DICK CHENEY

(Speech transcribed from video)

Thank you very much for asking me this morning to talk on the subject not ordinarily on the radar screen for service companies. 

It is an honour to be invited onto the panel this morning.  I have been asked to show an American view, to have the opportunity to share my thoughts on corporate responsibility.  I cannot speak for all the US gas industries, but I would like to share my views and also from my perspective as I see it.

Obviously the key is finding an optimum balance, which, some refer to as the triple bottom line, profits, social and environmental results. 

Let me state at the outset, profit and principle are not mutually exclusive.  I start with the proposition, what we do finding, developing and producing petroleum products, is in itself an enormous value to our society.  Without the energy resources we provide there would be no global economy. The world is far better off at the beginning the 21st century because of all we have accomplished over the last 150 years in the oil and gas industries.  Any discussion of social responsibly has to take note of the enormous contribution made by this industry. An improved standard of living and enhanced quality of life for people all over the world.

Further economic progress will depend on achieving economic growth and will depend on our finding and developing the world’s energy resources.  The results will depend on the vast large amounts of capital invested in new technology and in skilled people if we are to succeed in the opportunity for those people who still live in poverty, if we are to make any progress at all in closing the gap in the developing world. 

Keeping in mind our basic mission we must also insure that we go about business with due regard for social, ethical and environmental impacts of our industry.  We all learned lessons in recent decades with our industry.  Problems and relations with indigenous people’s, charges of corruption and the like.  I am not here to apologise for the industry or to make excuses for it.  What we are doing is right and we can do more in the coming decades. 

I think most of us share the same fundamental goal in the areas of health, safety and environmental care and ethical practices. For my part I want to take a pragmatic view on these issues, based on the full cost and benefits, in other words finding the most effective way to improve and benefit from environmental and social issues.

Traditionally, engineering service companies have different perspectives of social and environmental issues from that of the oil and gas companies.  Of course we don’t own any reserves.  

The oil companies resources control, have more of the risk than the reward involved and at times greater responsibility, than service industries.  Of course they must bring their own best practices to the job.  We have very high standard for safety and inviroment care, we demand no less.

At Halliburton we view the land and the oceans as  resources for all generations and our good stewardship of those resources as a fundamental value of our company.  This is defined as carefully managing others property, in  Halliburton’s case both the clients acreage, and mankind’s heritage resources.

The way we conduct ourselves is our legacy in the countries where we operate, and our reputation is the key to our business.  We have a broad prospective of who are global stakeholders. At Halliburton they include shareholders, employees, retirees, customers, business, government and sometimes non-government organisations.

We are always balancing the needs of the very stakeholders that are being successful in a long tern business. Halliburton together with Kellogg, Brown and Root have been investing in these activities for more than a 100 years. 

Halliburton has tried to set the pace for service companies in terms of social and environmental responsibility.  We have concrete ideas of what is achievable and we look for ways to implement real solutions. To invest in technical problems  is probably our strong suit and leads to lots of things be it economic considerations and significantly the pay off available.

We are developing environmental friendly chemicals for drilling and well stimulus.  We are developing ways of know how to evaluate reservoir with zero emissions, done without bringing hydrocarbons to the surface.  This must be done, as our new technology burn is 99.9% of hydrocarbons. Halliburtons, Kellogg’s and Roots scan and map findings, and technology dramatically reduces leaks, so there are essentially no emissions.  

In our Kellogg unit, “the unit for our electrified natural gas for the Nigeria project”, we have significantly reduced the amount of gas flared in West Africa, reducing the waste of non-renewable resources.

Just recently we announced the results of a development project, which we undertook, with our friends 

Statuer .  Our new Anaconda drilling system uses a renewalable resource  OTC in Houston a few weeks ago, makes an enormous, economical and environmental  but will allow us to effectively develop more than ever before new resources in the existing reservoirs, not previously tapped. 

 Halliburton has over 100,000 employees and safety is the top priority for them.  Our incident rate is already much better than average oil and gas, engineering, construction and manufacturing industry.  Improvement even further, is possible with you people as an asset, not a cost.  This is knowledge and gives our employees comparative advantage.  We understand the face of business .  Our people are now in more than 120 countries and not all of them garden spots. 

Ethical standards are absolutely crucial.  In my view, social and responsible should come from companies themselves and the private sector should be an agent for change.  Social responsibility policies should be a normal part of doing business.  Find sufficient motivation to act responsibly from good public practises.  Between the MGM and CNN, Internet and many other media outlets, this has become a very transparent, immediate world, where nothing goes unnoticed.  The same best practices our industry applies in the Gulf of Mexico needs to be applied in the Gulf of Bahrain and the rest of the world.

