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Mergers of oil giants a cause for concern: PM(HL)

Lokman Mansor

THE trend of nega-nergers anong the world's oil giants will have far-
reaching ram fications on the i ndustry and t he gl obal econoni ¢ order, says
Prime Mnister Datuk Seri Dr Mahathir Mhanad.

In the past three years, BP has nerged with Anoco, Exxon with Mbil,
Total Fina with EIf, and BP Anbco with Arco.

"The wave of nega-nergers has and will inevitably change the structure
of the business with a few of these newly-created giant entities
dom nating and dictating to the i ndustry,” he sai d when opening the Fifth
Annual Asia G| and Gas Conference in Kual a Lunpur yesterday.

Pl ayers in Asia, nostly made up of national oil conpani es (NOCs), should
decide what to do in the face of these newalliances and nerged entities,
he added.

"Woul d the NOCs renain rel evant? Wul d t hey be gobbl ed up by the new
nore powerful sisters, would they seek alliances and strategic partners,
or can there be niches they might build for thensel ves?" Dr Mahathir
asked.

NOCs have to deal with the powerful few which dom nate and dictate
production, prices, policies and technol ogi es. Wil e previously they can
depend on favoured treatnment in their own countries, NOCs can no | onger
expect simlar protectionin the era of globalisation.

"A borderl ess worl d nmeans nowhere to hide, no place to seek protection,"
the Prime M nister said, addi ng that nerged conpani es are getting | arger
and | arger, and whether they intend it or not, a cartel, an oligopoly or
even a nonopoly will energe

This threat is further conpounded by the use of oil and gas as a
political tool by powerful countries and their mega-conpanies

"Si nmply by produci ng nore or producing | ess, political objectives can be
achi eved. Preventing an oil-rich country fromproducing is equal to | aying
siege on acity, the favourite means to bring a nation down on its knees
inthe old days," Dr Mahathir said.

The Prine M nister said Mal aysia has worked with these oil majors and
benefited fromthe relationship. But it was not al ways |ike that.

"There was a time when they wouldn't even talk with us. They tended to
lay the terns for any cooperation with us. But they are nore reasonabl e
now. But if they becorme nore powerful, canlittle countries |ike Ml aysia,
produci ng only 650, 000 barrel s a day, ensure future supplies by venturing
into the oil industries of other countries?

"We know that the oil conpani es may want to cooperate for profits but
their governments mght not allowthemto. And oil production and
processi ng need sophi sticated equi pnent, parts and conponents, which
certain countries control

"For these big powers which regard oil as a |l egitinmate weapon of foreign
policy, preventing "recalcitrant' countries fromenjoying their oil wealth
inorder to bring themto heel is perfectly all right," he said.

At a press conference later, Dr Mahathir said Mal aysia is studying how
to respond to these nega-nmergers. But for the noment, the country is
fortunate to produce sufficient oil and gas to neet donestic needs, with
sone to spare

Asked about gl obal oil prices, he said: "Fortunately, we are not badly
af fected by fluctuating prices because we don't produce a lot of oil. For
us, oil accounts for only a small fraction of the econony."



Even then, the oil and gas industries ought to take the lead in the
search for alternative sources of energy. He said they shoul d pool their
resources to finance the research and devel opment of an al ternative fuel
in anticipation of future shortages.

"When oil prices rose to unreasonabl e heights during the first oil
crisis there was a sense of urgency to search for and devel op alternative
energy. Now we have becone nore conpl acent,” Dr Mahathir said.

This is partly because newoil fields are being found that will [|ast
hundr eds of years.

"But there nust cone a time when the world' s population will be so big
and so rich that there will be shortages in hydrocarbon supply and
reserves. Perhaps the answer is for governments to step in, to contribute
a proportionate percentage of their royalties and revenue to finance the
necessary research.

"It is going to be a long-drawn affair but...it is never too early to
take the first step," Dr Mahathir said.
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