
By NJ Watson

AA
CTING Opec secretary-general
Adnan Shihab-Eldin has denied
accusations that his organisa-
tion acts in an untransparent

manner. He also said Opec has and will
continue to do all it can to meet the
world’s oil-supply needs. 

“It’s not fair to say that the data is not
transparent, that we are holding back
something that we have and we are
holding it back intentionally,” said
Shihab-Eldin at a press conference here
yesterday. “This is not the case.” He
added: “We have been as transparent as
you can expect. Where it can be
improved, we will continue to work to
improve it.”

Shihab-Eldin was responding to calls
by UK finance minister Gordon Brown
and Paul Boateng, the UK’s High
Commissioner to South Africa, to be
more transparent. G7 ministers claim the
tendency of producers to withhold infor-
mation about reserves could be adding to
volatility in oil prices. 

He said Opec publishes reserves figures
every year in its annual statistical bulletin
and shows how much growth there has
been in production capacity. 

Following Opec’s Vienna meeting nine
days ago, Shihab-Eldin said Opec pub-
lished details of the output capacity
increases it is planning for the next five
years. plans are to raise capacity to 38m
barrels a day (b/d) – 5.5m b/d more than the
cartel can pump now. “And we even did it

country by country,” said Shihab-Eldin.
G7 ministers also identified other

actions that are needed to bring prices
under control, including greater output
from countries with spare capacity and
more investment in exploration and pro-
duction (E&P) and refining capacity. 

But Shihab-Eldin said Opec has consis-
tently responded to calls for increased out-
put. At the recent Vienna meeting, Opec
was open about its available remaining
capacity, he claimed. He said the organisa-
tion had made clear it had 2m b/d of spare
oil capacity – mostly heavy, sour crude
from Saudi Arabia – and that the group had
made this available to the market. 

Going forward, some critics have ques-
tioned whether Opec members have the
financial resources to meet forecast
demand of 110m-115m b/d by 2025. But
Shihab-Eldin claimed Opec has, in the
past, demonstrated its ability to meet
demand and will and continue to do so. 

The problem, he argued, is not with
Opec members’ ability to make the neces-
sary investment, but that countries don’t
want to invest for forecast demand in
2015 when it is not certain what the
demand picture will look like. 

“We have committed ourselves to
expanding production capacity to 38m
b/d of crude by 2010 and we stand ready
to increase that further by 2015 and 2025
provided we are certain the demand is
there,” said Shihab-Eldin. 

He said producers and consumers need
to engage in a “serious dialogue” about
what the oil-demand picture will look like
in the long term.
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Opec denies charge of
untransparent behaviour

Claude Mandil (left), executive director of the IEA, and acting Opec secretary-general Adnan
Shihab-Eldin, take a break from serious dialogue

By NJ Watson

RUSSIA’S gas monopoly, Gazprom, has
reached a deal to acquire the 73% stake
in Sibneft held by Roman Abramovich’s
Millhouse Capital, for $13bn. 

With the 3% stake it already holds,
Gazprom now owns 75.6% of Sibneft,
the country’s fifth-largest oil producer.
The deal gives the government control of
about 25% of Russia’s 9.5m barrels a
day (b/d) of oil production. Gazprom
already controls 20% of the world’s nat-
ural gas production.

State regaining control 

The deal is a step towards the Kremlin’s
goal of regaining state control of the oil
assets sold off controversially during the
1990s and creating a company along the
lines of Saudi Aramco. It also allows
Abramovich to pull his money out of
Russia, which has become an increasing-
ly hostile place for the so-called oligarchs
to do business. 

The deal will be Russia’s largest-ever
corporate take-over and Gazprom has
lined up a record $12bn syndicated loan
from Western banks to fund the deal. 

Gazprom
buys Sibneft

Shihab-Eldin told dele-
gates Opec has consis-
tently responded to calls
for increased production

PetroSA and the US’Pioneer Natural
Resources are to develop South
Africa’s offshore South Coast gas-
fields to supply PetroSA’s Mossel Bay
GTL plant. Production is expected to
start in the second half of 2007 and
increase to an average of 100m cf/d
and 3,000 b/d of condensate “over the
initial phase of the project through
2012”. The South African company is
the operator, with 55%. Pioneer holds
the remaining 45%.

News in brief
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By Tom Nicholls

SOARING engineering, procure-
ment and construction (EPC) costs
and the need to develop its reserves

at a measured pace are the reasons behind
Doha’s decision to put all unsanctioned
proposals for gas developments on hold,
Abdullah Bin Hamad Al-Attiyah, Qatar’s
energy minister, said yesterday. 

The country has seen a doubling in
EPC and rig costs in the last 12 months
alone, Al-Attiyah told journalists after
chairing yesterday’s plenary session –
natural gas in the global energy picture. 

The “unbelievable” rise in the price of
materials, fabrication and drilling is one of
the factors behind the government’s deci-
sion to put a temporary halt to new projects
and to focus on its liquefied natural gas
(LNG) projects, rather than less-profitable
ventures, such as gas to liquids (GTL). 

In addition, the country’s energy sector
already has a heavy workload. It is plan-
ning to ramp up gas production to 25bn

cubic feet a day (cf/d) by around the end
of the decade, Al-Attiyah said, and he
described the speed and scale of the coun-
try’s gas development as a “miracle”. 

But engineers and scientists at Qatar
Petroleum want to see how the North
Field – which, with estimated reserves of
900 trillion cf, is the world’s largest gas-
field – responds to such intensive produc-
tion to ensure optimal reserves life and
performance. “We have to manage our-
selves to ensure that all logistics are
implemented carefully,” said Al-Attiyah. 

GTL delays

Decisions on three GTL projects that were
due to come on stream in 2010-2011 and
one gas pipeline have been delayed indef-
initely. But Doha, revelling in its status as
the world’s emerging gas superpower, is
forging ahead with LNG development. 

The country will be shipping some 77m
tonnes a year (t/y) of LNG by 2010, says
Al-Attiyah – an increase of more than

50m t/y on its 2005 output – and by next
year, it expects to become the world’s
largest LNG supplier. 

Qatar: Gas projects on the back-burner

Abdullah Bin Hamad Al-Attiyah, Qatar’s ener-
gy minister. The speed and scale of the coun-
try's gas development is a ‘miracle’

By Tom Nicholls

TT
HE NATURAL gas business is at
a “tipping point” that will see it
shift from an industry based
“almost solely on dedicated proj-

ects and long-term contracts” into a
“global commodity market”. That is the
view of John Gass, president of
Chevron’s global gas division, who spoke
at yesterday’s plenary session on the part
natural gas will play in world energy. 

His message was reinforced by George
Verberg, president of the International
Gas Union. Liquefied natural gas (LNG)
“is coming into a position that will knit
together regional gas markets into a
global market”, he said at the same meet-
ing. “It will do away with traditional
market patterns.” 

Global energy demand is expected to
grow by nearly 50% in the next 20 years,
but the “real growth” will occur in gas,
with demand soaring by 70% over that
period, said Gass. “The future of the ener-

gy industry can be summed up in two
words: natural gas.” 

Chevron itself is focusing on building
its share of that market. Although neither
Chevron nor Texaco was a gas heavy-
weight, since the merger Chevron has
rapidly developed its gas business, which
was recently enhanced by its acquisition
of gas-focused Unocal. 

But building the LNG, gas-to-liquids
plants and long-distance pipelines that
will enable the world to diversify its ener-
gy portfolio will be no easy task, said
Gass, adding that there should be an
“unrelenting focus” on lowering costs
and reducing cycle times. 

