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T 

he price of a barrel of 
Brent crude oil ended 
2015 at around $40, lower 
for a second consecutive 
year and down further 

still from the June 2014 level of 
$100 per barrel.

Year-end commercial stocks are 
around 3 million barrels, providing 
inventories of around 300 million 
barrels higher than the past five-
year average. In terms of days of 
forward cover, the Organisation for 
Economic Cooperation and Devel-
opment (OECD) commercial stocks 
stood at around 63 days, approxi-
mately 45 days above the five-year 
average.

Global onshore storage capacity 
is almost full. Oil firms are stock-
ing inventories in tankers. Market 
fundamentals are weak, with few 
prospects for improvement in the 
short term.

The oil industry is approaching 
2016 with surplus supply, a weak 
demand growth of about 1.25 mil-
lion barrels per day, raising world 
oil production in 2016 to 94.14 
million barrels per day (bpd), com-
pared to 92.66 million bpd in 2015.

Talks between the Organisation 
of the Petroleum Exporting Coun-
tries (OPEC) and the large non-
OPEC producing countries, the 
United States and Russia, are dead-
locked. OPEC members, particu-
larly Saudi Arabia, along with the 
United Arab Emirates and Kuwait, 
refuse to cut production, asking 
that non-OPEC producers share the 
responsibility of stabilising markets 
by decreasing global oil supply. The 
gap remains wide, with no signs of 
a solution.

Gulf Cooperation Council (GCC) 
members, with a cost of production 
in the range of $10-$15 per barrel 
compared to an average cost of pro-
duction of around $30 per barrel for 
countries with non-conventional 
oil (shale oil, tight oil, deep sea and 
ocean oil), argue that they are not 
ready to continue to forfeit addi-
tional market share with their low-

cost oil. OPEC share of the market 
has decreased from two-thirds to 
one-third of the global supply.

OPEC is not a homogenous or-
ganisation. It embraces three 
groups with different interests. 
There are the countries with large 
oil reserves: Saudi Arabia, Iraq, the 
UAE, Kuwait, Venezuela and Iran. 
Their national interest, as holders 
of giant oil reserves, is to prolong 
the “oil era” as long as possible 
through a “reasonable” oil price 
that will sustain the dominance 
of oil in the global energy market. 
There are the low-reserve countries 
whose priority is high prices: Alge-
ria, Libya, Nigeria, Indonesia and 
Ecuador. There are countries with 
large gas reserves: Iran, Qatar and 
Algeria.

Decision-making in the OPEC 
Council of Ministers is influenced 
by a number of interests, tran-
scending those of a single group. 
Politics plays a large role in the 
decision-making process. For ex-
ample, the large-reserve countries 
have often been at odds with each 
other. There is the Saudi-Iranian 
conflict. In 1990, Iraq occupied 
Kuwait, destroying some of its up-
stream facilities.

The prevalence of a low-price 
scenario affects both parts of the 
Arab region’s oil industry. Accord-
ing to the Arab Petroleum Invest-
ments Corporation (Apicorp): 
“Middle East crude will keep its 
Asian stronghold in the long term, 
GCC countries will look to expand 
on their existing downstream port-
folio in Asia, while Iran, Iraq and 
the UAE rely on attractive upstream 
concessions involving Asian part-
ners. But global competition re-
mains stiff. Producers continue to 
channel their exports to the East, 
and the Middle East will need to 
adopt more creative strategies to 
secure its market share.”

Middle East oil firms are conclud-
ing multipurpose deals with Asian 
partners. Arab firms, in partnership 
with Asian oil companies, are in-
vesting billions of dollars in emerg-
ing Asian markets. Crude oil will be 
supplied to Asian refineries by the 
investing country, securing market 
share in the emerging markets. The 
Asian firms will have an opportu-
nity to invest in the Arab upstream 
sector.

Kuwait, for example, will sup-
ply Vietnamese consumers in 2017 
with petroleum products processed 
in the Nghi Son refinery and petro-
chemical complex that processes 
200,000 bpd of Kuwaiti crude 
oil. The refinery is small by global 
standards but reflects a rising trend 
of GCC petroleum investments in 
Asian countries. The plant is a joint 
venture between Idemitsu Kosan, 
one of Japan’s largest independent 
refinery firms, and state-owned 
Kuwait Petroleum International. 
The refinery deal serves Vietnam-
ese consumers. It will also open 
the opportunity for Asian oil com-
panies to join Kuwait’s upstream 
sector.

