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1. Introduction 

Mr. Chairman, Ladies and Gentlemen, 

ONS has through its history been an important window for the presentation of new 
technologies, and has continuously stimulated technical innovations. The Exhibition 
and Conference has built its international prestige by focusing on new developments 
and on its impact on profitability and safety in the North Sea. 

The consequences of new technologies for the people in the industry have so far not 
had the same attention. 

The exploitation of the North Sea has reached a mature stage. We cannot depend on 
discoveries of new gigantic fields to provide the returns needed in the future. 
Yesterday we discussed how to reduce cost in the North Sea. Today I will address the 
balance between economy, technology and people, and concentrate on the people 
issues. 

Let me give you my conclusion before I begin : 

In the future, excellence in management of change will be as important as 
technical excellence if we are to succeed, and getting the right balance between 
technology, economy and people will be decisive. 

2. Unemployment - can we yet rid of the problem? 

One of the most depressing problems facing the rich world is the seemingly relentless 
rise of unemployment. President Clinton has made it his chief goal to create "more and 
better jobs". The European Union, strongly supported by the EFTA-countries, is 
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worried about the high level of unemployment. Jacques Delors has presented his 
proposals for fighting unemployment in Europe. The White Paper on Growth, 
Competitiveness and Employment is important, both because it contains a number of 
good proposals, and because it defines the overall guidelines for reforms. The White 
Paper does not, however, offer a miracle cure. Jobs cannot be created overnight. 

It is, in my view unlikely that Europe will be able to return to something like "full 
employment" in this decade. Even if we were able to sustain annual growth of 3.5% 
throughout Europe, unemployment would probably still be some 6% by the end of the 
century. 

Let me look at some of the reasons behind this development: 

During the 1980s and early 1990s Western European industry has been exposed to 
increasingly competitive pressure from newly industrialised countries in Asia and 
Latin America as well as from Central and Eastern European countries. It has met the 
competition by moving production to lower cost areas. Companies in Western Europe 
have also realised that it is possible to grow without growing the labour force, and are 
responding to the challenge of efficiency by exporting unproductive work, and people, 
as fast as they can. 

Instead of keeping a pool of slightly surplus labour and skills inside the organisation as 
a sort of cushion for emergencies and comfort, they are pushing those skills outside 
and pulling them in when necessary. 

The very high level of unemployment of the last decade will therefore not decline 
swiftly. It is also likely that the whole concept of unemployment will gradually change 
as boundaries between a full time job, part time job, self employment and living off* 
savings or a pension become blurred. 

The increasingly intense level of international competition is forcing businesses to 
become both more efficient and more effective if they are to survive. But that has not 
been enough. Wage agreements which amount to a clear reduction in the real net 
income of workers have for example been accepted in Germany in order to improve 
the competitiveness of German industry. US airlines have survived by workers 
offering lower wages for a major share in the company. 

European industry is in addition faced with a major technological challenge, and will 
have to move rapidly towards the new high-technology industries, and the multi media 
information services. Europe needs, in the same way as the US, a co-ordinated 
programme for implementing an information super highway. 



Ambassador Konrad Seitz, Germany's ambassador to Italy, recently wrote that if we 
succeed in motivating the European people to take the road to the information society, 
we should not fear for Europe's future since we have all the necessary resources to 
create a winning culture. I agree with that view. 

Most people recognise that their old familiar world is changing and react with anxiety 
and often despair. We will have to get used to more frequent and bigger changes as a 
fact of life. We cannot afford to stand still. We must constantly find new ways of 
adding value. There will not be many jobs left unless we succeed in continously 
managing change. 

It is like running a marathon, with no end! But we have to run faster and faster to keep 
up with the competitors.. 

In a business environment like this, focus on employee development will be critical. 
We will need the employees' enthusiasm, motivation and skills if we are to succeed. 
The most successful companies will be the companies able to create a working 
environment where human development has high priority, and where we show in 
action what we frequently talk about - that the company's real asset is its people. We 
will in the future have to find a way of putting the value of those assets on to a sort of 
balance sheet. 

