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Chairman Ladies and Gentlemen, good morning and thank you for that very kind introduction. It’s a great pleasure to be here and to have the chance to talk to you today.

I believe we’re at a very interesting moment in the history of this great industry.

A moment of great potential, because I think we’re now seeing an old industry going through a process of’ genuine renewal which will allow us to deliver exceptional results - on every dimension of performance - and will enable us to set a new standard.

That’s a big claim ... and it’s a particularly big claim given the fact that for the last couple of years this industry seems to be been written off because it was too old and too slow ... because for all the triumphs of the past we seemed to have too much history and all our greatest days were behind us.

It certainly hasn’t been fashionable to be working in the oil and gas sector.

Fashion has been with the new. With the new sectors and the new companies, symbolised by the dot.com world.

Fashion has concentrated on promise and aspiration and has ignored the realities of true performance -the realities of delivering real products to real consumers and making real profits in the process.

Fashion has concentrated on the possible customers which the new companies might find.

In doing so it has ignored the reality which is that over the last decade this industry had added almost 900 million actual new customers world-wide, and has met the divergent, volatile needs of that new marketplace in ways that have in almost all cases produced enhanced returns for investors.

Now, I don’t want in any way to disparage the.new sectors and the new companies.

Many of them are our customers and some of them will be the great companies of tomorrow.

But the first challenge for any business is delivery and my sense is that the markets of the world have begun to restore a degree of authenticity to valuations - a gentle reminder of the rigorous requirement that a company is about producing real results - not just promises and aspirations.

Of course in that authentic and rigorous world we in this industry also have to perform, and I believe the changes which have taken place over the last few years put us in an excellent position to do so in a way which very few commentators have yet appreciated.

And that is what I want to talk about today.

There are three or four factors which have reshaped this industry in the last few years.

The first, and perhaps most obvious is the process of consolidation.

I think people are now beginning to understand that the consolidation which has taken place here and in Europe is not about an end game, nor about a concentration of power in the marketplace designed to squeeze the consumer.

The industry has never been more competitive - because there are now a small number of players with the strength and ability to reach out to undertake activity right across the world ... and a larger number of very successful smaller players who through specialisation enhance competition in the areas where they operate.

It’s probably inevitable, given the history of the industry and the fact that oil prices have tripled in the last fifteen months, that the competition authorities should scrutinise every transaction very carefully.

But I’m absolutely convinced that the result of the changes we’ve seen is a more competitive industry than we had three years ago.

Consolidation and restructUring is one factor.

The next element of the change we’ve experienced is the growth in demand, and the changing nature of that demand.

The world uses 8 million more barrels of oil and 30 billion cubic feet more of gas every day than it did in the spring of 1990.

The growth of gas in particular has been and continues to be spectacular, and I believe that change can legitimately be seen as part of a wider, longer term shift to lighter, cleaner, less carbon intensive fuels.

There is much debate about the impact of environmental concern on our industry.

I’m convinced that impact will be profound over time, and that we won’t and shouldn’t ignore or dismiss the real concerns about the impact of human activity on the natural environment.

To me the shift that has taken place in the fuel mix, and the development of cleaner, lighter products which are being eagerly embraced by the consumer is the real leading indicator of change.

And I think it is also a demonstration that we have nothing to fear as an industry from a serious debate on the environment because technology is progressively enabling us to supply the sort of products which the new consumer wants to buy.

And technology is the third element of changes.

Clean’ fuel technology is just one example of the way in which applied science is changing what this industry can do.

Sub sea technology is allowing us to work in ever deeper water.

Over the last decade advances in that area have allowed us :to access a whole new oil and gas province in the deep water of the Gulf of Mexico. 20 fields discovered - with a prospective 4.4 bn boe of reserves.

Three fields under development and likely to bring production to 300,000 barrels per day by the end of next year with another ten fields at various stages of development beyond that.

A new province which over the next few years is likely to outstrip even Alaska as a supplier to the US -with the learning from the development of that new province now being taken overseas to open the deep water off Africa and Latin America and beyond.

And the impact of technology goes further.

Downstream, technical progress is making it possible to create the refining and petrochemical complexes of the future - the so called ideal sites which combine in a single space a complex mixture of activity linking supply directly to demand and allowing real time management of flows in response to market conditions.

Ten years ago that was no more than a planner’s fantasy. Now it’s a reality.

So consolidation, the changing pattern and growth of demand and the impact of technology.

And then there are the externalities - the potential offered by all the changes that have taken place in the relationships between the industry and the world in which we operate.

From the development of new financial markets and new procurement exchanges using the internet ... to the creation of new relationships across the old dividing line between the public and the private sector.

It’s hard to remember now a time when we all thought of the OPEC states and many other countries as “inaccessible” but in reality it isn’t that long ago.

Now the links - in China and the Middle East and many other parts of the world - are strong and growing on the basis of mutual advantage and growing mutual understanding.

The debate on globalisation is complex and important.

I think it is too important to be left to slogans or to be dismissed as a product of fringe activity.

Globalisation is partial and incomplete.

Trade has grown but I think it is still true that 90 per cent of all economic activity is conducted within national boundaries.

Energy is one of the most globalised businesses - but I believe that even in this sector more than 75 per cent of all the energy used world-wide is produced in the country where it is used.

To equate globalisation with physical trade is too narrow a definition.  To me the real benefit of globalisation is the opening of the world to ideas and to the unrestricted flow of knowledge.

We’ve just made a significant investment in China and we obviously welcome the development of normal trading relationships between China and the rest of the world because it will help us to do business.

