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Thank you, Rogelio, for that kind introduction.

As you may know, i was once c-e-o of Texaco Canada. So looking out over the Canadian prairies as i flew in brought back some good memories. I only wish we could all stay a few more days to enjoy the Calgary stampede. That, actually, would be fitting, for the energy business over the last decade or so has been a kind of Calgary stampede: a struggle to cling to the saddle while social, political, economic and technological forces have made us feel like the proverbial cowboy on the bucking bronco - hanging on for dear life. We’ve had quite a ride, and seen so much change, in such a short time.

A central element of this change, of course, is globalization, and the associated debate over the belief that globalization is a scourge on our planet. The protests outside our meeting this week, like the ones we saw in Seattle and Washington, are only the most visible manifestation of this concern. so the topic of today’s session is indeed timely. This morning I’d like to discuss some of the broad issues associated with globalization, and the relationship between globalization, energy development and natural gas markets.

I’ll talk about the great potential of globalization, but also about those pockets of our global community that are at risk of being excluded from that potential - and why it is in our interest to address that challenge.

And i will close my remarks by sharing with you a vision of a truly global gas market and a very different energy future ahead of us.

Back when i was running Texaco Canada, the term “globalization” was not part of our vocabulary: today, ~yer1qne understands what this new term means: it is shorthand for a world open to competition and resources, a world of businesses deeply integrated across borders.

Globalization is not just about the scope of change. It is also about the speed of change, which is not coming at jet speed, but light speed. Hard to believe, but it was just five short years ago that the first mass market search engines connected people across oceans and deserts instantly, in real time.

Globalization, driven by this technology, is something new and startling. It is the basis of a new knowledge-based economy that is reshaping the world. So globalization is not just another business development. It is more like a shift of tectonic plates. Little wonder that some people find it so disconcerting.

In fact, the protesters i spoke of earlier have come to regard this new reality as the central problem of our times. The expansive nature of globalizatiqn makes it easy to blame every problem on it. 

Yet 1 believe that u-n secretary general kofi annan more accurately diagnosed the condition when he told a group of activists:

(quote): “whatever cause you champion, the! Cure does not lie in protesting against globalization itself. The poor are not poor because of globalization but because of too little globalization, because they are not part of it, because they are excluded.” (end quote)

I do not believe globalization is a source of oppression. I believe the truth is more subtle. Globalization is disturbing because it makes us see the world anew, often in ways that are very unpleasant. It makes us contrast the phenomenal wealth creation of the developed world with the persistence of poverty in the world’s poorest nations. With each passing year, this contrast becomes more vivid, more painful to look at.

In the united states, politicians talk about a digital divide.” But the distance between the knowledge economy of the developed world and the poorest nations is a not a divide. It is a chasm.

This underscores the importance of kofi annan’s point, that globalization itself is the best chance we have to raise incomes and improve quality of life. 

Over the past decade the benefits of globalization and technology have already lifted hundreds of millions of people out of poverty. For the four billion people who now live on four dollars a day or les~, the great threat is not that globalization will succeed, but that it will fail.

The question then isn’t, ‘is globalization the right way?’ the question is, ‘are we keeping pace?’ as long as the human race adds more than 77 million people a year, even the current rush of global1zation and wealth-creation will be hard pressed to keep pace.

At this point, I’m sure some of you are wondering what this has to do with the matter of natural gas markets. Ours is, by its very nature, a global business, and energy is a key driver of economic and social development, utterly fueling the ability of people to lift themselves out of poverty.

As i will detail in a few moments, 1 believe that the globalization of natural gas markets and other energy developments will help close the chasm in this new century.

This is what makes natural gas and the electricity it generates so important. Access to energy is access to knowledge and opportunity. Yet two billion people still do not have electricity and refrigeration. For them, the internet is, at best, a  distant rumor. For them, the light to read and study is an unattainable luxury. For this vast portion of humanity, the setting of the sun is the dimming of their chance for a better life.

This is where we come in. our industry must provide a reliable and cost- effective supply of energy for the world’s growing population, and markets to move that energy. If we do not, then there is little hope globalization will realize its full promise in the crucial decades ahead.

I certainly don’t mean to suggest that our industry alone can solve the economic ills of our planet~ but, it j~ in our own self-interest to promote a more complete distribution of the benefits of globalization, in

Partnership with governments, multilateral agencies and n-g-o’s. Indeed, governments must work together to foster accessible and stable environments that can attract high levels of private investment. They must continue to lift barriers to competition. They must support continued reforms in the. Energy sector, and build the human and institutional capacity necessary to sustain those reforms and allow markets to thrive.

And ~ must continue to explore new ways of delivering energy services - from solar-powered telecommunications, to village “mini-grid” systems, to hybrid wind-diesel generation.

There is reason for hope. The last decade saw 76 developing countries introduce private participation in electricity and natural gas transmission and distribution. A total investment of nearly $200 billion. But more needs to be done.

For our part, we in the energy industry stand ready to provide the capital, the technology and the expertise  to move nations rapidly up the energy ladder from traditional biomass, to natural gas power generation, to the fuels of the future.

Natural gas is a critical part of that energy ladder, a rung that connects the world’s oldest forms of energy to the more futuristic. Already, the combination of growing demand, competitive markets, advances in technology and environmental awareness have propelled natural gas to center stage in the global energy economy.

Twenty years ago, the very topic of my talk—the globalization of natural gas—would have sounded like an oxymoron. Natural gas was then the ultimate local player. And while natural gas markets are still regional at best, we can envision a truly global gas market in the foreseeable future, driven by the same forces that have spurred globalization. It is not a matter of “if,” but rather, of “how” and “when.”

