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JOINT VENTURES IN THE INTERNATIONAL PETROLEUM

INDUSTRY: EXPLORATION AND DRILLING

CHAPTER I

INTRODUCTION

This is an empirical examination of joint ventures in the inter-
national oil industry. Emphasis is on the exploration and drilling
nhase. The magnitude, participation, control, and participant patterns
of joint ventures are studied. A comparison of this data with similar
data on producing operations, pipelines, and refineries concludes the
study. A detailed examination of producing operations and pipelines
was done separately by John R. Munkirs.

A joint venture is defined as a legal arrangement through which
two or more economic or political entities combine to engage in some
aspect of oil production. This definition allows several types of joint
ventures. Two types are singled out for purposes of this study.

One type of joint venture is a joint subsidiary. A joint sub-
sidiary may be owned in equal or unequal shares by two or more partici-
pants. An example of this type of joint venture is P. T. Stanvac,
Tndonesia. It is owned in equal shares through subsidiaries of two in-
ternational oil companies, Standard 0il Company (New Jersey) (Exxon)

1



and Mobil 0il Corporation. This tvpe of venture is prevalent among most
of the participants in the petroleum industry.

The second type of joint venture is a contractual agreement.
This type usually involves either production sharing or cost and profit
sharing.

Under a production sharing agreement, one partner assumes the
cost and operation of all activities, while the other partner (or part-
ners) receives a share of realized production. An agreement between a
subsidiary of Standard 0il Company (Indiana) and Egyptian General Petro-
leum Company, an Egyptian government company, is an example of this type
of joint venture. Standard of Indiana assumes the costs of exploration
and production and Egyptian General shares the production. This type
is more prominent when a government or a government company is part of
a joint venture. The government usually receives a negotiated share
of production.

An example of a cost and profit sharing agreement is Phillips
Petroleum Company and Ente Nazionale Idrocarburi (ENI), an Italian govern-
ment company. Under this agreement the partners share equally in both
costs and profits. However, there are agreements of this type in which
the partners share costs and profits unequally. For example, Total Indo-
nesie, a subsidiary of Compagnie Francaise des Petroles (CFP), a French
company, and Pertamina, the Indonesian government company, have a joint

concession in Sumatra. In this agreement Total holds a 35 percent

1This is not to imply that a contract is not involved in a joint
subsidiary. The difference lies in the type of contract and the rela-
tive permanency implicit in the two types of contracts.
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interest and Pertamina has a 65 percent interest. The two participants
share costs and profits in these amounts. A cost and profit sharing
agreement is most common when one of the participants in the joint ven-
ture is an international minor.2

There are several reasons for participation in joint ventures.
The reasons vary between the participzats. The reasons usually given
by the company participants are: {a) to spread the financial and poli-
tical risks involved in oil production; (b) to bring and maintain order
or stability in the oil market; (c) to sustain harmony with local busi-
ness practices and customs; and (d) to spread the cost of exploring and
drilling for oil.3 The first three reasons are usually given by the
international majors. The fourth is the one the interhational minors
and small companies usually give.

The reasons usually given by governmental participants are:
(a) to gain some degree of control over native resources and (b) to se-
cure a stable supply of oil from producing areas.4 The first reason is
usually given by the less-industrialized oil exporting countries. The

second reason is usually given by the industrialized oil importing

5
countries.

2A detailed description and analysis of the financial and struc-
tural types of joint ventures in the international oil industry can be
found in the unpublished Ph.D. thesis by John R. Munkirs,"Joint
Ventures in the International Petroleum Industry: Production
and Pipelines", done at the University of Oklahoma, 1973.

35ee Munkirs, op. cit., pp. 95-96.

4Tbid., p. 96.

SA detailed description and analysis of the reasons
for joint ventures can be found in Chapter III of the work
of John R. Munkirs.
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Framework and Scope

The framework of this study is a description of the magnitude,
participation, control, and patterns of joint ventures in the oil in-
dustry. This is done by distinguishing six groups of participants and
examining their role in each of the above categories.

The first group of participants is the international majors.
This group consists of Standard 0il Company (New Jersey) (Exxoen), the
Royal Dutch/Shell Group, Texaco Incorporated, Mobil 0il Corporation, Gulf
0il Corporation, Standard 0il Company of California, and the British
Petroleum Company Limited.

Four criteria are used to distinguish this group. The first is
participation. These seven companies engage in each aspect of oil pro-
duction in each of the ten geographic areas included in this study (des-
cribed on pp. 7-8). The second is relative size. These companies have
collective assets of approximately $80 billiéh.6 This is an average of
about $11 billion per company. The third criterion is control. These
companies control approximately 80 percent of the oil reserves outside
of the Communist bloc countries.7 The fourth criterion is convention.

Some of the literature surveyed differentiates this group, for example,

Harvey O'Connor's book, The Empire of Oil.8

6Calculated from data in Fortune, "The Fortune Directory of the
200 Largest Industrials Outside the United States," (August, 1971), p.
150, and Fortune, ''The Fortune Directory of the 500 Largest Industrial
Corporations,”" (May, 1971), p. 172.

7See Munkirs, op.cit.,p. 104.

8Harvey 0'Connor, The Empire of 0il (New York: Monthly Review
Press, 1955), p. 19.
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The second group of participants is the international minors.

The group cousists of Standard 0il Company (Indiana), Atlantic Richfield
Company, Tenneco Incorporated, Phillips Petroleum Company, Continental
0il Company, Sun 0il Company, Occidental Petroleum Corporation, Union
0il Company of California, Cities Service Company, Getty O0il Company,
Standard 0il Company (Ohio), Ashland 0il Incorporated, Marathon 0il Com-
pany, Amerada-Hess Corporaiion, The Signal Companies, Compagnie Framcaise
des Petroles, Badische Anilin und Sodafabrik, and Petrofina, S.A.

Two criteria are used to distinguish this group of eighteen par-
ticipants. The first is participation. Each of these companies, except
Occidental Petroleum Corporation, is integrated and engages in each aspect
of 0il production in at least five of the geographic areas included in
this study. Occidental is included because of its relative size in terms
of assets and its growing relative importance in the intermational oil
industry.

The second criterion is relative size. These eighteen companies
have collective assets of approximately $48 billion.9 This is an average
of about $2.6 billion per company.

The third group of participants is non-host government companies.
These companies are primarily from the oil importing countries, but oper-
ate in all or almost all of the geographic areas studied and are usually

integrated companies. Examples of these government companies are: ENI,

9Calculated from data in Fortune, "The Fortune Directory of the
200 Largest Industrials Outside the United States," (August, 1971), pp.
150-151, and Fortune, "The Fortune Directory of the 500 Largest Industrial
Corporations," (May, 1971), pp. 172, 174, 176.
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Deutsche Erdolversorgungsgesellschaft, MbH., (Deminex)10 and Japan
Petroleum Exploration Company (JAPEX), Italy, Germany, and Japan's
government companies, respectively.

The fourth group is local government companies. These com-
panies are mainly from the oil exporting countries and operate almost
exclusively in their mother countries. They are usually not integrated‘
companies and usually are involved in produciion or profit sharing
agreements with non-domestic companies. Examples of these government
companies are: National Iranian 0il Company, Iran's government company;
Yacimientos Petroliferas Fiscales (YFP), Argentina's government company;
and Sonatarch, Algeria's government company.

The fifth group is local private capital. The participants in
this group are generally small companies which operate in one area and
are domiciled in that area. An example of local private capital is the
Australian 0il and Gas Company. This company is located in Australia
and operates almost exclusively in this area.

The sixth group is called "others." There are two types of par-
ticipants in this group. One of these types is made up of smaller com-
panies whose main product is petroleum. Not all of these companies are
integrated, but they are active internationally. They include,-for ex-
ample, Kerr-McGee Corporation, The superior Oil Company, Gelsenberg A. G.,
and several European and Japanese companies. The second type is made up

of companies which are not characteristically petroleum companies, but

0Deminex is not a government-owned company. It is owned by ten
private German firms, (see the Appendix, Table A-11, Venture Number 15, P-
364). However, its objectives are similar to those of ENI and JAPEX.
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which occasionally participate in exploration and drilling ventures.
Included in this type are such companies as Dow Chemical Company, Free-
port Sulphur, Monsanto Corporation, and Imperial Chemical Industries.

The time period covered in this study includes the years 1957
through 1971. The scope is limited to exploration and drilling joint
ventures and an integration of this phase of production with producing
operations, pipeline systems, and refining operations. The geographic
area covered is the world, with two exceptions. These are the Communist
bloc countriesll and the continental United States, including offshore
areas. The Communist bloc countries were omitted because the primary
sources did not contain sufficient data to justify an attempt to study
this area. The continental United States was omitted because the pri-
mary sources often did not include ownership percentages. These per-
centages were not available to the author from government documents or
the Securities and Exchange Commission. One reason is that the Securi-
ties and Exchange Commission does not require companies to report the
ownership of subsidiaries in which a company owns less than fifty percent.

Data were collected, tabulated, and analyzed for ten geographic

areas. These areas include: Africa,l2 Alaska, the Asia-Pacific area,13

llThe Communist bloc includes: Albania, Bulgaria, Czechoslovakia,
East Germany, Hungary, North Korea, People's Republic of China, Poland,
Romania, Union of Soviet Socialist Republics, and Yugoslavia.

12The Countries included in Africa are: Algeria, Cameroon, Chad,
Dahomey, Lgypt, Gabon, Ganbia, Ghana, Ivory Coast, Liberia, Libya, Maure-
tania, Morocco, Niger, Nigeria, Senegal, Sierra Leone, Spanish Sahara,
Togo, and Tunisia.

13Asia—Pacific includes: Borneo, Burma, Indonesia, India, Japan,
New Guirea, Philippines, South Korea, Taiwan, West Irian, and West Pakistan.
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Australasia,lA Central America,15 the Middle East,l6 the North Sea,l7
South Ameripa,18 and Western Europe.19

There are four activities included in the exploration and drill-
ing phase of oil production. The first is exploration. This activity
includes seismic surveys, aerial surveys, geomagnetic surveys, and oﬁher
geological surveys.

The second activity is buying or leasing concessions. The con-
cessions included in this study are the ones in effect at some time dur-
ing the period 1957 through 1971. Some of the concessions were granted
before 1957, but no systematic search was made for concessions granted
before 1957. Most of the concessions were in effect as of December, 1971.
Some concessions may have expired before this time, while others may
have been released or reduced.

The third activity is drilling. There is more than one type of
drilling activity. Exploratory drilling is undertaken to determine the

location of possible oil pools. If oil is discovered, the area is tested

14Australasia includes: Australia, New Zealand, and Papua.

15Central America includes: Bahama Islands, British Honduras,
Costa Rica, Cuba, Dominican Republic, Guatemala, Honduras, Jamaica, Mexico,
Nicaragua, Panama, Tobago, and Trinidad.

16The Middle East includes: Abu Dhabi, Aden, Bahrain, Dhofar,
Dubai, Iran, Iraq, Israel, Jordan, Kuwait, Muscat, Neutral Zone, Oman,
Qatar, Saudi Arabia, Trucial Coast, and Turkey.

he Norrh Sea s divided into: the British, Danish, German,
Netherlands, Norwegian, and Scottish North Seas.

18The countries included in South America are: Argentina, Bolivia,
Colombia, Ecuador, Guyana, Paraguay, Peru, and Venezuela.

l9Westetn Europe includes: Austria, Denmark, France, Great
Britain, Italy, the Netherlands, Spain, and West Germany.



by drilling other wells to determine if the discovery is commercial. Upon
determination of commercial production, more wells are strategically drilled
in order to maximize the recovery of oil. The data in this study include
only the first two types of drilling. The number of these types of drill-
ing is all that is included in this category when determining the number
of drilling operations in the various areas.

The fourth activity is discoveries. The discoveries are thosé
considered by the companies to be commercial. A series of discoveries
in an area may lead to a producing field or a producing operation. Only

those discoveries reported by the primary sources, The 0il And Gas Journal

and World 0il, are included in this study.

Sources
The data for this study are from two primary sources and five

secondary sources. The primary sources are The 0il and Gas Journal, 1957-

1971, and World 0il, 1957-1971. The 0il and Gas Journal is a weekly pub-

lication of the Petroleum Publishing Company. World 0il is a monthly
publication of Gulf Publishing Company. It has two special editions: one
in February and one in August. These editions contain a survey of the
international oil industry's activities.

The 0il and Gas Journal's sources include foreign government agen-

cies and oil companies. World 0il's sources include foreign government
agencies, oil companies, and other "trade sources" which are undisclosed.

The secondary sources are: (1) The International Petroleum Regi-

ster, 1966-1967, (2) directories of oil companies, (3) the International

Petroleum Encyclopedia, 1970 and 1971, (4) the Aramco Handbook, 0il and
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the Middie East, and (5) personal interviews.

The International Petroleum Register contains a list of oil com-

panies, the phase or phases of oil production they are engaged in, and
some of their principal subsidiaries. This source was especially help-
ful in determining the ownership of French, German, and Italian companies.
It was also used to cross—check the data from the primary sources.

Three directories published by the Petroleum Publishing Company

were made available to the author. These were: Petroleum Directory,

Eastern Hemisphere; Petroleum Directory, Latin America; and USA 0il Indu-

stry Directory. The first two list the companies operating in each

country for their respective areas. They were useful in obtaining the
correct or most recent names of the companies and their operating subsi-
diaries in various countries. In a few instances these directories
supplied ownership percentages for joint subsidiaries. The third direc~-
tory contains a historical sketch of each integrated United States oil
company. It lists the principal subsidiaries of integrated companies.
Also, it lists nonintegrated United States 0il companies. This source
was consulted for names of subsidiaries and ownership of some joint sub-
sidiaries.

The Aramco Handbook, published by the Arabian American 0il Company,

was used as a cross-check on concessions in the Middle East. The source
was prepared in 1967. There have been changes in concessions and owner-
ship since that time. At times the data in this source conflicted with
the data from the primary sources. In such cases the data from the pri-
mary sources were used.

Three sets of personal interviews were helpful in gathering
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material for this study. The first set of interviews was in Tulsa,
Oklahoma, at the Petroleum Publishing Company. Mr. John C. McCaslin,
Exploration Editor, and Mr. Donald W. Wilson, Manager of the Directory

Department for The 0il and Gas Journal, were interviewed. Mr. McCaslin

provided several area maps which were used to cross-check data on the
geographic areas in this study. He also suggested several sources of
information which proved to be helpful. Mr. Wilson suggested several
sources from which to obtain information about oil companies. He also
donated the three company directories mentioned above.

The second set of interviews was in Houston, Texas, at the Gulf
Publishing Company. Mr. Gene Kliewer, Special Project Editor for World

0il; Mr. George B. Gibbs, Editorial Director for Hydrocarbon Processing;

and Mr. Charles H. Vervalin, Manager of Training and Development Ser-—
vices for Gulf Publishing Company, were interviewed. Mr. Kliewer dis-
cussed various sources of information and methods of acquiring informa-
tion. Mr. Gibbs and Mr. Vervalin discussed several technical aspects
of oil processing and management of international oil companies respec-
tively.

The third set of interviews was in Washington, D. C. This trip
was made possible by a grant from the Graduate College of the University
of Oklahoma. The grant was obtained via a recommendation from the De-
partment of Economics. The agencies visited were the Federal Trade Com-
mission, the Justice Department, the Senate Subcommittee on Antitrust and
Monopoly, and the Interstate Commerce Commission.

At the Federal Trade Commission, Mr. Frank Lipson, a staff law-

yer with the Bureau of Competition, was interviewed. At the Justice
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Department, Mr. John Lamoni, a staff lawyer for the Antitrust Division
was interviewed. Dr. David Martin and Dr. Walter Measday, staff econ-
omists for the Senate Subcommittee on Antitrust and Monopoly, were in-
terviewed. Upon referral by the Interstate Commerce Commission Mr.
James E. Hickey, Jr., a lawyer with the law office of Northcutt Ely, was
interviewed. In addition to these agencies, Mr. Jerry S. Cohen and Mr.
Arthur S. Miller, lawyers working in the areas of industrial organiza-
tion and antitrust policy, were interviewed.

Each of the Agencies and the two lawyers provided insights into
the organization and operation cof the oil industry. They also made avail-

able several government studies.

Procedure

Each issue of The 0il and Gas Journal and World 0il, between 1957

and 1971, was examined for announcements of joint ventures. Many announce-
_ments contained ownership percentages, operating subsidiaries, if any, and
the nature of the activity. When the announcements did not contain this
information or a discrepancy between the sources occurred, the secondary
sources were used. However, there were instances in which it was not pos-
sible to obtain ownership percentages for some joint ventures.

The announcements were first sorted by year. Parent company and
subsidiary names were cross—checked against the directories and the Inter-

national Petroleum Register. With the joint ventures arranged in this

form, eleven distinct geographic areas emerged. Due to the relative amount
of data for the West Indies and Central America, it was decided, for the

purposes of this study, to merge these two areas into one.
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The data were sorted by area and year and them arranged and tabu-
lated by similarity of the joint ventures. Patterns and anomalies be-
tween and among the areas and the participants could then be discerned.

