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Thank you for the opportunity to speak at this important conference. It is always

a pleasure to be in Norway.

Phillips has been the beneficiary of a close association with your country for

many years, and so have I.

I have been personally involved with activities here since the discovery of Ekofisk

in 1969. That was an important milestone, for both Phillips and Norway. Since then, it

has been my pleasure to work with many of you as you have built an impressive, world-

class petroleum industry.

I know it was not always easy.

Over the years, you have overcome many challenges. Perhaps&he greatest one

was building an industry in a climate of chronic price swings.

When oil prices collapsed, there were many who believed the future of the North

Sea would collapse, as well. Obviously, they did not understand your tenacity, or your

commitment to developing your resources and advancing your economy.

When Norway introduced NORSOK and the U.K. introduced CRJNE, a signal

was sent: The North Sea countries intended to remain competitive players in the world

petroleum scene.

Today, no one doubts your influence, or your future, as one of the world's great

petroleum-producing regions. Nor does anyone doubt the high standards you have set for

this industry, especially in the areas of safety and the environment.

Your commitment to worker safety and protecting the environment is legendary,

and I believe your influence in both these areas will be even stronger and more vital in

coming years. I say this because of growing public concern about our industry, mainly

about the products we produce and their potential impact on the environment.

With your strong environmental ethic and worldwide credibility, you will play a

major role in how our industry responds to this important issue.

Today, you have asked for my thoughts on the environmental challenges that lie

ahead, and asked me to suggest ways we might work together to meet the world's

growing energy needs and the public's growing environmental concerns.

I welcome your invitation.
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In my talk today, I will focus not only on the issue of sustainable development

and steps we must take to achieve it, but also on the importance of maintaining a

vigorous, healthy industry - an industry capable of ensuring a higher standard of living

for people worldwide.

A number of years ago, a Norwegian prime minister gave us her vision of

sustainable development. It was a vision both philosophic and pragmatic. What Mrs.

Brundtland called for was a world in which we achieve a balance of economic, social and

environmental needs - a world in which we continuously raise the quality of life while

preserving the quality of the environment.

She recognized the important role energy, particularly fossil fuels, had to play in

such a vision.

Available, affordable energy is what built the economies of the developed

countries, and what is needed to overcome poverty and build economic progress in the

developing world.

We know only too well that poverty brings not only human suffering, but also

environmental damage. Only by building healthy economies, economies in which people

can continuously improve their standard of living, can we also build a healthy

environment.

Energy, economic development and the environment - all are at the heart of

sustainable development, and all must be viewed together.

Unfortunately, there is a growing belief that these are separate issues in conflict

with each other - a belief that economic development and energy development can come

only at the expense of a healthy environment.

This fear is being driven by projections of a rapidly growing population and a

corresponding increase in energy use. Over the next 20 years, some 2 billion people are

expected to be added to the planet. At the same time, the International Energy Agency

predicts that energy use will rise by some 30 percent over the next 10 years, alone.

Many worry that an increase of this magnitude will result in higher greenhouse

gas emissions and contribute to global climate change.
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This concern was driven home last December when world leaders met in Kyoto

and negotiated a protocol to reduce greenhouse gas emissions, especially emissions of

carbon dioxide. Because fossil fuels, when consumed, emit carbon dioxide, our industry

is clearly in the middle of the debate over global climate change.

No one is certain what impact carbon dioxide or other greenhouse gases may have

on the environment or on climate change. However there is some evidence that

concentrations of greenhouse gases in the earth's atmosphere are increasing, and that

average temperature has risen slightly over the past century. But scientists remain unsure

and divided over whether the two are connected. After all, since the beginning of time,

there have been natural fluctuations in the earth's climate. The ice age is a good example.

Despite scientific uncertainties, the public and our industry are understandably

concerned about the negative impact fossil fuels may have on the environment, and it is

only prudent that we address these concerns.

