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Ol and gas sector needs to share knowhow, alliances

Ham sah Ham d

AT the Asia G| and Gas Conference which ended on Tuesday, industry

| eaders drove honme the point that the industry's future does not lie in
the size of reserves but in shared technol ogy and alliances.

This rai sed not a few eyebrows, but on cl oser inspection, the nessage
could not be closer to the truth. The oil and gas industry has indeed
al ways been characterised by nmulti-cooperation and i nterdependence of
suppliers, buyers and governnents. This is going to be nore so in the next
m || enni um

In fact, at the first conference last year, Prinme Mnister Datuk Seri Dr
Mahat hi r Mohanmad had urged the national oil conpanies (NOCs) to cooperate
with each other to share the huge capital outlay needed in the industry as
well as to reduce risks of the uncertainty of the business.

He had remi nded NOCs they will not get the kind of protection they enjoy
at hone once they are abroad. They have to spread the risks by team ng up
with others, especially the major ones, enphasising the inportance of
al li ances between players in the industry.

In his paper at this week's conference, Petronas president and chi ef
executive officer Tan Sri Hassan Marican expressed optinismthat the NOCs,
based on their already strong ties and conmon background, will be able to
develop a "friendly conpetition" concept into a cooperative conpetition.

Wil e the host governnents' role in providing a conducive environnent
for the devel opnment of oil and gas industry is inportant, the order of the
day seens to be alliances and cooperati on between o0il conpanies in
mai nt ai ni ng gl obal energy security.

The oil conpanies will need to work with one another - share and | earn
fromeach other's experience - in ensuring that the world' s energy dermand
are net.

This is especially so for Asia. The recent years have focussed its
attention on Asian region as nore than 70 per cent of the world' s oi
demand cones fromthe region, with half of the world s popul ati on and hone
to the greatest concentration of high-growth economies in the world.

It is estimated that by the turn of the century, Asia-Pacific will be
the | argest oil-consuming region in the world, overtaking North Anmeri ca.
In 2010, Asia is expected to consunme 40 per cent of the global supplies,
conpared with only 21 per cent in 1990.

The fact that Asia is now a significant oil refining centre supplying an
i ncreasing volumes to neet | ocal demand, cannot be deni ed. More compani es
are attracted to invest in the oil and gas industry in Asia as al nost al
the governnments in the region practi se an open market and deregul ati on.

One of the new players in the industry, Conoco Inc, sees Asia as the
"must" area of the world. The PSR-2 refinery project in Ml acca, which
will conme on streamlate this year, is one of the joint-venture projects
bet ween Conoco and Petronas, as well as Norway-based Statoil.

Wth the conbined technol ogi es of the US, Norway and Mal aysia, this
integrated refinery conplex is said to be the nost sophisticated, efficent
and the cl eanest refinery in the region.

Asia's national oil conpani es now possess the cutting edge technol ogi es
derived fromthe | ocally-devel oped technol ogi es and the foreign technol ogy
transferred through their joint-ventures with nmultinational oil conpanies.

Acting Prinme Mnister Datuk Seri Anwar |brahi msaid Asian oil conpanies,
based on the trenendous progress they nade in devel oping the | ocal energy



resources, are now equi pped with the technol ogy and skill ed nmanpower
needed for effective contribution to any partnership.

In his opening speech at the conference, Anwar called for alliances
bet ween oil conpanies in West Asia and Asia-Pacific to expand the
downstreamactivities in the international energy arena, including the
West and Central Asian region.

Al t hough Asia is endowed with considerable oil and gas reserves, the
supply cannot satisfy the escal ati ng dermand.

As the donestically-produced crude oil and gas falls far short of demand
in Asia, a massive quantity needs to be inported. Naturally, the region
will turn to the oil and gas-rich West and Central Asia for supply to fue
the industrialisation of the Asian econom es.

This is where the alliances between the oil conpanies in Wst Asia and
Asi a-Pacific will make the nbst inpact.
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