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he producer-consumer dialogue is thriving and poised

to make an even larger impact on global energy security.

IEF12, held in Cancun, Mexico in March 2010, drew
more than 100 delegations and illustrated the vibrant health of
the dialogue today. Sixty-three Ministerial delegations joined
14 international organisations (including the World Petroleum
Council) in a frank and open dialogue about the issues facing
today’s producers and consumers of energy. Thirty-seven top
level representatives from industry, including both international
and national oil companies, also joined the dialogue in our
most widely attended and successful IEBF to date. The growth
from 2008’s IEF11 was plainly evident. Ministers, CEOs and
international organisations are more committed than ever to
making the dialogue through the International Energy Forum
as fruitful as possible and thus help to create efficient and
effective market conditions throughout energy sector.

In addition to being an inimitable venue for energy dialogue,
the IEF Ministerial is an opportunity to take stock of the two years
since the last Ministerial. One would be hard pressed to find a
more turbulent and uncertain two-year period than that between
2008 and 2010. In oil markets, prices fluctuated between a
high of nearly US$150 in July 2008 to a low in the US$30s by
December 2008, although, prices have since recovered. Today,
prices appear relatively stable but, as IEF Ministers wisely noted
in Cancun, how long that relative stability will persist is unknown.
Many of the causes of high energy market volatility, which the
IEF explored, are still present and market turbulence remains
a threat to investment, the development of renewables and
general economic growth. Ministers in Cancun were committed
to avoiding a return to the days of excessive volatility. They
applauded the unique programme of cooperation agreed upon
by the IEA, IEF and OPEC which will focus on enhancing data
transparency and cover the linkages between physical and
financial markets, energy market regulation and a shared analysis
of future trends within energy.

The IEF, in cooperation with APEC, EUROSTAT, IEA, OLADE,
OPEC and UNSD, continues to combat volatility with better,
more complete and timely physical oil market-data through
the Joint Oil Data Initiative (JODI). JODI collects monthly oil
data from more than 90 countries and, as the developing world
presents an increasingly larger share of global production and
consumption, is crucial to understanding what is happening in
markets today. Ministers were pleased to hear that the JODI
model is being employed in the collection of monthly natural
gas data but also called for further expansion of the Initiative
into annual data on upstream and downstream capacities
and expansion plans in oil and gas. With a gas market that is
becoming increasingly globalised through growing LNG trade,
JODI’s move into natural gas is particularly salient. Progress on

this expansion will be discussed this November at the second
IEF-IGU Ministerial Gas Forum, to be held in Doha with the
support of the government of Qatar.

JODI is the IEF’s flagship programme on transparency but
we, like Ministers, recognise that transparency should be
pursued in every element of the energy market. Today, futures
markets for energy serve as a significant price discovery
function but the way in which those exchange-traded
products interact with the physical market and the opaque
over-the-counter, or OTC, market is less than clear. 2008 and
2009, and even the |IEF12 itself, witnessed a lot of discussion
about the role of ‘speculators’ in oil price determination
but little about the component parts of what has become a
dizzyingly complex global market. To shed some light on the
darker corners of the financial and physical markets for oil,
the IEF has joined with the IEA and OPEC to hold a workshop
on the linkages between the physical and financial markets
for oil in November of this year. The workshop will bring
together financial institutions, reporting agencies, regulators
and commercial market participants to uncover how the
relationship between the two markets has changed, why
those changes have occurred and what may be in store for
the relationship as each market matures.

In combination with that workshop in November, the IEF,
IEA and OPEC will also be holding a round table for energy
market regulators. The outcry over ‘excessive speculation’
in 2008 and 2009 joined a call for greater market regulation
but regulators are only capable of enforcing law within their
own jurisdictions. And, unfortunately, arbitrageurs have a
long history of moving to the least regulated markets. With
regulatory proposals at varying stages of development in major
markets, a degree of timely cooperation between regulators
around the world is necessary if implementation is to have the
desired effect. The IEF hopes to aid in that cooperation and,
with the round table, examine the current and potential effects
of regulation that have been enacted or proposed. Markets are
truly international and if regulators intend to have a significant
impact on markets, coordination will be necessary.

Another issue consistently raised by Ministers and market
analysts is the discrepancy between the energy outlooks of
organisations and companies. The difference in projected
supply and demand in the short, medium and long term is
another uncertainty that must be accounted for by industry.
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Delegates interact during the plenary session of the 12th International Energy Forum, Cancun, Mexico, March 2010

To reduce some of that uncertainty, the IEF, in conjunction with
the IEA and OPEC, will be hosting the first Annual Symposium
on Energy Outlooks in January 2011 at its offices in Riyadh.
We hope to bring more clarity to some of the diverging
assumptions made in these outlooks and explain more clearly
to the outside world and the markets what the key factors are
that explain the differences in the future outlooks.