The Middle East has been the ma-
jor supplier of crude oil to the Asian 
market due to joint venture down-
stream projects between Asian and 
Arab countries. Middle East crude 
oil exports to Asia from 2010-14 
grew from 13.2 million bpd to 13.9 
million bpd.

Middle Eastern countries have 
practiced aggressive and attractive 
pricing schemes to defend their 
Asian market share. Cash-squeezed 
Indian refineries, for example, 
were given up to three months’ 
grace period, equivalent to $0.50-
$0.75 discount per barrel, according 
to Apicorp.

Sales to Europe decreased from 
2.4 million bpd to 2.1 million bpd 
during 2010-14, in the face of lower 
European demand growth and ris-
ing competition from Russia and 
West Africa. While the majority of 
Middle East crude oil is exported to 
Asia, there is more crude heading 
lately to European markets. Saudi 
Arabia sent its first cargoes to Po-
land recently, replacing Russian 
crude. More shipments are expect-

ed in the coming period, as compe-
tition over market share with Rus-
sia becomes more aggressive.

The oil scene in the United States 
has witnessed fundamental chang-
es in recent years. US refineries 
still import heavy crude oil from 
Middle Eastern countries, mainly 
from Saudi Arabia. The imports 
have been volatile. Saudi crude oil 
exports to the United States de-
clined to 1 million bpd in August 
2015, compared to 1.6 million bpd 
in April 2014.

Canada is the largest oil exporter 
to the United States, reaching a 
record 3.4 million bpd in August 
2015. Canadian exports include oil 
extracted from tar sand and con-
ventional oil.

Overall, US oil imports have de-
clined substantially, as shale oil 
production reached around 4.2 mil-
lion bpd prior to the oil price crash 
in June 2014. Low prices have led to 
a decline of investment in shale oil, 
as well as a decline in production to 
around 3.5 million bpd.

The Paris climate agreement con-
stitutes a long-term challenge to 
the Arab petroleum industry. The 
deal will attempt to reduce emis-
sions to a level that will cap the 
global average temperature to a 

rise “well below” 2 degrees Celsius 
compared to pre-industrial levels.

Some of the language in the 
agreement is legally binding within 
the UN framework. 

So, too, is the $100 billion fund 
from developed countries to assist 
emerging and developing countries 
decarbonise their energy basket, 
meaning, in effect, moving away 
from burning fossil fuels to clean 
energy sources, such as renewables 
and nuclear. The emission target is 
not legally binding and will be de-
termined by the signatories them-
selves.

The effect on the Arab petroleum 
industry is clear. Use of fossil fuels, 
both oil and gas, will be minimised 
over the long term, if all nations im-
plement the agreement.

Does the Paris agreement mean 
the end of the hydrocarbon in-
dustry? Not really. What it means, 
is that more investments will be 
made in renewable energy than 
what is already taking place, and 
less investment in the hydrocarbon 
industry. There will be a transitory 
energy period during the next few 
decades.

Walid Khadduri is an Iraqi writer 
on energy affairs based in Beirut.
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Weak fundamentals. Flames burning off excess gas are seen at 
Nasiriya oilfield in Nasiriya province, south-east of Baghdad.
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fundamentals are 
weak, with few 
prospects for 
improvement in the 
short term.

The quandary of tourism in MENA
Tunis

W 

ith the approach of 
the New Year, wish-
es of good things 
ahead are the tradi-
tion. However, to 

those Middle East and North Afri-
can countries involved in tourism 
and the companies and individu-
als who are dependent on tourism, 
“wishes” might not be enough.

There is general agreement that 
tourism is suffering in Tunisia, 
Egypt, Jordan and Turkey, despite 
the fact that these are not countries 
experiencing ongoing conflicts, 
such as in their neighbours in Syria, 
Libya and Iraq.

Yet, tourism professionals at-
tribute the region’s tourism decline 
to the perceived notion by many 
in the West that the entire region 
is unsafe. “Media (are) much to 
blame for not making distinctions 
between the conflicts in certain 
countries and the occasional ter-
rorist attack from the general nor-
malcy,” notes Malia Asfour, direc-
tor of the Jordan Tourism Board for 
North America. “The sensational-
ism in the media doesn’t help at all. 
Unfortunately, the fear factor plays 
a big role.”