The following is an outline of the study. Chapter II presents
a survey of the literature. In Chapter III there is a discussion of the
magnitude, participation, and control of joint ventures in ten geographic
areas. Chapter IV contains an analysis of participation patterns among
the majors, the minors, and others. Chapter V contains a discussion of
joint ventures as a means to bring order and organization into the inter-
national petroieum industry. Chapter VI presents a summary and the con-

clusiors of the study.



CHAPTER II
SURVEY OF THE LITERATURE

Two types of literature are included in this survey. Indu-
strial organizaticn is the subject of the first type. The oil industry
is the subject of the second. There is a vast amount of literature on
each topic. This survey provides selected samples of this literature.
The selections are thought to be representative of the types of re-
search which have been undertaken in the two areas.

The industrial organization literature is in two parts. First,
is literature dealing with joint ventures in non-petroleum industries.
Second, literature in the area of international industrial and business
organization is surveyed.

The literature on the oil industry is also in two parts. First,
is literature which deals with joint ventures in the industry. Second,
is a discussion of different writers' views of the industry's organiza-

tion.

Industrial Organization Literature

The industrial organization literature that deals with joint ven-
tures discerns some general characteristics and definitions of this con-

cept. However, it seems to offer no clear-cut concept of joint ventures.

14
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Some literature has a fragmentary discussion of joint ventures.
Often this discussion is confined to a chapter or a section of a chapter.
A typical example of this literature is a book by Michael Z. Brooke and
H. Lee Remmers. In this book two sections are devoted to joint ventures.
These sections examine the advantages and disadvantages of joint ventures.
The advantages are from three standpoints: (1) managerial and technolo-
gical, (2) financial, and (3) political. The disadvantages are: (1) con-
flicts of interest with local partmers, (2) a reluctance to disclose in-
formation to outsiders, and (3) an uvnwillingness to share earnings of the
investment.l The advantages and disadvantages are individually discussed,
but no conclusion is reached as to what is more important in each cate-
gory. No conclusion is reached as to whether the advantages outweigh the
disadvantages, or vice versa.

Some books are devoted entirely to a particular facet of joint
ventures. One example is a book by Lawrence G. Franco. Franco studied
159 corporations based in the United States. Each corporation had manu-
facturing operations in at least six countries in 1964. One hundred se-
venty firms qualified under this criteriaj however, two were eliminated
by merger and one for lack of historical data on subsidiaries. The other
eight which were eliminated were petroleum firms. The reasons for omit-
ting these firms are stated as:

The eight petroleum firms in the original 170-company

sample were excluded from consideration at the outset of
this study on the grounds that their operations were of

lMichael Z. Brooke and H. Lee Remmers, The Strategy of Multi-
national Enterprise, Organization and Finance (New York: American Else-
vier Publishing Company, Inc., 1970), pp. 269-272.
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sufficient complexity and singularity to warrant a separate
examination, . . .

The joint ventures were between American firms and a foreign entity.
The foreign entities were either companies, governments, or individuals.3
Franco's study deals mainly with the conditions under which joint
ventures are likely to survive. Two primary conditions for survival are
given. One is the original choice of the partner for the venture. The
other is the main reason for entering the joint venture at the outset.4
Two books on joint ventures were done as group research projects
by the Legal Research Program at Columbia University. The first book was
published in 1961. This study attempts to give ". . . a comparative an-
alysis of the existence, types, and operations of joint international
business ventures."5 The authors express the conviction that joint ven-
tures will become increasingly more important as a form of business asso-
ciation between the Western world and the economically backward states.6
The authors argue that joint ventures have become more common in
recent years as a way of conducting international business. As they
state in their opening chapter, this device is conceived as a method to
reduce conflicts:

. . . the central question is . . . whether the joint inter-

2Lawrence G. Franco, Joint Venture Survival in Multinational Corp-
orations (New York: Praeger Publishers, 1970), p. 23.

31bid., p. 1.
“Ibid., pp. 195-196.

SWolfgang G. Friedmann and George Kalmanoff (eds.), Joint Inter-

national Business Ventures (New York: Columbia University Press, 1961),
p. 1l.

6Ibid.. p. 4.
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“1bid., pp. 195-196.

5Wolfgang G. Friedmann and George Kalmanoff (eds.), Joint Inter-
national Business Ventures (New York: Columbia University Press, 1961),
p. 11.

6Ibid., p. &.
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national business venture shows promise of lessening the
conflicts and producing a greater degree of cooperation
than can be anticipated from available or concelvable
alternatives.
The second book was published in 1971. This study is a follow-
up to the earlier study. The authors contend that in the ten years be-

". . . the joint international business ven-

tween the two publications
ture has become the predominant form of foreign investment in developing
countries."

The book is mainly a case study approach to joint ventures. The
cases represent a wide variety of joint venture types. These include
bipartite and multipartite ventures among private partners as well as
government entities.9

Each chapter is a case study of an industry in a particular
country. A number of countries are surveyed in the cases. Primarily
the ventures are between economic entities of developed countries and

10

governments of underdeveloped countries.

An article published in the Harvard Business Review in 1959 ex-

amined some aspects of joint ventures. This article emphasizes the joint
subsidiary. Malcolm West, the author, observes that joint subsidiaries

are most common in the petroleum and steel industries. However, he states

"1bid., p. 6.

8Wolfgang G. Friedmann and Jean-~Pierre Béguin (eds.), Joint
International Business Ventures in Developing Countries (New York: Colum-
bia University Press, 1971), p. vi.

9Ibid., pp. vi-vii.

10For example, in Chapter 3 of Part II, a joint venture in Liberian
iron ore mining is discussed. This venture is between a Liberian govern-
ment company and a multinational corporation.
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there is an increase in joint subsidiaries in other industries.

In an increasingly broad range of industries, companies
have been forming joint subsidiaries. Under continual pres-
sure for greater diversification and for more new products,
but hampered by the limitations of their own know-how, by
heavy investment requirements, and also by antitrust legisla-
tion, more and more businesses have found in joint subsidi-
aries one answer to their dilemma.

West asserts that joint subsidiaries are gaining "a permanent place on
L v W12
Lne bpusliness scene,.

Antitrist aspects of joint ventures are the subject of several

articles. These articles are mainly in law journals and The Antitrust

Bulletin.
An article by Paul R. Dixon, the former chairman of the Federal
Trade Commission, examines the implications of joint ventures for com-
petition. Dixon states that the joint venture is both an old and a new
device in business organization. It is the new and more sophisticated
type of joint venture which interests the Federal Trade Commission. This
type of joint venture:
. . . is the offspring of two or more giant corporatioms,
each with vast financial resources, which--for one reason
or another-~-want to conduct jointly through it an ente 3
prise in a fleld in which they have a common interest.
The main question with which Dixon 1s concerned is the probable

effect of joint ventures on competition. After noting that the Commission

is not concerned with mergers or joint ventures between or among companies

llMalcolm W. West, Jr., "Thinking Ahead: The Jointly Owned Sub-
sidiary," Harvard Business Review, Vol. 37, (July-August, 1959), p. 3l.

12044, , p. 172

13Paul Rand Dixon, "Joint Ventures: What Is Their Impact on Com-
petition?" The Antitrust Bulletin, VII (May-June, 1962), p. 398.
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with small market shares, he states:

.« » o if two firms, each with a sizeable share of the mar-
ket for a commodity, pool this business into a joint venture,
the effect--for all practical purposes--is similar to that of
a merger. It is really the old "trust" technique in modern
dress. The damage to competition is clearcut, and, if pos-
sible, the move should be quickly halted. The particular de-
vice used to achieve the result is irzelevant. It is the
effect upon competition that counts.l

Dixon argues that the antitrust laws are applicable to foreign
joint ventures involving American firms. It cannot be assumed, he states:
. « » that corporations may stand as one in foreign countries
or markets, but that within the territorial confines of the

United Stiges they are vigorous rivals in the competitive
struggle.

Dixon concludes that when potential competitors become partici-
pants in joint ventures, potential competition is diluted or lost. This

problem, he claims, must be dealt with if the Federal Trade Commission

is to function as it should.16

Michael Bergman has also examined the relationship between joint
ventures and the antitrust laws. He says that joint ventures have recently
been modified in form and are becoming a significant form of business asso-
ciation. He further states that the effects of joint ventures on competi-
tion must be ascertained before the legalities of these arrangements can
be determined. In his words:

Throughout the entire history of antitrust develop-

ment, the law has been concerned with substance rather

thau with form. Courts have traditionally shown a dis-
regard for "the mere form in which the assailed trans-

Y1p1d., p. 407.

Diyid., p. 410.

16Ibid., pp. 409-410.
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actions are clothed." Accordingly, to describe a combina-
tion as a "joint venture" denotes neither illegality per se
nor absolute immunity under the antitrust laws.

Bergman concludes that the proper use of joint subsidiaries can
contribute to emerging technological fields. They can also facilitate
competition in established industries. However, the author claims that:

. . . the competitive sword of the joint venture is double-
edged. Just as it vitalizes it can depress; just as it opens
it cen congest. If the restrictive effects are to be pre-
vented, and yet the constructive aspects encouraged, then the
permissible bounds of corporate coliaboration must be clearly
defined.18

The remaining literature in this section examines the general sub-
ject of industrial and business organization. Two views are examined.

The first is the world-organization aspect of corporations. The second
is the role of technology as a force in the organization of international
industry and business.

In the last five to ten years there has been a marked increase in
the literature on multinational corporations. It seems reasonable that
these books and their relative increase point to the idea that the struc-
ture of international business organization is changing.

One thesis is that the multinational corporation will become a new
form of world organization. The proponents of this view think that the
corporation may supersede the national state as a structure for organizing

the peoples of the world.

This view was put forth as early as 1932 by Adolf A. Berle and

17Michael Bergman, ''The Corporate Joint Venture Under the Antitrust
Laws," New York University Law Review, Vol. 37, (June, 1962), p. 714.

18

Ibid., p. 734.
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Gardner €. Means. One theme of their book was that the corporation pro-
vided a vehicle to aggregate economic power under one set of leaders, the
management of the corporation. Further, they argued that this form of
economic and political organization was in operation not only in the United
States, but throughout the world. They concisely state their argument

this way:

ey e

The rise of the modern corporation has brought concentra-
tion of economic power which can compete on equal terms with
the modern state-—economic power versus political power, each
strong in its own field. The state seeks in some aspects to
regulate the corporation, while the corporation, steadily be-
coming more powerful, makes every effort to avoid such regula-
tion. Where its own interests are concerned, it even attempts
to dominate the state. The future may see the economic organ-—
ism, now typified by the corporation, not only on an equzl
plane with the state, but possibly even superseding it as the
dominant form of social organization. The law of corporations,
accordingly, might well be considered as a potential constitu-
tional law for the new economic state, while business practice19
is increasingly assuming the aspect of economic statesmanship.

The revised edition of this book was published in 1968. Their view has
apparently remained basically unchanged.

In 1967 a United States State Department spokesman, George W. Ball,
at the time Undersecretary of State, seemed to agree with Berle and Means.
Testifying before the U.S. Congress Subcommittee on Foreign Economic Policy
of the Joint Economic Committee, Ball stated:

. + . modern business--sustained and reinforced by modern tech-
nology--has outgorwn the constrictive limits of the antiquated
political structures in which most of the world is organized . . .
the explosion of business beyond national borders will tend to
create needs and pressures that can alter political structures

to fit the requirements of modern man far more adequately than
the present crazy-quilt of small national states. And meanwhile,

19Adolf A. Berle and Gardner C. Means, The Modern Corporation and
Private Property (New York: Commerce Clearing House Inc., 1932), p. 357.
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commercial, monetary, and antitrust policies—-and even
the domiciliary supervision of earth-straddling corpora-
tions--will have to be increasingly entrusted to super-
national institutions.

In 1971 Peter G. Peterson prepared a report entitled, The United

States in the Changing World Economy. This was done at the request of

President Richard Nixon. 1In a section devoted to multinational corpora-
tions, Peterson states a view similar to that of Berle and Means and
George Ball. He says:

. + . we must recognize the rapidly gorwing importance of

that large vehicle of wealth and capital transfers, the

multinational corporation. Much is said and little is pub-

licly known about the interlocking effects of these corpora-

tions on U.S. jobs, trade and the balance of payments, and
the effects on the economics of other countries . . . .
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Multinational corporations represent to scme the wave

of the future in that they already take a "one world" ap-
proach to business.

The role of technology in shaping the interrelationships and struc-
ture of societies has received considerable attention. This idea, that
technology is the major determining factor in organizing man's economic
and social endeavors, has a long history.

Karl Marx was one of the early adherents to technological deter-
minism. One statement of his view is found in Capital, Volume 1. He

states:

Technology discloses man's mode of dealing with nature, the

20U.S. Congress, The Future of the U.S. Foreign Trade Policy,
Hearings before the Joint Economic Committee, 90th Congress, lst Session,
July 11-12, 18-20, 1967, Vol. F, p. 273.

2lpeter G. Peterson, The United States in the Changing World
Economy, Report to the President and the Commission on Foreign Trade
Policy, Vol. I, (Washington, D. C.: U.S. Government Printing Office,
1971), p. 29.
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process of production by which he sustains his life, and
thereby alsc lays bare the mode of formation of his social
relations, and of the mental conceptions that flow from
them. 22

Another proponent of this view was Thorstein Veblen. Veblen
argued that technology, or as he called it, the machine process, con-
tinually changes the rules and structure of society. Examining what
he called the institution of business enterprise as a specific case
of these changes, Veblen states that:

The growth of business enterprise rests on the machine
technology as its material foundation. The machine in-
dustry is indispensable to it; it cannot get along with-
out the machine process. But the discipline of the ma-
chine process cuts away the spiritual, institutional
foundations of business enterprise; the machine industry
is incompatible with its continued growth; it cannot, in
the long run, get along with the machine process. In
their struggle against the cultural effects of the machine
process, therefore, business principles cannot win in the
long run; since an effectual mutilation or inhibitiom of
the machine system would gradually push business enter-
prise to the wall; whereas with a free growth of the ma-
chine system business principles would presently fall into
abeyance.

Contemporary economists have also embraced the technological de-
terminism thesis. Clarence Ayres, who built on the work of Veblen,
places technology in a dichotomy along with ceremony to construct a frame-
work to examine societies, including their economies. Although techno-
logy and ceremony make up the dichotomy, Ayres leaves no doubt as to which

is the major determining factor. As he says:

22Karl Marx, Capital, A Critique of Political Economy ed. by
Frederick Engels, trans. from 3rd German ed. by Samuel Moore and Edward
Aveling (New York: Modern Library, 1936), p. 406n.

23Thorstein B. Veblen, The Theory of Business Enterprise (New
York: Charles Scribner's Sons, 1904), p. 177.
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t is the technological continuum which is; and has

always been, the locus of value; and it has this meaning be-
cause of its continuity. This continuum is identical with
what John Dewey has called "the continuum of inquiry," and
its significance as the locus of value--including economic
value--may be understood in terms of Ehe logical signifi-
cance of the instrumental continuum.2

Another contemporary spokesman for this view, John Kenmeth
Galbraith, uses the idea to directly examine business and economic
relationships. He states:

. « « We have an economic system whick, whatever its formal
ideological billing, is in substantial part a planned econ-
omy. . . . The imperatives of technology and organization,
not the images of ideology, are what determine the shape of
economic society.

The technologist's concern is with two things. One is the use
of the most advanced technology in order to achieve the most efficient
operation of industry. This, according to the technologists, requires
planning and often cooperation among the incdustries and within an in-
dustry. The second is that the use of technology will change the ideo-
logical structure of the economy. That is to say that under the force
of technology a nevw '"way of doing business" seems to be taking shape.

Both the technologist's and the world organization view leads
to the idea that cooperation exists among and between the members of in-
dustries. The larger companies have extraordinarily diversified opera-

tions in almost all parts of the world. These operations are often com~

plicated and require considerable planning. Often a team effort is

24Clarence E. Ayres, The Theory of Economic Progress (2nd ed.;
New York: Schocken Books, 1944), p. 220.

25John Kenneth Galbraith, The New Industrial State (New York:
Houghton Mifflin Company, 1967), pp. 6-7.
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needed to coordinate the c¢perations of a company. The smooth opera-
tion of the industry also requires coordination among the various en-

tities. Coordination may take many forms; one form is joint ventures.

Petroleum Industry Literature

The literature discussed in this section deals specifically
with the petroleum industry. Part one of the section contains a survey
of joint venture literature. Part two contains a survey of the litera-
ture and ideas pertaining to the organizational structure of the indu-
stry.

Two books previously discussed in this chapter also examine
petroleum industry joint ventures. In the book by Friedmann and Kalmanoff
(see n. 5, supra), several petroleum joint ventures are mentioned.26 How-
ever, these joint ventures are not systematically organized by the authors.
Except in noting their existence, there is little discussion of the ven-
tures.

One chapter in the book by Friedmann and Béguin (see n. 8, supra)
is devoted to oil production in Iran. This chapter is basically a descrip-
tion of two joint ventures.

