
20 June 19, 2016

Economy

Domestic politics slow 
Kuwait’s oil production 
expansion plans
Jareer Elass

Washington

K 

uwait is once again 
pledging to increase its 
oil production capacity. 
A senior executive with 
the state-owned Kuwait 

Petroleum Corporation (KPC) said 
that the emirate would spend as 
much as $115 billion over the next 
five years, including $76 billion on 
exploration and production, with 
the goal of increasing production 
by 1 million barrels per day (bpd) to 
4 million bpd by 2020.

Kuwait’s track record on hitting 
production capacity targets has 
been far off the mark and the fields 
it hopes to develop require foreign 
expertise, an ongoing sticking point 
with the country’s National Assem-
bly.

About 25 years ago, KPC fore-
cast in its 15-year crude expansion 
programme covering the period of 
1990-2005 that crude production 
capacity would increase to 3 million 
bpd by 2000 and 3.5 million bpd by 
2005.

In 1998, as part of Project Ku-
wait, the Kuwaiti government 
announced the emirate’s goal of 
reaching 4 million bpd of capacity 
by 2020 and sustaining that level 

until 2030. It was hoped that this 
more ambitious objective would 
lure international oil firms to help 
develop the challenging northern 
oil and gas fields that require tech-
nology and expertise beyond Ku-
wait’s ability.

However, over the years the Ku-
waiti legislature has resisted moves 
to bring foreign participation into 
the emirate’s oil and natural gas up-
stream business, declaring various 
proposals for foreign involvement 
“unconstitutional”.

Therein lies the crux of Kuwait’s 
problem. The Kuwait constitution 
excludes foreign firms from own-
ership of the country’s natural re-
sources, thereby preventing the 
common product-sharing agree-
ments that international oil firms 
prefer when making major invest-
ments to explore and develop oil 
and gas resources.

As an accommodation, KPC cre-
ated an “incentivised buy-back 
contract” (IBBC) arrangement that 
avoided production sharing and oil 
concession ownership for foreign 
companies. The ruling Al Sabah 
family agreed that the legislature 
would have the power to approve 
all IBBC contracts.

That structure was opposed by 
the National Assembly, which has 
assumed the role of protector of the 
country’s most important natural 
resources, arguing that it is in the 
interests of Kuwaiti citizens and 
future generations that foreign oil 
firms gain no control over or shares 
in the emirate’s oil and gas assets.

Flash forward to 2016: Kuwait’s 
crude production capacity is about 
3.15 million bpd, just above its tar-

get for 2000 and below its goal for 
2005. In an effort to come up with 
a mechanism to tap into foreign ex-
pertise without raising the hackles 
of the National Assembly, KPC’s 
exploration and production sub-
sidiary, Kuwait Oil Company (KOC), 
tested the waters in 2010 by signing 
an $800 million enhanced tech-
nical services agreement (ETSA) 
with Royal Dutch Shell to provide 
contract services to assist in de-
veloping the giant Jurassic natural 
gas reserves discovered in 2006 in 
northern Kuwait.

Not surprisingly, the Shell deal 
ran afoul of the legislature, which 
in 2011 launched an investigation 
into the awarding of the contract 
amidst allegations that it had been 
granted without competition. That 
investigation is ongoing and has put 
a damper on investments by other 
international firms eyeing Kuwait’s 
oil and gas upstream activities.

In 2014, KOC invited five inter-
national powerhouses — Shell, BP, 

Total, Chevron and ExxonMobil — to 
bid on an ETSA for the Ratqa heavy 
oil field development near the Iraqi 
border in northern Kuwait. The ob-
jective was to have an initial 60,000 
bpd pumping from the field by 
2018 and increase that volume to 
180,000 bpd by 2025 with an ulti-
mate target of 270,000 bpd by 2030. 
The plan stalled due to political op-
position to the ETSA.

KOC signed a less-controversial 
technical service agreement with 
BP in September 2014 in which the 
British oil major would provide en-
hanced oil recovery expertise to en-
sure that the production capacity of 
Kuwait’s giant and mature Burgan 
oil field in the south is maintained 

at 1.7 million bpd after boosting 
recovery rates through water injec-
tion.

Because the bulk of Kuwaiti 
crude production derives from ma-
ture fields, KPC and KOC have little 
recourse but to develop the emir-
ate’s northern heavy oil fields if the 
Kuwaiti government wants to sub-
stantially boost its crude output.

