
MINISTERIAL DIALOGUE
UAE Minister of Energy & Industry, H.E. Eng. Suhail Al Mazrouei, outlines his 

plans on steering OPEC during his Presidency of the organization for the year 
2018 with Sean Evers, Managing Partner, Gulf Intelligence.

Sean Evers: Your Excellency, you are 
taking on the Presidency of OPEC in 
January – a new elevated position 
one would think in these current 
times of taking on the mantle of 
managing the OPEC and non-OPEC 
production cut agreement. It has put 
the position of OPEC President into 
a fairly significant global diplomatic 
role – would you agree? How active a 
role do you envisage it will be going 
forward?

H.E. Eng. Suhail Al Mazrouei: 
Firstly, I really appreciate what the 
current President, His Excellency 
Dr. Khalid Al-Falih, has done 
in terms of diplomacy to keep 
this group together and the 
achievements so far. This takes 
connections, it takes travel, it takes 
effort, not only by the Minister 
himself, but by the country, to 
reach that conformity level. And I 
hope I can continue the good work 

that he has done. I don’t think 
it’s going to be easy because we 
still have more benchmarks in the 
equation. But the conformity level 
that has been achieved so far has 
been great. In September, it was 
120%.  

Sean Evers: The compliance has 
been great, and I suppose the desired 
effect has been to raise oil prices and 
reduce inventories. And, of course, 



there is nobody happier than shale oil 
producers in Texas and Oklahoma. 
And I’m wondering, does it continue 
to make logical sense to be handing 
them such happy returns and market 
share as you restrict yours? How does 
that balance look going forward? 

H.E. Eng. Suhail Al Mazrouei: Shale 
oil producers are needed as part 
of the equation. We cannot now 
exclude them or think that they 
are working against us. Yes, they 
are one of the beneficiaries of 
the correction in oil prices. But, 
demand is also better than what 
expectations were a year ago and 
look at what the expectation was 
of what shale oil production would 
be when we started the output cut 
deal in January – you will find that 
they are not achieving the expected 
levels. 

Sean Evers: I’m personally a little 
bit confused by what’s happening 
in shale at the moment, given the 
declining rig count in the U.S., as oil 
prices recover. How are you analyzing 
that, and how does that help you 
make your decisions about moving 
forward?

H.E. Eng. Suhail Al Mazrouei: It’s 
not a straightforward answer. There 
are elements to it. What happened 
when oil prices went down? 
The market applied significant 
pressure on the services companies 
so they had to work harder on 
improvements. Some of those 
improvements are here to stay and 
some are eating at the margins 
and cannot sustain it for long. 
They had to continue however to 
invest because they can’t just shut 
down their operation. So some 
level of efficiency improvements 
are going to stay, and we all benefit 
from them, not only the shale 
oil producers. Everyone today is 
talking about the bottom line profit 

from every barrel of oil – reducing 
our unit technical cost, trying to 
improve as much as possible. But in 
any reservoir, you have sweet places 
where the pressure is good and the 
connectivity is good and then you 
can produce that at a higher rate. 
Then you have peripheries where 
connectivity is not that great, and 
you may not get the same results 
as you get from the sweet spot. I 
think this is what’s happening in 
shale oil. During the hard times, 
they concentrated on the sweet 
spot and now, they have to go out. 
And whether oil prices are at $60 
or $55, they are not an average of 
$60 yet. The average for the year is 
$52, a great improvement from last 
year, but you still need an average 
of higher prices to incentivize 
investors to come and continue to 
commit. 

Sean Evers: The two-year period 
(2014-2016) when OPEC was 
pursuing a market share strategy lead 
to a very depressing loss of income 
for Gulf oil producers. So my question 
Your Excellency is, will you go back to 
that strategy if prices go to $70? What 
is the threshold price? Is it $80? $90? 

H.E. Eng. Suhail Al Mazrouei: The 
notion of targeting the price is over. 
And I’ll tell you why. Previously, 

I have a dream and that dream is to 
keep the OPEC and Non-OPEC group 

together for long and this is something I 
will hope to work on during my presidency 
of OPEC in 2018, and hopefully we can 
convince Non-OPEC to stay – and maybe 
even increase the number of countries with 
time. That’s the hope. There is potential, 
we’ve been working for a year and we will 
build understanding over time”

OPEC had 50% of the world 
supply. Then we started declining 
and more producers came in – 
unconventional, and before that, 
deep sea and Arctic, and so many 
kinds of crude were entering the 
competition. So it would be naive 
to think that now, with 30% of the 
world supply, we can influence the 
oil price. 

We would need to cut our share 
of production to 10% to have that 
effect. I think what OPEC has done 
was in line with the open market. 
We just want the investment to 
come back and when this happens, 
the market will indicate what price 
range we will get. And we will 
remain competitive because we are 
producing the cheapest oil in the 
world.