One joint venture is between AGIP Mineraria, SPA., a subsidiary

of Ente Nazionale Idrocarburi (ENI), Italy's government company, and the

26In the Phillipines three joint ventures are mentioned. They
are Caltex (Texaco and Standard of California), Standard Vacuum (Mobil
and Standard of New Jersey) and a venture between Gulf 0il Corporation
and private Philippine interests. Another venture mentioned is between
International Petroleum Company, a subsidiary of Standard of New Jersey,
and the Colombian government. International has been involved in several
joint ventures with the Colombian government. One venture they share is
the DeMares Concession, the largest in Colombia. See Friedmann and
Kalmanoff, op. cit., pp. 59, 63.
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National Iranian 0il Company {(NIOCC), Iran's government company. This
venture is a result of Iran's Petroleum Act of 1957. Societé Irano-
Italienne des Petroles (Sirip), a joint Italian-Iranian company, was
formed by AGIP and NIOC. Sirip's capital is held in equal shares by
the two companies. Therefore, Sirip is an equity joint venture.z7

Included in the discussion of this joint venture is an analysis
of its management, profit splits, and cost sharing. The venture is
managed by a six-member board of directors. Half of the members of the
board are appointed by NIOC, and the others are appointed by AGIP. Four
members must agree before decisions of the board are valid.28 In the
event of disputes a conciliation committee is appointed. If this com-
mittee is unable to provide a mutually acceptable solution, an arbitra-
tion panel is set up. This panel is comprised of three referees. One
referee is appointed by each of the two companies. The third member,
who acts as chairman, is appointed by these two referees. If they are
unable to agree on this appointment, the chairman is appointed by the
Chief Justice of the Geneva Cantonal Tribunal. The decision of this
committee is binding on both parties.29

The operating costs of Sirip are shared equally by NIOC and AGIP.
Net profits are divided twice. First, they are divided 50-50 between
Sirip and the Iranian government. Sirip's 50 percent is then divided

50-50 between NIOC and AGIP. Since NIOC is owned by the Iranian govern-

27Friedmann and Béguin, op. cit., p. 35.

28Ibid., p. 35.

2 1bid., p. 37.
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ment, the effective profit split is 75-25 in favor of Iran.30

The venture evoked criticisms from many internatioral oil com-
panies. They argued that the agreement broke the traditional 50-50
profit sharing principle and endangered the traditional relations be-
tween oil countries and oil companies.31

The second venture is between NIOC, AGIP, Phillips Petroleum,
and the 0il and Natural Gas Commission of India (ONGC). The venture be-
gan in 1965 and is also a result of the Petroleum Act of 1957. 1In this
venture NTOC holds a 50 percent interest and AGIP, Phillips, and ONGC
hold a 50 percent interest, divided equally among them. Since the ven-
ture is a contractual agreement, AGIP, Phillips, and ONGC cannot trans-
fer their interests without the approval of NIOC.32

The discussion of this venture also includes an analysis of pro-
fit splits, cost sharing, and management. The management of the venture
is conducted by Iranian Marine International 0il Company (Iminoco).
Iminoco is strictly a management company. It has no balance sheet and
is not subject to taxation. Half of the board members of Iminoco are
nominated by NIOC. AGIP, Phillips, and ONGC nominate the other half.
Disputes are settled in approximately the same manner as with Sirip.33

These two ventures represent two different types of joint ven-

ture agreements. The formula for the first venture was accepted in

0rpia., p. 36.
Hipid., p. 37.
P1bid., p. 41.
33

Ibid., pp. 45, 50.
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other agreements signed by NIOC and other foreign oil companies. The
second agreement. was also the basis for subsequent agreements between
NIOC and other foreign companies.34 Both of these agreements represent
stages in the evolution of Iran's oil policy. The long-range goal of
this policy is to gain control over its domestic oil resources.35

Numerous studies have been made on the Middle East oil industry.
Virtually all of these examine the joint venture structure in the area.
Usually this examination is confined to one or two chapters of the study.

One example of this type of work is by Sam H. Schurr, Paul T.
Homzr, and Associates. Two chapters of this book contain data on joint
ventures. One chapter discusses the major oil concessions in the Middle
East. The concessions granted in each country are reviewed. This re-
view includes the size and duration of the concessions. It also examines
their ownership. With the exception of Libya, the original concessions
are granted to the international majors and Compagnie Francaise des
Petroles (CFP).36 Prior to 1950 these eight companies were the sole
operators in the Middle East. Without exception, the concessions and
producing operations were joint ventures.

The other chapter discusses the various changes initiated by
the governments of the producing countries since 1950. These changes

have modified the concessions and the institutional environment. The

3 1bid., pp. 37-38, 52.

P1pid., pp. 52-53.

36Sam H. Schurr, and Paul T. Homan, and Associates, Middle East-
ern 0il and the Western World; Prospects and Problems (New York: Ameri-
can Elsevier Publishing Company, Inc., 1971), p. 1l1.
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impetus for changes was to promote the countries' national interests.

These changes involve four principal areas. First, profit sharing
via direct taxation was initiated to replace royalties. Second, after
1960 posted prices were frozen and profit calculations for tax purposes
were made on the basis of posted prices. Third, the type of participa-
tion by the countries was changed. This involved equity ownership on the
part of national companies. Fourth, portions of original concessions
were relinquishei.37

Beginning im 1957 a number of new concession agreements, signi-
ficantly different from the older ones, were granted by the countries.
The terms of the agreements differ froo country to country. Generally
they have followed the pattern of joint enterprises involving a foreign
company and a national oil company.38 The concessions include new terri-
tory, both on and offshore, and parts of the relinquished territory. The
authors conclude that the changing relationships will continue to evolve.
The nature of these changes may be more fundamental than those in the
past.39

There are several studies which examine the o0il industry in a par-
ticular geographic region or country. Occasionally, these studies con-
tain a brief discussion of joint ventures, while the remainder of the study

deals with other topics. One example of this type of work is by Scott

Pearson.

31pid., p. 120.

38For examples of these arrangements see pp.25-27 in this chapter.

39Schurr, Homan, and Associates, op. cit., p. l.
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In two chapters Pearson discusses the o0il concessions granted by
the Nigerian government. His discussion concentrates on the size and
ovnership of these concessions. Pearson details the ownership, size,
and location of the concessions. Part of the concessions are jointly
owned. He does not discuss the joint ventures, but he lists them in a
table. Since 1958 several oil companies have acquired concessions in
Nigeria. Thesr ccmpanies hold some concessions as joint ventures,
either with other companies or the Nigerian government.40
Joint vertures received attention in a collection of papers pre-
sented to the Institute on Economics of the Petroleum Industry by con-
sultants and industry representatives. Allen Cree, the manager of Inter-
national Exploration Division for Cities Service Company, presented one
of these papers. In discussing the acquisition of concessions he men-
tions joint ventures. He states:
Ordinarily you must deal with a foreign government, but if
you are strongly attracted to a concession held by an in-
dividual or another oil firm, you can negotiate for an in-
terest in it, just as you do here.4l
Another representative of the industry, Howard W. Blauvelt, Vice
President of Continental 0il Company, presented a paper on, "How to Be-
come a Foreign 0il Company.’ One of the methods of becoming a foreign

0il company is via joint ventures. As Blauvelt says:

Another major policy decision was to emphasize acquisi-
tions and joint ventures, rather than "grass roots" Continental

40Scott R. Pearson, Petroleum and the Nigerian Economy (Stanford,
California: Stanford University Press, 197Q), pp. 15-18.

41Allen Cree, "Problems of Exploration Abroad" in Exploration
and Economics of the Petroleum Industry, New Ideas, New Methods, New Devel-
opments, Vol. IV, ed. Virginia S. Cameron (Houston: Gulf Publishing Com-

anes  10L4K) -
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operations, whenever possible.

Blauvelt states several reasons for these methods. One reason is that

". . . impart a degree of local charac-

"43

joint ventures and acquisitions
ter and identification to our operations. . .

An article containing information on petroleum industry joint
ventures was written by Walter Mead. In a section devoted to joint ven-
tures, he states that:

Domestically, joint ventures among horizontally related oil

companies are common for pipeline facilities and for crude oil
and gas exploration and production in submerged areas and in
the state of Alaska.

Mead generated his data by surveying trade journals and periodi-
cals between 1954 and 1967. His data include ventures in refining, pipe-
lines and other transportation facilities, and jointly held oil and gas
properties and leases in the United States."S His findings indicate that
a large number of joint ventures have been created among the thirty-two
0il companies on Fortune's list of the 500 top industrial corporationms.

For example, Standard Oil Company of New Jersey has 299
joint ventures with 27 of the 31 possible competing firms.
Mobil 0il Company, which is the second largest U.S. 0il
Company, has 300 joint ventures with 28 out of the 31 pos-~

sible competitors. The Royal Dutch Shell group has 340 6
joint ventures with 29 out of 31 American possibilities.

hzﬂoward W. Blauvelt, "How to Become a Foreign 0il Company" in
Exploration and Economics of the Petroleum Industry, New Ideas, New Meth-
ods, New Developments, Vol. IV., ed. Virginia S. Cameron (Houston: Gulf
Publishing Company, 1966), p. 286.

431p14.

44Walter J. Mead, "The Structure of the Buyer Market for 0il Shale
Resources," Natural Resources Journal, Vol. 8 (October, 1968), p. 618.

451p1d.
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In addition to these joint ventures, oil companies commonly bid
jointly for oil and gas leases offered by federal and state governments.
Mead examined the bidding record in Alaska and the Gulf of Mexico. The
bidding pattern established that:
« « « (1) simultaneous joint bidding and competitive bidding
between two or more partner firms is a rare occurrence, and
(2) in the two-year period following the dissolution of a
joint bidding agreement, the former partners do not bid against
each other with the frequency which random behavior would re-
quire.47
According to Mead, the joint bidding record and the joint venture record
establish that there are many partnership arrangements. Most of these
are among the largest competing firms in the industry. He states that,
"These findings raise substantial doubts about the independence of the
large American oil companies."48
Mead concludes that the future buyer market for oil shale leases
will probably be limited to a few large firms, plus some joint ventures
among smaller companies. Competition will be further limited by the mul-
titude of partnerships arising out of joint ventures.49
The next type of literature examines the general structure of the
petroleum industry. Two views are presented. The first view of this
structure is that of industry representatives and standard economic theory.

The second view is the Antitrust View. This literature is mainly concerned

with the illegal, or possible illegal activities of the oil industry.

“T1bid., pp. 620-621.
“8rpid., p. 620.
49

Ibid., p. 622.
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The View of the Industry
According to some representatives of the petroleum industry, there
is diversity and competition among the members of the industry. Their
literature seems to have a common theme which as one representative put
it:

There is no such thing as "the oil industry," it's just a

bunch of outfits competing with each other and each one

has its own policies.~
This idea partly dovetails with the economic model of pure competition.
The literature of standard theoretical analysis of the petroleum industry
treats it as either an oligopoly or as purely competitive. This litera-
ture investigates such areas as: how many and who are the sellers and
buyers in the market and what is the character of competition (intensity
and form).51

Other representatives of the industry do not seem to agree that

the industry is structurally atomistic or that its members are uncompli-
cated organizations. As stated in Fortune magazine in an article on the
management of Standard Oil Company (New Jersey) (Exxon):

It is already a tricky job to balance the conflicting inter-

ests of Jersey's producing, refining, and marketing affili-

ates in different countries.

The necessity of a team effort to coordinate joint operations is implicit

in a statement by Socony Mobil's (Mobil 0il) chairman when he testified

50The 0il and Gas Journal, January 15, 1962, p. 51.

51See for example, Joe S. Bain, Pacific Coast Petroleum Industry,
(3 Vols.; Berkeley, California: University of California Press, 1944).

52Dan Cordtz, "They're Holding Their Feet to the Fire," Fortune,
Vol. 82, (July, 1970), p. 83.
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before the Senate Emergency 0il Lift Hearings:

There are a lot of our companies in which we own interests
directly that I don't have knowledge of . . . .23

This statement, made in 1957, was reaffirmed by Sueyuki Wakasugi, manager

of Mitsui & Company, in 1971 when he stated: 'Mitsui really is too com-

plex to manage."54
One view, supported by some representatives of the industry and

by standard economic theory, reduces to the idea that the petroleum in-

dustry is highly competitive. Other representatives of the industry think

that it is more oligopolistic in nature. Still other representatives seem

to think that the industry is complex and requires cooperative organiza-

tion.

The Antitrust View

This view incorporates two types of literature. One type is go-
vernment agency reports. The other type is research conducted from a
critical standpoint. Both types of literature express the theme that the
petroleum industry is typified by a general lack of competition. Both
views argue that the industry is dominated by a few large companies.

Various government agencies have investigated the petroleum in-
dustry. A representative of the Antitrust Division in 1950 declared that

the Division's ". . . major battles historically and daily have been

53U.S. Congress, Senate, Emergency 0il Lift Program and Related

0il Problems, Joint Hearings before Subcommitee of the Committee on the
Judiciary and Committee on Interior and Insular Affairs, U.S. Senate, 85th
Congress, 1lst Session, (Washington, 1954), pt. 2, p. 1535.

54

The Wall Street Journal, December 3, 1971, p. 24.
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. ey s 55
apainst the oil industry."
g

Prior to 1950; fifty-~seven formal complaints,
not including false advertising charges, were filed by the Federal Trade
Commission.56 Since 1950 there have been at least seven major investiga-
tory studies of the industry by the federal government.
One study in 1952, by the Federal Trade Commission found that:

. . . the outstanding characteristic of the world's petroleum

industry_is the dominant position of seven international com-—

panies.
The Commission estimated that these seven companies owned 65 percent of
the world's crude oil reserves. The Commission also charged that the
companies used several devices to maintain control over the phases of pe-
troleum operations. They argued that, "With decision-making thus concen-
trated in the hands of a small number of persons, a common policy may be
easily enforced."58 On the basis of this study, the‘Antitrust Division
of the Department of Justice brought suit against five United States pe-
troleum companies under the Sherman Act and the Wilson Tariff Act. The
charges included market-sharing agreements, as well as the monopoly of oil

production abroad and transportation and trade.59

55U.S. Congress, House, Interstate 0il and Gas Compact, Hearings
before House Interstate and Foreign Commerce Committee, 8lst Congress,
1st Session, 1951, p. 95.

56Simon N. Whitney, Antitrust Policies (New York: The Twentieth
Century Fund, 1958), p. 100.

57U.S. Congress, Senate, The International Petroleum Cartel, Staff
Report submitted to the Federal Trade Commission, 82nd Congress, 2nd Ses-
sion, (1952), p. 23.

*81pid., p. 29.

59Whitney, op. cit., p. 141.
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A report published in 1970 lends support to the earlier evidence
of concentration. This report consists of hearings before the Senate
Subcommittee on Antitrust and Monopoly. Dr. John M. Blair, chief econ-
omist for the Subcommittee, while questioning a witness, made this state-
ment:
. . let us talk about Venezuela for a moment. Two com-
panies, Standard of New Jersey and Shell, account for 74
percent of the production and when Gulf and Texaco are added,
four companies account for 85 percent.
The next sample of literature examines works critical of the pe-
troleum industry. Criticisms of the oil industry have nearly as long
a history as the industry itself. The first systematic criticism started

61

in the 1890's. This type of literature continued into the 1950's. 1In

1955, Harvey O'Connor published The Empire of 0il. One theme in the book

is that the United States oil industry is dominated by ten companies.
Four of these ten, 0'Connor maintains, are offsprings of the old Standard
0il Company. The other six are Gulf, Cities Service, Phillips, Shell 0il

Company, Texas Company, and Sinclair.62

60U.S. Congress, Senate, Committee on the Judiciary, Governmental
Intervention in the Market Mechanism, pt. 4. '"The Cabinet Task Force on
0il Import Control: Majority and Minority Recommendations," before the
Subcommittee on Antitrust and Monopoly, on S.R. 334, 91st Congress, 2nd
Session, 1970, p. 1735.

61Henry Demarest Lloyd published Wealth Against Commonwealth in
1894. Ten years later came Ida Tarbell's History of the Standard Oil
Company. In 1925, George W. Stocking published The 0il Industry and the
Competitive System: A Study in Waste. The 1930's produced Myron W.
Watkin's 0il: Stabilization or Conservation and William J. Kemnitzer's
Rebirth of Monopoly: A Critical Analysis of Economic Conduct in the Pe-
troleum Industry of the United States. Each of these studies is critical
of the conduct of the oil industry. Charges ranging from monopoly to
criminal and immoral acts are leveled at the industry.

62The name of the Texas Company has been changed to Texaco. Sin~
clair was merged into Atlantic Richfield.
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The international oil industry, 0'Connor says, is dominated by
seven companies. The companies work in close connection with each other.
As he states:
These intermingled companies among themselves control the
major oil resources of the world outside the Soviet sector.
To say that they do not act in unison and with an understand-
ing harmony would be to contradict their open affiliations
in their joint enterprises. The harsh word "cartel" has been
applied to their entente; this they deny, but production and
prices throughout their world move together in majestic con-
cord. The unseen hands which harmonize their efforts are a-
bove the control of such sovereigns as the United States and
British governments.
0'Connor charges the industry, both domestic and intermational,
with gross exploitation. This exploitation, he claims, affects both
domestic consumers and foreign countries.
A more recent example of this type of literature is a book by
Robert Engler. Engler attempts to analyze the relationship between the
power of the oil industry and the power of national governments. He
also attempts to determine the influence of oil companies on public po-
licies. The ability to influence these, Engler says, operates in both
domestic and foreign policies. Domestically, the "depletion allowance"
is an example of private influence. The oil industry has been able to
maintain this tax law for nearly forty-five years. This maintenance,
Engler claims, has often required that pressure be exerted on government
. . 64
representatives and officials.