It is not as if the emirate does 
not have the financial resources 
to move forward with such plans. 
According to the Sovereign Wealth 
Fund Institute, as of April the Ku-
wait Investment Authority had as-
sets exceeding $592 billion.

It is doubtful, however, that Ku-
wait will hit its 4 million bpd oil 
production capacity target by 2020 
as the biggest obstacle hindering 
the Gulf state’s oil development 
progress remains domestic politics.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.

The Shuaiba oil refinery south of Kuwait City.
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S 

audi Arabia’s decision to 
invest sovereign wealth 
funds in Uber raised the 
upstart taxi service compa-
ny’s profile from a just an-

other success story to a contender 
for global domination in the trans-
portation business.

San Francisco-based Uber Tech-
nologies Incorporated on June 1st 
announced that Saudis’ Public In-
vestment Fund (PIF) had invested 
$3.5 billion, making it the largest 
single investor in the firm and one 
of the biggest investments in a pri-
vately owned start-up. Uber is val-
ued at $62.5 billion, making it Sili-
con Valley’s richest company not 
publicly traded.

As a part of the deal, PIF Man-
aging Director Yasir al-Rumayya 
was given a seat on the Uber board 
of directors, along with company 
founders Travis Kalanick and Gar-
rett Camp, among others.

“We’ve seen first-hand how this 
company has improved urban mo-
bility around the world and we’re 
looking forward to being part of 
that progress,” Rumayya said in a 
statement.

Bringing its unique business 
model to areas searching for eco-
nomic opportunities and providing 
a cost-effective method of trans-
port, Uber operates in 15 locations 
across the Middle East and North 
Africa (MENA), with plans for sig-
nificant expansion.

“In October, we committed $250 
million to the region and part of 
that was expanding into more cit-
ies in Egypt, Saudi Arabia and Paki-
stan,” Uber Middle East spokesman 
Shaden Abdellatif said.

According to Uber, Cairo is its 
largest and fastest growing mar-
ket in the MENA region, having 
expanded more than 200% in the 
last year. The technology platform 
creates more than 3,000 work op-
portunities a month, with 10% of 
the drivers in Cairo being female, a 
figure that is growing steadily.

The MENA region does come 
with challenges. For example, op-
erating in Egypt, where harassment 
of women is a widespread problem, 
prompted Uber to work with Har-
assMap, a mobile application that 
helps women report and avoid ar-
eas of high concentrations of har-
assment incidents.

“In Pakistan, we also partnered 
with Rabbt, a social [non-govern-
mental organisation] NGO, to train 
drivers against sexual harassment 
and we continue to explore ways 
with which we can develop social 
initiatives,” Abdellatif said, adding 
that Uber is working with a number 
of NGOs in training drivers to rec-
ognise and prevent sexual harass-
ment.

Uber has been operating in Saudi 
Arabia since early 2014 and, in a 
society where women are banned 
from driving, it is no surprise that 
80% of Uber’s customers in the 
kingdom are female. However, with 
the announcement of the huge 

Saudi investment in the company, 
a number of female activists called 
for a boycott of Uber to bring the 
driving debate into the spotlight.

Although the Saudi government 
did not comment on the uproar, an 
Uber spokesman told the New York 
Times: “Of course, we think women 
should be allowed to drive… In the 
absence of that, we have been able 
to provide extraordinary mobility 
that didn’t exist before — and we’re 
incredibly proud of that.”

Princess Reema Bint Bandar Al 
Saud, a businesswoman and pro-

ponent of women’s rights who re-
cently joined Uber’s international 
policy advisory board, worked to 
bring the service to Saudi Arabia. 
She said the investment by the 
kingdom is an indicator of positive 
change.

Two-income households in Sau-
di Arabia are becoming the norm, 
with a service like Uber lessening 
the burden on Saudi males, while 
giving Saudi women additional mo-
bility options.

The investment by Saudi Arabia 
is in line with its Vision 2030 eco-

nomic and social plan, which in-
cludes goals to empower women in 
the work place.

“Our experience in Saudi Arabia 
is a great example of how Uber can 
benefit riders, drivers and cities 
and we look forward to partner-
ing to support their economic and 
social reforms.” Kalanick said in a 
statement.

Uber head of operations in Sau-
di Arabia, Majed Abukhater, said 
the company hopes to increase its 
monthly number of trips 60% in 
2016.

An Egyptian driver working for Uber Transportation Company waits for customers in Cairo.
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