Managing costs

With an estimated $100bn of investment
a year required in the gas industry
between now and 2030, “it is absolutely
critical that costs be managed aggressive-
ly from start to finish.” Because of the
scale of projects, “even small cost over-
runs can be huge in absolute dollar
terms,” he said. And he added that this is
especially relevant now because the
“unprecedented number” of projects on
the drawing board is putting great
demand on contractors and suppliers,
driving up costs and putting project
schedules under pressure. 

Gass said that even if natural gas proj-
ects have historically taken a long time to
bring to fruition, “we cannot let the past
define the future. Reducing cycle time is
necessary if we’re going to keep up with
the huge global demand.” 

He also called for an investment envi-
ronment that ensures stable long-term
returns. “We cannot succeed unless
investors have confidence in the rules of
the game.” 

Chevron gas chief:
natural gas set for
global take-off

Gass on gas: the natural gas business is at a
“tipping point”

By NJ Watson

ENERGY industries in the developing and
developed worlds are facing different prob-
lems in employing young people, although
the oil services companies’ more global
approach to the problem appears to be pay-
ing dividends, delegates heard yesterday. 

One of the messages to emerge from a
packed roundtable discussion on recruit-
ing young people to the oil business was
that OECD countries are doing a reason-
able job of recruiting graduates from uni-
versity, but that they are failing to encour-
age enough school leavers to study sci-
ence at university. 

The main reason for this failure appears
to be the negative image of the industry in
the minds of young people, in terms of
the oil business’ social and environmental
effects. The problem for the developing
world appears to be the opposite: there
are substantial numbers of technical uni-
versity graduates joining the industry, but
they are leaving soon after because there
is a lack of opportunities to advance. 

A degree of disillusionment

“The people who are recruited into the
industry find a degree of disillusionment
fairly quickly because career-develop-
ment expectations are not met. The job
opportunities are not fast enough or not
interesting enough,” said Peter Newman,
global leader of oil and gas at Deloitte. 

The problem for the industry globally
is, therefore, not so much that there is an
overall shortage of capable people, but
that they are in the wrong place.

To remedy this, the panellists suggested
that oil companies should follow the lead
of the oil services companies, which bring
qualified people in developing countries
into their organisations initially at local
level, but with the intention of deploying
them later at an international level. 

The 18th Congress of the WPC is also
doing its part to tempt young people into

a pursuing a career in the industry. 
The South African National Committee

(SANC) has proposed a plan – endorsed
by the WPC – to create a scholarship fund
out of any money left over from the
Congress budget that will help finance at
least five students a year who wish to pur-
sue energy-related subjects at university. 

Sej Motau, chairman of the board of the
18th Congress, said the intention is to
approach all the member companies of
the WPC and invite them to make addi-
tional contributions to this fund.

“We hope that with their support this
fund will have a substantial amount of
money and so that long after the 18th WPC
Congress has ended we will still be able to
say this is what the Congress left for the
people of South Africa,” said Motau. 

The 18th WPC Congress also helped
arrange sponsorship from companies to
pay for around 100 young students to
attend the gathering. Many, such as Chaole
Matjeka, a computer-science student from
Eastern Cape, described the Congress as a
“marvellous” opportunity to find out about
different career paths available. However,
others such as Malatsi Peter of the
University of Limpopo and Vusi Mkhize of
Mangosuthu University of Technology
pointed out that many energy companies
could do more to offer attractive entry-
level positions to graduates. 

Industry faces uphill struggle
to attract and retain youth

The wisdom of youth. A student from the
Federal University of Santa Catarina, Brazil
addresses delegates yesterday



It took us 125 years to use
the first trillion barrels of oil.

We’ll use the next trillion in 30.

CHEVRON is a registered trademark of Chevron Corporation. The CHEVRON HALLMARK and 
HUMAN ENERGY are trademarks of Chevron Corporation. ©2005 Chevron Corporation. All rights reserved.

Energy will be one of the defining issues of this ce
ntury. One thing is clear:

the era of easy oil is ov
er. What we all do next will determ

ine how well we

meet the energy needs of the entire world in this century and beyond.

Demand is soaring like never before. A
s populations grow and economies

takeoff,millions inthedeve
lopingworldare

enjoyingtheben
efitsofa lifestyle

that requires inc
reasing amounts of energy

. In fact, some say that in 20
years

the world will consume 40%more oil than it does today. A
t the same time,

manyof theworld
’s oil and gas fiel

ds arematuring. Andnew
energy discover

ies

are mainly occurring in places where resources are difficult to extract,

physically, econ
omically and even politically. When growing demand meets

tighter supplies
, the result is more competition for the same resources.

We can wait until a crisis forces us
to do something. Or we can commit to

working togeth
er, and start by asking the tough questions: How

do we

meet the energy needs of the developing world and those of industrialize
d

nations?What role will ren
ewables and alt

ernative energi
es play?What is

thebestwaytop
rotectourenviro

nment?Howdoweaccelerate
ourconservation

efforts?Whatever actions
we take, wemust look not just

to next year, but
to

the next 50 years.

At Chevron, we
believe that innovation

, collaboration and conservation are

the cornerstones on
which to build this new world. We cannot do this alone.

Corporations, g
overnments and every citizen of this planet m

ust be part of

the solution as surely as the
y are part of the

problem. We call upon scientists

and educators, polit
icians and policy-makers, environm

entalists, leader
s of

industry and each one of you to be part of reshapin
g the next era of energy.

So why should you care?



Issue 4 Thursday 29 September 2005 News

www.wpc-news.com 4

By NJ Watson

THE OIL industry is seriously under-
estimating the potential of renew-
able energy and it may be doing so

at its own peril, Christopher Flavin, pres-
ident of the Washington-based
Worldwatch Institute, claimed yesterday.

Energy derived from renewable sources
is not yet a significant part of the solution
to the energy issues that the world faces.
But Flavin, speaking at the pleneray ses-
sion on renewable energy, said the renew-
ables sector has reached a “tipping point”
similar to that seen in the oil business 100
years ago, when, in little more than a
decade, oil became the dominant fuel
source and ushered in the era of oil. 

However, Antonio Brufau, chairman
and CEO of Repsol YPF, pointed out that
the annual growth rate of renewables
between 1990 and 2003 was only 1.1% –
lower than the 1.4% growth in overall
energy consumption during the period. In
2003, 83% of energy consumed by
OECD countries was derived from fossil
fuels, compared with only 5.6% from
renewables.

Said Brufau: “We cannot say yet that
renewables form a significant part of the
solution.”

However, Flavin said that between
1994 and 2004, the oil business grew by
less than 2% a year. By contrast, wind
power’s annual growth rate was 29%
over that period while solar’s was 23%.
And he asked delegates whether they
would rather be in an industry with a 20%
market share and an annual growth rate of
2% a year or an industry with a 2% mar-
ket share growing at 29% a year. 

consistent, supportive policy 

Jeremy Bentham, vice-president of
Royal Dutch Shell’s global hydrogen
businesses, said a consistent, supportive
government policy such as that seen in
Germany is essential to developing the
business, because “stop-start support
equals a stop-start industry”. In
Germany, feed-in tariffs that put elec-
tricity from renewable sources into the
grid as a matter of priority is a central
plank of the country’s attempt to pro-
vide at least 12.5% of its electricity
from renewable sources by 2010 and
20% by 2020.

Don’t underestimate renewables,
says environmental research body 

By NJ Watson

WITH fuel consumption in the
developing world expected to
increase dramatically over the

next four decades, countries need to cre-
ate their own solutions for reducing air
pollution and carbon emissions. That was
the message from car manufacturers and
refiners at a roundtable this week. 

Shell predicts that global fuel consump-
tion will rise from 1.7bn tonnes a year
(t/y) to 4.5bn t/y by 2050, with most of
the increase coming from the developing
world. Therefore, it is essential that those
countries find solutions to the associated
environmental problems. 