In foreign policy there are many episodes in which oil has been

a key variable. Engler uses Iran as an example of one episode. He

30'Connor, op. cit., p. 5.

64Robert Engler, The Politics of 0il {Chicago: The University of
Chicago Press, 1962), pp. 158-160.
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argues that when Prime Minister Mossadegh of Iran nationalized the Iranian
oil industry, the United States refused to grant additional loans to Iran.
Engler states:
There is evidence that the United States also worked

behiind the scenes for the overthrow of Mossadegh that came in

August 1953, with the Central Intelligence Agency playing a

key part. . .

o ﬁhén.M;s;aéeéh.w;s.répia;eé,.i; ;a; ;hé Américén;t;ainéd.

and -equipped army of the Shah that supported his military

successor who was pledged gg come to terms with the Western

private and public powers.

In this survey an attempt has been made to examine the literature
on both joint ventures and international industrial organization. It
seems relevant to survey joint venture literature outside of the petroleum
industry per se so that it can more readily be seen how this industry fits.
into the pattern for other industries. Also the legalities or illegali-
ties of joint ventures should apply to the petroleum industry just as
they apply to other industries. If the courts find certain types of joint
ventures to be legal for one industry, it might be argued that these would
be legal for other industries as well. With respect to the legality ques-
tion, the converse should also be true.

It is also relevant to examine international industrial organiza-
tion since the petroleum industry is part of this organization. Further,
it is nearly impossible to disassociate joint ventures and multinational
corporations. The central thrust of the international industrial organi-
zation literature is directed at multinational corporations. Since many

petroleum companies are multinational, joint ventures among them would ne-

cessarily be joint ventures among multinational corporations.

651b1d., pp. 205-206.



CHAPTER III

MAGNITUDE, PARTICIPATION AND CONTROL

OF JOINT VENTURES

Four aspects of joint ventures are examined in this chapter.
First, is an investigation of certain characteristics of exploration
and drilling joint ventures and joint activities. An exploration and
drilling joint venture is formed to undertake activities designed to
discover oil. A joint venture is an organizational format, while
joint activities are specific undertakings of the participants in a
joint venture. Four jolnt activities, exploration, concessions, drill-
ing, and discoveries, are discussed.

Second, the magnitude of joint ventures and joint activities,
in ten geographic areas, is examined. The ten geographic areas are:
Africa, Alaska, the Asia-Pacific area, Australasia, Canada, Central
America, the Middle East, the North Sea, South America, and Western
Europe.l In this examination is a discussion of the number of joint
ventures and joint activities in the ten areas. It also includes an
area by area comparison of the magnitude of joint ventures and joint
activities. Differences and similarities between and among the areas

with respect to these activities are examined.

1The countries included in each area are listed in the footnotes

on pages /-8 in Chapter I.

39
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Third, is an investigation of participation in joint ventures
and joint activities. Six groups of participants are distinguished.

These groups are: the international majors, the international minors,
local private capital, local governments, non-host governments, and
"others." There are seven international majors: Standard 0il Company
" (New Jersey) (Exxon), Royal Dutch/Shell Group, Texaco, Mobil 0il Corp-
oration, Standard 0ii Company of California, Gulf 0il Corporation, and
British Petroleum Company.

The group, international minors, has eighteen members: Standard
0il Company (Indiana), Atlantic Richfield Company, Tenneco Incorporated,
Phillips Petroleum Company, Continental 0il Company, Sun 0il Company,
Occidental Petroleum Corporation, Union Oil Company of California, Getty
0il Company, Standard 0il Company (Ohio), Ashland 0il Incorporated,
Marathon 0il Company, Amerada-Hess Corporation, The Signal Companies,
Compagnie Francaise des Petroles, Badische Anilin and Sodafabrik. and
Petrofina, S.A.

The group, local private capital, includes individuals or small
companies which operate in one area and are domiciled in that area. The
group, local government, includes both local government companies, and
local government agencies. Both primarily operate in their mother coun-
tries. These countries are usually oil exporters.

The group, non-host government, is made up of government companies
and government agencies from the oil importing countries. These companies
and agencies operate in all or almost all of the geographic areas studied,
and are usually fully integrated enterprises.

The group "others" is made up of two types of participants. One
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type is small companies whose main product is petroleum. Not all of
these companies are integrated, but they participate in several geogra-
phic areas. The second type is companies which are not characteristi-
cally petroleum companies, but which occasionally participate in explora-
tion and drilling joint ventures.2

Fourth, is an investigation of the control of joint ventures
and joint activities in the ten areas. In this section the groups, lo-
cal private capital, local governments, non-host governments, and "others"
are consolidated into one group; this group is then designated "miscellan-
eous". The analysis concentrates upon the international majors, the in-
ternational minors, and the group, "miscellaneous". The control of joint
ventures and joint activities by these three groups is analyzed in the

ten geographic areas.

Joint Activity Characteristics

Usually more than one joint activity eventuates from a joint ven-
ture; however, some joint ventures are formed to pursue one activity.
Each of these joint activities has characteristics and anomalies which

yield insight into the nature of exploration and drilling joint ventures.

Joint Exploration Activities
There are several types of exploration. Historically, the first
geophysical method used to search for oil was the gravity survey. This

method is mainly used in flat terrain when searching for salt domes. When

2The criteria for establishing each of the six groups is presented
in Chapter I, pages 4-7.
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the terrain is rough or the contrasts in rock densities is small, other
methods must be used.3

Explosion seismology is more widely applicable than gravity
studies. There are several methods of explosion seismology. Reflec-
tion shooting has been the most successful. This method uses the tra-
vel times of seismic waves from small explosions. A recording of tra-
vel times is made on portable seismographs. From these recordings, the
buried strata can be deduced. The identification of the strata is ac-~
complished by comparing travel times to different points. A short tra-
vel time indicates a more elastic structure and hence the possibility
of oil or gas.4 0il is localized in structures and stratigraphic traps
which are geologically determinable.

The most common type of exploration is the seismic survey. As
a joint venture, seismic surveys have many fascinating characteristics.
They are related to concessions and the other activities of exploration
and drilling. This type of exploration occurs before and after conces-
sions are granted. Before concessions are granted, large groups and one
operating company (or a special firm hired by the companies) are common
in seismic survey explorationm.

The number of participants in seismic surveys ranges from two to
twenty or more. Usually the group is composed of eight or more companies.
Each participant has access to the information garnered from the survey.

In return for this, each participant shares the costs.

3James Gilluly, Aaron C. Waters, A.0. Woodford, Principles of
Geology (3rd ed.; San Francisco: W.H. Freeman and Company, 1968), p. 546.

“1bid.
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For example, extensive survey work was undertaken in Venezuela.
Two different groups, one of ten companies and one of thirteen, con-
ducted surveys in Lake Maracaibo. Another group of eight companies did
surveys in Lake Maracaibo and the Gulf of V’enezuela.5 This pattern was
found in eight of the ten areas. Africa and Central America are the ex-
ceptions.

The large group characteristics hold true im other areas, but the
form varies. One variation is in the North Sea. Here seismic work was
conducted by smaller groups. For example, in 1962 a group of three com-
panies, British Petroleum Company, Ltd. (BP), Royal Dutch/Shell Group,
and Standard 0il Company (New Jersey) (Exxon), conducted a survey cover-
ing 30,000 square miles of the British and Netherlands North Seas.6
Phillips Petroleum Company and its partners conducted surveys in the
Norwegian North Sea in 1962 and 1963. However, the individual cost to
the companies was reduced by trading seismic data with other groups of
firms which were also conducting surveys.7 Pooling and trading data by
these smaller groups implicitly creates a large group. Therefore, the
results are much the same as in areas where a large group operates.

When seismic surveys are conducted, one of the member companies
acts as operator or a special firm is hired by the group. If one of the
companies is operator, this company uses its own staff and equipment to

conduct the survey. The operator pays the costs and is then reimbursed

sSee the Appendix, Table Al0, Venture Numbers: 40, 41, and 42,
pp. 353-356.
6See the Appendix, Table A9, Venture Number 3, p. 314.

"The 0il and Gas Journal, November 2, 1970, p. 106.
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by the other members, or works from a budget of pooled funds. When the
results are compiled, the operator makes the data available to the other
members of the group. In two surveys in Venezuela, Mobil 0il Corporation
was the operator, while in another, Standard 0il Company of California
performed this function.8

If a special firm is hired by the group, it is usually a geologi-
cal engineering company. This company periorms the same funciions as an.
operator. However, on some occasions the special firm may have more ade-
quate equipment or personnel, or both, than the member firms. An example
of a special firm being used is in Alaska. Offshore Navigation, Inc. was
contracted by a ten company group to survey the Cook Inlet.9

Another variation of a special firm is Western Geophysical Company.
The Company was created by British Petroleum Company and Elf/Erap (a
French government agency) to do exploration in Gambia. Western is an
equally owned joint subsidiary of its two creators.10

Member companies of a large group will often create smaller groups
to buy concessions and continue surveying. For example, a group of twenty-
six companies conducted a survey in the Beaufort Sea, which lies north of
Alaska and includes Prudhoe Bay.11 Out of this joint venture, several
smaller joint ventures of two or three members emerged. One joint ven-

ture involves Humble 0il and Refining Company, a subsidiary of Standard

83ee the Appendix, Table AlO, Venture Numbers 40-42, pp. 353-356.

9The 0il and Gas Journal, March 16, 1959, p. 123.

10See the Appendix, Table A2, Venture Number 41, p. 213.

11See the Appendix, Table A3, Venture Number 14, pp. 238-240.
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0il Company (New Jersey) (Exxzon), and Atlantic Richfield Company. The
two 50-50 participants acquired 206 blocks in Prudhoe Bay and on the North
Slope.12 Members of this survey formed no less than twelve different
joint ventures and bought concession blocks in the surveyed area.13 This
is typical of other areas where large groups conduct seismic surveys.

After concessions are granted, further seismic testing is conducted
by the concession holding participants to determine drilling locations.
Finding oil is a geological problem. The solution to this problem de-
pends upon the application of many principles of geophysics, physics, pe-
trography, paleontology, and chemistry.14 Systematic surveying reduces
the cost and waste involved in initial discovery and further development
of oil fields; therefore, the large oil companies maintain geological

departments.

Joint Concession Activities

A concession is defined as a land or water area which is leased
or bought from a governmental unit by another government or by a private
company. There are three basic types of concessions: exploratory, ex-
ploitation (or developmental), and producing.

An exploratory concession, as the name implies, is granted for
the purpose of conducting preliminary exploration. The concession may
be held for several years before any activity is undertaken by the holder.

An exploratory concession usually is the least expensive for the leasee

125ee the Appendix, Table A3, Venture Number 15, p. 240.

13See the Appendix, Table A3, Venture Numbers 15-26, pp. 240-242.

lZ’Gilluly, Waters, and Woodford, op. cit., p. 547.
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to acquire. TFor example, the average per acre price for exploration con-
cessions in Venezuela in 1957 was approximately $44, while exploitation
concessions had an average per acre price of approximately $7Sl.15

An exploitation concession is granted for purposes of drilling
for and producing oil. On such a concession activity usually begins
shortly after the concession is granted. Seismic work is conducted and
exploratory drilling takes place in strategic locations. If oil is dis-
covered, the area is further developed and usually becomes a producing
concession. If oil is not discovered, the concession may be retained by
the leasee or returned to the government.

A producing concession begins as an exploratory or expleoitation
concession. Over time, an original concession is reduced to include only
the area of the producing field or fields and the consequent capital equip=-
ment (storage tanks, drilling equipment, etc.). One reason for these re-
linquishments is to save royalty payments on concessions thought to be
unproductive.

The concession granted to the Arabian American Oil Company (ARAMCO)
in Saudi Arabia is an illustration of this phenomenon.16 When the original
concession was granted to Standard 0il Company of California in 1933, it
covered the whole of eastern Saudi Arabia. This concession was primarily
an exploratory concession. By 1939, additions to the original concession
brought the total to 440,000 square miles. In 1947 a large area outside

the producing zones was relinquished. In 1948 concession rights in the

Byorid 0i1, August 15, 1957, p. 131.

16The ownership of this concession has changed over time. These
changes are detailed below, p.149.
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Neutral Zone were divested; in return, however, (under the new concept
of "continental shelf") the company received offshore rights beyond the
"territorial" waters. Relinquishments in 1955 and 1960 left the company
with about a 300,000 square mile concession. A further divestment in
1963 reduced the concession to 125,000 square miles, with a provision for
further reduction.17 The concession is now in the process of being re-
duced from 125,000 square miles to 20,000 square miles. Under terms of
the 1963 agreement, this company will be left with all of its established
producing properties plus a large surrounding area for further explora-
tion.

The size and shape of concession blocks vary from area to area.
In the two newest areas, the North Sea and the North Slope of Alaska, the
concession blocks are about the same size and shape.18 An example of
these blocks is shown in Figure 1. Most of these two areas is marked off
in a grid, forming rectangular blocks. On the North Slope each block is
approximately 2,560 acres, or four square miles.19 The participants in
joint ventures bid for each block.

The time or "newness" of concessions is not necessarily the rea-
son for the uniform size and shape of concessions. A set of concessions
recently granted in the East China Sea and offshore South Korea is not in
the same pattern as the North Slope or the North Sea. In the East China

Sea area the concessions are much larger (averaging 25,000 square miles)

17Homan, Schurr, and Associates, op. cit., pp. 116-117.
18The German and Danish North Seas are not in blocks, but the
British, Scottish, and Norwegian, and Netherlands North Seas are in blocks.

19The 0il and Gas Journal, September 15, 1969, p. 25.
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FIGURE 1

PETROLEUM CONCESSIONS, NORTH SEA, 1969
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Concession blocks in the other eight areas are not typically
uniform in size or shape. They vary significantly in size, ranging from
1 to 300,000 square miles. None of the old~producing regions have granted
concession blocks in a grid pattern. A plat drawing reveals that the con-
cessions in these areas usually do not follow a regular pattern. An ex-
ample of these irregular blocks is shown in Figure 2.

A concession sometimes becomes a farmout agreement. 'In a typical
farmout arrangement, one company assigns part of its concession to another
company (or companies). The party taking the farmout usually agrees to
assume the concession payments to the landowner. It further agrees to
drill a well within a specified period of time. In return, the party re-
ceives a share of realized production. In addition, the party granting
the farmout is entitled to the information gathered during the drilling
operation.21

One example of a farmout is in Western Australia. Western Austra-
lian Petroleum Pty. Ltd. (WAPET) holds a 300,000 square mile concession.
WAPET granted a 45,000 square mile farmout to Continental 0il Company of
Australia, a subsidiary of Continental 0il Company, and Australian Sun
0il Company, a subsidiary of Sun 0il Company. Under the terms of the
agreement Continental and Sun hold 25 percent each and WAPET retains 50

percent. This venture is further complicated since WAPET is itself a

20See the Appendix, Table A4, Venture Numbers 3, 4, 7, 8, 39,

and 42, pp. 244-245, 254-255.

21John G. MclLean and Robert Wm. Haigh, The Growth of Integrated
0il Companies (Boston: Harvard University Press, 1954), pp. 392-393.
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FICURE 2

PETROLEUM CONCESSIONS, LIBYA, 1966
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joint venture, Three majors,; Texaco Incorporated, Standard 0il Company

of California, and Royal Dutch/Shell Group, each own 28.5 percent of
WAPET. The other 14.5 percent is owned by Ampol Exploration Ltd., a pri-
vate Australian company.22

Often a participant holds a large concession and will farm out
more than one parcel to other companies. This is the case with the
WAPET concession. WAPET also has a farmout agreement with Uniom Oil
Development Corporation, a subsidiary of Union 0il Company of California,
and another agreement with a group of French companies.23

Farmouts do not necessarily follow a pattern of being granted by
majors to minors or others. For example, in Queensland, Australia, Unionm,
and Kern County Land Company, a subsidiary of Tenneco Incorporated, each
hold 50 percent of a 60,000 square mile concession.24 Union and Tenneco
developed the concession between 1960 and 1963. They brought in Moonie
field, the first oil field in Australia, and began producing operatioms.
In 1965, Esso Exploration (Australia), Incorporated, a subsidiary of
Standard 0il Company (New Jersey) (Exxon), took a 15, 000 square mile
farmout fror Union and Tenneco. Standard receives 50 percent of the pro-
fits and pays development costs. Union, Tenneco, and Australia Oil and
Gas Ccmpany each receive 16.67 percent of the profits.25

Farmout agreements are commcn in six of the ten areas. Besides

22See the Appendix, Table A6, Venture Number 2, p. 278.

