C  oil rev en u es in the S ep tem b er 21, 1998 issue o f  O il and Gas Jo u rn a l, a m a jo r 
in d u s try  m agazine.

D o u g  h a s  a B .S . in M an ag em en t S c ien ce /S ta tis tic s  from  the U niversity  o f  M ary lan d , and 
an  M .S . in  N a tio n al R eso u rce  S tra teg y  from  the In dustria l C o lleg e  o f the .Arm ed F o rces , 
in W ash in g to n , DC.

http://www.eia.doe.gov
http://www.eia.doe.gov/emeu
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