However, “blind conformity to all
aspects of European standards does not
make sense,” Johan Botha, general man-
ager of technology at Sasol, told dele-
gates. “Cleaner fuel will not make a dirty
vehicle clean,” he said. 

Sandrine Dixson-Decleve, a director
at the International Fuel Quality Centre,
agreed that developing countries should
develop country-specific solutions for
reducing air pollution and carbon emis-
sions because copying the solutions of
other countries would probably be
unsuitable, given the unique problems
that many countries in places such as
Africa face. 

South Africa is taking steps to address
pollution. From the start of next year, it
will set new standards for emissions based
in part on the so-called Euro 2 standards of
emissions – introduced in Europe in 1996.
From 2006, the sulphur content of South
African diesel must fall from a maximum
of 3,000 ppm to a cap of 500 ppm. 

Move to cleaner fuels

Meanwhile, given that gasoline and
diesel will play a major role in powering
vehicles until at least 2030, carmakers
and refiners will inevitably look to clean-
er fuels such as gas-to-liquids (GTL) and
biomass-to-liquids (BTL). 

According to Jean-Jacques Mosconi,
senior vice-president of refining strategy
and development at Total, GTL and BTL
are seeing heightened interest because of
high oil prices and because the European
market is short of diesel. However, the
global share of diesel derived from BTL
is expected to remain limited, at just 3-
5% by 2020. “Even that may be opti-
mistic,” said Mosconi. 

John Gass, head of gas at Chevron, a
major GTL investor, says GTL has a real
opportunity to penetrate the European
market. Over the longer term, there is
potential for GTL sales to the US and
Asian markets.

Developing world needs its
own solutions for cleaner air

By Tom Nicholls

EEXXONMOBIL’S oil production from
Africa will soar by 40% to 1m barrels

a day (b/d) in the next five years as major
projects in Nigeria and Angola come on
stream, said Neil Duffin, ExxonMobil’s
vice-president for Africa. 

In an interview with 18WPC News,
Duffin said about a quarter of the compa-
ny’s capital spending is being directed at
African projects and that the firm is now
producing over 0.7m b/d across the conti-
nent – nearly a third of group output. 

Among the big projects that will con-
tribute to the capacity additions is
Angola’s Kizomba C. Duffin says the
company is “finalising the design” for the
development and is hoping to bring the
field on stream at about 150,000 b/d in

2008 or 2009. Nigeria’s Erha project
should be flowing 150,000 b/d next year. 

But the company is not just focused on
the big, established plays and has frontier
acreage – in Madagascar and São Tomé e
Príncipe – in its portfolio. “That shows
how important the African continent is to
ExxonMobil,” said Duffin. 

Flows through the Chad-Cameroon
pipeline, which came on stream five
months ahead of schedule just over a year
ago, are about 170,000 b/d. That will be
supplemented with 20,000 b/d from the
Moundouli field next year. However,
there will also be some decline in produc-
tion, Duffin said, adding that there had
been “more water production than we
would have normally expected”. He said
the aim is to get the total back to 200,000
b/d through stimulation work. 

The supermajor is also involved in the
continent’s fast-expanding liquefied natu-
ral gas (LNG) business. It is in the “very
early stages” of planning an LNG plant in
Nigeria. ExxonMobil-led Bonny LNG will
have a capacity of 5m tonnes a year (t/y)
and should be up and running shortly after
2010. It is also an investor in Angola LNG
plant at Soyo, which is early phases of
design. Project leader Chevron says the 4m
t/y facility should start up some time in
2010 and expects to take a final investment
decision some time next year. 

ExxonMobil puts faith, 
and cash, in Africa

Energy derived from renewable sources is
not yet a significant part of the solution to the
energy issues that the world faces

The beginning of the 1,000 km Chad-
Cameroon pipeline.  Esso Photo
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By Lord Browne, group chief
executive, BP

BB
P HAS always been an interna-
tional business, right from its
first oil discovery in Persia in
1908. But as the market has

become more global, major companies
have also had to become global. With this
new reach has come breadth – BP is now
a major player in the gas and solar power
businesses, as well as the oil industry.
Being big is not a virtue in itself, but if a
company wishes to compete effectively
in a global market, size is a necessity. 

At all levels, proper delegation is about
individuals, not committees. It is about
establishing single-point accountability.
This is easier said than done. It requires
people who have the competence to take
the actions that are necessary – and they
must be selected on merit.

To get the best from such a system, it is
necessary to create a culture that encour-

ages people to seek out the best knowl-
edge. One of BP’s most successful exam-
ples of this has been its Project Academy,
which was set up in 2003 with the Sloan
School of Management and the School of
Engineering at Massachusetts Institute of
Technology (MIT).

Yet, however neat the structures, events
always intervene. So a good management
framework has to include mechanisms
that allow adaptation.

Role of leadership

Only leaders can take decisions based on
fast-moving developments and apply the
values of the company – in terms of the
treatment of people and the environment,
external relations and business ethics.
Since the mid-1990s, the BP emphasis
has been on decentralisation. But there is
also a need to maintain standards and
ensure consistency of standards across
the company – which involves a degree
of central control. 

For costly long-term projects, there will
have to be mutual advantage between all
the parties involved – companies, govern-
ments, local communities and employees.
Long-term projects are the dominant
characteristic of our industry – the devel-
opment of Prudhoe Bay is a 50-year proj-
ect – and explain why relationships
always need constant care.

We already see what technology can do
in this area – from the improvements the
industry has made in reducing waste, rais-

ing energy efficiency and eliminating gas
flaring. CO2 capture and storage, while
not a new idea, is one of those potentially
game-changing technologies that could
allow fossil fuels to provide a bridge into
the very long-term future. 

New technologies such as these will be
successful when the countries involved
have the capacity to manage them suc-
cessfully. Business has a great role to play
in helping achieve this. It can support
education and provide a lead in terms of
the way companies behave. The best
example of this is transparency, which is

the only possible basis for the develop-
ment of long-term mutual advantage.
That is why BP publishes what it pays. 

The world will not allow itself to
become dependent on a tiny number of
suppliers for products. Nor do I believe
the world will tolerate the risks associat-
ed with global warming. As an industry
we would not be fulfiling our purpose if
we allowed a pattern of dependence and,
therefore, insecurity, to develop. We
should look for other solutions, which are
most likely to be found through the appli-
cation of technology. 

The challenge is to put the various tech-
nologies together – in particular, the tech-
nology of converting different forms of
hydrocarbons into fuel and the challenge
of capturing and storing CO2 safely.
Once this is achieved, we could produce
energy with much reduced levels of emis-
sions, while also shifting the geographic
pattern of activity.

Achieving technical excellence

Lord Browne, group chief executive, BP

A longer version of this article can be
found in  The Fundamentals of the Oil
and Gas Industry, 2005
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By Martin Quinlan 

AAWELL DRILLED in the northern part
of the North Sea in August discovered

gas and appears to have established a new
– and very shallow – geological play for
Norwegian waters. 

Hydro, the operator, said its 35/2-1
well had “proved a large gas deposit and
chances for a commercial development
are considered good”. The discovery,
Peon, lies about 130 km north of the
Troll field and well south of Ormen
Lange, in an area where there are no pro-
ducing fields. The discovery – in water

384 metres deep – was made at a depth
of only 687 metres below sea-level, the
Norwegian Petroleum Directorate
(NPD) says. This makes the Peon struc-
ture the shallowest ever drilled in
Norwegian waters. 

A new model

“The find represents a whole new explo-
ration model,” Hydro says. Lars Christian
Alsvik, director of the firm’s Exploration
Norway business sector, adds: “The
results of the exploration well, combined
with Hydro’s large ownership share in the

area, are very positive.” Peon “lies in a
little-explored area [and] verifies a new
exploration model”. The firm plans to test
the find next year. Meanwhile, the dis-
covery rig moved to the Troll field to drill
a production well. 