23See the Appendix, Table A5, Venture Numbers 3 and 4, pp. 260-261.

24Australia 0il and Gas Company shares 20 percent of the profits .
in this venture. See the Appendix, Table A6, Venture Number 35, p. 289.

25See the Appendix, Table A6, Venture Number 24, p. 285.
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Australia, farmout agreements occur in Alaska, the Asia~Pacific area,
Canada, Central America, and South America.26

In the three types of concessions (not including farmouts) a
total of about 3,552,000 square miles, or sore 2.3 billion acres, of
joint venture concessions were found. By way of comparison, the approx-
imate land area of the continental United States is also 2.3 billion
acres.27

This figure underestimates the total amount of joint cencessions
for two reasons. In the data presented in the Appendix, 606 joint con-
cessions are reported for which the size was not found. Five hundred
twenty-three of these are in the North Sea. The North Sea is about
164,900 square miles.28 Except for some 100 blocks this area is vir-
tually all joint venture ccncessions.

The estimated area for the other eighty-three joint concessions
is 932,000 square miles. This estimate is based upon the average size
of the known concessions in each area times the number of unknown con-
cessions in each area. These calculations are presented in Table 1.

The figure for the North Sea is reasonably accurate. The esti-
mate for the size of the other eighty-three unknown concessions should

be considered approximate. If both figures are added to the total for

the known concessions, the new total is 4,618,900 square miles of joint

26500 the Appendix, Tables A3, Ab, A5, A6, A7, and AlO, pp. 233-298.

27U.S. Department of Commerce, Bureau of the Census, Statistical
Abstract of the United States: 1971, 92nd ed., (Washington, D.C., 1971),
p. 164.

28Newspaper Enterprise Association, Inc., The World Almanac and
Book of Facts: 1972 Edition, ed. Luman H. Long, (Doubleday and Co., Inc.,
1971), p. 424.




TABLE 1

NUMBER AND SIZE OF JOINT CCNCESSIONS IN
TEN GEOGRAPHIC AREAS, 1957-1971

Estimated
Number of Size of Size of
Concessions Known Unknown

Number of With Size Concessions Concessions

Area Concessions Known (Square miles) (Square miles)
Africa 98 78 733,797 180,440
Alaska

North Slope 669 669 2,676 0
Other Alaska 10 9 14,068 1,563
Asia-Pacific 50 41 944,062 188,100
Australasia 22 19 874,047 119,187
Canada 30 12 113,804 170,712
Central America 30 24 85,813 21,456
Middle East 41 34 547,805 128,898

North Sea 523 0 0 164,900
South America 48 36 108,537 36,180
Western Eurcpe 15 8 97,827 85,596
Total 1,536 930 3,522,436 1,097,032

139

Source: Calculated from data in the Appendix, Tables A2 Through A-11.

&The World Almanac and Book of Facts, 1972, p. 424.
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concession

77

Second, the data presented in the Appendix is not definitive.
With the exceptions of the North Sea and the North Slope of Alaska, each
of the areas has more concessions which are joint ventures than are tab-
ulated in the total.29

The number of concessions closely parallels the number of joint
ventures in the areas, except Alaska and the North Sea. Since these two
areas have much smaller concessions and each block is bought separately,
these twc areas have many more ccncessions than joint ventures. Each
block is corsidered a separate concession, but not a separate joint ven-
ture. Almost all joint ventures have at least one concession involved.

Out of 449 joint ventures in the ten areas, there are only 32 which have

no concession involved.

Joint Drilling Activities

Drilling has not taken place on every concession. There are 462
(approximately 30 percent) concessions which have not been drilled upon.

There are two types of drilling: exploratory and developmental.
Exploratory drilling is done after the results of seismic surveys and
other exploration data are studied. After a well is drilled, jore data
are avallable from the core logs.

If the well is dry, the information may be used to decide on
another drilling location. The core results might also aid in deciding
whether or not to drill another well. If oil is found, the core data

become important in determining where other wells are drilled.

nghe reasons for these ommissions are detailed on pages 57-58
of this chapter.
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After an initial discovery, developmental drilling begins. The
major problem is correlating oil beds betweer wells. If this problem
can be solved, favorable structures may be further explored and unfavor-
able ones avoided. Three principal methods (lithologic, paleontologic,
and electrical) are used. Lithologic correlations are based on well cut-
tings or cores. The rocks and minerals are studied for similarities and
differences from well io well. Where the tocks are not readily disting-
uishable, paleontclogic methods are sometimes appliceble. Since large
fossils are generally ground into tiny particles in drilling, the prin-
cipal paleontological materials are micro~-fossils. Some fossil zones can
be distinguished and traced from one oil field to another nearby field.30

The most widely used method of correlation is the electric log.
Electrodes lowered into a well measure the differences in the electrical
characteristics of the beds. The characteristics reveal differences and
similarities in the composition and porosity of the rocks. It also re-
veals the kind of fluid, oil, salt water, or fresh water, that occupies
the pores of the rocks.31

Often core information is shared by cowpanries. When Amocc Norway,
a subsidiary of Standard of Indiana, and its partners drilled a well in
the Norwegiar North Sea, Phillips Petroleum Company and its partmers sharéd
the information. The Phillips Group participated in the Amoco Group's
drilling venture via bottom-hole money. This represents partial payment

of the drilling costs. In return, the Phillips Group received full access

3OGilluly, Waters, and Wocdford, op. cit., p. 546.

M1pid., pp. 546-547.
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to the core data=32

Another example of drilling cost sharing is between Mobil Pro-
ducing North Sea, Ltd., a subsidiary of Mobil Oil Corporation, and
Continental 0il Company of England, a sutsidiary of Continental 0il
Company. An exploratory well was drilled om Mobil's block, with Con-
tinental acting as operator. Continental and Mobil shared the drilling
costs. Adjacent to Mobil's block is a block owned by Continental. The
two companies were exploring what they thought te be a common structure

underlying both blocks.33

Joint Discoveries

All drilling is not exploratory. When an initial discovery is
made, more wells are drilled to ascertain whether or not the discovery
is commercial.

Two of the newest exploratory regions, the North Slope of Alaska
and the North Sea, have experienced recent discoveries. Two examples |
are the Prudhoe Bay Field on Alaska's North Slope and Ekofisk field in
the Norwegian North Sea. Two of the oldest producing areas, the Middle
East and South America, have experienced recent commercial crude oil
discoveries. For example, discoveries have been made in the Dacion field
in Venezuela and the Pare-e Siah Field in Iran. Joint venture discoveries

34

are not, therefore, restricted to new areas.

32The 0il and Gas Journal, November 16, 1970, p. 124.

33The 0il and Gas Journal, August 1, 1966, p. 99. See also the

Appendix, Table A9, Venture Number 14, p.

34The 0il and Gas Journal, December 27, 1971, p. 99 and p. 105.
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The category, discoveries, is the least comprehensive of the four
phases examined in this study; The data in this category are only for
commercial crude oil discoveries. Drilling will sometimes result in a

natural gas discovery. These discoveries are not included in the data.

Magnitude

The number of joint ventures increased throughout the period 1957-
1971. The tabulation by year reveals a steady increase in joint ventures
in each area. For example, in 1957 there were twelve joint ventures in
Africa. This number had increased to over one hundred by 1971.35 The
other areas did not experience as rapid an increase as Africa; however,
each area had a marked increase.36

The number of joint ventures and activities within these ventures
is contained in the Appendix. The original data contain more joint ven-
tures in each area than are shown in the Appendix. While the origimal
data is not exhaustive, it is thought by the author to be representative
of each area. The joint ventures selected for the Appendix are repre-
sentative of the original data. For example, only fifteen joint ventures
out of approximately thirty-eight were selected for Western Europe.

Many of the ventures have the same participants. The only dif-
ference is the activity undertaken. When this occurred, the duplications
were deleted from the Appendix. Also, fewer joint ventures were found

in Western Europe than in the other areas. Further, while a relatively

old producing area, Western Europe produces less oil than any of the ten

P5ee the Appendix, Table A2, pp. 199-231.

36See the Appendix, Tables A3 through A-11, pp. 233-364.
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areas selected.
Africa, on the other hand, has few duplications of joint ventures.
In order to be representative, more ventures were included. Also due
to its size, number of countries, and the intensity of activity between
1957 and 1971, Africa has more joint ventures (120) than the other areas.
Furthermore, while Africa is a relatively new producing area, its oil pro-

duction has increased significantly since 1557. As of this writing, it

is the second largest producing area of the ten selected.37

Other areas had about the same number of joint ventures. Alaska
had 51, the Asia-Pacific area 84, Australasia 76, Canada 92, Central
America 68, the Middle East 73, the North Sea 85, and South America had
73 joint ventures.38 The joint ventures for each area were selected to
avoid as much duplication as possible. However, not to duplicate on many
occasions would have been a misrepresentation of the intensity of joint
ventures entered into by the same participants.

The magnitude of joint ventures and the four joint activities
in the ten geographic areas is the next subject examined. From the data
in Table 2, several relationships can be ascertained. Each of the ten
areas has a significant number of joint ventures and joint activities.
In 449 joint ventures, there are 2,105 joint activities. Each of the
activities, exploration, concessions, drilling, and discoveries, are

present in the ten areas.

Joint exploration accounts for 5 percent of the joint activities

37The 0il and Gas Journal, December 27, 1971, pp. 72-73.

38See the Appendix, Tables A3 through Al0, pp. 233-358.



TABLE 2

EXPLORATION AND DRILLING JOINT VENTURES, BY
TYPE OF ACTIVITY AND AREA, 1957-1971

Area Total Type of Activity

Ventures Exploration Concession Drilling Discovery Total
Africa 102 38 98 52 36 224
Alaska 28 4 679 27 19 729
Asia-Pacific 49 9 50 16 7 82
Australasia 39 17 22 41 23 103
Canada 36 7 30 37 24 91
Central America 34 7 30 22 5 64
Middle East 44 3 41 21 13 78
North Sea 51 14 523 32 15 584
South America 51 9 48 36 21 114
Western Europe 15 1 15 12 4 32
Total 449 109 1,536 293 167 2,105

Source: Compiled from data in the Appendix, Tables A2 through A-11.

6S



TABLE 3

PARTICIPATION IN JOINT ACTIVITIES, TEN AREAS, 1957-1971

Joint Participant

Activ- Local Capital Non-Host
Activity ities Majors Minors Private Government Government Others
Exploration 109 57 57 17 ' 20 23 45
Concession 1,536 896 1,100 177 171 196 432
Drilling 293 162 175 52 46 41 120
Discovery 167 92 103 28 28 27 65
Total 2,105 1,207 1,435 274 265 287 662

09

Source: Compiled from data in the Appendix, Tables A2 through A-1l.
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in the ten areas. Africa has the largest number of joint exploration ac-
tivities and Western Europe has the least.

Joint concessions account for nearly three~fourths of the number
of joint activities in the ten areas. Alaska and the North Sea have the
largest number of joint concessions and Western Eruope has the least num-
ber of joint concessions. In eight of the ten areas there are more joint
concessions than any of the other three joint activities.

Joint drilling accounts for 14 percent of the number of joint
activities in the ten areas. In two areas the magnitude of joint drill-
ing is the largest among the four joint activities. In the other eight
areas, its magnitude is the second largest among the joint activities.

Joint discoveries account for 8 percent of the number of joint
activities in the ten areas. In seven areas the magnitude of joint dis-
coveries is third among the four joint activities,.and in three areas
its magnitude is less than each of the other joint activities.

The five areas with the most activity are Alaska, the North Sea,
Africa, South America, and Australasia. There are 271 joint ventures in
these areas, and within these ventures there are 1,754 joint activities.
These five areas account for over 80 percent of the joint activities in
the ten areas.

The largest number of joint activities is in Alaska. Alaska has
about 6 percent of the joint ventures, but about one-third of the joint
activities in the ten areas. Joint concessions account for over 90 per-
cent of the number of joint activities in Alaska. The remaining activi-
ties are primarily drilling and discoveries. Exploration represents less

than one percent of the total activity in Alaska. Perhaps one reason
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for this is the structure of exploration activities in this area. Since
exploration surveys are conducted by large groups, the number of explora-
tion activities is considerably reduced.

The second largest number of joint activities is in the North
Sea. The North Sea has about 10 percent of the joint ventures and nearly
30 percent of the joint activities in the ten areas. Joint concessions
make up almost 50 percent of the joint activity in the North Sea, while
about 5 percent of the activity is joint drilling. Joint discoveries
and joint exploration acccunt for the remaining 5 percent of the North
Sea's activity.

The third largest number of joint activities is in Africa. This
area has about one~fourth of the joint ventures and about one-fifth of
the joint activities in the ten areas. Once again, concessions represent
the largest number of activities. Joint concessions account for about
one~half of the joint activity in Africa. Drilling represents almost
one-fourth of the activity and exploration and discoveries account for
the remaining one-fourth.

The fourth largest number of joint activities is in South America.
This area has about 10 percent of the joint ventures and 5 percent of the
joint activities in the ten areas. Concessions account for about one-
half of the joint activities in South America, while drilling represents
about one-third. Discoveries account for about one-fifth and exploration
accounts for nearly one-tenth of the joint activity.

The fifth largest number of joint activities is in Australasia.
Australasia has about one~tenth of both the joint ventures and the joint

activities in the ten areas. In Australasia drilling represents one-half
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of the activity. Discoveries and concessions each account for about one-
fifth of the joint activity and exploration represents one-fourth of
the joint activity.

In summary, an analysis of the joint activities in these five
areas reveals that exploration accounts for less than 5 percent, the
smallest percentage among the four activities. 1In the first four areas,
concessions represent the largest percentage of activity, while in
Australasia, concessions rank third among the four activities. Drilling
and discoveries are second and third, respectively, in the first four
areas, and first and second, respectively, in Australasia.

The remaining five areas, in order of total joint activity are:
Canada, the Asia~Pacific area, the Middle East, Central America, and
Western Europe. These areas have about two-fifths of the joint ventures
and about 16 percent of the joint activities in the ten areas. In four
of these areas, concessions represent the largest part of the joint acti-

vity.

Participation

This section is devoted to an examination of the participation
of different groups in joint activities and joint ventures. Six groups
are delineated: majors, minors, local private capital, local govern-
ments, non-host governments, and "others".

Participation in a joint venture and the consequent activities
undertaken often involve more than one of the groups. This complicates
the tabulation procedure for participation in joint ventures and activi-

ties. For example, one major, one minor, and a government company may
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each be participants in a single joint venture involving a concession
and two drilling activities. In this case, each group is counted as
participating in one joint concession and two joint drilling activities.
If more than one member of a group participates in a joint venture and
only one joint activity is involved, one activity is counted for the
group; if two activities are involved, two activities are counted for
each group and so on. For example, five majors and three minors may be
participants in a joint venture involving two exploration activities and
one concession. In this case, each group (majors and minors) would be
counted as participating in two joint exploration activities and one
joint concession. Since more than one group participates in several of
the joint ventures, group participation percentages will add to over

100 percent.

International Majors

The majors, as a group, participate in 224 joint ventures. This
is one-half of the number of joint ventures in the ten areas. They par-
ticipate in more joint ventures than the other groups in three areas:
Australasia, the Asié—Pacific area, and Western Europe. Except for Africa
at the highest extreme, and Western Eﬁrope at the lowest extreme, the ma-
jors participate in about the same number of joint ventures in each area.
The majors' percentage of participation is lowest in Africa and highest
in Western Europe. In Alaska the majors participate in three-fourths of
the joint ventures. Their participation in joint ventures in the other
seven areas ranges from 64 percent (in Canada) to 43 percent (in the Middle

East and the North Sea).
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At least one major is a participant in 57 percent of the joint
activities in the ten areas. The majors participate in about 60 percent
of the joint concessions in the ten areas. This group participates in
more joint concessions than in any of the other joint activities. They
participate in about one-half of the joint exploration in the ten areas.
In both joint drilling and joint discoveries they participate in over
half of the activity.

The majors participate in all four of the joint activities in
eight of the areas. In the other two areas, they participate in three
of the joint activities. In Western Europe and the Middle East, the
majors do not jointly participate in exploration. A probable explanation
for this is that both of these areas are old producing areas for the ma- .
jors. Most of their exploration was probably done before the time period
of this study.

The majors participate in more joint activities than the other
groups in three areas: the Asia-Pacific area, Australasia, and Western
Europe. 'They are second in four areas: Alaska, Canada, the North Sea,
and South America. Except for the group, "others", the majors are second
in Central America and the Middle East. In Africa they rank fourth be-
hind the minors, non-host governments, and "others".

From a percentage standpoint, the two areas of greatest participa-
tion are Alaska and Western Europe. In Alaska the majors participate in
more than three-fourths of the activities. They participate in about
three-fourths of the concessions and drilling activities, about two-thirds
of the joint discoveries, and 100 percent of the exploration.