Let me repeat: 

The ability to manage change will be as important as the continued development of 
technological excellence if we are to succeed in a world of global competition and 
increasingly rapid change. 

3. What is happening to the international oil industry? 

The international oil industry is used to changes and restmcturing. It's been part of the 
industry's life from its early days. The dominant Seven Sisters from the 1960's are not 
seven anymore. Acquisitions and take overs are frequently changing the scene. Oil 
companies expand and dispose assets in a continual overhaul. The competitive 
environment have changed and will continue to change. 

Oil producing nations are controlling more and more of the production themselves, and 
have developed their own national state companies to compete with the traditional 



international oil companies, not only in their homemarkets but also by going 
downstream and upstream internationally.. 

The oil industry has always been a global business. Companies have looked for 
investment opportunities world wide. With less potential for new large hydrocarbon 
reserves in the US, American companies are increasingly looking for reserves outside 
North America, further increasing the competition for good assets. 

New areas with high hydrocarbon potential, but also with considerable higher risks, 
are opening up. 

The Former Soviet Union is the best example. Azerbaijan, the birth place of oil 
exploitation in our part of the world , is discussing oil deals with international 
investors. There is still a great potential for major oil and gas discoveries in "the land 
of fire", even after more than 100 years of production.. 

The competition for all good new assets will be intense. Financial strength, 
innovative concepts and technical excellence will be required to win the prize. But it 
will not be enough. The most successful companies will be the ones with a flexible and 
streamlined organisation rapidly adapting to new challenges. 

Downsizing has been an issue in the oil industry for the last decade. Some companies 
are going through their third, fourth and even fifth cut back in an effort to boost 
profits. No oil company can count on increased oil prices to maintain profitability ; 
low costs are equally important in the profitable equitation.. 

The list of companies going through major overhauls reads like an oil industry's Who's 
Who. The loss of jobs in the oil companies the last decade is more than 500 000, 
most of them in the US. Luckily, not everyone made redundant from the oil companies 
has left the industry. We often meet mem in a new capacity. 

The recent round is clearly not only a downsizing exercise. We see even more 
dramatic changes in me structure of the companies. Major corporations are reinventing 
the way they work to face the challenges. Entire decision making and controlling 
layers are eliminated. Corporate structures, often dating back to the 1960's and 1970's, 
are changed to cope with future demands. Business units are broken up into smaller 
groups. New information technology, utilised effectively, transforms the ways 
companies work.' 

Oil companies, like other companies, are developing flatter structures with focused 
leadership so as to be able to allocate resources to those assets which are critical to 



value creation. For too long, organisations have operated through control and 
directives, rules and procedures, layers of management and pyramids of power. All 
very costly. We need fewer checkers checking checkers. Flat organisations have 
proved to be more responsive, effecient and cost effective. 

Decision making, responsibility and authority for profit performance is pushed further 
down in the organisation with more and more emphasis on teamwork. A team where 
all members of the team share a common purpose, understand company goals and 
drive towards those goals. People who collaborate learn from each other and create 
synergy. Organisations that have acquired the learning habit are endlessly questioning 
the status quo, and seeking new methods or products. 

In addition, Alliances are build to utilise synergies, reduce costs and develop new 
business opportunities. Alliances, not only between oil companies, but to an even 
larger degree between oil companies and their suppliers. BP and Statoil's Alliance, 
which was announced at ONS four years ago, has so far proved successful in gaining 
access to interesting business opportunities in Vietnam, Nigeria, Kazakhstan and 
Azerbaijan, by combining the strength of both companies in integrated teams. 

Most companies have developed technical excellence Attention now is on building 
a new, flexible and competitive organisation with managerial excellence so as to be 
able to cope with rapid changes in tomorrow's environment 

5, The changing environment in the Norwegian oil and gas sector 

The ongoing international restructuring will also have its effects on activities on the 
Norwegian Continental Shelf. We know that when multinational companies change 
their working practices, it will also impact their subsidiaries world wide. We have 
seen continously improving efficiency during the last few years within all operators 
and partner organisations. But we are, in the same way as the international industry, 
faced with far more radical changes if the Norwegian Continental Shelf is to maintain 
its competitiveness. 

