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TI ME

I would like to thank the organisers of the Asia Gl &
Gas Conference 2000 for the honour of addressing this

di stingui shed gathering. | amdelighted to see so many
prof essi onal s, policy-makers, strategists and analysts,
and other novers and shapers of the oil and gas
i ndustry, the world s biggest and nost critica

i ndustry, gathered here under one roof. Indeed, | doubt
I can say anything that you don't already know. So

pl ease bear with ne.

2. This fifth annual conference, with the thene of
“Market Positioning in the New Age', is tinely in the
light of recent trends and devel opnents in the oil and
gas industry and the global econony in general.

sincerely hope that the conference wll provide an
excel l ent avenue for us, particularly players in the
Asian region, to pause and take stock of the |essons
and inplications fromthese trends and devel opnents to
come up wth new ideas and progranmes that would help
shape, position and steer the oil and gas industry so

as to be beneficial to all in this new age of
gl obalisation, liberalisation, re-alignnent, mer gers
and so on.

3. In the | ast decade or so, we had w tnessed various

nmeasures adopted by oil and gas players to strengthen
their position in the industry. These initiatives,

mai nl y in the form of changes to processes and
pr ocedur es and -- to sone extent -- to conpany
structures, were necessitated by the need to remain
profitable in the face of volatile prices and

uncertainties experi enced by the world econony
including the rapid and high rise in the cost of
expl oration, production and transportation. For many
nat i onal oil conpanies there is the problem  of
depl eting resources and the search for future supplies.

4. However, nore recently, a new trend has energed in
the shape of nega nergers anong the world's oil giants,
a trend which will have far-reaching ramfications on
the industry and the order of the global econonic
system Over the last three years, we have seen a few



of such nmega-nergers: BP and Anmpbco, Exxon and Mobil

Total Fina and EIf, and then BP Anbco and Arco. The
wave of nega-nergers has and will inevitably change the
structure of the business with a few of these newy-
created giant entities dom nating and dictating to the
i ndustry. W have w tnessed the sane process happen in

sever al ot her capital and t echnol ogy-i ntensi ve
industries. And we know globalisation wll further
bol ster this process in the oil industry.

5. In the face of the new alliances, and the nega-

nmergers, what do players in Asia, nostly nade up of
nati onal oil conpanies (NOCs) with a primary role as a
regul at or and manager of nat i onal hydr ocar bon
resources, have to do? Wuld the NOCs still remain
relevant? Wuld they be “gobbled" up by the new nore
powerful sisters or wuld they seek alliances and
strategic partners or can there be niches they m ght
build for thenselves? |If they choose any of these how
should they function in a system where production

prices, policies, technologies etc are dom nated and
dictated by the powerful few? These are very rea

problenms for the mdgets of the world. In this case
the playing field is not even |evel.

6. National G| Conpanies depend much on favoured
treatnent in their own countries. |Indeed without this
privilege they would not exist at all. Some nerely
collect royalties and share the profits wth foreign
i nvestors and operators. There is no t echnol ogy
transfer and know how devel oped. Sone have |earnt the
busi ness and have devel oped their own capacities. But
none are big enough to take on the nerged giants or to
qualify to be one of the new sisters. And so they need
to hide behind their national boundaries.

7. But now cones the idea of globalisation, a
borderl ess world. A borderless world neans nowhere to
hide, no place to seek protection. In the neantine,

the merged conpanies are getting hugher and hugher and
whether they intend to or not, a cartel, an oligopoly
or even a nmonopoly will energe.

8. The story of the oil industry is the story of
attenpts at nonopolising the industry. W all know the
story of John D. Rockefeller and his South Inprovenent

Conmpany. Avaricious and pitiless in the extrene he
either bought wup all his rivals or just Kkill their
busi nesses. Such was his power to dictate the prices
of oil and therefore his profits that even t he

capitalist Governnent of the United States had to put a
stop to his alnobst conplete nonopoly of the business
through the 1890 Sherman Anti-trust Act. The Standard
Ol Conpany bel onging to Rockefeller was broken up into
several smaller entities. An oligopoly was fornmed wth
each of the conpanies as able to domnate as was the
ori gi nal conpany.



9. These offsprings of Standard G| becanme dom nant
menbers of the so-called oil majors, the Seven Sisters.
They nmonopol i sed t he wor | dwi de expl oration

productions, refining and marketing of oil. They paid
a pittance to the poor oil-rich countries, which
remai ned undevel oped and had to literally submt to the
rule and politics of these Seven Sisters operating as
nmonopolies in different countries.

10. Then following the Arab-Israel war the oi
produci ng countries thenselves decided to forma carte
of their own. OPEC becane a world power, pushing up
oil prices so as to enrich thenmselves. They succeeded
in doing this but in the process they increased the
profits of the Seven Sisters also. The only people who
really suffered were the poor in the poor countries
where there was no oil. The price of oil was so high
t hat they could not afford even electricity for
t hensel ves.