But I think the greater importance of open trade and open markets is that knowledge will travel - and not just in one direction.

I have a sense that we have a huge amount to learn from a civilisation as rich as China.

Globalisation, though, does create a degree of responsibility. Companies’ working on a global basis have to tread with care and sensitivity.

I think, in terms of the impact of external change, the industry has begun to benefit over the last few years from the acceptance that we are simply one part of society ... that we cannot dictate terms or pretend to be greater than Government, and that our strength and our future comes not from an assertion of power ... but rather from the skills and the accumulated learning which we can offer to people who need the basic but essential products we provide.

All those changes have taken place or are in progress.

Cumulatively they give us enormous potential - the potential to be more productive, and to deliver more from the combination of people, capital and technology we employ.

Productivity is the new agenda ... and it takes many forms.

I can only really speak from our experience but I think the examples I’m going to talk about are reflected in different ways in many different companies large and small throughout the industry.’

First, there is the productivity of human skills, and the ability which the new circumstances give us to apply those skills globally.

This doesn’t just mean that well trained and highly skilled specialists can work in a wider range of countries - it’s about much more than that.

Real productivity comes from the combination of experience and imagination.

The ability for instance to take extensive experience in the development and marketing of Chemicals into a great new marketplace such as China ... and to show the creative imagination which allows you to combine that experience with long established and richly talented Chinese enterprise in a spirit of mutual advantage.

Or to take another example the ability to bring together different skills - in refining technology and marketing - from operations which only two years ago were quite separate and to produce a new generation of fuels, free of sulphur and lead and benzene which give customers a great new choice.

Two years ago that sort of offer was a dream.

By. the end of this year it will be a reality in more than forty cities around the world.

Then there is the productivity of technology - the ability to access, combine and apply scientific advance across a whole span of activity.

In drilling for instance putting together all the different elements of knowledge about a particular oil or gas reservoir - the chemistry, the physics, the geology the seismic data and so on - and using that integrated knowledge to improve your understanding of how to maximise recovery rates ... and how to minimise unit costs.

That capacity is growing all the time, and is enabling us both to reach into new areas - particularly the deep water as I mentioned - and to renew the life of established provinces which on the basis of old approaches would already have reached the end of their useful life.

•We produce around 800,000 barrels per day from the North Sea.

When I first worked in the North Sea in the 1970s the best estimates were that the whole province would be exhausted by the mid 1990s.

Now we can look ahead with real confidence to continued production at current levels for another decade.

Not primarily from new discoveries - because’ the sizeable fields have already been developed - but from an extensive programme of in-fill and satellite developments around those established fields.

Drilling and production technology is one example of the impact of productivity.

Another is in the LNG business where the integrated understanding of the science is transforming the economics, and creating the potential for LNG supplies to create a global gas market, responding to growing demand in a commercially effective way.

And another is the technology of the web - the potential for electronic commerce and for the development of substantial new marketplaces - linking not just one supplier and one buyer - but innumerable suppliers and buyers trading in real time.

So productivity from the application of human skills and from the continued integrated advances in technology.

There is continuing cost productivity - as companies steadily eliminate overheads, bureaucracy and duplication.

The fashionable view seems to be that we’ve done all that - and that there is little further potential to reduce costs.

I don’t agree.

In fact I think we’re just beginning to learn how to spread best practice and even more important how to achieve a simplicity and clarity of organisation and management which can focus on what needs to be done, and eliminate all the surrounding clutter.

The ambition must be to combine reach and simplicity - and if we can do that I think the potential’ for further gains from cost productivity is extensive.

Behind all those factors is the drive of competition.

Nothing stimulates progress in all the areas I’ve mentioned so much as competition and the transparent exposure of performance.

In the new industry there can be no room for complacency - especially for thOse of us who are the larger players.

There are no protected niches - no cosy concessions.

There’s no certainty that the markets we have today will still be ours tomorrow.

Everything is subject to competition and everything we do is transparent.

Never in the history of business has so much been reported so openly so often - and that means both that we can’t hide weakness, and equally that we can’t automatically expect to hold on to what we have.

Every advance is watched, and monitored and copied.

Technology in particular travels openly - and there are very few areas of proprietary knowledge.

All that means that we have to earn our position every day, and that is the greatest drive of all for productivity.

And the result of all that is a very exciting industry.

I’ve worked in this business for over 30 years now, and that period has included some very dramatic times.

But I have to say that I find this the best of times to be alive - because of all the changes that are taking place, and because at this moment’of renaissance the future is so full of promise and opportunity.

As we begin to understand the impact of what has happened - the impact of the restructuring and of the wave of technical change - we’ll appreciate that the potential now exists for the industry.

•
to build on the growth we’ve seen over the last ten years.

I
to match the needs of a growing world market - a market which is now expanding because of population growth and spreading prosperity by perhaps 200 million consumers a year. A global industry supplying a global market.

•
to respond constructively and commercially to the all environmental challenges - from climate change to the need for clean air in the cities.

•
and to combine a growth in the volume of business - in oil, in gas and in petrochemicals - with a

growth in returns - from the multiple sources of productivity which I’ve mentioned.

I
don’t doubt that there will continue to be fashions - what would the newspapers do without them?

Fashions change ... but reality always reasserts itself in the end, and I believe this industry, our industry, now has the potential to match needs to capacity in a way which will delivery exceptional results ... and which make this industry once again the one which sets the standard for all great companies of the world.

Ladies and Gentlemen it is a privilege to be here.

Thank you for your attention. I hope you have a tremendous conference.

