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U.S. Oil Stakes in West Africa 
Jessica Krueger 

On October 28 the Center for Strategic and International 
Studies hosted a roundtable discussion on U.S. oil stakes 
in West Africa that included presentations by Roger 
Diwan and J. Robinson West of PFC Energy; Mark 
Bellamy, deputy assistant secretary, Africa Bureau, U.S. 
Department of State; and Robert Ebel, director, CSIS 
Energy Program. The discussion took place in the 
context of a sharp rise in media attention to Africa's 
strategic importance with regards to oil and at a time that 
U.S. foreign policy makers are seeking to increase 
investments in security in Africa. The event brought 
together a diverse group of experts representing the Bush 
administration, the oil industry, financial institutions, and 
independent energy and foreign pol icy experts to discuss 
the existing and future oil capacity of the Gulf of Guinea 
region, evolving U.S. energy stakes in the region, and 
how these might change should the United States go to 
war with Iraq. The following is the rapporteur's synopsis 
of the meeting. 

According to Roger Diwan, West African output of 
crude oil is poised to rise significantly. Between 2002 
and 2008, crude output will increase by 2.6 million 
barrels per day (b/d) to a total of 6.3 million b/d. These 
increases will be concentrated in four countries: Angola, 
Nigeria, Chad, and Equatorial Guinea. The vast majori ty 
of production growth will come from Angola and 
Nigeria. Angola's production level is currently 750,000 
bid, projected to rise to 2 million b/d. Nigeria's 
production is expected to increase from a current level of 
2.2 million b/d to 3.4 million b/d by 2008. Chad and 
Equatorial Guinea's growth will be relatively small. 
Equatorial Guinea will double its 1999 production 
capacity of 250,000 b/d by 2008; Chad is expected to 
enter production in 2004, and it is estimated it will have 
production capacity of225,000 b/d in the next fi ve years. 
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(Graph courtesy of PFC Energy.) 

Crude oil production is declining in the Uni ted States, 
while consumption continues to rise, implying a 
continued high U.S. dependency on oil that is foreign in 
origin. Further, the United States will rely increasingly 
on the undisrupted supply of external oil at an affordable 
price in order to sustain domestic growth. Currently the 
United States obtains over half of its crude oil imports 
from Saudi Arabia, Mexico, and Venezuela, with a 
combined average of 5.4 million b/d between August 
1997 and August 2002. Imports from West Africa have 
remained relatively static during that period, with an 
average of 1.3 million b/d, the majority derived from 
Nigeria and Angola. West Africa's share of total imports 
has decreased, however, as Mexico, the Persian Gulf and 
the former Soviet Union have captured nearly all of the 
increases in U.S. demand for foreign crude oil. 

In tability in the Persian Gulf and Venezuela has 
strengthened a push within the Bush administration to 
look elsewhere for crude oil. West African oil currently 
accounts for approximately II to 15 percent of U.S. oil 
imports. As production rises, West Africa may be in a 
position to increase exports to the United States, and its 
share of U.S. oil imports may rise somewhat in the near 
future. In this context, the subregion is receiving 
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increasing attention from policymakers, Congress, the 
media, and energy analysts. 
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(Graph courtesy of PFC Energy.) 

Importation of West African oil has several advantages. 
The majority of new discoveries lie in deepwater 
offshore, making oil operations less vulnerable to social 
unrest. Unlike recent discoveries in Central Asia, West 
African oil is easy to transport to market. Moreover, 
West Africa has permitted direct foreign corporate 
investment and operational engagement in the 
development of its new discoveries; the Middle East and 
Russia have not offered the same opportunities. 

But because of a slowdown in U.S. oil production and a 
simultaneous rise in U.S. oil consumption, total U.S. 
demand for imported oil will grow more rapidly than 
West African production. U.S. oil imports from West 
Africa may increase in absolute terms, but will remain 
steady, or even decline as a percentage of total U.S. 
import volumes. Thus, while West African imports will 
help diversify U.S. sources of crude oil, they cannot be 
expected to fill the void of a serious supply disruption in 
the near future. 

Nigeria is the only West African country with spare 
production capacity, estimated at 200,000 bid. Saudi 
Arabia, Kuwait, and the United Arab Emirates, on the 
other hand, have projected spare production capacity of 
4-4.5 million b/d over the medium to long term. 
Nigeria' s projected 1.2-mi llion b/d increase by 2008 is 
contingent on a renegotiated quota level with OPEC, at a 
time when other powerful producers (Algeria, Libya, 
Iran, and possibly Iraq) will also be pushing to increase 
their OPEC quotas. Further, Angola' s high-growth 
period will only be realized in 2005- 2008, and the Chad-
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Cameroon pipeline is not scheduled to come online until 
2004, at the earliest. 
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Crude Oil Production in Nigeria and Angola 
(Graph Courtesy of PFC Energy.) 