Peon lies in the 318 licence, held by
Hydro, 60%, the state’s Petoro, 20%, and
Idemitsu, 20%. The discovery could lift
the prospects for the Agat find, just to the
east of Peon. Agat is a gas-condensate
discovery, made in 1980 by Saga (since
acquired by Statoil and Hydro). The NPD
classifies the field’s prospects as “devel-
opment not very likely”. 

Shell: Regaining 
shareholder confidence
Interview with Jeroen van der Veer,
chief executive of Royal Dutch Shell.

Q More than a year on, has Shell final-
ly put the reserves crisis behind it?
A We have made real progress over the
past year in putting the reserves issues
behind us. Also the good operational and
financial results we have reported have
gone a long way towards helping us
regain shareholders’ confidence. Of
course, we still have more to do. We need
to continue to focus on delivering our
strategy of more upstream and profitable
downstream as well as improving our
project management to ensure we can
meet the challenges ahead. But I hope
shareholders will recognise the progress
we have made in a relatively short time. 
Q How will the Shell unification
process affect the company? 
A The key advantages of the unified com-
pany are clarity, simplicity, efficiency and
accountability. That starts at the top. The
new structure also makes it clearer where
the power to take decisions lies and that
will help us to make speedier and better
decisions. It’s also very clear where the
buck stops – with me – and that’s a very
clear line of accountability. 

Upstream commitment

Q In the 2004 strategic review there
was a fresh commitment to upstream
work and exploration. Do you still see
this as the backbone of the business?
A Our strategy is more upstream and
profitable downstream and both elements
are vital. However, there is a very strong
focus on upstream and exploration and
that’s where most of our capital expendi-
ture is directed. We’ve made some good
progress in this area with some very
encouraging exploration successes this
year. But we do still have some chal-
lenges in the E&P business, especially in
improving project delivery. 
Q Sakhalin in Russia’s far east is one
of Shell’s flagship projects, yet this
appears to have run into budgetary
and timing problems. Can you explain
what has gone wrong? 
A Sakhalin-2 is probably the largest inte-
grated oil and gas project under develop-
ment in the world. It’s disappointing that
we’ve had to announce cost overruns on
the project, but we’ve put in place a num-
ber of actions to improve project man-
agement. That includes an increased
focus on contract management, rein-
forced budget and cost control systems,
and a further strengthening of the man-
agement team.
Q With new LNG projects recently
announced for Qatar, Nigeria and
Libya – and with production up and
running elsewhere – to what extent is
Shell becoming a gas business?
A Around 40% of our production is gas
and we expect that to grow. We have a
very successful track record in the gas
business, with a leading position in LNG,
where we have projects approved to
deliver 14% growth over the next five
years. These include the projects in
Qatar, Nigeria and Libya, as well as the
fifth train for North West Shelf LNG in
Australia. We’re also working on a
potential natural-gas development in
Ukraine and have the go-ahead for the
Changbei project in China. 

Norway: New find, new geology
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Charting a growth strategy
By James Gavin 

II
NDIA’S booming economy has been
identified as one of the prime sources
of the demand growth that has left
global oil markets on a knife-edge. 

This vibrant economic performance has
proved a conundrum for a country that
holds 15% of the world’s population, but
less than 0.5% of global hydrocarbons
reserves. According to a new study from
the Petroleum Federation of India,
Fuelling India’s Growth – Vision 2030,
the “petroleum sector needs not only to
gear up for the desired growth, but also to
fuel the economy more efficaciously”. 

Already dependent on imports for 75%
of its fuel needs, India has found neces-
sity to be the mother of invention. The
Ministry of Petroleum & Natural Gas is
evolving an ambitious strategy to grow
its hydrocarbons base and meet future
energy needs. This centres on an intensi-
fied domestic exploration and produc-
tion (E&P) programme, unveiled in
1997, as well as the introduction of new
technology in the country’s deep water
and increasing recovery rates from exist-
ing fields. This is buttressed by domestic
oil companies’ steady acquisition of
overseas assets.

Attractive location for IOCs

New licensing terms have made the
Indian upstream an increasingly attractive
location for international oil companies,
which enjoy 100% ownership rights.
“The petroleum sector is the most glob-
alised sector of the Indian economy.
There are now virtually no restrictions
and as far as E&P is concerned, we not
only welcome foreign capital, but are also
actively seeking it to make E&P more
attractive for foreign investment,” says
the minister of petroleum and natural gas,
Mani Shankar Aiyar. 

Despite E&P successes, the gap
between demand and supply continues to
widen. India’s oil consumption increased
by 5.5% to 2.6m barrels a day (b/d) in
2004 and remains on a sharp upward tra-
jectory – although domestic production is
unlikely to rise substantially above the
0.82m b/d it averaged in 2004. 

This has put the onus firmly on secur-
ing new sources of supply. “Overseas
equity oil and gas acquisitions are very
important objectives for the country,”
says Subir Raha, chairman and managing

director of Oil & Natural Gas
Corporation (ONGC). India’s largest
upstream player, through its subsidiary
ONGC Videsh, has invested around $1bn
a year in the last four years in taking equi-
ty positions in overseas acreage.

India also faces a growing natural gas
deficit, which has prompted a series of
moves to diversify its supply options. Gas
consumption has risen more rapidly than
any other fuel and is forecast to account
for 15% of the energy mix by 2006-2007.
Last year alone, gas consumption grew by
7%. With several power projects due to
be set up across northern India over the
next 10 years, gas demand is projected to
reach 1.2 trillion cubic feet a year (cf/y)
by 2010, from around 1 trillion cf now.

LNG advances

Four LNG import terminals – at Dabhol,
Dahej, Hazira and Kochin – are at
advanced stages of development.
Additionally, Gas Authority of India is
doubling capacity on its main domestic
pipeline network. These facilities will
process the significant new gas deliver-
ies from planned pipeline projects and
LNG import schemes, sourced from
India’s array of gas-rich neighbours.
Earlier this year, the country signed a
multi-billion dollar agreement with Iran
to import 5m tonnes a year (t/y) of LNG
for 25 years, from 2009, with an option
to increase this by 2.5m t/y. 

The strong relationship that the gov-
ernment has established with Iran has
also improved the chances of an ambi-
tious pipeline venture, to carry Iranian
gas through Pakistan to India, getting off
the ground. 

“We expect to have a gas deficit of
200m cf/d by 2025 and while we may be
able to meet some of this requirement
with pipeline supplies from Myanmar
(Burma) and Turkmenistan, prima facie,
it would appear the main source for such
a large quantity of supply would be
Iran,” says Aiyar. 

The recent progress on the Iran gas
pipeline has fed a belief it might prove the
first stage in a wider plan to make India
the apex of a regional network of oil and
gas pipelines, similar to those that exist in
Europe and North America. “Any such
endeavour requires an ultimate vision.
That vision is for an Asian oil and gas
community based on a pipeline grid that
would seamlessly link producing and
consuming centres,” says Aiyar. 

Investment in refining 

Another key part of India’s strategy is
centred on the booming midstream and
downstream sectors. India has ramped up
investment in refining and it is poised to
grow by around half in the next two to
three years, to around 3.4m b/d. This has
led to large products surpluses in the

domestic market and boosted prospects
for exporting products such as gasoil and
gasoline. “India could become an export
hub for products markets in other parts of
the region, particularly southeast and east
Asia,” says Aiyar.

In this endeavour, India is seeking the
participation of foreign operators, which
enjoy 100% investment rights in the
country’s refining sector. 

The country’s domestic energy giants
are also primed to meet these challenges.
They already have substantial ballast in
the market, with the five main public-sec-
tor undertakings, ONGC, IndianOil,
Hindustan Petroleum and Bharat
Petroleum – along with privately owned
Reliance – figuring prominently in the
Fortune 500 list of the world’s biggest
companies.  

