4

	AFRICAN UNION
	[image: image1.jpg])




	UNION AFRICAINE

	
[image: image2.png]SAAY A




	
	UNIÃO AFRICANA

	Addis Ababa, ETHIOPIA    P. O. Box 3243    Telephone  +251115- 517700    Fax: +251115- 517844

Website:  www.africa-union.org


FIRST AFRICAN UNION CONFERENCE OF MINISTERS RESPONSIBLE FOR HYDROCARBONS (OIL AND GAS)

11 – 15 DECEMBER 2006 

CAIRO, EGYPT

CONCEPT PAPER

Addis Ababa, October 2006 

FIRST AFRICAN UNION CONFERENCE OF MINISTERS RESPONSIBLE

FOR HYDROCARBONS (OIL AND GAS)

11 – 15 DECEMBER 2006 

CAIRO, EGYPT

CONCEPT PAPER

I. CONTEXT AND JUSTIFICATION

Oil prices have witnessed a considerable rise in recent years for a number of reasons:

i) the constant increase in the demand for oil products, particularly by the emerging economies spearheaded China and India;

ii) wars in the Middle East and Iraq;

iii) speculations in oil and money markets.

Oil prices have risen from US$25 to about US$80 per barrel, that is, an increase of more than 200% over the last five years, although there has been a slight drop in oil price trends these last days.


The hike in oil prices is manna for oil producing countries, but constitutes a major problem to oil importing countries, especially poor countries.  In fact, for oil producing countries, between 2000 and 2005, gains could be said to have doubled in value in current terms.  For importing countries, the oil bill exceeds 10% of GDP, as against only about 2% for OECD non-oil producing member countries.  This situation has a negative impact on the balance of payments, inflation, employment, growth, investments, debt service and the standard of living of the population.


Faced with this situation, the Sixth Assembly of the African Union held at Khartoum, Sudan, in January 2006, decided to set up an African Petroleum Fund whose main objective will be to mobilize resources to assist African oil importing countries in order to absorb oil shocks and facilitate the financing of their oil imports.



At the Seventh Assembly held at Banjul, Gambia, from 1 to 2 July 2006, this problem was once more examined, and the African Union Commission was requested to thoroughly consider it and come up with a detailed strategy to foster cooperation and solidarity among African oil-producing and non-oil producing countries.  The aim was to:

i) mitigate the effects of high oil prices on the economies of non-producing poor African countries;

ii) optimise oil royalties for African oil producing countries;

iii) increase the quantity and improve the quality of petroleum products in Africa in a bid to reach the Continent’s development goals.

At a meeting of African Ministers of Energy from non-oil producing countries held at Dakar, Senegal, on 27 July 2006, the African Non-Petroleum Producers’ Association (PANPA) was launched with Senegal as the Chair.

In a Declaration adopted at that meeting, the African Union Commission was requested to rapidly organize African solidarity in respect of oil, notably by establishing an African Stabilization Fund and a preferential supply mechanism in favour of African non-oil producing countries akin to the “Caribbean Contract” as well as an oil demand and supply information system.

In this respect, the African Union Commission and the African Development Bank jointly commissioned a study relating not only to “the impact of high oil and natural gas prices on African economies ”but also to the “Establishment and functional modalities of an African Oil Fund” intended to assist African oil importing countries to absorb oil shocks and facilitate the financing of their oil imports.

The outcomes of the study will be presented at the First African Union Conference of Ministers Responsible for Hydrocarbons (oil and gas) scheduled for 14 to 15 December 2006 at Cairo, Egypt.  The decisions, recommendations and guidelines of the Ministerial Conference shall be submitted for consideration by the next Assembly of African Union Heads of State and Government scheduled for 29 to 30 January 2007 at Addis Ababa, Ethiopia.

II.
CONFERENCE GOALS


The main goal of the Conference is to adopt not only strategies aimed at fostering cooperation and solidarity among African oil and gas producing countries and non-producing countries, but also mechanisms and operational modalities for the establishment and functioning of an African Petroleum Fund that will assist oil importing countries to absorb oil shocks and facilitate the financing of oil imports by poor African countries.


More specifically, the Conference will adopt decisions, recommendations and guidelines relevant to the above study, and bearing on the following points:

1. Impact of high oil and gas prices on African economies;

2. Continental and regional strategies to mitigate the effects of high hydrocarbon (oil and gas) prices, ensure steady supply to African (especially poor) oil-importing countries and seek ways and means through which African oil and gas producing countries can assist importing countries to lastingly face up to the fluctuations in the prices of these strategic commodities;

3. Mechanisms and operational modalities for the establishment and running of the African Petroleum Fund, defining its goals, its functioning, the nature of its resources, mobilization mechanisms, beneficiaries (qualification criteria, duties and obligations), structure, management, resource replenishment, disbursement and reimbursement, domiciliation, etc.;

4. Optimising oil royalties for African oil producing countries and increasing the quantity of petroleum products refined and sold in Africa.

III.
PARTICIPANTS

· African Ministers responsible for Hydrocarbons (oil and gas);

· Experts from African Union Member States responsible for hydrocarbon policies and strategies;

· Experts from African Union Member States responsible for economic and financial policies and strategies;

· Institutions specialized in the sector:  African Energy Commission (AFREC), African Petroleum Producers’ Association (APPA), African Non-Petroleum Producers’ Association (PANPP), etc.;

· Executive Secretaries of Regional Economic Communities;

· Energy experts from Regional Economic Communities;

· United Nations Economic Commission for Africa (ECA);

· African Development Bank (AfDB);

· Regional development banks and financial institutions;

· International organizations dealing in hydrocarbons;

· Representatives of major African Oil Corporations;

· Representatives of international petroleum organizations like OPEC;

· African Union;

· NEPAD Secretariat.

IV.
CONFERENCE DATES AND VENUE


The Ministerial Conference will be held from 14 to 15 December 2006 at Cairo, Egypt.  It will be preceded by a session of experts to be held from 11 to 13 December 2006.

V. EXPECTED OUTCOMES

The Conference is expected to produce the following major outcomes:

1. Identification of assistance needs of poor African countries whose economies have been much adversely affected by high oil and gas prices in recent years;

2. Adoption of:

· Cooperation and solidarity strategies between African oil and gas producing countries and developed partners on one hand and poor African countries on the other, aimed at curbing the adverse effects of hikes in oil and gas prices;

· Mechanisms and operational modalities for the establishment of the African Petroleum Fund;

· Strategies to optimise oil royalties and increase the quantities of petroleum products refined and sold in Africa;

· Action Plan for the implementation of strategies to foster cooperation and solidarity among African countries in respect of hydrocarbons (oil and gas).
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