As mentioned above, the interdependency of today’s market
is inescapable. Ministers at both IEF12 and IEBF4 noted the
increasingly close working quarters that a more globalised
market demands. As a result, the relationship between I0Cs
and their national hosts must be fortified. Success in today’s
economic environment is determined by one’s willingness
to engage partners with due respect for their strengths,
weaknesses and respective roles in the project at hand.
Equal footing and respect is vital to effective cooperation and
long-term partnerships but both companies and countries
were clear - their roles are different and should, for the most
part, remain so. In Cancun, the work of the IEF in the realm
of NOC-IOC cooperation was welcomed by Ministers and, in
an endorsement of the event itself, many expressed interest
in sending delegations to the next IEF forum on NOC-I0OC
cooperation, to be held in Paris and hosted by Total in the
Spring of 2011. Participants at that event will attempt to distil

from their experiences a written set of IEF general principles
or guidelines for mutually beneficial and effective NOC-
I0C cooperation, as a possible concrete tool to facilitate
this cooperation.

Moving to issues that are of more social concern, Ministers
in Cancun emphasised the need for sustainability, both in
the production and consumption of energy. Energy poverty
featured prominently on the agenda of the event itself but also
in the comments made by Ministers. Among IEF countries
are many that suffer from severe energy poverty and the
issue is of paramount importance to them. Consequently, as
was advocated at the IEF Symposium on Energy Poverty in
December 2009, some suggested that a reduction in energy
poverty should be added as the 9th Millennium Development
Goal. Ministers can be assured that energy poverty will remain
high on the |IEF’s agenda.

Efficiency is another component of sustainability that
received a great deal of attention at IEF12. Efficiency, of
course, has two sides - efficiency in production and efficiency
in consumption. In production, Ministers supported the findings
of the IEF’s symposium on CCS, held in Beijing in September
2009, and anticipated even greater results from that meeting’s
follow-up, held in Algiers in June 2010. Participants gathered
in Beijing noted the ‘double-win’ that CO,-EOR offers and the

Global Energy Solutions 15

ERGY ISSUES



GLOBAL

wider lessons that can be gleaned from its application in oil
production. Of course, CCS has a long road ahead towards
large scale commercialisation but the foundation for best-
practice sharing, international cooperation that enables the
technologies in use in CCS and innovative methods to develop
and deploy the technology must be forged today. CCS
development is a vital component of a low-emissions energy
future and the IEF hopes to hasten the commercialisation of the
technology so that our simultaneous goals of energy security
and climate responsibility can be met.

Of course, energy efficiency does not end at the point of
production. Energy efficiency has been, and will be for some time,
the low hanging fruit of carbon mitigation and energy security. We
must do more with less. Efficiency will never carry the sex appeal
of renewable energy but its potential to drive down emissions,
especially in the short and medium term, outweighs that of any
other technology. Energy efficiency programmes have been
most active in developed economies which have stronger price
incentives and are better equipped, financially and otherwise,
to implement them. But there is great potential in developing
economies to build in efficiency as their infrastructure systems
grow and their consumption rises. The future of demand growth is
in the developing world and the window to fully integrate efficiency
measures into their development is closing fast. Naturally,
this includes oil- and gas-producing countries as well, where
domestic oil and gas consumption has been increasing at more
than twice the global growth rate in the past ten years alone, thus
potentially threatening future export growth. With this in mind, the
IEF, in cooperation with the government of Japan, will be hosting a
symposium on Energy Efficiency in the Developing World in 2011.
The symposium will bring together efficiency experts from around
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the world to explore the lessons learned in the developed world,
examine the programmes that would work best in developing
countries, and inform governments on the best means to build
efficiency incentives into their growing economies.

IEF12 took clear advantage of the International Energy
Forum’s greatest strengths - its role as a neutral facilitator
of dialogue and the convening power of the world’s most
inclusive energy organisation. The opportunity to meet, debate
and explore issues of common concern was not lost on any of
IEF12’s participants. But there was more to their participation
than that discussed in Cancun. Sixty-six countries, including
all the major energy players declared their commitment to the
future of the IEF and the global energy dialogue by approving
alandmark document in the organisation’s history, the Cancun
Declaration. The Cancun Declaration established a solid
foundation for the future of the global energy dialogue. The
Declaration set a path forward for the IEF based on its vital
informality, its dedication to honest and respectful dialogue,
and its contribution to global energy security through the
provision of balanced research and valuable energy market
data. The 66 countries recognise that today’s energy sector
is highly interdependent and success, both today and in the
future, will require open lines of communication and stronger
cooperation among its players.

There is great potential in developing economies
to build in efficiency as their infrastructure
systems grow and their consumption rises

Their commitment to the IEF is indicative of the faith they
have in the institution, but also of the broad acknowledgement
among the world’s energy ministries that complex global
problems in today’s interdependent world require an intensified
and productive global producer-consumer dialogue. And
with the Cancun Declaration the IEF has begun the process
of drafting an IEF Charter for its future which needs to be
completed and approved in a separate IEF Ministerial Meeting
before March 2011 in Riyadh. As the dialogue matures, we
look forward to engaging with every element of the energy
industry as we believe that focus, inclusivity and informality
are the most powerful factors of a productive dialogue. A
successful producer-consumer dialogue can achieve greater
transparency of historical and future market data and greater
predictability of energy policies, thus lowering transaction costs
and helping to create efficient and effective market conditions.
We look forward to a very busy programme of work over the
next two years and to delivering concrete results in improving
investment, transparency and sustainability in the oil and gas
sector on the way to IEF13, to be held in Kuwait in 2012. N