New licensing terms have
made the Indian
upstream an increasingly
attractive location for
international oil firms

Despite E&P successes, the gap between demand and supply continues to widen

Mani Shankar Aiyar, minister of petroleum
and natural gas
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By Tom Nicholls

““II
LOATHE the ‘S’ – I don’t
know what it’s doing there.”
Geoffrey Chandler, founder
chair of the Amnesty

International UK Business Group
(AIUKBG), is talking about the middle
initial of CSR – corporate social respon-
sibility. John O’Reilly, also a member of
AIUKBG, is similarly scathing. “The
term CSR is like a big blancmange that
wobbles around.”

When it comes to the oil industry, the
views of Chandler and O’Reilly carry
weight. Chandler is an ex-director of
Shell International, while O’Reilly
worked for BP and did a three-year stint
in Colombia in the mid-to-late 1990s –
the place and time of one of the greatest

controversies in the firm’s history.
The inclusion of the word social, says

Chandler, gives the phrase a whiff of
voluntary philanthropy – something that
can be used as a public relations smoke-
screen to mask unacceptable standards
elsewhere. “You may have sweat shops
and exploitative child labour in your
core operations, but you build a big com-
munity development and people praise
you for it.” CSR, he says, “ought to be
about the application of principle – the
way you treat your people, the environ-
ment and communities.” Says O’Reilly:
“The term CSR is a distraction. It does
not get to the root issue.” 

Issue-specific debate

The hope of various campaign groups is
the CSR debate will become more
sophisticated and focus on specific
issues. The IBLF’s CSR Forum lists
these as: human rights, labour and secu-
rity; enterprise and economic develop-
ment; business standards and corporate
governance; the promotion of health and
education; human disaster relief and
environmental protection.

Companies have become adept at talk-
ing generally about CSR, but, says
O’Reilly, too few assign the same impor-
tance to enforcing reasonable CSR stan-
dards at an operational level as they do,
for example, to the commercial aspects
of their projects. 

“Engineers, marketing executives and
construction workers have targets and
dates to work towards. CSR should also
be an integral part of the project process
from a very early stage,” says O’Reilly. 

Many oil companies have started to
take this message on board. BP, Shell,
Statoil and Talisman Energy are widely
acknowledged to be leaders in analysing
how their operations affect local com-
munities. And companies are being
much more open about this aspect of
their business. A recent report by
KPMG found that 52% of the oil and
gas firms surveyed publish separate

reports on CSR activities compared with
under 40% three years ago.

“Along with other industrialised sec-
tors, the oil and gas sector has always
been one of the better sectors when it
comes to reporting on its CSR activities,
but it does appear there has been a con-
certed effort in recent years to further
improve its performance,” says James
Stacey, of KPMG’s Global Sustainability
Advisory Services group.

Most companies agree there is an
incontrovertible business case for acting
responsibly. Responsible behaviour gives
the company its so-called licence to oper-
ate. But it can do much more than that,
including enhancing brand and generat-
ing greater customer loyalty. 

Matt Taylor, BP’s corporate-responsi-
bility manager, says: “Increasingly, as we
go into developing countries, there’s a
strong link between community relations,
and risk and reputation.” 

Taking a lead

Of the national oil firms, Brazil’s
Petrobras has taken a lead, signing up to
the UN’s Global Compact (UNGC), put-
ting social responsibility into its mission
statement and encouraging firms from
which it purchases goods and services to
adopt similar standards.

In addition to the often-considerable
effect large oil operations can have on
entire economies, various companies –
BP, Shell, Schlumberger, Petrobras and
Statoil being prime examples – have
policies of maximising local economic
growth by using as many local employ-
ees, contractors, goods and services as
possible. 

Although not enshrined in law, guide-
lines for corporate behaviour exist and
continue to be honed into universally
accepted standards. Several landmark
programmes, bringing together govern-

ments, companies and NGOs, combine
to provide a code of conduct, covering
various areas of CSR, to which many oil
firms say they will adhere. They include
the Extractive Industries Transparency
Initiative (EITI) and the Voluntary
Principles on Security and Human
Rights. 

Human rights

NGOs argue companies should also be
prepared to speak out much more against
human rights abuses. “Companies have to
be cautious and prudent, but they have to
put their heads above the parapet,” says
O’Reilly. “It is preposterous that lobbying
governments for changes in tax and envi-
ronmental regulations is perfectly legiti-
mate, but somehow lobbying for human
rights is not.”

Henry Parham, co-ordinator of Publish
What You Pay, a campaign that aims to
help citizens of resource-rich developing
countries hold their governments
accountable for the management of rev-
enues from the oil, gas and mining indus-
tries, says one way for companies to free
themselves from accusations of complici-
ty with corrupt political regimes is to
publish a breakdown of their accounts in
all their countries of operation.

Improving revenue transparency is
recognised as a critically important area of
CSR because it is a necessary step in

enabling countries to pay for social-devel-
opment programmes and general econom-
ic development writ large – none of which
is the responsibility of companies.

Gradually, transparency is improving,
encouraged by influential institutions,
such as the World Bank and the
International Finance Corporation, which
have said they will make revenue trans-
parency a requirement for all financing of
extractive-sector projects. 

At a corporate level, meanwhile, there
are many encouraging stories. This year
sees BP publish its first financial figures
from its Azerbaijan operations – although
the amounts involved are small at present,
they will grow significantly over the
coming years. Statoil claims to publish
accounts in all 26 countries where it has
expenses and generates income.

However, few developments have
greater symbolic significance than Shell’s
decision to publish accounts from its
operations in Nigeria. “We’ve been pub-
lishing what we pay in Nigeria since 2001
and we remain the only company to do
that,” says a spokesman.

CSR: raising
the standard

Solutions through cooperation, Statoil’s 2004
sustainable development report. The
Norwegian company has published a break-
down of its tax payments to each country in
which it operates

CSR should also be 
an integral part of the
project process from a
very early stage

NGOs argue firms should
be prepared to speak out
much more against
human rights abuses
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By Tom Nicholls

UU
NAIDS – the joint UN pro-
gramme on HIV/Aids – estimates
there were 39.4m people living
with HIV at the end of 2004. 

It is a global problem, but sub-Saharan
Africa, where an estimated 25.4 million
people are living with HIV, is the worst-
affected region. Sub-Saharan Africa con-
tains just over 10% of the world’s popula-
tion, yet accounts for 65% of all people liv-
ing with HIV and life expectancy has plum-
meted. The disease is one of the leading
causes of mortality in the region, account-
ing for 2.3 million deaths last year. The
problem continues to grow. UNAIDS esti-
mates around 13,000 people are newly
infected with HIV every day.

As well as being a humanitarian disas-
ter, the disease has overwhelmingly
affected people of employment age, mak-
ing it a pressing concern in the business
world. It is estimated about 95% of peo-
ple living with HIV are between 15 and

49. “Companies are feeling the bite,” says
Bernard Gardiner, manager of the global
HIV/Aids programme of the International
Federation of Red Cross and Red
Crescent Societies. “They are losing
skilled workers and it is starting to affect
the bottom line.”

Employees at risk

The employees of extraction companies
are at particular risk of contracting HIV
because of the unusual lifestyle the work
often entails. There is a large amount of
economic migration, loss of contact with
stable domestic environments and a high-
er incidence of commercial sex work.

But there is hope that, if the right
actions are taken, the proliferation of
HIV/Aids could be significantly curbed.
Earlier this year, a UNAIDS study esti-
mated it may be possible to avert up to 43
million HIV infections over the next 20
years. Says Peter Pilot, UNAIDS execu-
tive director: “Millions of new infections

can be prevented if Africa and the rest of
the world tackle Aids as an exceptional
crisis that has the potential to devastate
entire societies and economies.”