To extend the life of the Shelf, and maintain good jobs, through the next decades, we 
will have to become more profitable. We will have to become more efficient." We will 
have to find more cost effective solutions. We will have to be more flexible. We will 
have to get used to frequent changes in the way we work. 



Unless we, the oil industry, do our part, it will be difficult to convince the Government 
that they also have to play an active role in establishing a competitive environment. 
Unless the Norwegian Government continuously adapts to the new realities, and to 
global competition, it might become more difficult to attract the best companies to 
Norway in the future. 

We will have to continue to develop cost effective technical solutions, but we will 
also require excellence in management, adaptable organisations and trade unions 
willing to work with the companies to achieve results. In this, we can only succeed if 
we establish trust and close co-operation. 

A few weeks ago the Odin field was closed down. That is another sign of die changing 
environment on the Norwegian Continental Shelf. New fields and platforms will be 
shut in within few years. That is life in an industry producing non-renewable 
resources. 

In some of the fields we have been able to extent the life time of the reservoirs 
considerably by introducing new technologies and enhanced recovery methods. If I 
look back at Statoil's predictions from 1989 and compare them with todays results, we 
currently produce 67% more than anticipated from the same fields. 

Recent documentation show that Ekofisk and Statfjord have been the prime value 
creators on the Norwegian Shelf. Most of the other developments have too low a 
return on investments. I have been surprised by the results, which clearly underline 
the need for drastic action by individual companies, and jointly between the companies 
and the Government. 

In a way we were somewhat blinded by the early discovery of gigantic fields winch 
gave us an economic basis for developing the Shelf and exploring for billions of 
kroner without discovering new major oil fields. In addition, we had for a long period 
high expectations as to future oil prices. We believed we could afford technical and 
organisational solutions of the absolute highest standard. The reality is different. We 
cannot depend on large fields or high oil prices to provide us with the same basis in 
the future. 

When Stortinget - The Norwegian Parliament - established the guidelines for 
Norway's oil policies in the early 1970*s, the most important factor was that the profits 
should be to the benefit of Norwegian society as a whole. Norway should get new 
and demanding jobs. Technology transfer was important. Stavanger and Rogaland 
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should not be the only part of the country seeing the benefits. Well into the 1980's, 
Stavanger had a limit to the size of its oil industry. Bergen, Trondheim, Kristiansund 
and Harstad as well as many of the smaller societies along the long coastline fought 
for their share of the activities. 

Localisation of new organisations has been an important policial issue since 
Parliament decided to locate Statoil and the Norwegian Petroleum Directorate in 
Stavanger in 1972. New production organisations were seen as a stimulus to growth-
creation in local societies. 

Today, the importance of new organisations from an employment point of view is 
greatly reduced. New organisations are leaner and meaner, and far more integrated in 
existing organisations than the "independent" production organisations we knew in the 
early 1980s. But I realise that location is still an important issue to local communities 
even though the impacts are limited. We have to avoid, however, making decisions 
which undermine the fight for cost reductions and efficiency. 

Some 80 000 people are working in the oil and gas sector, on and offshore. That is 4% 
of the total employment in Norway, creating some 15% of the gross national value 
and more than 30% of Norway's export values. During the last decade more than 30 
000 new jobs have been established within the oil and gas sector, including 
contractors, suppliers and research and development.. 

Compared to the significant growth in production of oil and gas in the 1990s, the 
growth in employment has been modest. We have been able to start up new platforms 
offshore with leaner organisations and made existing organisations more efficient. 
This is to a large extent the effect of learning from experience and converting that 
learning into continuous improvement. 

We are able to co-ordinate more and more activities in order to reduce costs, not only 
within one operating company but also between operators. 

