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Total crude oil supply costs include exploration,
development and production costs. The Middle East
is still the region with the lowest total supply costs:
approximately US$ 4 a barrel. In Latin America, these
costs fall within a range of US$ 4 to US$ 7 a barrel

(the  higher  figure  relates  to  Brazil’s  offshore
operations).  The  major TNCs  have  higher  costs,
ranging  from  US$  6  to  US$  11  a  barrel,  while  the
average cost in the United States is US$ 9.70 a barrel
(see figure IV.5).

Since  1986,  when  oil  prices  fell  dramatically,  oil
TNCs have applied a series of cost-cutting policies, which
have  included:  (i)  technological  improvements,  in
particular 3-D seismic technology, horizontal and oblique
drilling, handling of multi-phase liquids, improvements
in  offshore  drilling,  use  of  new  materials  and  use  of
computerized information technologies, particularly in
geological and geophysical interpretation, among others
(EIA,  1995,  2001a  and  2002b);  (ii)  enhancement  of
administrative efficiency (corporate re-engineering) and
institutional efficiency (mergers and acquisitions); and
(iii) closure of wells with very high production costs.
According to the Energy Information Administration

(EIA), the production costs of the largest oil firms in the
United States have declined in recent years from US$ 7

a barrel in the mid-1980s to US$ 3.05 a barrel in 2000
(in constant 2000 prices), and were almost the same as
the production costs incurred by the same firms in their
operations outside the United States, which, in the same
period, declined from US$ 5.10 to US$ 3.14 a barrel. In
any event, wells were closed in the United States and in
the North Sea, especially in the second half of the 1980s,
when prices fell sharply.
Lastly,  whereas  technological  advances  and

corporate structure are important and have a significant
impact on cost reduction, the determining factor is the
natural resource endowment; in this case, the oil-bearing
capacity  of  the  deposit. Thus,  for  example,  cost
reductions  in  the  United  States  have  not  been
accompanied by any increase in production, but –on the

Figure IV.5

TOTAL SUPPLY COSTS, 2000-2001
(Current dollars per barrel)

Source:  International Energy Agency (IEA), 2001, World Energy Outlook, 2001, Organisation for
Economic Co-operation and Development (OECD), Paris; Energy Information Administration

(EIA), 2002, Performance Profile of Major Energy Producers 2000, Office of Energy Markets
and  End  Use,  United  States  Department  of  Energy,  11  January, Washington,  D.C.;  and

Canales Treviño, “PEMEX: Retos y oportunidades”, paper presented at the International

Commemorative Seminar on the Fiftieth Anniversary of ECOPETROL, “Petróleo: Presente y

Futuro”, Bogotá, 24 August 2001.
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