There is plenty of evidence to back my conviction. In the United States, the process of deregulation has opened interstate gas markets to competition and encouraged links to electric companies. Gas market liberalization has also swept the United Kingdom, Argentina and Canada, and is now moving to continental Europe. Upstream and downstream, the gas sector attracts foreign investment, much like the power sector to which it is ever more closely related.

Freed from artificial constraints, in some areas gas has already leapt from the confines of local markets to super-massive regional markets. The e-u imports 41 percent of its gas supplies. Even the United States, the world’s second largest producer of natural gas, imports 14 percent—mostly from here, in western Canada. When U.S. energy secretary bill Richardson asked me to chair a national petroleum council study on natural gas, we found that even in the highly mature U.S. market, demand for natural gas will likely grow by 40 percent by 2015. To meet this demand, our study found that U.S. pipeline imports from Canada will need to grow by one-third over current levels. And in the developing world, from the Bolivia-brazil pipeline in Latin America. To the proposed West Africa gas pipeline ... To collaboration between Bangladesh and India. We are seeing rapid development of regional gas markets, pipelines and infrastructure for long.

Most dramatically, perhaps, movements of l-n-g cargoes are beginning to provide trading link between different regional gas markets, albeit on a modest scale thus far. How close are we now to such a global market? The likely answer is: closer, much closer, than it now seems.

Certainly the exciting new developments in e​ commerce are rapidly expanding the transparency of energy trading worldwide - critical for creating a 

Global gas market.

Of course, i do not expect that even with the power of the internet, the liquid and highly competitive north American market will soon be driven by overseas gas prices. The laws of physics haven’t changed, an& moving gas is still costlier per b-t-u than transporting crude oil. However, as markets grow, new transportation infrastructure and technology will bring sharp reductions in cost. Meanwhile, the obvious benefits from gas globalization will entice governments to eliminate the barriers that still hamper competition in many places. In sum, none of us can afford to plan on the assumption that separate regional gas blocs will last forever. The technology is not yet quite ready to support a world pricing system, but the demand was there. When markets are this big and hungry, and supply. Potential is this abundant, a new technology is almost bound to come along sooner or later, it always does. But what about the future beyond the horizon? Recently i sat down with one of our analysts, who had done some work in charting ratios of energy use over the three centuries since the birth of the industrial age. He compared tons of carbon per tons of oil equivalent, and carbon emissions relative to g-d-p growth. 

In both instances, he found a sharply declining axis; a rapid worldwide trend toward decarbonization. The global promotion of an open market in natural gas is perhaps the single greatest step government and industry can take to achieve truly significant levels of decarbonization in the decades ahead. But at the same time we are rapidly moving toward commercialization of energy technologies independent of carbon, such as photovoltaics and fuel cell. We see clearly that meeting the exploding demand of the developing world in this century will require energy solutions very different from those that we applied during our industrial revolution. We can envision opportunities to “leapfrog” over

Old patterns of energy development through “mini​ grids”, distributed generation and new technologies - much like the cell phone in many developing countries has rendered traditional copper wire infrastructure obsolete.

Texaco, like many of our competitors that once narrowly defined themselves as oil companies, is strategically investing in partnerships and joint ventures whose sole objective is to commercialize technologies that just 20 years ago we brushed off as a weak threat to our tndustry. Today, we know they represent our future. As evidence, i offer you this. This disc is part of the ovonic hydrogen storage system, developed by a company called energy conversion devices inc. In my hand is the potential solution to one of the trickiest hurdles between us and a hydrogen economy: a stable, cost-effective and rechargeable means of 

Storing and transporting hydrogen. 

At present, hydrogen is stored and transported in a liquid or gaseous state. Impractical, costly and potentially dangerous. With this remarkable technology, hydrogen can be stored in a solid state with none of the risks associated with these current methods. The energy within a disc of this size can power a laptop computer for 12 hours, and a system no larger than a conventional fuel tank provides enough hydrogen for a 300-mile trip in a fuel cell-powered car.

Just imagine the opportunities we can now undertake. Moving hydrogen vast distances using existing infrastructure. A simple and efficient means of recharging fuel cells in cars, homes and factories. A technology that can bring the ultimate energy to literally all corners of the world.

Perhaps not in my lifetime, but i do believe that - ultimately and inevitably - we will see the emergence of the hydrogen economy. And it (s technologies such as this that will get us there. In the meantime, if there is one thing everyone at this conference can agree on, it is that we will continue to see dramatic increases in energy demand in the coming century. Indeed, we embrace this, not simply because of our self-interest as energy providers, but because energy will literally drive the future economic growth that is so eagerly sought by those who aspire to a better life. However, the energy profile will not be a monochrome, as it has largely been over the last century. Instead, energy products will fractionalize 

Into a mosaic that includes the internal combustion engine but also hybrid vehicles, fuel cells, solar power and wind.

Certainly, though, natural gas will be among the brightest of energy commodities in this mosaic. 

How will all of this shake out? It is easy to see the future as evolutionary and gradualist, but technological change often does not work that way. Technological change is not a slow continuum, but a succession of lurches and leaps.

I believe that for all the change we have seen in our careers to date— for all the changes we think we know lie ahead. What science will make possible, and what global markets will make feasible will have the power to astonish us all.

That is what makes our work so fascinating. That is why what we do is so important to so many millions of people. I believe technology holds the promise of bringing about a truly global market in natural gas faster than now seems possible.

I believe this market, as it spreads, has the potential to bring light, literacy and improved health to people in every corner of our planet I believe it is one of the single most effective ways to fuel continued human progress in this new century.

That is what globalization is about. That is what our industry is about. And i, for one, am very proud to be a part of 

