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Gulf should adjust 
to new oil price 
‘reality’: IMF

Islamic State rakes 
in oil earnings

OPEC nations plan 
to join UN climate 
drive

Briefs

Gulf economies need to adjust to a 
“new reality” with oil prices expect-
ed to remain low, the International 
Monetary Fund says.

Oil-rich monarchies, however, 
remain in a strong position to make 
adjustments thanks to large finan-
cial reserves amassed during years 
of firmer prices, the IMF said in a re-
gional outlook.

IMF Middle East and Central Asia 
chief Masood Ahmed said: “Not only 
this year, but for the years to come, 
these countries will need to make an 
adjustment to better balance their 
spending to the new reality of the oil 
prices.”

The budgets of Bahrain, Kuwait, 
Oman, Qatar, Saudi Arabia and the 
United Arab Emirates are facing an 
average deficit of 13% of gross do-
mestic product, Ahmed said, adding 
that their combined budget deficit 
over the next five years will exceed 
$1 trillion.
(Agence France-Presse)

The Islamic State (ISIS) rakes in up 
to $50 million a month from selling 
crude from oilfields under its con-
trol in Iraq and Syria, according to 
Iraqi intelligence and US officials.

Oil sales are a key reason ISIS has 
been able to maintain control over 
its self-declared caliphate, which 
stretches across large parts of Syria 
and Iraq. With funds to rebuild in-
frastructure and shore up fighters’ 
loyalty, ISIS has carried out exten-
sive ground fighting against its op-
ponents and withstood more than a 
year of bombardment by the US-led 
air campaign.

ISIS sells crude to smugglers at 
discounted prices, as low as $10 a 
barrel in some cases, compared to 
$40-$50 a barrel on international 
markets, four Iraqi intelligence offi-
cials told the Associated Press. The 
smugglers sell to middlemen in Tur-
key.

ISIS is believed to be extracting 
about 30,000 barrels per day from 
Syria. In Iraq, they produce around 
10,000-20,000 barrels per day. In 
total, the group is believed to make 
$40 million-$50 million a month 
from oil sales, the Iraqi officials said.
(The Associated Press)

OPEC members Iran and Saudi 
Arabia said they will submit na-
tional strategies for tackling climate 
change before a major UN climate 
meeting.

More than 150 governments have 
published plans to curb greenhouse 
gas emissions. 

The plans are meant as building 
blocks for a deal at the November 
30th-December 11th summit in Par-
is.

At talks in Germany to prepare the 
deal, delegates from Iran, Saudi Ara-
bia and Nigeria, as well as Pakistan 
and Egypt said they would submit 
plans before the Paris meeting.

“There is a sense that everybody 
is on board. I think that’s a major 
shift and bodes quite well for Paris,” 
said David Waskow of the World Re-
sources Institute think-tank.

Iran, the world’s 10th largest 
greenhouse gas emitter and the big-
gest not to have submitted, said it 
would be able to do far more to curb 
emissions if Western powers quickly 
lift sanctions imposed over its nu-
clear programme.
(Reuters)
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New challenges of Arab gas industry
Walid Khadduri

Beirut

T 

he record rise of domes-
tic power consumption 
in Arab oil-producing 
countries poses a new 
challenge to the regional 

natural gas industry.
Electricity demand is increas-

ing by about 10% a year, one of the 
highest rates globally. State-owned 
oil companies are under increas-
ing pressure to meet rising local 
power demand as well as to retain 
market share in global gas markets. 
The problem confronting the state-
owned companies lies in large sub-
sidies to electricity pricing. Low 
power prices encourage irrational 
consumption but do not necessar-
ily assist lower-income groups. In 
fact the subsidies are more help-
ful to middle- and high-income 
households.

Saudi gas to meet local 
demand

Saudi Aramco, the world’s larg-
est oil company, expects to invest 
$100 billion in natural gas projects 
over the next ten years to phase 
out direct burning of oil products 
in power plants, according to Chief 
Executive Officer Amin Nasser, 
speaking in a Climate Change Fo-
rum in Paris in mid-October. Saudi 
Arabia plans to utilise all its gas re-
sources domestically to meet rising 
local consumption. Riyadh has no 
plans to export gas.

Saudi Arabia peak power plants 
usage is during summer months, 
when air conditioning is used 24/7 
consuming about 900,000 barrels 
of oil per day (bdp), approximately 
10% of the country’s oil produc-
tion. Riyadh wants to replace burn-
ing crude oil with natural gas so it 
can export more oil. Plans call for 

gas to be used as the main fuel for 
newly constructed power stations.