11. And it looked like the price of oil would keep on
going up and up. Fortunately the OPEC countries were
not too wunited and they too becane avari ci ous. Each
menber tried to produce nore than its quota. There was
a glut and oil prices fell even though the demand had
i ncreased consi derably.

12. It seens that oil producing countries would never
again enjoy the halcyon days of the OPEC cartel. al
prices were so lowrecently that they were actually
unabl e to neet their budgetary needs.

13. Then they once again got their act together and
cut back on their production. It is obvious that they
can actually earn nore by producing less and this is
what they did. The prices shot up again and threaten

to wunderm ne the prosperity of the powerful. As usua

the powerful issued threats of all kinds of econonic
sanctions unless nore oil is produced. Bet ween the
threats and the bad faith of sonme nenbers of the OPEC
cartel, oil production increased again and prices went
down.

14. Perhaps it is market forces, but nore probably
because of fear of the powerful, the prices of oil wll

not become unreasonable due to OPEC. But om nously we
are seeing the reenergence of the oligopolies. The

of fsprings of the Rockefeller nonopoly are conmi ng
together again. They are in fact teanming up wth the
other oil maors, to forman even tighter oligopoly.
Together they can control the production, refining,
marketing and also the relatively new petro-chemnica

i ndustri es.

15. Mal aysi a has worked with these oil majors and we
must admit that we have benefited. There was a tine



when they wouldn't even talk with us. They tended to
lay the ternms for any cooperation with us. But they
are nore reasonable now But if they becone very
powerful can little countries |ike Ml aysia, producing
only 650,000 barrels a day, ensure future supplies by
venturing in the oil industries in other countries? W
know that the oil conpanies may want to cooperate for
profits but their CGovernments might not allow them to.

And oil production and processing need sophisticated
equi prent , parts and conponent s, whi ch certain
countries control. For these big powers who regard oi

as a legitimte weapon of foreign policy, preventing
the recalcitrant countries from enjoying their oi
wealth in order to bring themto heel is perfectly
alright. Change your |eader or we starve all of you to
death is perfectly legitimate if an oil-rich country
happens to have an unpl easant | eader. Human Rights.
Wll Human Rights is for people who have |eaders
willing to submt to the will of the powerful

16. This is not a political forum So |l wll stop
there. But seeing rich people beggared is not our idea
of conducting international politics. It is primtive

to bring people to their knees by inpoverishing them
It is not their fault if they have a leader who is
di sli ked by sone people.

17. Ol and gas wll always remain a politica
instrument and the powerful countries and their nega
oil conpanies wll always avail thenselves of this

pot ent weapon.

18. Mal aysia is well aware that it is atiny country
whose wealth is smaller than the oil majors. Nowit is
even poorer by conparison to the nega nmultinationals
resulting fromthe nmega nmergers. But we feel a need to
sound a warning regarding new ideas and concepts
because we know Man has never been able to materialise
the good things their ideas and concepts prom se. How
many times have we been proven wong about systens,
i deol ogi es and concepts, which appeared totally right,
just and infallible when they were introduced but
tur ned SO sour that we have to di scard t hem
Republ i canism Socialism Comunism Capitalism and
variations of these have been espoused and practised
only to be dunped because instead of prosperity and
equitability they only brought msery to the very
peopl e they are meant to benefit.

19. Now  we are being told that globalisation

liberalisation, deregulation, narket forces are good
for us. The poor countries are supposed to reap great
wealth if they enbrace all these inevitable ideas whose
time has come. Market forces, according to the sage
Soros, is supposed to discipline Governments, nake them
nore transparent, accountable and cl ean



20. Pardon us if we seemsceptical. At first we did
believe that free flows of capital was good. The
multinationals canme in to set up manufactories and to
buy our shares. We thought our growh would be

forever. Then suddenly they decided that we are
corrupt and given to helping cronies and they pulled
out their capital and short-sold our noney. Wthin

weeks the Tiger econonmies of Asia were begging for
help, wlling to sell their famly heirloons to save
t hensel ves from bankruptcy.

21. If we are corrupt and we practise cronyism this
could not be just in July 1997 when they pulled out.
W rmust have been corrupt ever since our independence
several decades ago. Yet they cane in to invest year
in and year out. No it was not corruption or cronyism
It was just a chance to nake noney by bankrupting us.

W lost hundreds of billions of Dollars so they can
make a few billions only for thenselves. It was not
even a zero-sumgane. It was a mnus-sum gane for they

destroyed what we had built over decades to nake a
relatively small profit for thensel ves.

22. Qur experience of this price of globalisation has
lead us to question the promses of a world without
borders, of free flows of capital and goods etc. VWhat

we are seeing is a frenzied preparation to invade us
when we open up. Gant corporations are nerging to
form even bigger giants. Rich and powerful banks are
merging to form even nore powerful and financially
i nvi nci bl e banks. And behind them stand rich
Governnments ready to bail themout if they should fail.