The media and a lack of a counter 
narrative following various terror-
ist attacks, regardless of where they 
have occurred, increases consumer 
fear. “Islamophobia has increased,” 

notes Earl Starkey, a long-time 
Turkey specialist and the owner of 
Sophisticated Travel, an agency in 
Turkey. “Islamophobia is the chal-
lenge for all of us who sell Muslim 
countries.”

Manal Kelig, an Egyptologist and 
director of Great Wonders of Egypt 
agrees, saying: “We see closed 
minds try to rule the homelands 
of the source markets that feed the 
MENA region tourism industry.”

“What is the way back to the once 
healthy level of tourism?” she asks. 
“This is the question that tourism 
stakeholders must work vigorously 
and creatively to address.”

In the countries noted above, 
specialists indicated tourism-relat-
ed revenue drops of 50-80%. These 
types of figures differ from those 
reported by government statistics 

“but hotel occupancy rates hover-
ing around 20% tell the true story”, 
notes a North American tour opera-
tor who has long been active in Tu-
nisia’s tourism.

Statistics have been known to 
skew the real picture. “Taking into 
account the number of Libyans and 
Algerians who regularly cross into 
Tunisia can show a less dire situa-
tion,” he adds. “But this only plays 
into the lethargy of trying to com-
bat the downward spiral through 
creative marketing.”

“When there is no communica-
tion strategy, or counter narrative 
to the media reports, which too 
often take place only when nega-
tive incidents take place” the nor-
malcy that is the everyday reality in 
Egypt, Turkey, Jordan and Tunisia 
remains unknown to prospective 

travellers.
“I wish that the regional coun-

tries would increase their market-
ing and promotions and invite a lot 
of journalists,” notes Asfour. “The 
only way to combat misperception 
from the media is by taking the me-
dia to these destinations. We take 
many journalists and influencers 
from North America and all over 
the world every year to Jordan so 
that the journalists and influencers 
can experience what the country 
has to offer.”

Informing prospective travellers 
as to what a country is doing to help 
ensure safety and security is also a 
strategy that is most important in 
gaining consumer trust. Citing the 
succession of isolated terrorist at-
tacks on Egyptian soil the last five 
years, Jim Berkeley, chief executive 
officer of Destinations & Adven-
tures International, whose compa-
ny focused on Egypt for many years 
noted that: “This last incident, the 
downing of the Russian plane, ac-
tually has been the proverbial “nail 
in the coffin” for Egyptian tour-
ism, since a number of European 
nations ceased flights into Sharm 
el-Sheikh (not Cairo) but the blow 
back has affected people consider-
ing travel to Cairo as well.

“What Egypt needs to do at this 
point, rather than continue deny-
ing the obvious to protect the im-
age of its security services, is to 
admit that the plane was brought 
down by a bomb and that in fact it 
was planted by an infiltrator work-

ing at Sharm el-Sheikh Airport. This 
will show that they are truly put-
ting security in a position of prior-
ity,” Berkeley said.

The risks of MENA countries not 
aggressively tackling the rebuilding 
of their tourism industries, when 
their countries are so dependent on 
tourism for providing employment 
and revenues, has hidden dangers 
that go beyond the economic dam-
age.

Without showing the public that 
they are doing everything possi-
ble to provide the highest security 
and placing “hospitality” to foreign 
tourists as a major goal, they run 
the risk of having the Western trav-
eller misinterpret this lack of ac-
tion as the country no longer being 
tourist-oriented. With this further 
demise, the socio-economic rami-
fications of perpetual loss of jobs 
and incomes can lead to more revo-
lutions and increasing instability in 
the region.

“Not being vigorous in tourism 
marketing and failing to highlight 
security as a priority will be the kiss 
of death to a country’s tourism in-
dustry. And that,” notes the North 
American tour operator, “is where 
the dangers of the alienated gravi-
tating to alternative such as ISIS 
will only become worse.”

Jerry Sorkin is founder and 
president of Iconic Journeys 
Worldwide and of TunisUSA. He is 
a frequent contributor to The Arab 
Weekly.

Tourists sunbathe in the Egyptian resort of Sharm el-Sheikh, last 
November.
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