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Crucial economic goods

• Historically, the power was in the hand of the ruling class, 
but this was determined not by the intellectual excellence, 
but typically some sort of physical force or economic basis

• Prehistoric times, natural peoples – in the lack of personal 
belongings, the power was allocated to somebody as the 
result of physical strength or skill

• Antiquity, early Middle Ages – the land, the huge estate 
systems were the basis to the sovereigns primacy (due to 
the incomes, monopolies) 

• Middle Ages, modern times – gold (money) as measure of 
the economic power begins to separate from the physical 
belongings

• XX. century – due to the energy consumption (as 
prerequisite of economic production) the energy sources 
come to focus (see Rockefeller)



Driving forces of crude oil industry

• XIX. century – lighting, lamp oil

• 1910’-ies – Ford T model, dawn of automotive industry 
(15.000.000 pcs manufactured from 1908-1927)
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Driving forces of crude oil industry

• XIX. century – lighting, lamp oil
• 1910’-ies – Ford T model, dawn of automotive industry
• I. world war – coal/steam replacement by fuel oil in the 

British Royal Navy
• 1920-30’-ies – improvement of automotive industry
• Around II. world war – exclusion of aviation gasolines, 

jet engines spreading
• 1950’-ies – plastic industry appearance, improvement
• 1960-70’-ies – motor fuels volume improvement
• 1980-90’-ies – motor fuels quality improvement
• Nowadays – petrochemistry, environmental regulations 

tightening



Political vs. economic power

• XXI. century – the basic principle is the political power 
supremacy in the modern democracies, which is 
delegated to political parties by free elections

• Lobbying is the act of attempting to influence decisions 
made by officials in a government, most often 
legislators or members of regulatory agencies, or 
shaping the law to serve the interests of some private 
parties
– Private interests may prevail
– Partial optimum may be reached instead of general 

optimum

• Lobby may be: economic, environmental, civil, etc.
• That situation never exists, which is equally beneficial 

for everybody



Aim of business organisations: Profit

• Organisations established on economic basis (companies, 
enterprises, individuals) are making effort to maximize 
their profit independently of what is the physical 
appearance of their production/service activity

• 1. solution: increase incomes
– Free market competition will limit prices (commodities)
– Monopole situation will remove limits

• 2. solution: decrease spending
– Technology investments
– Producing firms relocation in order to receive different 

advantages
• Local business tax reduction
• Investment subsidisation
• Environmental alleviation



Important institutions

• OPEC: Organisation of the Petroleum Exporting  
Countries (Saudi-Arabia, Iraq, Iran, UAE, Kuwait, 
Venezuela, Angola, Nigeria, Algeria, Ecuador, 
Libya, Gabon, Equatorial Guinea, Congo) - 1960

• OECD: Organisation for Economic Co-operation 
and Development (34 developed countries; N-
Am, Europe /excl. the Balkans, FSU/, Japan, Israel, 
Turkey, Australia, New-Zealand, Chile)

• IEA: International Energy Agency

• EIA: U.S. Energy Information Administration



Crude oil producing countries [bbl/d]

Source: Wikipedia

1 barrel = 159 l



Biggest crude oil producing countries

Source: IEA (www.iea.org) 

Country
2020 production* 

[mb/d]

USA 11,31

Russia 9,86

Saudi Arabia OPEC 9,41

Canada 4,18

Iraq OPEC 4,09

China 3,89

UAE OPEC 3,14

Brazil 2,94

Iran OPEC 2,64

Kuwait OPEC 2,55

Nigeria OPEC 1,77

Kazakhstan 1,76

Norway 1,71

Mexico 1,71

Qatar OPEC 1,27
* Including condensates, NGLs, oil from non-conventional sources
** Reference: MOL Százhalombatta Refinery capacity: ~0,15 mb/d

http://www.iea.org/


Investments of OPEC member countries

Source: OPEC (www.opec.org) 

http://www.iea.org/


Oil reserves of OPEC member countries

Source: OPEC (www.opec.org) 

http://www.iea.org/


Definitions

• Spot price: is the current price in the marketplace at which a given asset—
such as a security, commodity, or currency—can be bought or sold for 
immediate delivery. 

• Futures price: in contrast to the spot price, a futures price is an agreed 
upon price for future delivery of the asset.

• Commodity: is a basic good used in commerce that is interchangeable 
with other commodities of the same type. Commodities are most often 
used as inputs in the production of other goods or services (eg. crude oil, 
coal, grain, etc.).

• Benchmark crude oil: A benchmark crude or marker crude is a crude oil 
that serves as a reference price for buyers and sellers of crude oil.

• Marginal production cost: is the change in total cost that comes from 
making or producing one additional item.

• Breakeven oil price: An oil-exporting country’s “fiscal breakeven” oil price 
is the minimum price per barrel that the country needs in order to meet 
its expected spending needs while balancing its budget.