We have to realise that this process will never end. We will have to find new ways of 
working within an organisation and in co-operation with partners to create more value 
and to reduce costs even further. This is the real challenge, to change the ways in 
which people think, act and work together. It cannot be achieved through "business as 
usual" management. It must visibly be led from the top. It demands a continual 
process of creating energy, providing focus, and promoting learning. It must be 
supported by an ongoing programme of open, honest and consistent communication. 



ft.jtqjoil - what are we doing? 

Statoil has during the last 4-5 years systematically worked with continuous 
improvements which have resulted in significantly better economic results. The 
impact on the bottom line in 1994 is some 600 million kroner. Programmes are 
initiated both upstream and downstream. I will give you a brief outline of three of the 
programmes, 

- Project 95 
- Borealis, the new petrochemical company 
-Mongstad improvements 

Project 95, within Statoil's upstream operations, set an ambitious target of reducing 
annual costs by 2 billion kroner within 1995. The impact on Statoil's own bottom line 
will be less than the tota cost savings, because partners as well as the Ministry of 
Finance will see significant economic benefits from the project.. 

Let me try to illustrate what has happened, and start by reflecting on some of the 
paradoxes. 

On one hand, Statoil is producing 1,4 million barrels of oil per day as operator with a 
considerable potential for synergies and effective use of large scale operations to 
reduce costs. On the other hand - size can also become an obstacle to utilising those 
advantages. 

A key part of the process was therefore to change the structure. We established 
smaller dedicated organisations with considerable more focus on their own bottom line 
and in addition a joint centre for field services. The dedicated field organisations 
have to look for the most cost effective services either internally or externally. The 
joint centre for field services has to be competitive in supplying services to the 
platform organisations. We can already see the economic benefit from this structural 
change of the organisation. 

Statoil has an advantage - and also an obligation - compared to most other operators 
on the Norwegian Shelf due to the many fields operated by the company. We have to 
be able to use market strength effectively to reduce costs, and I think we are gradually 
getting there. Let me for example share another achievements from Project 95 with 
you: 



Purchasing of goods and services is a major part of the costs of offshore operations. 
Use of fewer suppliers, with more responsibilities, have within the drilling sector 
resulted in 25% cost reduction. We have fewer contracts to handle internally, less 
coordination and control, and more ability to achieve synergies. 

Statoil also has another advantage compared to single field operators: We are able to 
transfer people from an existing field to a new field development. We are for example 
currently building new organisations for the Troll, Heidrun and Sleipner West fields, 
with a need for some 360 people. So far we have been able to transfer more than 250 
people from other parts of Statoil to the new fields without adding new staff. On some 
of the exisiting platforms staffing levels have been reduced by more than 10%. 

The most difficult aspect of Project 95 has been to change the "mental map" of the 
people. Organisations have become flatter and more focused on results. Layers of 
management have disappeared. More responsibilities have been delegated. It has 
proved to be an extremely demanding process, but at the same time rewarding when 
we see the objectives being met. 

Let me add - because it is extremely important:. 

Focus on safety is of prime concern when implementing the change process. We are 
constantly reminded of the importance and priority of safety issues. Introduction of 
more cost effective solutions must never add to the risks.But we cannot accept status 
quo because. of_claims that change will increase risks. 

Another example of Statoil's restructuring to meet tougher competition is the 
establishment of Borealis. 

We looked at several options before we concluded that a joint venture with Neste was 
the best way forward, and we established a new petrochemical company based on 
the resources of the two companies. Both were small players in a very competitive 
market place. Together we can compete and develop a more leading international 
position. Borealis will be in better shape to build a strong market position, develop 
technologies and new products man we would have been able to on our own. Thus, we 
have strengthened Statoil's petrochemical engagement and potential for profitable 
operations. Through the restructuring, which was done in close dialogue and-
co-operation with the trade unions, we also established new opportunities and 
increased job security for most of the employees working in the petrochemical • 
business arm of the company. 