23. Against all the giants our own corporations and
banks will be easy neat. Wen they lose out in the
free conpetition, they would be swall owed up. In the

end the econony wll belong to the foreign giants.
Once that happens politics too will be manipul ated by
t hem In other words globalisation and the opening up
of markets can lead to | oss of independence and a world
rul ed by enornously rich capitalists and their
countri es.

24. The oil business had seen oligopolies earlier than
in other industries. W see a return of oligopoly,
only the oil conpanies are many, many tines bigger and
richer than before. WIIl we be gobbled up? WII the
oil conpanies domnate or the oil producing countries
dictate terns in this business? WIIl the powerful
economni es of the world sonehow dictate to the world?

25. Ol is the nost powerful political weapon in the
wor | d. Simply by producing nore or producing |ess
political objectives can be achieved. Preventing an

oil-rich country fromproducing is equal to laying
siege of a city, the favourite neans to bring a nation
down on its knees in the old days. That peopl e,



i nnocent people, old people, babies and wonen would
sicken and die is unfortunate but is not a reason for
not wusing the oil weapon. It is an effective weapon
and it nust be used to achi eve the objective.

26. O | produces nore carbon di oxi de and ot her noxi ous
gases than any other fuel in the world sinply because
it is the fuel of choice. Try to exploit conpeting
fuels and the environnentalists fromthe oil-consum ng
countries will descend Iike a ton of bricks on you.

27. People will always need energy, nore and nore al
the tinme. If they cannot get it fromone source they
will get it from another source. I nvari ably t he

environnent suffers. Thus if people cannot pay for oi
or gas, they would cut down trees and shrubs to burn as
fuel . In time all the trees and shrubs will be gone.
VWere once there was a green forest nowthere will be a
desert.

28. The rivers can produce hydro-electric power but
t he environnental i sts oppose devel opment of hydro-
electric plants because they flood huge tracts of
forest where the few tribal people hunt for food. Even
resettling these people, giving them good jobs wth
good wages and food in plenty are unacceptable to the
environnental i sts. The tribal people nmust have their
mllions of acres to hunt for food while the rest of
the population are denied clean renewable energy and
power .

29. Atonmi c energy promi sed a cheap source of electric
power . The rich put up nucl ear power plants so they
may not have to depend too nuch on thermal power, based
on oil or gas. Now we are finding that nuclear power

pl ants are not safe. Any nunber of things can go wong
and people near and far will suffer from radiation
si cknesses, carried by the wi nd, by food contam nation

30. There is not a hope that solar, wnd and wave
power can generate enough electricity for us to do away
with thermal non-renewable power. There will therefore
always be a denmand for oil and gas, growing as the
popul ati on of the world grows, growing as the wealth of
peopl e grows.

31. W are still finding new reservoirs of oil and
gas. So far we have been able to keep up wth the
demand. And for along tine to cone we will probably

be able to neet demands. But there nust conme a tine
when the world' s population will be so big and so rich
that there will be shortages of hydrocarbon supply and

reserves. It may be a long tinme yet but it seens that
the oil and gas industries nmust lead in the search for
alternative sources of energy. |If thereis a need for

the oil conpanies of the world to cone together to poo
their resources to finance the research and devel opnent



of an alternative fuel, nowis the right time to neet
t hat need. VWhen oil prices rose to unreasonable
hei ghts during the first oil crisis there was a sense
of urgency to search and develop alternative energy.
Now we have beconme nore conplacent. New oil fields are
being found that will |ast hundreds of years. So there
is no urgency. Besides it can affect the profitability
of the petrol eum conpani es.

32. Per haps the answer is for Governments to step in,
to contribute a proportionate percentage of their
royalties and revenue to finance t he necessary

research. It is going to be a long-drawn affair but as
the w se Confucius said "a journey of a thousand niles
begins with the first step". It is never too early to

take that first step.

33. I amsure you know nore about oil and gas than |
do. | amsure you will be discussing in depth all the
i nnumer abl e aspects, ramfications, potentials of the
i ndustry. In the Information Age, the applications of
I.T. wll engage your attention. Then there is the
Know edge Econony, d obalisation, the interdependent
world, currency fluctuations, hedge funds and t he
recal citrance of some countries -- all these merit your
serious attention, and you will discuss all of them in
dept h.

34. But | do hope you will spare a thought for
ordinary people whose needs are really what nake your
i ndustry tick. Wthout themoil would be worthless.
VWhen the great hedge fund traders mani pul ate currencies
t hey see only figures on the screen, figures
representing the wunits of currency they deal in.
People are irrelevant. That a zero point one per cent
drop in value can kill hundreds of people, starve them

is of no interest to these traders. And so they wax
rich on the mseries of people, real flesh and blood
peopl e.

35. I  hope that you who deal in oil and gas would
always bear in mnd the people whose life and death
depends on you.

36. On that note, it gives ne great pleasure to
declare this conference open
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