Although much of the responsibility
lies with governments and local commu-
nities, energy firms can – and are starting
to – make a significant contribution. 

The Global Business Coalition on
HIV/Aids (GBC), a rapidly expanding
alliance of international companies,
whose 200 members include Chevron,
ExxonMobil, BP, Shell, Statoil, Total and
Eni, says the oil industry’s workplace
programmes are setting the bar for the
corporate world.

Chevron Nigeria, which set up the
Chevron Workplace Aids Prevention
Program in 1997, says education is the
key to preventing the spread of HIV/Aids
among its workforce. In Chad and
Cameroon, ExxonMobil is using a com-
bination of education and direct action. It
says all project workers are educated
about HIV/Aids prevention methods and
the consequences of failing to protect
themselves. Condoms are distributed free
to project employees.

Last year, ExxonMobil set up a work-
place programme, StopAIDS, which is
now in place in more than 20 sub-Saharan
Africa countries. The company expects
that for each doubling of condom use by
project workers, new HIV cases will be
reduced by more than 10%. 

BP’s HIV/Aids programme, which was
first developed at its refining and market-
ing businesses in southern Africa, pro-
vides care to affected employees and their
families, while implementing awareness
and education programmes. It is being
rolled out to other regions. 

In some areas of operation, BP’s strate-
gy is directed at combating a problem that
is already large. For example, about 1%
of Indonesia’s population resides in
Tangguh, where the major is building a
gas-liquefaction terminal, but the area
accounts for around 15% of the country’s
known HIV/Aids infections. BP is also

taking steps to prevent an outbreak in
countries where it is not yet a major prob-
lem, such as Angola. 

The corporate fight

African companies are among the pio-
neers of the corporate fight against Aids.
South Africa’s power utility, Eskom,
introduced an HIV/Aids policy in 1988,
covering education surveillance and coun-
selling. Anglo Coal set up a strategic pro-
gramme on HIV/Aids in the early 1990s.

Statistically, progress remains impossi-
ble to prove on a large scale because of
the long period between a person becom-
ing infected with HIV and developing
Aids. However, Barbara Holmes, director
of advocacy and communications at
GBC, says “anecdotal evidence from
companies suggests more people are
aware of HIV/Aids and know how to pro-
tect themselves.”

However, “companies are not doing
enough yet,” says Holmes. “Maybe 5-
10% of multinationals are tackling
HIV/Aids.” 

Aid agencies say one of the most effec-
tive ways of curbing the spread of the dis-
ease would be to remove the social stig-
ma attached to HIV/Aids. But the real
fight is to be fought and won within com-
munities themselves, says Geoff Parcell,
who, in 2003, was seconded to UNAIDS
for 18 months from his post as a knowl-
edge-management executive at BP. Now
an independent knowledge-management
consultant, Parcell says the disease is
most effectively tackled at a local level. 

Stemming the spread 

At the start of his secondment to
UNAIDS, he visited northern Thailand
where the prevalence of HIV in the early
1990s was about 18% but was cut to less
than 1% by 2002. Instead of ostracising
those afflicted with the disease, commu-
nities addressed the problem openly. 

Parcell helped UNAIDS produce a
knowledge-management project – the
Aids Competence Programme (ACP),
launched in January 2003. 

Parcell is hopeful that the combined
efforts of communities, governments, aid
agencies and companies will start to yield
concrete results and has detected embryon-
ic signs of change. “I’m very encouraged.
It’s early days, but I have seen signs in sub-
Saharan Africa of greater openness.”

HIV/Aids: making
progress 

In Chad and Cameroon, ExxonMobil is using a combination of education and direct action to
attempt to mitigate the problem of HIV/Aids

Aid agencies say one of
the most effective ways
of curbing the spread of
the disease would be to
remove the social stigma
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A new player on the climate stage
By Liz Bossley 

TT
HIS SUMMER saw the launch of
a new Asia-Pacific Partnership
(APP) on clean development,
energy security and climate

change. The six countries involved – the
US, Australia, China, India, Japan and
South Korea – account for about 50% of
global greenhouse gas (GHG) emissions. 

The first meeting of the APP, unveiled
at the 12th Asean Regional Forum, in
Laos on 28 July, will take place in
Adelaide in November, just before the
11th Conference of Parties to the United
Nations Framework Convention on
Climate Change (UNFCCC), the body
that spawned the Kyoto Protocol. 

Until those meetings take place it may
be wise to keep an open mind about
whether the APP is simply a US-led
attempt to undermine Kyoto, as some
observers suggest. It may well be a gen-
uine attempt by the US, Australia and
Japan to deliver on the commitments they
made as Annex I signatories of the
UNFCCC to:
● Limit their man-made GHG emissions; 
● Co-operate to cut emissions to the level
of an earlier historic period and to collect
and share information on GHG emissions; 
● Co-operate to a greater or lesser degree
in programmes to mitigate climate
change or adapt to it; 

● Promote the transfer of clean technolo-
gy; and
● Conserve and enhance the manage-
ment of land, sea and coastal ecosystems.

All six members of the APP have signed
the UNFCCC in some capacity. But,
unlike Japan, Australia and the US did not
take the further step of ratifying the Kyoto
Protocol, indicating dissatisfaction with
the Kyoto mechanisms for achieving the
UNFCCC objectives. China, India and
South Korea have adopted the protocol,
but without target GHG reductions. 

The vision statement of the APP says
“the partnership will collaborate to pro-
mote and create an enabling environment
for the development, diffusion, deploy-
ment and transfer of existing and emerg-
ing cost-effective, cleaner technologies
and practices, through concrete and sub-
stantial co-operation, so as to achieve
practical results.”

The technologies targeted for collabo-
ration are wide-ranging. They include
clean coal, combined heat and power,
renewables and, significantly, civilian

nuclear power. Most analysts agree that it
would be difficult to achieve meaningful
reductions in GHG emissions and sus-
tainable development simultaneously
without a larger role for nuclear power.

The Kyoto process is much more
ambivalent about the role of nuclear in
arresting climate change. Nuclear power
does not emit GHGs, but raises instead the
intractable issue of waste disposal. The
Marrakech Accords, the UN legislation
that puts detailed flesh onto the bare bones
of the Kyoto Protocol, say developed
countries must refrain from using emis-
sions-reductions units generated from
nuclear facilities to meet their commit-
ments – a 5% reduction of GHG emissions
compared with 1990 levels by 2008-2012.

Furthermore, nuclear projects under-
taken by developed countries, but situat-
ed in developing countries, do not qualify
as Kyoto Clean Development Mechanism
projects and do not, therefore, earn Kyoto
Certified Emissions Reduction (CER)
credits available to other qualifying proj-
ects. Developed countries can use CERs
to comply with their domestic emissions-
reduction targets.

The APP members say: “The partner-
ship will be consistent with and contribute
to our efforts under the UNFCCC and will
complement, but not replace, the Kyoto
Protocol.” The November meetings will
explore the truth of this statement.