The Mongstad refinery has been tiirough many difficult years. The financial results are 
not satisfactory. We - on our own - cannot improve the international refining margins, 
but we can bring the refinery operations on line with the best in Europe. "A best 
European refinery" was defined. Mongstad is in the middle of a demanding 
programme where the aim is to improve results by 375 million kroner within two 
years. We are confident that the target will be met. 

Mongstad will however have to continue to work on new initiatives for further 
improvements. The programme, including reductions in the number of employees, 
was developed in close conjunction with management, employees and trade unions. I 
would like to stress the importance of close cooperation with the employees 
representatives and the value of the getting everybody involved. It required agreement 
on conirnon goals, as well as an ability to communicate the goals and results in order 
to create the enthusiasm needed for a successful process. 

These are a few, but important steps, in an ongoing process within Statoil.. 

Our ambitions are to improve profitability considerably during the next few years. Last 
year Statoil's return on capital employed after tax was 8%. Next year it should be 
10%. The aim is to get to 12% and rise the equity share from 30% to 35-40%. it's not 
an easy target, and will hinge on major changes in the way we work and in the 
flexibility of the organisation. 

Why is it important for Statoil to improve its financial results? 

From time to time I hear within Statoil comments like: "Statoil is only worried about 
return on capital employed, not concerned about employees. Statoil should be more 
focused on maintaining jobs than return a high profit". On the other hand, I also often 
hear people - often outside Statoil - saying that "Statoil is not effecient enough. It is 
still a typical state company". 

My answer to the comments is simple: We will not be able to build a secure long term 
future for employees without solid economic results. We need a strong financial 
position in order to meet the challenges of tomorrow. We need strong legs to meet 
difficult periods which the oil industry has always gone through and will continue to 
go through in the future. Statoil, as a state oil company, is in a situation no different 
from its private competitors. We serve the owner best by delivering good results, and 
we have to be at least as efficient as our competitors. Due to the size of our activities 
we should really be able to yield better results than smaller operators. 

I have summarised some of Statoil's ongoing projects for you. 



Another major challenge is to develop more profitable projects, especially oil projects 
on. the Norwegian Continental Shelf. Development costs have to come down 
dramatically if we are to succeed. We have been used to develop large fields. Those 
projects are gone. We lack new robust development projects to employ the existing 
organisation. Finding and developing more projects has urgent priority. 

Statoil has started an internal process where the aim is to produce cheaper projects 
which can be concluded in a much shorter time frame. The goal is too reduce costs 
and time by 30-40%. 

To achieve the goals we have to 

improve Statoil's ways of working internally 

build a closer relationship with partners and suppliers utilising the 
combined strength and as much synergy's as possible 

improve the business focus and result orientation in the whole organisation 

adjust internal standards to the realities of the market 

stimulate learning and development of core compentencies. 

The whole idea is to use fewer resources and improve the robustness and profitability 
of new developments, and to become less dependent on high oil prices in launching 
new projects. The Nome project will be a pilot. We can already see that new ways of 
implementing the project will save time and money. 

There is a growing understanding and willingness in the Statoil organisation to accept 
that we need to change and get significant improvements. That is a good starting 
point. We fool ourselves if we believe that implementing the changes will be easy. It 
will be stressful. It may be painful. But it still the only way to go. 

At the same time we will have to intensify the discussion of division of work, of what 
Statoil should do on its own and what others can do for us. The overriding aim must 
always be to find solutions that strengthen the company's competitiveness. 

In Statoil's vision we state that "Statoil's employees will thrive and develop through 
challenging and stimulating tasks". The statement is more than a vision. It is a 



commitment. But at the same time the company will demand of their employees that 
their competence is applied where the company's needs exist. 

Companies around us are, as.I have discussed, making people redundant. Statoil has 
so far avoided that problem in its Norwegian operations. I don't believe however that 
we will be able to maintain the same number of employees as we approach the turn of 
the century. A considerable number of employees will have to move to other jobs, and 
also to other places. Flexibility and ability to change will be required. 