Supply disruption may be less likely in West Africa, but 
the major producing countries continue to grapple with 
instability. Many are politically volatile and could 
potentially see domestic disturbances restrict output at 
different times, even in offshore waters. Nigeria is deeply 
troubled by internal conflicts that have at times restricted 
production. The Nigerian government was reluctant to 
accept the recent International Court of Justice's 
judgment on the Bakassi region and still may not 
peacefully cede control of the oil-rich region to 
Cameroon. In the last year there have been alarming 
levels of repressive and violent acts against opposition 
groups by the government of Equatorial Guinea, and 
increasing oil revenues are doing little to alleviate 
poverty. Both Nigeria and Equatorial Guinea will soon 
hold general elections that will likely be accompanied by 
violent outbreaks and possible supply disruptions. 

Political developments in Angola and Chad offer 
potential promise vis-a-vis curbing endemic corruption. 
Angola's corrupt management of its oil wealth is well 
known- indeed, a recently leaked IMF report details that 
approx imately $4 billion in oil revenues of recent years 
are unaccounted for. Nonetheless, Angola has recently 
ended a 30-year civil war and now has a window of 
opportunity to initiate major reforms. The United States 
is well positioned to influence reform and should seize 
the opportunity to actively encourage management 
improvements. For its part, Chad has engaged in an 
innovative contract with oi l companies, the World Bank, 
and nongovernmental groups that could aid in Chad's 
development. The revenue management scheme, which 
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relies on an independent monitoring group to allocate 
revenues, which have been placed in an offshore trust 
fund, could set a precedent for transparent and 
accountable dealings between governments and oil 
companies. 
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Crude Oil Production in Equatorial Guinea and Chad 
(Graph Courtesy of PFC Energy.) 

The climate of the global oil market is ultimately 
determined by barrel price. The world has an abundance 
of oil, but how available that oil will be is driven by what 
price it wil l yield. Significant technological advances, 
available acreage for exploration, and a need to reinvest 
surplus capital were the drivers of expanded exploration 
and development in West Africa. Yet in the event that 
the world market is flooded with oil and prices fall below 
$18 dollars per barrel, West African production and 
further exploration could slow as companies scale back 
exploration and production capital expenditures. 

According to Robert Ebel, a possible U.S.-led war with 
Iraq could have a number of effects on world oil prices, 
depending largely on the length of war. In the event that 
Iraqi weapons inspections are successfully completed 
and no war takes place, prices will hold at about $30 per 
barrel and will likely decline to $22 per barrel by the end 
of 2003. In a benign case that leaves Iraq's oil 
infrastructure intact, prices will likely rise to some $35 
per barrel and will decline to $22 per barrel by the end of 
2003. In an intermediate war case scenario, which 
assumes an unstable oil market but limited damage to 
Iraq's oil infrastructure, prices wi ll likely ri se to perhaps 
$42 per barrel and will close 2003 at $37 per barrel, 
returning to an average of $30 per barrel for 2004. In the 
event of a protracted war with Iraq, market prices will 
likely spike up to $80 per barrel, declining to $60 in 
2003, and further to $42 for 2004. The United States will 
need other Persian Gulf states to increase production to 
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offset the 1.9 million b/d lost from Iraq. Saudi Arabia has 
the greatest capac.ity to fill this void, but strained 
relations since 9/1 1 may create problems. 

Replacing U.S. crude imports from the Persian Gulf with 
imports from West Africa will not insulate the United 
States from Gulf supply shocks. Higher imports from 
West Africa may substitute for Persian Gulf volumes, 
but oil is fungible, and other markets, most likely Asia, 
will consume the excess barrels previously imported by 
the United States. Given the global demand for oil, the 
Persian Gulf, with its production and spare production 
capacities, will remain the major world player. If a 
disruption to a major global supplier were prolonged, 
such as in the case of a war with Iraq, importing 
countries, including the United States, would compete 
for alternative supplies from other crude exporters, 
thereby leading to a price hike. 

As the United States seeks greater energy security it will 
have to do so in the context of a global market. Oil from 
West Africa will go to the highest bidder, whether that i.s 
the United States, Asia, or Europe. U.S. foreign policy 
has little effective bearing on the oil industry, 
emphasized Mark Bellamy; rather its ability to affect 
energy security lies in building bilateral relations with 
governments of oil-producing states and encouraging 
these nations to engage in good governance. Too often 
the revenue that oil production generates fails to create 
real wealth in a society and instead helps fuel instability, 
inequality, corruption, and repression. Securing crude oil 
is a national priority for the United States, but it does not 
altogether dictate U.S. foreign policy. Rather if the 
United States actively engages in promoting stability as a 
means to secure oil, it will further the broader U.S. goals 
of democracy and human rights. 

Jessica Krueger is currently interning with the CS/S Africa 
Program. 
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