The major challenges encoun-
tered by Saudi oil authorities is to 
discover new gas reserves, guide 
domestic consumers to rationalise 
the use of energy and substitute 
gas for petroleum products in pow-
er and water desalination plants 
and the petrochemical industry. 
The goal is to allocate as much 
crude oil for exports as possible, 
retaining the country’s leading role 
in global markets. Along with these 
tasks, Saudi Aramco is increasing 
oil production capacity from 10 
million bpd to 12.5 million bpd.

Qatar local power 
consumption increases 10% 
annually

Qatar’s North Field, with its 25 
trillion cubic metres (tcm) of re-
serves, is the world’s largest off-
shore gas field. Qatar is working 
with major international oil firms 
to build a large gas-fed energy 
industry using North Field gas. 
Among its partners are Exxon Mo-
bil, Shell and Total.

State-owned Qatar Petroleum 
(QP) possesses the world’s largest 
liquefied natural gas (LNG) capaci-
ty, with 77 million tons per year. QP 
is also meeting rising local power 
and water consumption as pow-
er demand increased from 28.14 
terrawatt-hours (TWh) in 2010 to 
38.69 TWh in 2014, a rise of about 
10% annually. Qatar’s desalinated 

water consumption increased from 
374 million cubic metres in 2010 to 
around 495 million cubic metres in 
2014, an annual rise of 6.8%.

QP is dealing with two chal-
lenges: First, increasing global LNG 
supplies, (US shale gas, Australia 
and offshore East Africa). These 
new export supplies are projected 
to enter the market early in the 
next decade. QP has to readjust 
its commercial strategy as new 
exports are expected to pose chal-
lenges in US and East Asian mar-
kets, the markets that Qatar had 
targeted for LNG exports. Second, 
rising domestic power and water 
consumption.

Qatar may be better positioned 
than its neighbouring states with 
its gas reserves. Rising domestic 
gas consumption has not gone un-
noticed. Gas production amounted 
to 202.7 billion cubic metres (bcm) 
in 2014. Of that amount, 158.3 bcm 
was exported and domestic con-
sumption was 41 bcm.

Algeria’s rising domestic 
consumption caps future gas 
export growth

Algeria’s state-owned Sonatrach 
started exporting gas more than 50 
years ago. Gas reserves are estimat-
ed at around 4,500 bcm, the 10th 
biggest reserves in the world. Do-
mestic demand has posted sharp 
growth in recent years, limiting ex-
ports to 50 bcm-60 bcm.

According to the International 
Energy Agency (IEA), Algerian gas 
exports are not expected to exceed 
60 bcm by 2022. With a high-end 
domestic demand scenario, they 
could even be lower than 50 bcm. 
This makes it necessary to ration-
alise domestic energy demand and 
for Sonatrach to allocate larger gas 
supplies to the domestic market, 
according to Sonatrach’s former 
director for Marketing Mustapha 
Faid.

Subsidies for domestic energy 
products are exceptionally high in 
Algeria. The gas price sold to the 
power and domestic sectors was 
$0.44 per million British thermal 
units (MMBtu) in 2014, one of the 
lowest in the world. It is $0.91 per 
MMBtu for the industrial sector, 
compared to the export price of 
$11-$12 per MMBtu in 2013-14, and 
$6-$7 MMBtu at present.

Gas pricing

The annual record rise of power 
consumption in Arab oil-producing 
countries makes it imperative for all 
the regional state-owned oil firms 
to meet the challenge, providing 
sufficient and stable gas supplies to 
the local power stations. Failure to 
do so leads to frequent power cuts, 
a phenomenon familiar in several 
Arab countries. The responsibility 
to meet this challenge requires tak-
ing necessary measures by state-
owned oil firms, the power compa-
nies and governments.

Oil firms need to find more gas, 
dedicating a large part of reserves 
to local markets. State-owned elec-
tricity companies have to modern-
ise power systems with a larger 
role played by private firms, either 
in generating power, delivering it 
or collecting tariffs through more 
technically advanced systems. 
Governments are called upon to 
review the subsidies for electricity 
prices.

A policy review should be under-
taken in oil-producing countries 
addressing the following ques-
tions: Which social group benefits 
most from subsidies? What is the 
effect of low power prices on the 
country’s investments in renew-
able energies? Are low power pric-
es aiding local industry to be more 
competitive?

Walid Khadduri is an Iraqi writer 
on energy affairs based in Beirut.

The record-rise of 
domestic power 
consumption in Arab 
oil-producing 
countries poses a 
new challenge to the 
regional natural gas 
industry.

A BP worker at the Tiguentourine Gas Plant in In Amenas, 1600 kilometres south-east of Algiers, on January 31, 2013.