Interview with Eivind Reiten, chief
executive, Hydro 

Q Hydro’s production target for this
year is 0.58m b/d. Where do you see
this figure in the next few years?
A Over the past five years, we have more
than doubled production and had a com-
pound average growth rate of 8%. We
foresee continuing our growth the coming
years. Looking ahead, we see a number of
opportunities for growth, both interna-
tionally and by leveraging our unique
portfolio and positions in Norway.
Q The company has said that it sees
potential for further value creation on
the Norwegian Continental Shelf fol-
lowing a portfolio review. What does
this mean on a practical level?
A Hydro operates around a third of all oil
and gas produced in Norway. When we
look ahead we indeed see significant
opportunities for increased oil recovery, a
lot of small field exploration and develop-
ments, but also continued opportunities for
frontier exploration especially in the
Northern areas – including the Barents Sea
and the Norwegian Sea. The challenge in
recent years has been low exploration
activity. We are stepping up our efforts and
are now participating in 15-20 exploration
operations in Norway alone this year and
foresee a similar number next year. 
Q What is the potential significance of
the recent gas find (exploration well
35/2-1) in one of the little-explored
northern parts of the North Sea?
A It’s still too early to conclude the poten-
tial significance of the Peon discovery but
it’s clearly interesting. The operation
itself was exciting too. The well was
based on a new exploration model and is
the shallowest exploration well ever
drilled in the Norwegian offshore sector.
The water depth was 384 metres and total
well depth was just 687 metres. 

Strong oil market

Q To what extent does the strong oil
market provide the necessary incen-
tives to pursue opportunities previous-
ly deemed non-commercial?
A Clearly, the strong prices we are wit-
nessing make more projects economical-
ly viable. However, the oil business has a
time frame that makes it necessary to
take the long-term perspective in our
decision-making. Many projects have
considerable lead times and will produce
for many, many years, so we must always
balance the shorter-term outlooks with
long-term fundamentals.
Q What is the latest on Ormen Lange?
How important is the project to Hydro? 
A Ormen Lange is a pioneer project.
Recently, we passed an important mile-
stone when we installed the first of
Ormen Lange’s two 1,150 tonne well
templates on the sea floor in 850 metres
of water, with precision of mere cen-
timeters. I never stop being amazed by
the great achievements of our engineers
and partners. At the same time, the lay-
ing of the world’s longest subsea
pipeline – Langeled – some 1,200 km –
is proceeding according to plan. The
development of Ormen Lange is calcu-
lated to cost a total $10bn, making it
Norway’s largest ever.  

By Gretchen Gillis,
Schlumberger

THE INTRODUCTION of rotary
steerable systems in the 1990s made
it possible to drill directional wells

with reach exceeding 10 km. Continuous
rotation from the surface powers these
systems to drill faster and with excellent
directional control. Although rotary steer-
able systems are evolving rapidly and
already deliver unprecedented rates of
penetration, drillers nevertheless seek
technology to speed the drilling process
even more. An important motivation is
the reduction in rig time and expense
achieved with a rotary steerable system
that provides more power to the bit.

Petrobel, a joint venture between Eni
and Egypt’s EGPC, has been using
advanced rotary steerable drilling tech-
nology to provide sufficient rotation rates
to drill hard anhydrite stringers in the
mature Belayim Marine field, offshore
Egypt in the Gulf of Suez. Interbedded
sands and shales present various well-
construction challenges, including severe
mud losses and differential sticking.

Petrobel sought to improve drilling per-
formance to meet the technical and finan-
cial objectives of new wells. Before
drilling the wells, engineers simulated the
performance of a conventional mud
motor and the new Schlumberger
PowerDrive vorteX-powered rotary
steerable system. This system includes a
power section to boost the performance
of the rotary steerable tool. The engi-
neers’ study showed the powered rotary
steerable system would offer a boost of
more than 123% in rate of penetration
(ROP) compared with the mud motor.

In the 113M-86 well, use of the
PowerDrive vorteX system saved more
than 10 days of rig time, or a total of
$0.6m. The ROP was 47% higher than the
best previous performance in the field. In
addition, the 12¼ inch section was drilled
in a single trip, and the trajectory closely
matched the plan. The rotary steerable
system saved at least five rig-days per
well in three other wells.

Advanced drilling technology provides
advantages in addition to drilling cost that
are more subtle, such as reducing casing
wear by preventing contact between
drillpipe and casing for long periods of
time. Faster drilling decreases the time a
formation is exposed to drilling mud after
drilling but before formation evaluation.
This minimises invasion of drilling fluids
and can simplify petrophysical evalua-
tion. Less time between drilling and run-
ning casing also means less time during
which a borehole can degrade; beyond a
certain point of degradation, running cas-
ing becomes difficult. 

Ultimately, faster well construction
means wells produce oil and gas sooner.

But against these advantages drilling
engineers weigh the drawbacks of faster
drilling, chiefly the potential for poor bore-
hole quality if drilling operations are not
performed carefully. A drilling rig’s mud
system and pumps have an inherent capac-
ity for hole cleaning that should not be
exceeded. Using high flow rates to clean
the borehole might cause hydraulic ero-
sion. Mud properties and flow velocities
must be balanced to ensure hole stability.
And directional control might be lost if
speed overrides all other concerns.

Significant time savings occurred in
Alberta, Canada, where an operator
drilled long horizontal wells to produce
gas. The plan for one such well involved
drilling out of the surface-casing shoe
with an assembly capable of building
inclination to 15° at a rate of 1.0°/30
metres, and then drilling a 2,260 metre
tangent section through steeply dipping
formations. The high penetration rates of
the powered rotary steerable system saved
12 days of rig time. The powered system
produced a smoother borehole than a
downhole motor, and allowed casing to be
run quickly and easily. Compared with
experience in offset wells, this borehole
required 56 fewer hours of reaming.

Increases in ROP are especially valu-
able in areas where rig rates are high, yet
PowerDrive vorteX technology also pro-
vides a vital performance boost in less
expensive operating arenas when rig
capabilities limit drilling performance.

Powering up to drill down

Hydro: a unique
portfolio

PowerDrive vorteX-powered rotary steerable
system enabled Statoil to drill the 12¼-inch.
section of a well in the Åsgard field

Nuclear power does not
emit GHGs, but raises
instead the intractable
issue of waste disposal

Read more on this subject at:
www.oilfield.slb.com/or_winter04 
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Political climate change
By Truman Semans, director for markets and business
strategy at the Pew Center on Global Climate Change

EE
NACTMENT of greenhouse gas
(GHG) regulation in the US may
yet be a few years away, given
prevailing views in the White

House and parts of Congress. But the
process of determining the shape of
future climate-related regulations in the
US is under way, driven by a handful of
influential states, the business communi-
ty and leadership by other countries.

The final Energy Bill contains several
provisions related to climate – promoting
voluntary deployment of GHG intensity-
reducing technologies in the US and devel-
oping countries, streamlining approval
paths for liquefied natural gas terminals
and pledging several billion dollars to fund
deployment of clean coal technology, new
nuclear generation, hybrids and other effi-
cient vehicles, energy efficiency, and
renewable energy, ranging from ethanol
and other biofuels to wind and solar.

These technological measures will
have little impact in the absence of regu-
lated GHG limits. Yet that significant cli-
mate provisions survived the process of
reconciling versions of the bill shows that
attitudes are changing in Congress –
moving closer to readiness for regulating
GHG emissions.

In July, the powerful chairman of the
Senate Energy Committee, Pete Domenici,
began hearings in July on proposed legisla-
tion to establish a GHG cap-and-trade pro-
gramme, opening the way for serious dis-
cussion on the subject in Congress.

Despite the modest results of climate-
change discussions at this summer’s G8
summit, one driver of change on climate
in Washington has been the sense of
falling behind the European Union and
other Kyoto countries. 

States are also having an influence.
Nearly every major federal environmen-
tal law has a state or local precedent.
State laws have often accelerated the tim-
ing of federal laws. History is likely to
repeat itself as GHG regulation develops.
Growing activity on climate outside
Washington may well have encouraged
the Senate to move ahead.

A total of 21 states and the District of
Columbia have adopted renewable ener-
gy mandates. Nine northeastern gover-
nors are designing a carbon-dioxide cap-
and-trade programme for power plants.
California’s Republican governor, Arnold
Schwarzenegger, has announced state-
wide goals to reduce GHG emissions,
complementing the state’s groundbreak-
ing GHG standards for vehicles. 

