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The authorization for this study derives from %CWA Resolution 42(1vy,
pr

.J‘
Fourth Session, coanvenad in Amman in April la77
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Historically, the international oil companies have besn dominant
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the development of the oil industry throughout the world since its origin.,
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Their in%egration over =2ll sectors of activity from exploration, driliing,
production, transportation, refining and distribution have made them inporie
ant links in the oil chain, Changing concepts on the world scene and the

rise of OPEC dominance have contributed =z significant realignment in the links
of the oil chain. These companisgs, whose noin Features have been their
transnational character, their financial strengtih, their vertically integrated
organisations and their oligopolistic re¢lationship with one another, have

been assisted by numerous other specizliscd ¢ companics that function as

contractors or service companies, vis-2-vis, the oil companies,
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% The resolution staotes: The Economic Commission for Western Asiz,
dus

recognizing the extreme importance of the cil in try to the economies

of the regicn, taking note of tho progromme of work and priorities for
1977 and the biennium 1978-79 for the Joint CTHC/TCWA Unit on Trans-
nutlonal Corporations (E/EC ”A/L“’Add.¢), decides thot the practices

f transnational corperations in the oil iadustry in the region should
be included among the issues covered in the above-mentioned programe
end given top priority.
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These speciclised companics a2llow four the decentrzlization of tasks
and responsibilities ond enable the continuance of decision=naking and
centrol in the industry by the oil companies which are highly exporiencad

in carrying out the necesscry complex technical functions.

OPEC dominance has 2lso given rise to state oil companies wvhich, in
some ianstances, have full control over their producticn furctions, as in Irag,
but the various functions are rarcly integrated., These state companies
generally need the assistance of the internaticnal comporniies for the
operations of refining and producing crude, They enter into long-tern
supply contracts with the oil majors to minimize the preblems of access
to the markets of the consuming countries, as well as bilateral arrangenonts
for the supply of oil to countries in which they nmay sometiros have ccauired
equity interests in the refining segment. Stote coupanies, as they acquirc
technical sophistication, czll on the services ¢f contractors and service

companies for their prospection and refinery construction operations,

In spite of the changinv environmcht, however, the interrational
several general trends. The interrational oil companies carry out, in
most cases, the research and develcpnent effort necess sary for developing

echniques and equipment, either alcne or Jointly with the parapetrolcun
coupanies (service companias, precess de velupars, etc.}. They practically
never hold the technology concorned which is devaloped by the constructors
or enginesring consitruction companias or by the contractors. The oil
conpanies® importance is, in foct, essentially based cn their apility

to control the know~hcw of practically =11 sectors of o ctivity, This
control of kno-how eppears decisive and is rasponsible for the oil

companies® hold over the industry in spite of a practiczl loss of control




over producticon, The relfining ~nd tronsport of oil for world trade are
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ghly dependent upen the app1$cotlcn of spaciclised L“0nlydg C.
companies initiate and participate in tho search for new technical

soluticns that cre developed by the specialised companies anc have a monopoly
of the organizationol and nanagenent techniques fron which they derive

project management ccmpetonce.

It is understandable that the internotional il cempanies “117
wont to have incentives in operating in all segments of the indusivy.
However, a rise in technicol sophisticotion of state companics will provide

increased competition with the internationzl oil companies for the

technical skills of th2 parapetroleun companies.

In the light of tha complexities of the subjecht, and in view of
O £y ’
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the vast amount of work carried out so far on varicus aspects of
transnational corporation (THCs) in the different sectors, and bearing
in mind the specific requirements of ECWE resclution pertaining to

the operaticns of transnotiinal corporations in the oil industry in the Region,the
study aims at concentrating con such aspects of the Tils operatiungs in

the oil irdustry as exploration, construction of refinsries nnd infra-
structure, and their role in the tpansfer and application of tachnology.
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Accordingly, a prelininary cutline was prenared which was cormunicated
tc member governments and orgarigitions concerned and wnich formed the
nesis for discussion with gevernment officials, as we il as ropresentatives

of public and privoic spterprises involved in the oil industry.

In June and July a missicrn was undertaken te Irsg, Kuwnii
Saudi Arabia. The purpose of the missiom wzs throe-=£21d: !z} officials

of government and Arab org ~nisations were thorcushly bricfed on the
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work programrme of the CIC/ECUA Joint Unit on Transactional Courporaticnsg,

the broad programrcs of research on transnntionals, the build-ur of a

cenprehensive information systen on transaztional corporations, and the

o~

technical assistance prograire of the Centre on Troansnatioral Corporations
(CIC); (b) the collection of inTormation on the laws concerning forcim:
direct investments in ECUA member countries; and, (c) to discuss wit!
government officials the tentative outline prepared for the study on

the practices of transnaticnal corporations in the oil industry in the

ECWA region,

In the light of the substantive ccuments received and discussicns
carried out with responsible government organisstisns and enterprises,
the draft outline was modified with a vicw to reflecting the points and

orag

areas emphasized for a more thorough coverage in the study {copy of ih

revisad outline attached).

The study propocses, in Chapter I, to review the organisaticn of
the 0il industry in the ECUA region, paying special zttention tc the
international c¢il compenies, the natiunal oil companics and the specicl-

ized {parapetroleum) companies.,
Chapter II, teking into consideration the vast literature that
exists prior to 1973, will identify the trends in the owmership and

operations of the cil industry in the regi-n since 1073,

Chapter III will detail regional
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possible, analyze current mornagenent, marketing and licensin

-

the incidecnce of turn=key projects, production sharing, dire

Jjoint ventures and technology transfe

Information will heve to be

o
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obtained on the modes of technology transfer and a means to assessing the

related costs and benefits; the development of technology and its impact

on government and private conpany eollaberation; the areas of oil

technology that deminate the transnationals and the criteria they follow

in pricing technology. It is to be noted, however, that these very

important issues of joint ventures and technology transfer will not

receive detailed treatunent if the relevant information on these issues

could not be obtained,

Chapter IV provides a summary of findings and conclusions.

In conducting this study, es outlired under the various chapters

mantioned abowe, the methodology to be followed for the investigation

and analysis will, inter zliaz, concentrate on:

1.

2.

Technical deta covering country estimates on reserves, production

costs, investments in various sesments of the industry.

Financial data on assets, sales, profits, investment and

roinvestment policy and strategies towards divergification,
both in the context of nerizental integration into alternate
energy forms such as aatural eas, coal, oil shule, nuclear,
etc., and into completely different businessas. It is felt

that the financial variables,orn the whole,are a key ingredient

=t

n assessinz the power of these companics.

Data on discriminatory pulicies towards the host countries.

¢ ig felt that data should be obtained on private componies’
share of projects in the #iddle East, to be comparad with

such company projects when they operated in the North Sea,

l!./




North Slope and other areas, It ig ixportant to know thet
even equal per barrel dollar profits do not indicate similar

rates of returm as the capital inputs and risk factors coulg

differ significantly.
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Introducticon

Short historical backmround

I, Organisation of the 0il Industry in the RCWA Region

A, The Internctional il compenies

1. Integration

2. Financizl cepacity

3. Technological re ren and devzlopment
B, The Hational oil companies

1. Crude-cil exporting countriess

2. Crude-oil impcrting countiices
C. he specialised (perapetrolsum) companies

1. Contractors
2. Engineering companies

3. Corstructors

IT. Trends in the O'mership and Operation of tho 0il Industry Since 1873

III.Industry Activities in the Regicn

1, Manazgenment contracts
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Marketing asrcemente
. Licensing agrooments
. Turn=kev projocts

« Production shoring
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Direct investucnts
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