I see several steps we can take immediately. These are basic, common-sense

approaches that are already engrained in the environmental ethic we all share.

Over the short-term, we can continue to emphasize energy conservation and

encourage greater energy efficiencies.

We also must continue our work to develop cleaner-burning fuels and to increase

the transfer of more energy-efficient technologies to the developing world, particularly

countries in Asia where industrial and population growth is expected to be the greatest.

As these countries move to improve the quality of life for their people, we know

their greenhouse gas emissions will increase, especially if they rely on their vast reserves

of coal. For the short-term, it makes both environmental and economic sense to provide

these countries the technology they need to minimize the impact the higher use of fossil

fuels might have on the environment.

Longer term, we must invest more in research, both to minimize emissions and to

improve our understanding of greenhouse gases and their possible impact on climate

change. We also need to learn more about the role oceans and other sinks play in

reducing greenhouse gas accumulations.
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As we learn more about the issues, we may find there is little to worry about. Or

we may find we need to take more aggressive steps, in more areas, than Kyoto called for.

Research will help resolve many of the uncertainties, and it will focus our efforts so that

we continue to contribute to the world's ever-improving quality of life.

Research will also provide the technology that will enable us to continuously

improve the way we search for, produce and deliver energy.

All we need do is look at the North Sea to see the challenges technology has

overcome. Thirty years ago, there was no blueprint for developing a field in the middle

of the North Sea. Through our combined efforts, we tamed one of the world's most

hostile environments and proved that nature and technology can thrive together. Today,

your fishing industry stands as tall as your energy industry.

This month, my company is launching Ekofisk II, a state-of-the-art renovation

that incorporates leading-edge technology - technology that is more cost-effective, more

efficient and more environmentally sound than was thought possible when we developed

the field in the 1970s.

The experience companies like mine have gained in the North Sea is helping our

industry operate in even more difficult regions of the world. Advanced exploration tools

are enabling us to reduce the cost of finding and developing oil and natural gas, and to

select our drilling prospects with greater precision and with minimum impact on the

environment.

Technology also is improving our refining processes. So that today we are

producing the cleanest fuels ever.

As we look to the future, I am convinced technology will continue to shape our

industry, and play a major role in the way we meet the world's future energy needs and

the public's environmental demands.

Through technology, I believe we will develop even cleaner-burning processes for

fossil fuels, including coal; safer and more acceptable nuclear power, as well as biomass.

I believe renewables will also become a growing part of the energy mix as technology

addresses some of the existing cost and deliverability problems.
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Technology will also bring new efficiencies in the way we consume energy.

Look at the automotive industry. That industry has made great strides in

developing more fuel-efficient vehicles, and research is under way that could bring even

more dramatic results.

Long-term, I am optimistic we will meet the energy and environmental demands

ahead - and that economies around the world will continue to grow.

I say this, though, with one caveat.

We will meet the challenges before us, provided we work together to maintain a

vigorous and healthy industry.

There are several short-term issues that I fear, if not resolved, could dampen that

prospect. One of the most important is over-supply. In the 1970s, we worried about

running out of oil. Today, the world is awash with oil and gas, and even more supplies

may soon be coming on stream.

Outside the OPEC world, there has been a major effort to increase output by

producers in Latin America, Africa, Asia, Russia and other countries in the Former Soviet

Union. Within OPEC, many countries would like to increase their production capacity;

and, of course, waiting in the wings are Iraq and Iran.

Combine this with the work that is under way to convert heavy oils and natural

gas into liquids, and you see a supply scenario that is not at all encouraging, particularly

in the short-term.

The demand side of the equation is equally uncertain, primarily because of the

financial crisis currently facing much of Asia. Before Asia's problems surfaced, world

oil demand was expected to increase at the rate of 2.6 percent a year. Now, there is the

possibility of much weaker demand. All of this is putting tremendous pressure on the

price of crude oil and natural gas. In June, oil prices hit their lowest level in more than a

decade.