It's a tradition in Norwegian society to seek consensus solutions. That can be seen as 
time consuming and demanding, but handled in the right way, it can in fact improve 
the potential for success. In restnicturing the petrochemical sector we were able to 
develop consensus through close dialogue between management and trade union 
representatives. We had the same objectives - strengthen the competitive position and 
secure jobs. I am confident we developed an even more competitive petrochemical 
industry through the close co-operation with the trade unions. 

ln Statoil more than 70% of the employees are organised. Unions have a stronger 
position on the Norwegian Shelf than for example across the water in the UK. I see 
advantages in strong and responsible trade unions. Trade union representatives have a 
lot to offer in the Board of the Company and in the internal work in the company. 
They are a valuable link between management and the organisation. If management 
and trade unions can establish a joint understanding of possible solutions, 
implementation of actions will be smoother and more successful. We want to strive 
towards consensus, but not use the process to delay necessary actions. 

I realise that it may be more difficult to get acceptance for more efficiency on a 
profitable platform in the North Sea than in an organisation exposed to tough 
competition. But I would strongly emphasize that efficiency is as important on the 
platforms as anywhere else in the company. Both managers and trade union leaders 
have a responsibility for establishing that understanding if we are to build a financially 
strong company that can look for new business opportunities, strengthening the future 
of the company and its employees. 

We have been able to tap more oil and gas out of most of the reservoirs in the North 
Sea through innovation and learning. We have been able to debottleneck and get 
higher productions sustained over a longer period than we initially anticipated. We 
must in future be'equally clever in developing and tapping our human resource base. 

We urgently have to plant the seeds for future harvesting of smaller and more 
dispersed oil and gas deposits on the Norwegian Continental Shelf. We can't wait if 



we are to avoid a rapid fall in investments, production and employment. That means 
finding more oil reserves capable of being profitably developed. 

7. And in conclusion - mv vision 

I want a company culture in Statoil built on continuous improvement, where we day in 
and day out are learning by doing and taking small steps in the right direction. A 
culture that also enables us to implement fundamental changes to the way we work if 
and when required. To stay profitable, get new projects off the ground and build for 
the future, marginal improvements will not provide solutions - more radical changes 
are needed.. 

In Japan sacking of people is seen as a source of great shame, not a sign of toughness 
to be congratulated on in the golf club. I support that attitude. But even Japanese 
companies are now faced with the unavoidable in order to maintain their 
competitiveness. Statoil may also be faced with that reality, and we will have to take 
the consequences if required. 

"In dreams begins responsibility..." observed the great Irish poet William Butler Yeats, 
for he understood that no lasting achievement is possible without a vision, and no 
dream can become real without action and responsibility. 

My vision for Statoil is, that 

"Statoil will be a leading international oil company with a base in Norwegian oil and 
gas resources, creating value for the owner and society. 

Through continuous improvement, individually and jointly, we shall compete with the 
best. 

In all our business activities we shall be in the forefront on safety and environment. 

We shall meet the expectations of our customers by developing service and quality in 
all areas. 

Statoil's employees will thrive and develop through challenging and stimulating 
tasks" 

I admit willingly that it is an ambitious vision, some may even call it a dream. I believe 
it is possible to reach the goal and establish Statoil among the best, not only iri our 



home market, but also on the international scene. I also believe that it is possible to i 
further develop the Norwegian Continental Shelf and extent its life for generations to 
come. We must however, take some immediate actions. 

We have no choice but to constantly reinvent the way we work. We will have to create 
organisations where power is delegated and control is limited. We will have to invest 
in people and trust them. We will have to create an organisation that never stops 
learning. We will have to motivate innovation and jump with pleasure at unexpected 
proposals bringing us towards the vision. 

Mr. Chairman, 

It has been a challenge to find the right balance between technology and 
economy. 
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It will be even more challenging to find to find the right balance between 
technology, economy and people. 

We will have become as excellent in managing change as we are in drilling 
horizontal wells in the North Sea. 

Thank you for your attention. 
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