The two areas of greatest participation, in terms of absolute



TABLE 4

JOINT VENTURES AND JOINT ACTIVITIES BY GEOGRAPHIC AREA,

BY TYPE OF ACTIVITY, AND BY PARTICIPANT, 1957-1971

Number Local Capital Non-Host
Area and of Joint Govern-  Govern-
Activity Activities Majors Minors Private ment ment Others
Africa 224 82 135 1 63 97 111
Exploration 38 11 23 0 11 17 21
Concessions 98 35 61 1 26 45 49
Drilling 52 20 34 0 15 20 25
Discoveries 36 16 17 0 11 15 16
Joint Ventures - 36 58 1 28 47 56
Alaska 729 558 649 0 0 2 29
Exploration 4 4 3 0 0 0 3
Concessions 679 520 605 0 (0] 2 23
Drilling 27 21 22 0 0 0 3
Discoveries 19 13 19 0 0 0 0
Joint Ventures - 21 23 0 0 2 6
Asia-Pacific 82 37 31 16 33 8 31
Exploration 9 6 3 2 3 0 2
Concessions 50 23 20 10 20 6 20
Drilling 16 6 5 3 7 2 6
Discoveries 7 2 3 1 3 0 3
Joint Ventures - 22 21 3 21 6 24
Australasia 103 60 41 61 0 2 44
Exploration 17 i3 5 8 0 0 6
Concessions 22 9 10 9 0 0 10
Drilling 41 25 17 27 0 1 17
Discoveries 23 13 9 17 0 1 11
Joint Ventures - 23 14 22 0 4 19

(continued)
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TABLE 4 (Continued)

Number Local Capital Non-~Host
Area and of Joint Govern- Govern-
Activity Activities Majors Minors Private ment ment Others
Canada 96 66 82 5 0 8 49
Exploration 7 4 5 1 0 3 2
Concessions 30 19 25 2 0 2 18
Drilling 35 26 31 1 0 3 17
Discoveries 24 17 21 1 0 0 12
Joint Ventures - 23 29 12 0 4 18
Central America 64 29 31 8 13 1 37
Exploration 7 3 5 0 0 0 4
Concessions 30 13 15 3 5 1 18
Drilling 22 11 10 3 5 0 13
Discoveries 5 2 1 2 3 0 2
Joint Ventures - 16 22 4 4 1 23
Middle East 78 30 48 3 30 19 40
Exploration 3 0 1 1 2 0 1
Concessions 41 18 24 1 17 9 23
Drilling 21 8 13 1 7 6 10
Discoveries 13 4 10 0 4 4 6
Joint Ventures - 19 26 1 17 9 28
North Sea 583 252 335 164 94 146 283
Exploration 14 9 5 4 1 3 3
Concessions 523 223 301 144 87 129 254
Drilling 31 14 19 11 3 8 17
Discoveries 15 6 10 5 3 6 9
Joint Ventures - 22 36 3 4 17 31

(continued)
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TABLE 4 (Continued)

Number Local Capital Non-Host
Area and of Joint Govern- Govern-—
Activity Activities Majors Minors Private ment ment Others
South America 114 65 79 7 19 4 32
Exploration 9 7 6 0 3 0 3
Concessions 48 23 37 3 10 2 14
Drilling 36 20 23 2 4 1 10
Discoveries 21 15 13 2 2 1 5
Joint Ventures - 29 37 3 10 2 14
Western Europe 32 28 4 9 13 0 6
Exploration 1 0 1 1 0] 0] 0
Concessions 15 13 2 4 6 0 3
Drilling 12 11 1 4 5 0 2
Discoveries 4 4 0 0 2 0 1
Joint Ventures - 13 3 3 4 0 5

Source:

Compiled from data in the Appendix, Tables A2 through A-11l.

89
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numbers, are Alaska and the North Sea. In the North Sea the majors par-
ticipate in 252 joint activities. They are participants in 9 joint ex-
ploration activities, 233 joint concessions, 14 joint drilling activities,
and 6 joint discoveries in the North Sea.

In the other areas, the majors' participation is relatively simi-
lar to those discussed above. Their participation in joint activities
ranges from about 90 percent in Western Europe to about 40 percent in

both Africa and the Asia~Pacific area.

International Minors

The minors, as a group, participate in three-fifths of the number
of joint ventures in the ten areas. They participate in more joint ven-
tures than the other groups in seven areas. Their two areas of greatest
participation, in terms of percentages, are Alaska and Canada. In Alaska
they are involved in 89 percent of the joint ventures and in Canada they
are involved in 81 percent. The minors participate in more joint ven-
tures in Africa than in the other areas, and they participate in fewer
ventures in Western Europe than in the other areas. This is the exact
inverse of the majors' participation in these two areas. In terms of per-
centages, Western Europe is also the area of least participation for the
minors. The percent of participation in the other six areas ranges from
36 in Australasia, to 73 percent in South America.

The minors participate in four of the joint activities in nine
areas and three of the joint activities in the tenth area. They do not
participate in joint discoveries in Western Europe.

The international minors are participants in about two-thirds of



70
the number of joint activities in the ten areas. The minors' greatest
participation is in joint concessions. They participate in 72 percent
of the joint concessions in the ten areas. The minors are involved in
about 60 percent of both the joint discoveries and joint drilling acti-
vities in the ten areas. Both the minors and majors participate in 57

percent of the joint exprloration activities.
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articipate in more joint activities than the other
groups in six areas: Africa, Alaska, Canada, the Middle East, the North
Sea, and South America. They are second to "others" in participation in
Central America. The minors are third in participation in the Asia~Pacific
area, fourth in Australasia, and fifth in Western Europe.

Alaska is the minors' area of greatest participation, in terms
of both absolute numbers and in terms of percentages. They participate
in about 90 percent of the joint activities in this area. They are par-
ticipants in over 80 percent of both the joint concessions, and the joint
drilling activities, three-fourths of the joint exploration activities,
and 100 percent of the joint discoveries.

The minors participate in 85 percent of the joint activities in
Canada, which is their second largest percentage of participation in an
area. They participate in over 80 percent of the joint drilling, disco-
veries, and concessions, and over 70 percent of the joint exploration in
Canada.

In the other areas, the minors' participation is similar to the
two areas discussed above. They participate in about 70 percent of the
joint activities in South America, about 60 percent in the Middle East,

the North Sea, and Africa. 1In Central America the minors participate in
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about half of the joint activities,; while in Australasia and the Asia-
Pacific area, they are participants in about two-fifths of the activity.
In Western Europe the minors participate in slightly more than a tenth

of the joint activities.

Local Private Capital

Participants in the category, local private capital (LPC), are
involved in about one-tenth of the joint ventures in the ten areas. LPC
takes part in joint ventures in eight of the ten areas. It has no parti-
cipation in Africa or Alaska.

LPC is involved in 13 percent of the joint activity in the ten
areas. This group participates in eighteen percent of the joint drilling
activities in the ten areas. Joint drilling is the activity in which LPC
has its greatest amount of participation. Its next strongest concentra-
tion of activity is joint discoveries; LPC participates in 17 percent of
this activity in the ten areas. Closely following these two joint ac-
tivities is joint exploration. LPC participates in 16 percent of the
joint exploratory activities in the ten areas and 12 percent of the joint
concessions.

LPC's area of greatest participation, in absolute numbers, is the
North Sea. In this area the group is involved in a small number of joint
ventures, but is involved in about 30 percent of the joint activities.
Concessions represent the largest portion of these activities. The LPC
group is involved in about 30 percent of the North Sea's joint concessions.
The group participates in about one-third of the joint discoveries, drill-

ing, and exploration activities.
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From a percentage standpoint, LPC has its greatest amount of ac-
tivity in Australasia; it is second only to the majors, which have the
largest amount of participation in this area. In Australasia, the LPC
group participates in over half of both the joint activities and the
joint ventures. LPC is involved in about three-fourths of the joint dis-
coveries, three-fifths of the joint drilling activities, and about two-
fifths of both the exploration and concession activities in Austraiasia.

LPC's participation in joint activities in the remaining six
areas ranges from 28 percent in Western Europe to 4 percent in the Middle
East. Further, LPC participates in about one~tenth of the joint ventures

in these six areas.

Local Governments

Local governments participate in about one-fifth of the joint ven-
tures in the ten areas. Local governments participate in joint ventures
in seven of the ten areas. They do not participate in joint ventures in
Alaska, Australasia, and Canada.

Local governments are involved in about one-fifth of the joint ex-
ploration activities in the ten areas. Joint exploration is the activity
in which they have the largest amount of participation. Local governments'
next largest concentration of activity is in joint discoveries; they par-
ticipate in 17 percent of these activities in the ten areas. Local govern-
ments are involved in fewer joint concessions and joint drilling activi-
ties in the ten areas than the other five groups,

Local governments' greatest amount of participation in percentage

terms is in Western Eurcpe and in the Asia-Pacific area. They have the
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second largest amount of participation in Western Europe (the majors have
the largest). In this area, local governments are involved in about two-
fifths of the joint activities. They are not involved in exploration ac-
tivities, but they participate in one-half of the joint discoveries, and
about two-fifths of both the joint drilling activities and joint conces-
sions.

Local governments’ greatest amount of participation, in absolute
numbers, is in the North Sea. They participate in 94 joint activities in
this area. Most of their joint activity is in joint concessions, which
account for over 90 percent of their joint activity in this area.

In the remaining four areas, Africa, the Middle East, South America,
and Central America, local governments' participation in joint activities
ranges from 38 percent to 17 percent. They are involved in 59 joint ven-

tures and 125 joint activities in these four areas.

Non-host Governments

Non-host governments (NHG) participate in about one-fifth of the
joint ventures in the ten areas. NHG's participate in joint ventures in
nine of the ten areas; they are not involved in joint ventures in Western
Europe.

In the ten areas NHG's participate in 14 percent of the joint ac-
tivities. Their greatest amount of participation is in joint exploration;
they are involved in about one-fifth of these activities. These govern-
ments participate in about 15 percent of both the joint discoveries and
joint drilling activities in the ten areas. NHG's participate in fewer

joint drilling activities than the other groups. Thirteen percent of the
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joint concession activities involve NHG's.

In percentage terms, NHG's greatest amount of participation is in
Africa; they participate in over 40 percent of both the joint activities
and joint ventures in this area. Much of this participation is in Algeria
and Spanish Sahara. Several French agercies and companies, especially
E1f/Erap, participate in joint ventures in Algeria. An Italian government
company, ENI, also participates in several joint ventures in Africa.

In terms of absolute numbers, NHG's greatest amount of participa-
tion is in the North Sea where they participate in 17 joint ventures and
146 joint activities. Concessions represent nearly 90 percent of NHG's
joint activity in the North Sea. Most of this participation is by the

Italian government company, ENI.

"Others"

The group, "others", participates in one-half of the joint ven-
tures in the ten areas. This group is involved in joint ventures in each
of the ten areas. "Others" participate in about one-third of the joint
activities in the ten areas. In exploration, drilling, and discoveries,
this group participates in about two-fifths of the joint activities in
the ten areas. "Others" are involved in about 30 percent of the joint
concessions in the ten areas.

Their participation in joint activities in the ten areas ranges
from 57 percent in Central America to 4 percent in Alaska.

In summary, the analysis of group participation reveals that
joint ventures and joint activities are dominated by the majors and the

minors. These two groups rank first and second in the amount of parti-
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cipation in joint activities in six of the ten areas. The majors and
minors also rank first and second in joint venture participation in seven

of the ten areas.

. Individual Company Participants

The individual participants are the next subject for examination.
The ten companies participating in the most joint ventures will be dis-
cussed. Only single participants will be considered in this discussion.
That is, groups, such as local private capital, will not be compared to
a company participant. These compariscns involve only the number of joint
ventures and not the size of the ventures. A company may participate
in fewer joint ventures than other companies; however, the ventures it
participates in may be larger, in terms of sales or assets, than several
small joint ventures combined. For example, Standard of New Jersey
(Exxon) is, by any measure of size, the largest international oil com-
pany in the world.39 The joint ventures in which it participates are
among the largest in the world. However, Jersey does not pafticipate
in as many joint ventures as other companies.

Royal Dutch Shell participates in more joint ventures than the
other company participants. This company is involved in 85 joint ven-
tures, or about one-fifth of the ventures in the ten areas. Shell par-
ticipates in more joint ventures than the other participants in two areas:
the Middle East and Western Europe. Shell has the second largest amount

of participation in three areas and does not rank lower than sixth in

39The size, in terms of sales, of the company participants in
joint ventures is presented in the Appendix, Table Al, pp. 197-198.
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Texaco ranks second in joint venture participation. It is in-
volved in 64, or 14 percent, of the joint ventures in the ten areas.
Texaco participates in more joint ventures than the other participants
in one area, South America. It is second in participation in the Asia-
Pacific area, and third in both Australasia and Western Europe. Texaco
ranks tenth in participation in Canada, its lowest rank in the ten areas.

Standard 0il Company (New Jersey) (Exxon) ranks third in joint
venture participation. Jersey participates in 61, or 14 percent, of the
joint ventures in the ten areas. This company participates in more
joint ventures in Canada than the other companies and has the second
largest amount of participation in Western Europe. It has its least
amount of participation in the Asia-Pacific area, where it ranks eleventh
among the participants.

Standard Oil Company of California (SOCAL) and Mobil 0il Corp-
oration each participate in 55 joint ventures. This is 12 percent of
the joint ventures in the ten areas, which puts these two corporations
in fourth position in joint venture participation. SOCAL participates
in more joint ventures in Central America than the other companies. Mobil
does not have the largest amount of participation in any area, but does
participate in the second largest number of joint ventures in Western
Europe. SOCAL also ranks second in one area, Alaska. Mobil's smallest
amount of participation is in the North Sea, where it ranks twelfth
among the participants. SOCAL ranks eleventh in participation in the
Asia-Pacific area, its least amount of involvement in joint ventures.

Gulf 0il Corporation has the sixth largest amount of participation



TABLE 5

JOINT VENTURE PARTICIPATION BY COMPANY AND BY GEOGRAPHIC AREA, 1957-1971

Geographic Area

Participant Asia-
Africa Alaska Pacific Australasia Canada

Standard of New Jersey 7 5 2 6 10
Royal Dutch Shell 15 9 4 10 5
Texaco Incorporated 6 5 6 9 4
Mobil 0il Corporation 7 5 3 6 5
Gulf 0il Corporation 4 4 7 2 9
Standard of California 6 12 4 7 2
British Petroleum Company 6 4 3 11 4
Standard of Indiana 10 6 5 0 7
Atlantic Richfield Company 5 13 2 2 5
Continental 0il Company 6 2 6 5 7
Philips Petroleum Company 7 5 3 3 7
Union 0il Company of Califormia 4 8 4 4 2
Tenneco Incorporated 3 1 2 3 3
Occidental 0il Corporation 4 2 0 0 0
Sun 0il Company 3 5 0 6 5
Cities Service Company 5 2 1 0 0
Ashland 0il Company 4 2 2 0 1
Standard of Ohio 2 1 0 0 0
Amerada-Hess Corporation 6 1 0 1 1
Getty 0il Company 2 4 2 0 4
The Signal Companies 2 1 0 0 0
Marathon 0il Company 3 5 1 1 3
Compagnie Francaise des Petroles 16 0 1 3 4
Badische Anilin und Sodzfabrik 2 0 0 0 0
Petrofina S.A. 0 1 0] 0 2

(continued)
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TABLE 5 (Continued)

Geographic Area

Participant
Central Middle North South Western
America East Sea America Europe Total

Standard of New Jersey 1 7 8 10 5 61
Royal Dutch Shell 6 10 9 9 8 85
Texaco Incorporated 4 5 6 15 4 64
Mobil 0il Corporation 2 8 3 11 5 55
Gulf 0il Corporation 5 3 7 9 4 54
Standard of California 7 3 6 4 4 55
British Petroleum Company 1 7 6 2 1 45
Standard of Indiana 1 2 4 6 0 41
Atlantic Richfield Company 5 3 4 13 0 52
Continental 0il Company 1 5 7 8 1 48
Phillips Petroleum Company 4 6 10 7 0 52
Union 0il Company of California 2 5 1 8 0 38
Tenneco Incorporated 2 1 1 4 0 20
Occidental 0il Corporation 1 0 0 2 0 9
Sun 0il Company 1 4 3 11 0 38
Cities Service Company 0 1 2 3 0 14
Ashland 0il Company 1 1 0 1 0 12
Standard of Ohio 1 1 0 0 0 5
Amerada-Hess Corporation 1 0 2 2 0 14
Getty 0il Company 0 2 0 1 0 15
The Signal Companies 2 1 3 3 0 12
Marathon 0il Company 0 0] 3 5 1 22
Compagnie Francaise des Petroles 0 9 7 0 1 41
Badische Anilin und Sodafabrik 0 2 3 2 1 10
Petrofina S.A. 0 0 8 0 0 11

Source: Compiled from data in the Appendix, Tables A2 through A-11.
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in joint ventures. Gulf is in one less joint venture than Mobil and
SOCAL. 1Its 54 ventures represent 12 percent of the ventures in the ten
areas. Gulf participates in the most joint ventures in the Asia-Pacific
area and the second largest number in Canada. This corporation ranks
third in participation in both Western Europe and Central America. In
Gulf's two areas of least participation, Australasia and the Middle East,
it ranks eleventh,

Phillips Petroleum Company and Atlantic Richfield Company (ARCO)
each participate in 52 joint ventures. This is 11 percent of the joint
ventures in the ten areas which places these two companies in seventh
position among the participants. ARCO participates in more joiht ven-
tures in Alaska than the other companies, while Phillips participates
in more joint ventures than the other companies in the North Sea. ARCO
ranks second in participation in South America and third in Central
America. Phillips is not second in any area, but is third among the
participants in Canada. Both companies are . involved in joint ventures
in nine areas, but their participation is limited in some of these areas.