Sometimes government can get in the way of sound policy.  An example of the effectiveness of government mandate, US unilateral economic sanctions.  I’ve spoken in the past and I believe multilateral sanctions, where a community comes together can sometimes be effective in achieving small political, policy or human rights objective.  But sometimes-unilateral sanctions have not proven to be effective.

If legitimate oil companies are not permitted to operate then, the oil industry will not shut down, it will mean other companies who do not meet the same high standard, may simply step in.

The US have traditionally been the advocates of law and free trade, encouraging the free flow of goods, services, ideas and capital across international boundaries.  Commercial engagement and free flow of goods is more effective than isolation.  Good investments are a good way to faster change: There are numerous examples of open social investments which oil companies have made in certain countries, which without such an investment the general public would be worse off.

Trade and the exchange is important in opening up these societies, but unilateral sanctions often interfere with our practice.

The fact is the world’s economy needs energy. The world as a whole needs the oil companies to keep finding and developing oil to offset the planet's 71 million barrels per day depletion and also meet new demands.  By some estimates, over the next 10 years an additional 50 million barrels a day of oil, that we don’t now produce will be required.  Where is it going to come from?  Obviously government and the international oil companies have bought 90% of the worlds oil reserves.  People must realize how important development of energy is, and what an enormous challenge there is at keeping it available.  Natural gasses is an area where the industry have invested millions to develop natural gas resources, to make that more environmental friendly than other sources of energies; such as some coal or high sulphur fuel oil, and also the most efficient fuel for more power generation.  The technology that we have at Kellogg is instrumental in some of natural gas’s largest projects, in bringing clean gas to some of the world’s more polluted cities.

Gas technology is on the threshold of commerce, intertwined with fine products with the coming demand for clean fuels.  Natural gas and most oil and gas companies today, have shifted their portfolio into place more to be move effectively on the strive for cleaner gas.

Our industry is saddled with an image problem, as a polluted smokestack industry, but in reality it has become a knowledge-based bus, using sophisticated hardware and software.  The industry is at the cutting edge of science and technology, having revolutionised the oil industry in the last decade.

The pace of advancement is excelerating, and the way the oil and gas is produced has changed radically in the last 15 years, and enhancements in technology have reduced the costs to the fields, which were not once economical, and are now easily producing a profit. Companies have greater buying power for oil and gas from new fuels with complex geographical structures.  The high costs that have been brought to bear on deep-water drillings are remarkable. The real action is not the wellhead, but at the computer screen. The oil industry is only second now to the computer industry, employing engineers.

Frankly the focus on the global economy is old news for our industry.  Ours were global companies investing outside the industrial countries, at the turn of the last century 100 year ago.

People need to realise the energy industry often represents the largest foreign investment in many parts of the world and we are having a positive impact in many developing countries.  Our investment and technology strengthen these economies and have a full effect on the local market.

Oil operations to build human capital with training and jobs with oil companies bring in technical improvement in health care and education. Already there has been economic progress in many areas of the world.  All of this accomplished while striving to have a minimal impact on the local community. 

How many other industries have done as much, how many investment banks do you know who have built schools, Airlines who have built housing or the manufacturing industries who have built hospitals. The oil industry is unlike any other industry.  A particular incident or shortcoming, affects public conception of our industry, but our achievements are rarely acknowledged.

The oil and gas industries must be pro-active on social and environmental problems. It won’t work for the industry to whine, about how we are misunderstood… when prices at the wells are high and people are paying more at the pumps.

We must hold ourselves to reach the highest standards worldwide on the human rights issue.  It matters how the world views our companies. We want our reputation to precede us in countries where we operate, it is our future. 

Let me just say a word about the positive things our industry as achieved in recent years.  We have allocated enormous resources to improve our performance.  In 1970 US oil firms spent over 600 million on  investment protection, in 1995 it was nearly 10 billion dollars.  The oil industry has developed fuels like reformulated gasoline and initiated  research to reduce pollution in cars. Emissions from new cars is 95% lower now than they were in the sixties.

10 years ago the US oil industry created the step programme, ”Strategies to improve the environmental partnership”. Many companies have set up international emissions trading systems, both national and international, leading to reducing emissions.  There are numerous other examples, new safer oil tankers, experimental new oil tanks, have all  been improved and facilities are set up with a much smaller footprint  than in the past.  All of the signs point the way ahead for change.  Companies and many industries are criticized for their short-term profit view.  But the oil industries take a long term view; investments are required to follow resources. Long-term investment in fixed assets and the same long-term investment is a good match for what the needs are. In the long-term view we will find the right solutions. 

Thank you ladies and gentlemen

PAGE  
1