Sean Evers: What happens when 
the price recovers to a level in which 
everybody is quite content? You have 
a very unique situation right now that 
you have the cooperation of OPEC 
and non-OPEC. There’s never been 
a successful partnership like you 
have right now. What happens when 
everybody is content and this supply 
agreement is no longer defined to be 
required? What do you do with that 
unique collaboration? Does it get 
parked in a box or can you sustain it 
in some way?



H.E. Eng. Suhail Al Mazrouei: I have 
a dream and that is to keep this 
group together for a long time and 
this is something that I will hope 
to work on during next year – to 
convince this group to stay together 
and maybe we can even increase 
the number within the group with 
time. 

Sean Evers: And if it is not anchored 
in a supply agreement, you can have a 
different level of cooperation perhaps, 
or build it around something else?

H.E. Eng. Suhail Al Mazrouei: I 
think there is potential – we’ve 
been working together for a 

year and hopefully, we’ll work 
for another period of time. And 
that will build understanding 
between us. Rarely would you 
find Russia and Saudi Arabia 
and the Caspian countries and 
some South American countries 
working together and for so long. 
OPEC is something that very few 
understand despite the fact that 
for example, we started to share 
historical OPEC data with the 
public last year. There is a level of 
misunderstanding with what we do 
exactly and I think with this group, 
if we can keep them together, in 
any shape perform, that will be 
great.

Sean Evers: Your Excellency – you 
alluded earlier to the fact that 
there’s been a lot of squeezing of 
margins for the services companies. 
Is this sustainable? A lot of these 
companies do have lots of interesting 
technologies which help the NOCs 
bring down their OPEX and downtime 
– but many of them have been 
squeezed and are potentially leaving 
the region because there’s just not 
enough value in it for them. What 
happens then?   

H.E. Eng. Suhail Al Mazrouei: They 
have done remarkably well in 
efficiency improvement and some 
of this has been achieved through 
the application of technology, 
drilling smarter wells and using 
artificial intelligence in analyzing 
data for example. Some of this 
will remain but they need to 
work harder around the ultimate 
services that they do and with that 
efficiency improvement, their costs 
should go down.

We have seen robotics being 
applied increasingly to operations 
– for example in maintenance – and 
this is going to affect the whole 
industry, especially services. If you 
can do an operation by drone or by 
a robot which can work 24 hours 
and doesn’t need a salary at the 
end of the month, imagine how 
much that is going to cut from your 
cost of operations. My expectation 
is that at higher oil prices, they will 
start to increase their prices and 
that’s why it may be challenging for 
shale oil producers to assume that 
the same level of cost reduction can 
be achieved when oil prices edge 
higher.  

Sean Evers: Your Excellency – as 
you take over Presidency of OPEC, 
and you talk about creating 
an environment for increased 
investment, I guess the concern for 
the market is, as you do go back to 

The notion of targeting the price is over. 
We just want the investment to come 

back and when this happens, the market will 
indicate what price range we will get. And 
we will remain competitive because we are 
producing the cheapest oil in the world.”



the five-year average of inventory, 
how OPEC tapers the production cuts 
that have been instilled? When will 
the market get an idea in terms of 
how OPEC returns its barrels to the 
market? 

H.E. Eng. Suhail Al Mazrouei: When 
you reduce your production for a 
couple of years, you lose around 5 
to 8% on the well productivity every 
year. And those wells that have 
produced for two years, especially 
in shale oil, need to be replaced. 
And this is not always taken into 
consideration. When we talk about 
supply and demand, we talk about 
how much you produce currently 
and how much demand has 
increased. But there is something 
that we as producers fight - which 
is drilling more wells to sustain 
what you have. And if there are 
no investments, then that is 
going to catch you down the road. 
Sometimes, you have to reduce 
your production by force of nature, 
not by choice because you cannot 
afford to put more wells or more 
injectors to sustain the pressure, 
and that in turn reduces your 
plateau rate gradually. So, I think 
it is going to be a combination; 
we need to see how long we are 
extending production cuts for, and 
then we will see who can actually 
bring their production back to 
where it was. 

Sean Evers: And finally, Your 
Excellency, a lot of optimism this year 
– as you go into the year ahead, what 
may keep you up at night? What’s the 
unknown unknown that may derail 
this fairly successfully managed 
recovery of the oil market?

H.E. Eng. Suhail Al Mazrouei: I 
cannot single out one item that 
would make or derail the process. I 
think the process has been working 
and there are several parameters 

that made it work. One is market 
fundamentals and the second is the 
reductions achieved on inventories. 
I think there is potential we will see 
more correction and at that time we 
need to analyze, but one can’t answer 
for how long production cuts should 
remain – we would need to see how 
much of the inventory overhang is 
left by the end of the first quarter 

Shale oil producers are needed as  
part of the equation. We cannot  

now exclude them or think that they are 
working against us.”

of 2018. We also need to take into 
consideration the re-bounce of 
shale oil with such prices, if those 
prices are to stay. There are so many 
parameters when it comes to the 
price, and anyone who tells you that 
if you take a certain action, you will 
get a specific price, doesn’t know the 
oil and gas industry. n