Business is taking a lead too.
Companies are realising that GHG-regu-
lation is inevitable and that it makes sense
in the interests of sound business plan-
ning and corporate governance to adopt
efficient, mandatory national policies.

In a recent article in the Financial
Times, GE’s CEO, Jeffrey Immelt, wrote:
“All that we ask for – and this will allow
us to grow as a healthy, responsible com-

pany – is consistency. Policies that com-
mit to market-based approaches will
drive innovation and lead to environmen-
tal improvements.” 

Hewlett Packard’s Mark Hurd and
Ford’s William Clay Ford joined over 20
global corporate leaders in calling pub-
licly for George Bush and the G8 to set
climate stabilisation targets and adopt
cap-and-trade or other market-based
mechanisms. Jim Rogers, CEO of
Cinergy, has taken on a powerful advoca-
cy role, despite his company’s reliance on
coal for fuel. Asked by a radio commen-
tator in April if he could live with more
government regulation, he said: “The
longer we postpone acting on the issue,
the more extreme the measures might
have to be to deal with the issue in the
future.” In June, four other Fortune 500
companies – Baxter, DuPont, UTC and
Whirlpool – joined Rogers in providing
testimony on climate to the House
Science Committee of Congress with the
basic message that they are living with
carbon limits outside the US, already
reducing emissions in the US and that
their businesses are thriving nonetheless. 

The case is increasingly compelling for
industries to integrate climate policies
into their business – for example, cutting
their own emissions. John Browne, BP’s
CEO, says “emissions can be reduced at a
very low cost simply by reducing waste
and inefficiencies. We did that in BP and
we found that we actually made money in
the process.” BP and Shell have devel-
oped mechanisms for mitigation that help
the best opportunities compete success-
fully against standard capital projects,
such as internal cap-and-trade systems,
investment pools especially designated
for GHG reducing projects and shadow
pricing, in which project evaluations are
adjusted to reflect the projected environ-
mental cost of emissions. Shell has
reduced emissions by 9% below 1990
levels, while BP has reduced them by
over 15% in the past six years. 

Recent developments in Washington
signal the time has come for the energy
industry to open up public dialogue on
designing market-based approaches
including cap-and-trade schemes. One
critical issue needing input from petrole-
um companies, working together with the
auto industry and its suppliers, is how to
deal effectively and efficiently with cut-
ting emissions from transportation.
Becoming a part of the solution will let
the industry mind its interests better than
trying to delay the inevitable.

Renewables: Euro zone seeks
comfort in wind energy 
By Martin Clark

WWITH EUROPEAN energy imports
predicted to rise from 50% today to

70% by 2030, interest in home-grown
wind power is accelerating fast. Indeed,
Spain – one of the continent’s pioneering
wind-energy producers – has raised its
projections for wind power following
recent successes. Last year, the country
installed a record level of 2.065 gigawatts
(GW) of capacity, a 33% increase from
2003, taking the total to 8.263 GW. 

As a result, the previous government
target of 13 GW of installed wind capac-
ity in 2010 has been updated to 20 GW in
2011. The new target will then see wind
energy supplying around 15% of national
electricity consumption. 

“It is a fact, not an aspiration or green
dream, that wind energy is on track to be
amongst Spain’s leading energy-supply
technologies,” says Corin Millais, chief
executive of the European Wind Energy
Association (EWEA). “Installed wind
capacity already exceeds nuclear and
combined-cycle gas turbine capacity, and
will, this decade, overtake coal and large
hydro-electric generation.”

Madrid is grappling with the reality of
incorporating this large chunk of alterna-
tive power in the energy mix. A new elec-
tricity act established a special regime for
renewables, including wind, with guaran-
teed access to the grid and a premium
payment for generated power. Subsequent
adaptations have fine-tuned the payment
mechanism linking it more closely to the
wholesale electricity-trading market. 

More than 500 firms are now involved
in the Spanish wind energy sector, with
about 150 factories manufacturing tur-
bines and components across the regions.
The industry supports around 30,000
jobs, a figure that is expected to double
by the end of the decade. 

Millais says Spain offers a model for
other countries exploring wind energy.
“To dismiss wind energy as an expensive,
niche, green luxury, as many do, is to
ignore what has happened in Spain,” he
says. “The political drivers in Spain have
largely been about economic develop-
ment, especially in the regions, creating

jobs, competing in world markets, all
against a background of surging energy
demand, an increasing proportion of
expensive energy imports and, recently, a
challenging Kyoto target.”

One of the major benefits, of course, is
the environmental impact. The EWEA
estimates that wind power installed in
Europe is already saving over 50m tonnes
of greenhouse gas emissions every year
and sees that doubling by 2010, and
delivering more than 30% of the EU’s
total Kyoto obligation.

Other European states, including the
traditional wind-energy leader, Germany,
with about 16.6 GW of installed capacity,
and frontrunner Denmark, with 3.1 GW,
continue to press ahead forcefully with
their wind energy plans. Italy, the
Netherlands and the UK are also above or
close to the 1 GW mark. 

According to the EWEA, Europe will
continue to dominate the wind-energy
sector for some time to come. It accounts
for about 75% of all new wind-power
installations. The development of wind
energy globally has been slower,
although certain countries are picking up
the pace. The US now has about 6.74 GW
of installed capacity, while India has over
3 GW. In Asia-Pacific, Japan has amassed
around 1 GW of wind capacity, while
China is increasingly active in the market
to offset its reliance on coal.

El Perdón wind farm, Spain. Wind energy is
on track to be amongst Spain’s leading ener-
gy-supply technologies

Attitudes are changing in
Congress – moving clos-
er to readiness for regu-
lating GHG emissions

The final Energy Bill contains several provi-
sions related to climate change

GDP (2004): $57.4bn  Population: 137.3 million  Exports: Crude oil, natural gas,
cocoa, rubber, timber, manufactured goods  Imports: Petroleum products, food,
machinery and equipment, manufactured goods  Petroleum advisor to the presi-
dent: Edmund Daukoru (since 2004)  NOC: Nigerian National Petroleum
Corporation (NNPC)
Oil
Reserves: 35.3bn barrels  Production (2004): 2.5m b/d (targeting 3m by 2006, 4m
by 2010)  Opec quota: 2.3m b/d  Consumption (2004): 321,000 b/d  Exports
(2004E): 2.2m b/d. Refining capacity: 438,750 b/d
Natural gas
Reserves: 1.18 trillion cm  Production (2002): 20.6bn cm  Consumption
(2002E): 6.4bn cm  LNG exports (2004): 12.59bn cm, from NLNG, Bonny Island 
Shareholders: NNPC 49%; Shell Gas BV 25.6%; Total 15%; Agip 10.4%; Trains 1
and 2, 5.9bn cm (1999); Train 3, 2.95bn cm (2002)  Pipeline plans: West African
Gas Pipeline – completion 2006, capacity 13m cm/d – to Benin, Togo, Ghana
GTL: Escravos GTL – completion 2009; expected output, 34,000 b/d diesel,
naptha and LPG.  Syntroleum – on stream 2010/2011 Aje field, 15 miles offshore
western Nigeria could contain 42bn cm of gas

Nigeria facts





Issue 4 Thursday 29 September 2005 News

www.wpc-news.com 16

a great diesel... deserves a great diesel

www.sasolchevron.com D
R

IV
IN

G
 O

N
G

T
L

The Opec/IEA luncheon Shake on it

Read all about it

Delegates digest
Congress pro-
ceedings. From
top to bottom:
Saudi Aramco;
Schlumberger
and Halliburton;
and Total

Jorge Segrelles (left), chairman of the Spanish committee of the World
Petroleum Council, and Eivald Røren, president of the Council, seal the
handover of the Congress to Madrid. www.19wpc.com 