New distillation capacities

Source: OPEC (www.opec.org) 

http://www.iea.org/


Crude oil prices

Source: BP Statistical Review of World Energy 2021



Crude oil spot prices from 1991

Source: IEA (www.iea.org) 

http://www.iea.org/


Crude oil price 2014-

Source: IEA (www.iea.org) 

http://www.iea.org/


Crude oil prices



Crude oil price influencing factors

• Forecasted economical growth of significant 
economies/countries (e.g. BRIC countries)



Population: China vs. India

Source: Visualcapitalist.com 
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Political events worldwide

• Janury 2016: removal of embargo against Iran

• 27.09.2016 Algír, OPEC secretary general: Iranian and 
Saudi standpoints are far from each other → 2,5% 
decrease

• 10.10.2016 Putin talked about the possible necessity of
limitation of oil production → ~3% increase

• 30.11.2016 Iranian oil minister: „we are talking about 
decrease instead of freezing” → 5,7% increase

• 01.12.2016 OPEC agreement on reduction from
01.01.2017
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Supply/demand

Source: KNOEMA (https://knoema.com/infographics/cbhnele/world-crude-oil-supply-and-demand-forecast-2020-2021) 

https://knoema.com/infographics/cbhnele/world-crude-oil-supply-and-demand-forecast-2020-2021
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there is no pressure on the costumer



OECD stocks

Source: IEA (www.iea.org) 

http://www.iea.org/


OECD stocks



Crude oil price influencing factors

• Forecasted economical growth of significant 
economies/countries (e.g. BRIC countries)

• Currency exchange rates: US dollar based clearing
• Important political events (e.g. OPEC general assembly, 

management consultations, etc.) 
• Supply/demand balance: General economic axiom on 

the free market
• Accumulated stocks: at high stocks demand decrease, 

there is no pressure on the costumer
• Exploitation/logistics costs: production (when oil price 

is) below the marginal cost is lossmaking for longer 
period 



Marginal production costs [USD/bbl]

Source: KNOEMA (knoema.com) 

http://www.iea.org/


Breakeven oil price [USD/bbl]

• An oil-exporting country’s “fiscal breakeven” oil price is the 
minimum price per barrel that the country needs in order 
to meet its expected spending needs while balancing its 
budget. Oil prices below this level should result in budget 
deficits unless government policies change. 

• The breakeven oil price includes all long term costs:
- Production costs
- Development costs
- Selling, general and administrative expenses
- Logistics/transportation costs
- Gross taxes



Breakeven oil price [USD/bbl]

Source: KNOEMA (https://knoema.com/vyronoe/cost-of-oil-production-by-country)

Country
2021

Iran 320
Algeria 109
Bahrein 84
Oman 80
Lybia 70
Azerbaijan 68
Saudi-Arabia 66
Kazakhstan 66
UAE 61
Kuwait 60
Iraq 54
Turkmenistan 41
Qatar 37

https://knoema.com/vyronoe/cost-of-oil-production-by-country


Source: https://www.spglobal.com/commodity-insights/en/market-insights/latest-news/oil/120221-russia-opec-seen-
moving-closer-on-fiscal-breakeven-oil-prices

https://www.spglobal.com/commodity-insights/en/market-insights/latest-news/oil/120221-russia-opec-seen-moving-closer-on-fiscal-breakeven-oil-prices


Source: The Economist (A Russian debt default looks almost inevitable | The Economist)

https://www.economist.com/graphic-detail/2022/04/06/a-russian-debt-default-looks-almost-inevitable


Crude oil price influence

• Many things are influenced directly/indirectly by the 
crude oil price
– Retail station fuel prices
– Product prices (generally) through logistic costs
– Natural gas prices
– Families budgets

• Oil producing countries national budget
– „Oil economies” are in trouble at low crude oil prices
– Deficiency may arise

• Investments, developments of oil companies
– At low prices many project will not pay off 
– Spudded but not finished shale oil wells (fast reduction of 

spending, ~50-60% )  



Saudi Arabia
• No individual income tax
• Subsidised gasoline retail prices: 0.16$ before

• Yearly subsidisation volume is 8% of GDP (52 bn$)
• Actual price is 0.62$ (04/04/2022)*

• National incomes: 75-90% from oil export

• Budget deficit (IMF estimation): ~15.8% of GDP (2015), 12.9% of GDP 
(2016). IMF expectation: in this rate the country will go bankrupt in 2020
(2019: 4,5%)

* Source: https://www.globalpetrolprices.com/Saudi-Arabia/gasoline_prices/

https://www.globalpetrolprices.com/Saudi-Arabia/gasoline_prices/


Venezuela

• National incomes: 95% from oil export
• Subsidised gasoline retail prices: 0.025$ (04.04.2022)
• Shortage of goods: food, medicine, etc.

– Import in 01/2014: 2.8 bn$
– Import in 01/2015: 1.5 bn$

• Inflation (IMF calculation): 
– 181% (2015),
– 302% (2016),
– 2818% (2017),
– 1.370.000% (2018) 

• State of emergency
• ~4 million emigrants

Source:
https://www.globalpetrolprices.com/Venezuel
a/gasoline_prices/)

https://www.globalpetrolprices.com/Venezuela/gasoline_prices/


Who stands better the price competition?



Who stands better the price competition?



Threats

• Running out of wealth in the Middle East, consumption 
of accumulated reserves (cash, gold, investments, etc.)

• Breakdown of Russian economy

• Alternative vehicle fueling

Military interventions in order to obtain 
crude oil 
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