I was struck by a graph I saw recently in The Wall Street Journal. It tracked crude

oil commodities from February through the end of May. Within that short time frame,

prices fluctuated by more than 30 percent.
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The stock market also reflects the impact that over-supply is having on our

industry. Over the last five years, the petroleum industry has trailed the S&P Industrials

by more than 60 percentage points in total return on shareholder equity.

This is a serious issue for publicly traded companies. Without the confidence of

the financial markets, we will be hard-pressed to raise the capital required for future

energy development.

Another issue we face is uncertainty over the role governments will take in regard

to our industry. As world leaders respond to Kyoto, we are likely to see operating

adjustments, and perhaps new regulations, aimed at minimizing greenhouse gas

emissions. Will these new restrictions be reasonable? And will industry be given the

latitude of finding the most cost-effective ways of meeting them? Or will the targets be

prescriptive, and the regulations costly and counter-productive? Only time will tell.

Then, of course, there is the ever-present issue of taxation.

The combination of low energy prices and high taxes is lethal to the health of our

industry and for the millions of jobs we create. Our industry has spent the better part of

the decade streamlining, downsizing and restructuring to deal with low prices and high

taxes. All of this has come at significant human cost. By some estimates, the U.S.

petroleum industry has lost more jobs over the past decade than the automotive and steel

industries combined.

And finally, there is the issue of public trust. Few industries can survive without

the respect and confidence of its customers and employees. It is no longer enough that we

do our jobs superbly; that we are safe, clean operators, and dependable providers of

reasonably priced energy. As long as we are seen as part of the environmental problem -

and not part of the solution - we will be hard-pressed to meet the challenges ahead.

These are near-term problems with long-term implications. If our industry is to

maintain its historic vigor and continue fueling the world economy, we must move

quickly to address each of them.

Obviously, we must do a better job at balancing supply and demand. As

producers and producing countries, we must be prepared to react swiftly to changing

worldwide demand events, such as Asia's financial problems.
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Over the last four years, Asia has accounted for about half the growth in

worldwide oil demand. Even if demand slows because of the current economic situation,

Asia's energy needs are sure to increase as its population increases and as countries

demand an ever-improving quality of life for their citizens.

Over the next decade, 50 percent of the world's population growth is expected to

be in that region of the world. Asia is, and will continue to be, a driving force in our

efforts to balance supply and demand.

It is also important that industry and government work together to address the

environmental challenges ahead and protect worldwide economic health. As the Kyoto

protocol continues to unfold, I would hope to see our industry and host governments

work in collaboration to develop reasonable approaches for addressing greenhouse gas

emissions - approaches based on sound research, so that we have a better understanding

of greenhouse gases and their potential impact on the environment.

At the same time, I would also hope to see governments working to provide a

stable fiscal environment for our industry. Capital-intensive industries like ours need

surety of contract terms, as well as taxation. Economic incentives attract or depress risk

capital. These days, the margin for error has become extremely small, especially in this

climate of low prices.

Finally, we must have the support and trust of the public. Public trust will only be

earned when people know we take sustainable development seriously; and they know we

are working to deliver cost-effective energy, produced and used in environmentally sound

ways.

It was Norway that gave us the vision of sustainable development. Now, it is time

to carry out that vision.

World energy needs are growing, and so is the public's concern about the impact

of fossil fuels on the environment.

Our task is to reconcile these two issues - to deliver the energy that will build a

higher standard of living in the 21st Century and do it in a way that does not unduly harm

the environment.
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I believe in the old saying that there are three types of companies: those that make

things happen; those who watch things happen, and those who wonder what happened.

Phillips intends to be one of the companies that makes things happen, and I am

confident that Norway and the North Sea producers will be there with us.

As we prepare to usher in a new millennium, 1 can think of no one better suited

than you to help this industry meet the world's energy needs in the most environmentally

responsible manner possible.

###