Ninth among the participants is Continental 0il Company (Conoco).
Conoco is involved in 48, or 10 percent, of the joint ventures in the ten
areas. This company does not rank first in any area, but has the second
largest amount of participation in the Asia-Pacific area and the third
largest in Canada. Although its participation is limited in some of the
areas, Conoco is the only minor to participate in joint ventures in each
of the ten areas.

The British Petroleum Company (BP) has the tenth largest amount

of participation in joint ventures. BP is involved in 45, or 10 percent,
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of the joint ventures in the ten areas. It participates in more joint
ventures thar the other companies in Australasia. BP's next largest
area of joint venture participation is the Middle East, where it ranks
fourth among the participants. BP is thirteenth among the participants
in South America, its area of least participation.

Only one of the remaining participants shown in Table 5, Com-
pagnie Francaise des Petroies (CFF), ranks higher than third in any
area. CFP has the largest amount of participation in Africa, and the
second largest amount in the Middle East. However, CFP participates in
less than 10 percent of the joint ventures in the ten areas and is not
involved in joint ventures in three areas.

A major has the largest participation in seven areas and has the
second largest amount of participation in eight areas. One of the majors
has either the largest or the second largest amount of participation in
each of the ten areas. Among the majors, oqu Mobil does not rank first
in amount of participation in at least ore area.

Three companies, classified as minors, participate in more joint
ventures than BP, one of the majors. Indeed, BP's participation in joint
ventures is the most limited among the majors. This company participates
in each of the ten areas, but 67 percent of its joint ventures are in
four areas: Australasia, Africa, the Middle East, and the North Sea.

The other majors' participation is more evenly distributed among the ten
areas. Royal Dutch Shell and Standard of New Jersey (Exxon) appear to
participate in joint ventures on a more regular basis than the other par-
ticipants.

As mentioned above, only Conoco, among the minors, is involved in



81
joint ventures in each of the ten areas. However, ARCO, Phillips, Union
0il Company of California, and Tenneco Incorporated, participate in nine
areas and Standard 0il Company (Indiana), Sun 0il Company, and Marathon
0il Company are participants in eight areas. Three of these minors,
Conoco, ARCO, and Phillips appear to participate in joint ventures on a

more regular basis than BP.

Control

This section is devoted to examining the controlling participants
in joint ventures. In addition to joint ventures, the control of joint
activities, especially joint concessions, is examined. The primary
groups studied are the international majors and the international minors.

Participation in joint ventures and joint activities, while im-
portant, is incomplete without an analysis of control. A group, or an
individual participant, may hold a minority interest in several joint
ventures and therefore enjoy a high participation rate. However, a con-
trolling participant, in some cases, decides what activities will be
undertaken. 1In other cases, the share of production is determined by
the interest held by the participants. Controlling participation, there-

fore, is probably more important than mere participation.

International Majors

The seven international majors control more than half the number
of joint activities in the ten areas. They control a larger percentage
of each of the four activities than the other groups. The majors con=-
trol over half of the joint exploration, and 47 percent of both the joint

drilling activities and the joint discoveries. The majors control the
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largest number of joint exploration activities in seven areas, joint
drilling activities in eight areas, and joint discoveries in nine areas.

The majors control over half of the joint concessions in the
ten areas. Examining only the number of concessions controlled by a
group can be misleading, but by analyzing the data presented in Tables
6 and 7 some possible misconceptions may be avoided. For example, in
the Middle East the majors are participants in 44 percent of the joint
concessions. They are controlling participants in 37 percent of these
concessions. However, as shown in Table 7, the majors control 312,000
square miles of concession area. This is about 60 percent of the joint
concession area held (on and offshore) in the Middle East.

Alaska is another area where a misconception involving concess-
ions may arise. The majors control three-fourths of the joint concess-
ions in Alaska. However, they control 2,200 square miles, or about 16
percent of the concession area in Alaska. In southern Alaska the con~
cessions are larger than on the North Slope. The minors control most
of the concessions in southern Alaska, while the majors control most
of the concessions on the North Slope. The more recent and larger oil
discoveries have occurred on the North Slope.40

The majors control 1,404,000 square miles of joint concessions
in the ten areas, which represents two-fifths of the concession area in
the ten areas. However, as stated above, they control over half the
number of joint concessions.

The international majors control more joint ventures than the

AOSee the Appendix, Table A3, pp. 233-243.



TABLE 6

CONTROL OF JOINT VENTURES AND JOINT ACTIVITIES BY THE INTERNATIONAL
MAJORS AND MINORS, BY GEOGRAPHIC AREA, 1957-~1971

Joint Activities

Joint Ventures Exploration Concession

Per- Per- . Per- Per- Per- Per-

cent of cent of . cent of cent of cent of cent of

Major Total?® Minor Total Yajor Total Minor Total Major Total Minor Total

Africa 29 28 39 38 12 22 <11 29 29 30 34 35
Alaska 18 64 9 32 3 75 1 25 501 74 176 26
Asia-Pacific 18 37 18 37 5 56 2 22 19 38 13 26
Australasia 23 59 9 23 13 76 3 18 7 32 10 45
Canada 20 55 15 o4 4 57 3 43 16 53 11 37
Central America 14 41 7 21 3 43 2 29 12 40 6 20
Middle East 19 43 11 25 0 0 1 33 15 37 10 24
North Sea 18 35 23 45 9 64 4 29 193 ) 37 201 38
South America 23 45 25 49 6 67 3 33 19 40 26 S4
Western Europe 12 80 2 13 0 (v} 0 0 12 80 2 13
Total 194 43 158 35 - 55 50 30 28 823 54 498 32

(continued)
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TABLE 6 (Continued)

Joint Activitios

Discovery Drilling

Percent Percent Percent Percent

Major of Total Minor of Total Major of Total Minor of Total
Africa 16 31 22 42 13 36 12 33
Alaska 17 63 10 37 11 58 8 42
Asia-Pacific 4 25 1 6 2 29 0 4]
Australasia 23 56 13 32 . 12 52 7 30
Canada 23 62 12 32 15 © 63 9 37
Central America 10 45 4 18 2 40 2 40
Middle East 8 38 4 19 4 31 3 23
North Sea 12 38 11 . 34 4 27 8 53
South America 16 44 19 52 11 52 © 10 48
Western Europe 10 83 1 8 4 100 [4} [+}
Total 139 47 97 33 78 47 59 35

Source: Compiled from data in the Appendix, Tables A2 through A-1l.

aIn the ten areas 78 percent of the number of joint ventures is controlled by the
majors and minors. The remaining 22 percent is controlled by miscellaneous other groups.
Percentages of each joint activity are shown in the table for the majors and minors. The
remaining percentages are controlled by miscellaneous other groups.

¥8
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other groups. They control 194, almost half, of the joint ventures in
the ten areas. The majors control all but thirty of the joint ventures
in which they participate.

The majors control 119 joint ventures in which more than one major
is involved. An example of one of these ventures is the Central Foothills
Agreement Groups, a joint venture in Canada. In this venture, three
majors, Gulf, Mobil, and BP, collectively control 69.3 percent interest;
one minor, Sun, controls 25 percent interest; and “others" control 5.7
percent interest.

The Central Foothills venture is complicated because the owner-
ship interests of the principals is held through subsidiaries. Gulf's
36.8 percent interest is held through two subsidiaries: one, a wholly
owned subsidiary, holds 30 percent interest; the other, (Royalite 0il
Company) holds 10 percent. However, Gulf owns only 68 percent of Royalite.
BP has a 12.5 percent interest in the venture. BP's share is held through
Triad Petroleum Development, Ltd. Triad has 20 percent interest in the
venture, but BP owns only 62.6 percent of Triad. Mobil, through a wholly
owned subsidiary has a 20 percent interest, and Sun, also through a wholly
owned subsidiary, has a 25 percent interest in the venture.41

The above example is appropriate since three is the average num~
ber of majors involved in the joint ventures they control. It is also
an Interesting venture in that Gulf has two participating subsidiaries.

The joint ventures, similar to the above example, represent about

two—fifths of the joint ventures that the majors control and about one-

41See the Appendix, Table A6, Venture Number 4, pp. 278-279.



TABLE 7

a

JOINT VENTURE CONCESSIONS BY AREA AND PARTICIPANT CONTROL,” 1957-1971
Majors Percent Minorsb Percent Others® Percent
Area Sq. Miles of Sq. Miles of Sq. Miles of
(000) Total (000) Total (000) Total
Africa 129.3 18 316.0 43 288.5 39
Alaska 2.2 16 11.9 84 --d -—e
Asia-Pacific 227.4 24 363.8 39 352.9 37
Australasia 560.2 64 290.3 33 23.5 3
Canada 53.3 47 60.5 53 --d ~--e
Central America 26.9 32 18.2 21 40.6 47
Middle East 311.8 57 159.1 29 76.9 14
North Sea -f - —f - et -
South America 28.5 26 74.2 69 5.8 5
Western Europe 64.3 66 32.9 34 --d -—e
Total 1,404.3 40 1,326.9 38 788.5 22

Source:

Compiled from data in the Appendix, Tables A2 through A-1ll.

2Control is defined as 50 percent or more.

bIncludes concessions owned 50 percent if a major does not control the other 50 percent.

cIncludes, local private capital, local governments, non-host governments, and

dLess than 500 square miles.

e
Less than one percent.

fNot available in square miles.

others".
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fourth of the ventures in the ten areas.

The majors control seventy-five joint ventures in which only
one major participates. An example of this type of joint venture is
the one between Shell Korea N.V., a subsidiary of Royal Dutch Shell,
and the South Korean government. This venture, involving a 29,600
square mile concession off the shore of South Korea, is 80 percent
owned by Shell and 20 percent owned by the South Korean government.42

The joint ventures, similar to the above example, represent
slightly less than two-fifths of the ventures which the majors control,
and nearly one-fifth of the ventures in the ten areas.

In six areas the majors control more joint ventures than the
other groups, and in one area the majors and minors control the same
number of ventures. The six areas controlled by the majors are: Western
Europe, Alaska, Australasia, Canada, Central America, and the Middle East.
In the Asia-Pacific area the majors and minors each control 37 percent
of the joint ventures. The majors control the least amount of joint ven-
tures in Africa. However, it should be noted that the majors control 47
percent of the joint ventures in Libya, the largest producing country in

Africa in 1971._43

International Minors
The international minors control about one-third of the number
of joint activities in the ten areas. They control the second largest

percentage of each of the four joint activities. Twenty-eight percent

4250 the Appendix, Table A4, Venture Number 7, p. 245.

43The 0il and Gas Journal, December 27, 1971, p. 73.




TABLE 8

JOINT VENTURE CONTROL, BY GROUP PARTICIPANT AND AREA, 1957-1971

Area

Africa
Alaska
Asia-Pacific
Australasia
Canada

Central America
Middle East
North Sea

South America
Western Europe

Total

Joint
Ventures
Controlled
by Two
or More
Majors

14
13

6
17
10

7
13
13
15
11

119

Joint Joint
Ventures, Joint Ventures,
One Major Ventures One Minor Joint
and Others Controlled and Others Ventures
Involved by Two Involved Controlled
Control or More Control by Others
Major Minors Others Minors Minor Others
15 3 4 11 21 19 15
5 3 0 6 0 1 0
12 1 3 6 8 5 8
6 1 0 8 0 1 6
10 2 1 12 0 1 0
7 2 0 3 2 5 8
6 1 1 4 6 6 7
5 1 3 14 4 8 3
8 6 2 12 5 2 1
1 0 i 1 1 0 0
75 20 15 77 47 48 48

Source:

Compiled from data in the Appendix, Tables A2 through A-11.
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of the joint exploration, and about one-third of both the joint drilling,
and the joint discoveries is controlled by the minors.

The minors also contrel about one-third of the joint concessions
in the ten areas. They control the largest percentage of the concessions
in four areas: Africa, Australasia, the North Sea, and South America.

Once again, examining only the number of concessions controlled
by a group can be misieading. While the minors control the largest per-
centage of joint concessions in four areas, they control the largest
percentage of the joint concession area in five areas. These five areas
are: Africa, Alaska, the Asia-Pacific area, Canada, and South America.
Only in Africa and South America do the minors control both the largest
percentage of the joint concessions and the joint concession area.

It is difficult to ascertain which group controls the largest
ccncession area in the North Sea. The German and Danish areas are con-
trolled by the majors; however, the size of these two is not known to
the author. In the other divisions of the North Sea, the British, Norwe-
gian, and Netherlands, the block sizes vary and are not known tc the au-
thor. It might be estimated that the majors control more area in the
Netherlands area and perhaps the British areas, while the minors control
more area in the Norwegian area.

In the Asia-Pacific area the minors control 37 percent of the
concessions, (the same as the majors) but 39 percent of the concession
area. Several of the minors' concessions are located in the offshore
area surrounding Indcnesia and in the South China Sea. Several of the
majors' joint concessions in this area are in the offshore area near

South Korea and Japan. It has been estimated that ". . . potentially
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one of the most prolific o0il reserves in the world was found in the East
China and Yellow Seas, near Japan, Taiwan, and South Korea."44
uation in this area may turn out to be similar to that in southern and
northern Alaska.

The minors control 144 joint ventures. This is abcut one-third
of the number of joint ventures in the ten areas. They control slightly
more than half of the joint ventures in which they participate.

Seventy-seven of the joint ventures that the minors control have
no majors involved, but have more than one minor participating. An ex-
ample of one of these ventures is in Columbia, South America. Three mi-
nors and a government company each have a 25 percent interest in the ven-
ture. The three mincrs, ARCO, Standard of Indiana, and Cities Service
Company, each participate through one of their subsidiaries. Since each
company holds a 25 percent interest, their collective interest is 75 per-
cent, thus giving them control of the venture. Colombia's government
company, Empresa Colombiana de Petroleos (COPETROL), holds the remaining
25 percent interest.45

The joint ventures, similar to the above example, represent
about one-half of the joint ventures controlled by the minors, and nearly
one-fourth of the joint ventures in the ten areas.

The minors control forty-seven joint ventures in which only one

minor and "miscellaneous" participate. ("Miscellaneous" refers to parti-

44W.N. Peach and James A. Constantin, Zimmermann's World Resources

and Industries (3rd ed.; New York: Harper and Row, Publishers, 1972),
p. 393.

45See the Appendix, Table Al0, Venture Number 14, pp. 344-345.




91
cipants other than minors and majors.) An example of this type of joint
venture is in the Asia-Pacific area. 1In this venture, a subsidiary of
Union Oil Company of California holds an 80 percent interest in a joint
venture with Southeast Asia Petroleum Exploration Company (SAPEC). SAPEC
holds the remaining 20 percent interest. SAPEC is owned in equal sﬁares
by Nippon Mining Company, Daikyo Oil Company, Ltd., and Maruzen 0il Com-
pany. Maruvzen is in turn owned 67 percent by private Japanese interests
and 33 percent by Union. Nippon and Daikyo are owned by Japanese inter-
ests.46

The joint ventures, similar to the above example, represent one-
third of the ventures controlled by the minors, and slightly more than
one-tenth of the ventures in the ten areas.

In the remaining twenty ventures controlled by the minors, a
major is involved. Oasis 0il Company of Libya is an example of this
type of joint venture. Two minors, Marathon Oil Company and Continental
0il Company, each hold a 33.3 percent interest in Oasis. In addition,
Amerada-Hess Corporation, a minor, and Royal Dutch Shell, a major, each
hold a 16.7 percent interest in Oasis. The combined interest of the
three minors is 83.3 percent which gives them control of the vent:ure.l‘7
The joint ventures, similar to the above example, represent 14 percent
of the ventures controlled by the minors, and less than five percent of

the ventures in the ten areas.

The minors control a larger percentage of joint ventures than the

46See the Appendix, Table A4, Venture Number 17, p. 248.

47See the Appendix, Table A2, Venture Number 51, p. 215.



92
otker groups in three areas. These areas are: Africa, the North Sea,
and South America. As has been mentiomned above, the majors and minors
eachk control 37 percent of the joint ventures in the Asia-Pacific area.
The minors control one joint venture in Western Europe, which is their

least amount of control.

"Miscellaneous"
The group "miscellaneous" control about one-fifth of the number
of joint activities in the ten areas. They control 14 percent of the
cencessions, but slightly over 20 percent of the concession area.
"Miscellaneous" control one-fourth of the number of joint ven-
tures in the ten areas. The distribution of these ventures is concen-
trated in four areas. These areas are: Africa, the Asia-Pacific area,
the North Sea, and the Middle East. These four areas collectively account
for about two-thirds of the joint ventures controlled by the group "mis-

cellaneous".

Summary

The data presented in this chapter indicate that a significant
magnitude of both joint ventures and joint activities exist in the ten
areas. [Lach area has experienced an increase in the number of joint ven-
tures over the fifteen year period for which data were collected. Africa
has more joint ventures than the other areas and Western Europe has fewer
than the other areas.

Participation in and control of both joint activities and joint
ventures is dominated by two groups: the majors and the minors. These

two groups rank first and second in the amount of participation in joint
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activities in six areas. In the other four areas, one of the two groups
ranks first. The minors participate in more joint ventures and joint
activities than the other groups.

The control of joint activities and joint ventures is also domi-
nated by the majors and the minors. Collectively, these two groups con-
trol a majority of both the joint activities and the joint ventures in
each of the ten areas. The majors control the largest number of joint
ventures in five areas and the largest number of joint activities in
seven areas. The minors control the largest number of both joint ven-
tures and joint activities in three areas. In the other areas, the
majors and minors control the same number of joint ventures.

The majors control over one-half of the joint activities and
one-half of the joint ventures. They dominate the contrcl of joint ven-
tures in the ten areas. The minors control about one-third of both the
joint activities and the joint ventures in the ten areas. The majors and
minors together control nearly seven-eights of the joint activities and

three-fourths of the joint ventures in the ten areas.



CHAPTER IV
JOINT VENTURE PARTICIPATION PATTERNS

Various patterns of participation emerge from the joint venture
data in the Appendix. In this chapter, six of the more prominent pat-
terns of joint venture participation are examined. First, a general
view of joint venture partners is outlined by arranging and examining
groups of participants (those discussed in Chapter III) in several com-
binations.

Second, the participation pattemms among the international ma-
jors, and the magnitude of the joint venture interlocks among the majors
and other groups (excluding the minors), is examined.

Third, the participation patterns among the international minors,
and the magnitude of joint venture interlocks among the minors and other
groups (excluding the majors), is analyzed.

A fourth pattern is participation between the majors and minors,
when they are involved in the same ventures.

Fifth, since the data reflect several groups of companies which
are consistent partners, selected examples (primarily involving the ma-
jors and minors) of these partnerships are examined.

The sixth pattern is the evolution of selected joint ventures
from their inception to either their dissolution or present status.
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In order to obtain a general view of joint venture partners,
the ventures are separated into activities and groups. Six participant
groups are delineated: majors, minors, local private capital, local
governments, non-host governments, and "others". Twelve different part-
nership arrangements are categorized. Each of the twelve categories has
either a major or a minor involved. Seven categories have at least one
major and seven categories have. at least one minor involived.

The twelve categories account for nine-tenths of the control of
exploration, discoveries, and drilling activities in the ten areas, and
about 95 percent of the control of the concession activities in the ten
areas. The seven categories with a major involved account for over one-
half of the joint exploration, joint concessions, and joint drilling, and
one-third of the joint discoveries. The seven categories with a minor
involved account for the joint activities as follows: exploration, 57
percent; concessions, 70 percent; drilling, 55 percent; and discoveries,
52 percent.

Two categories involving both majors and minors overlap; hence,
the percentage in some instances exceed 100 percent. If the two cate-
gories involving majors and minors are deleted, five categories involving
only minors, or minors and the other groups, remain. These five account
for about one~third of the joint exploration, joint concessions, and joint

drilling, and about 30 percent of the joint discoveries.

International Majors

This section is devoted to an analysis of participation patterns

involving the seven international majors. The first part focuses upon



TABLE 9

JOINT VENTURES BY TYPE OF PARTICIPANT AND BY TYPE
OF ACTIVITY, TEN AREAS, 1957-1971

Kind of Activity

Exploration Concession Drilling Discovery
Percent Percent Percent Percent

Participant Number of Total Number of Total Number of Total Number of Total
Major/Major(s) 12 10.3 273 17.8 32 11.0 20 12.3
Major(s) /Minor(s) 16 13.8 504 32.9 48 16.3 32 19.6
Major(s) /Minor(s)and
Local Private Cap. 2 1.7 7 .5 7 2.4 7 4,3
Major(s)/Local
Private Capital 14 12.0 22 1.4 26 9.0 13 8.0
Major(s)/Local
Governments@ 3 2.7 34 2.2 9 3.0 3 1.8
Major (s) /Non-host
Government 9 7.8 35 2.3 8 2.6 7 4.3
Major(s) /Others 7 6.0 28 1.8 23 7.7 14 8.6
Minor/Minor(s) 10 8.7 177 11.5 22 7.5 6 3.7
Minor(s)/Local
Private Capital 3 2.7 12 .8 5 1.6 2 1.2
Minor(s)/Local
Government?® 10 8.7 117 7.6 27 9.2 16 9.8
Minor(s) /Non-host
Government 9 7.8 110 7.2 11 3.7 6 3.7
Minor(s)/Others 9 7.8 153 10.0 40 13.5 18 11.0
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Source: Compiled from data in the Appendix, Tables A2 through A-11.

%Includes Joint ventures with both government companies and local governments.
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joint venture patterns invelving only the mzjors. In this examination the
types of joint ventures, joint subsidiaries, and contractual agreements,
are discussed. The number of majors participating in individual joint ven-
tures in the ten areas is also discussed. Further, the number and patterns
of interlocking ownership arrangements among the majors are examined.

The second part examines ;he participation patterns between the
majors and local private capital, local governments, and non-host govern-
ments. This examination focuses upon the interaction patterns between
the majors and the other participating groups (excluding the minors) in
the ten areas. It also includes a discussion of interlocking owmership
arrangements between the majors and the above mentioned groups.

There are sixty-four joint ventures in which the only participants
are majors. Of these, thirty-four are joint subsidiaries and thirty are
contractual agreements. Fifty-three percent of their joint ventures are
joint subsidiaries and 47 percent are contractual agreements.1

Some typical examples of joint subsidiaries and contractual agree-
ments among the majors are presented in Tables 10 and 11. The four ex-
amples in Table 10 are restricted to two majors. Three of the examples
are joint subsidiaries, the other is a contractual agreement.

Venture 4 in Table 10, Colombia Petroleum Company, is a joint
subsidiary owned, in equal shares, by Mobil 0il Corporation and Texaco
Incorporated. This venture is typical of the two-company joint subsidi-
aries owned by the majors. If only two majors participate in a joint

venture (either a joint subsidiary or a contractual agreement), they

lSee the Appendix, Tables A2 through A-11, pp. 199-364.
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TABLE 10

ILLUSTRATIVE JOINT VENTURES INVOLVING TWO
INTERNATIONAL MAJORS, 1957-1971

Venture Geographic
Number Participants Area
1 SHELL-BP PETROLEUM DEVELOPMENT Nigeria~Africa

COMPANY OF NIGERIA, LTD.
Royal Dutch/Shell Group (50)
British Petroleum Co., Ltd.

(50)
2 KUWAIT OIL COMPANY, LTD. (KOC) Kuwait~Middle
British Petroleum Co., Ltd. East
(50)
Gulf 0il Corp. (50)
3 MOBIL OIL CORP., NORTH AMERICAN Alaska~North
DIVISION (50) Slope

Mobil 0il Corp.
STANDARD OIL COMPANY OF CALI-
FORNIA, WESTERN OPERATIONS, INC.

(50)
Standard 0il Company of Cali~
fornia
4 COLOMBIAN PETROLEUM CO. Colombia-South
Texaco, Inc. (50) America

Mobil 0il Corp. (50)

Source: Appendix; Table A2, Venture Number 79, p. 224,
Table A3, Venture Number 20, p. 241, Table A8, Venture Number 6,
p. 302, and Table Al0, Venture Number 12, p. 344.
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sually own it equally. Shares in the Colombia Petroleum Company are
owned directly by the two principals. A variation of the two-major
joint subsidiary is two companies owning their shares via subsidiaries.
Actually there is little difference between the two types of joint sub-
sidiaries since, in both cases, the ownership is vested in the princi-
pals. Both of these ownership patterns are used by the other majors.

The principals in each of the ventures in Table 10 foiiow simi-
lar participation patterns in other areas, For example, in Venezuela,
Texaco and Mobil hold a joint concession via a contractual agreement,2
and Gulf and BP (joint owners of Kuwait 0il Company) participate in six
joint concession blocks in Alaska.3 Joint ventures with two majors as
the sole participants are typical in each of the ten areas.

The four ventures in Table 11 are illustrative of joint ventures
involving either three or four majors. Two of these ventures are joint
subsidiaries and two are contractual agreements.

Venture 3 in Table 11 is a contractual agreement among Mene
Grande 0il Company, a subsidiary of Gulf 0il Corporation; International
Petroleum Company (Venezuela), a subsidiary of Standard 0il Company (New
Jersey) (Exxon); and Compania Shell of Venezuela Limited, a member of
the Royal Dutch/Shell Group. Gulf has a 50 percent ownership interest
in this venture, while Standard and Shell each have a 25 percent inter-
est. However, under the terms of the agreement between Standard and

Shell, Shell relinquishes final decisions in policy determination to

2See the Appendix, Table Al0, Venture Number 50, p. 358.

3See the Appendix, Table A3, Venture Number 18, p. 240.
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TABLE 11

ILLUSTRATIVE JOINT VENTURES INVOLVING THREE OR
FOUR INTERNATIONAL MAJORS, 1957-1971

Venture Geographic
Number Participants Area
1 ARABIAN AMERICAN OIL COMPANY Saudi Arabia-
(ARAMCO) Middle East

Standard 0il Company of
California (30)

Texaco, Inc. (30)
Standard 0il Company (New
Jersey) (30)

Mobil 0il Corp. (10)

2 MENE GRANDE OIL CO. (50)
Gulf 0il Corp.
INTERNATIONAL PETROLEUM COMPANY
(VENEZUELA) (25)
Standard 0il Company (New
Jersey)
COMPANIA SHELL OF VENEZUELA,
LTD. (25)
Royal Dutch/Shell Group

3 OLDENBURG CONSORTIUM West Germany-
Gewerkschaften Brigitta (66.7) Europe
Esso A.G. (50)
Standard 0il Company (New
Jersey)
Deutsche Shell A.G. (50)
Royal Dutch/Shell Group
Mobil 0il A.G. (33.3)
Mobil 0il Corp.

4 ROYAL DUTCH/SHELL GROUP (33.3) British-North
BRITISH PETROLEUM CO., LTD. Sea
(33.3) Netherlands-North
ESSO A.G. (33.3) Sea
Standard 0il Company (New
Jersey)

Source: Appendix; Table A8, Venture Number 12, p. 303, Table
Al0, Venture Number 38, p. 353, Table A-11 Venture Number 13, pp. 363-364.
and Table A9, Venture Number 3, p. 314.
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Standard. 1In effect, while Shell receives 25 percent of realized pro-
duction, it has a restricted voice in policy determination.4 This agree-
ment gives Standard an effective 50 percent control of policy decisions
and 25 percent of realized production.

Unequal ownership is typical in joint ventures involving more
than two majors. Venture 1 in Table 11, Arabian American 0il Company
(ARAMCO), is another illustration of unequal ownership among the parti-
cipants. No rigid ownership pattern exists in ventures of this type.
While many ventures involving either three or four majors are unequally
owned, in others the participants have equal shares. Ventures 3 and 4
in Table 11 are examples of equal ownership among the participants.

Although the participants vary from area to area and venture to
venture, arrangements involving two, three, and four majors are typical.
Ventures involving two or three majors are found in each of the ten areas,
while those involving exactly four majors are found in six areas.

Usually four or fewer majors participate in joint ventures. The
data in Table 12 indicate that the average number of majors in a joint
venture varies from area to area. For example, in the Middle East when
majors are involved, an average of four participate in each venture, while
in Africa the average is two. The ten-area average is three majors per
joint venture.

Exceptions to these averages exist. The majors are involved in
several exploration ventures involving ten or more participants. In these

ventures, five, and in some instances, six majors participate. Another

4O'Connor, The Empire of 0il, op. cit., p. 263.




TABLE 12

AVERAGE NUMBER OF PARTICIPANTS IN JOINT VENTURES FOR THE INTERNATIONAL
MAJORS AND INTERNATIONAL MINORS, TEN GEOGRAPHIC AREAS, 1957-1971

Area

Average Number of
International Major
Participants

Average Number of
International Minor
Participants

Africa
Alaska
Asia-Pacific
Australasia
Canada

Central America
Middle East
North Sea

South America
Western Europe

Ten Area Average
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w
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Source:

Compiled from data in the Appendix, Tables A2 through A-11.
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TABLE 13

PARTICIPANTS IN IRANIAN OIL EXPLORATION
AND PRODUCING COMPANY, 1971

Geographic
Participants Area
IRANIAN OIL EXPLORATION AND PRODUCING COMPANY Middle East
Iranian 0il Participants, Ltd. (Iran)

British Petroleum Co., Ltd. (40 percent)
Royal Dutch/Shell Group (14 percent)
Gulf 0il Corporation (7 percent)
Mobil 0il Corporation (7 percent)
Standard 0il Company of California (7 percent)
Standard 0il Company (New Jersey) (7 percent)
Texaco, Inc. (7 percent)
Compagnie Francaise des Petroles (6 percent)
French government (35 percent)
Others (65 percent)
Iricon Agency, Ltd. (5 percent)
American Independent 0il Co. (0.833 percent)
R. J. Reynolds Industries Inc.
Atlantic Richfield Co. (0.417 percent)
Getty 0il Co. (0.417 percent)
Tidewater 0il Co. (0.417 percent)
Getty 0il Co.
San Jacinto Petroleum Co. (0.417 percent)
Continental 0il Co.
The Signal Companies, Inc. (0.833 percent)
Standard 0il Company (Ohio) (0.417 percent)

Source: Data taken from the Appendix, Table A8, Venture
Number 1, p. 299.
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notable exception is in iIran. Seven majors participate im t
0il Exploration and Producing Company. This, however, is the only
joint venture found in which all seven majors participate.

The majors have controlling interest in 106 joint ventures in-
volving more than one major in the ten areas. In these ventures there
are 490 direct interlocking ownership arrangements among the seven ma-
jors. It should be recalled that the ventures in the Appendix, from
which these interlocks are calculated, are not exhaustive, i.e., more
joint ventures between or among the majors exist. The number of inter-
locking ownerships is, however, representative of the relative magnitude
of interlocks among the participants. Each major is interlocked with
at least one of the other majors in each of the ten areas (except the
Asig-Pacific area). The combined interlocks for the ten areas reveal
that each major is interlocked with the other six majors a minimum of
three times.

Royal Dutch Shell has 286 interlocking ownerships with the other
six majors and Standard of New Jersey (Exxon) has 192 such interlocks.
Shell accounts for 29 percent and Standard accounts for 20 percent of
the interlocks among the majors in the ten areas. Collectively, these
two companies account for almost one-half of the joint interlocks among
the majors.

Shell and Standard share more joint interlocking ownerships than
the other two-major combinations. The interlocks with Shell represent
three-fourths of Standard of New Jersey's (Exxon) interlocks with the

majors. Another 13 percent of Standard's interlocks with the majors is
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ith Mobil. Therefore, about 90 percent of Standard’s interlocks with
the majors are with Shell and Mobil.

One-half of Shell's interlocking ownerships with the majors
are with Standard of New Jersey (Exxon), and slightly more than one-
fourth are with Standard of California. Therefore, these two companies
account for about three-fourths of Shell's interlocking ownerships with
the majors.

Standard of California (SOCAL) has 183 interlocking ownerships
(third largest among the majors) with the other six majors. This is
about one-fifth of the interlocks among the majors.

SOCAL and Shell share the second largest number of interlocks
between two majors. These interlocks are 44 percent of SOCAL's inter-
locking ownerships with the majors.

There are sixty-five interlocking ownerships between Texaco and
SOCAL. This is the third largest number of interlocks between two ma-
jors. These interlocks account for about one-third of SOCAL's inter-
locks with the majors and over one-half of Texaco's.

Out of twenty-one possible interlocking combinations between
two majors, three combinations account for about 30 percent of the inter-
locking ownerships among the majors. These three are: (1) Standard of
New Jersey (Exxon) and Shell, (2) Shell and SOCAL, and (3) SOCAL and
Texaco.

Further explanation of the interlocking ownerships between and
among the majors is tedious. The data on these interlocks can be briefly

summarized. Texaco has 112 interlocks with the other majors; Mobil has



106
TABLE 14

JOINT INTERLOCKING OWNERSHIP ARRANGEMENTS AMONG THE
INTERNATIONAL MAJORS IN WHICH THE MAJORS OWN
CONTROLLING INTEREST, TEN GEOGRAPHIC
AREAS, 1957-1971

Company

R IR
oo mX 0 H
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e O
> 00 Wn
H® o
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Company

Standard 0il
(New Jersey)

Royal Dutch
Shell Group 143 143

Texaco 5 18 23

Mobil 0il 25 23 10 \\\\\\ 58

Gulf 0il 8 | 13| 10| 8 \ 39

Standard of
California 3 79 65 17 7 171

British
Petroleum 8 10 4 11 11 12 56

Total 192 143 89 36 18 12 430

Source: Compiled from data in the Appendix, Tables A2 through
A~11.
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94; Guif, 57; and BP, 56. Texaco and Mobil's interlocks account for.
about one-tenth of the interlocks among the majors, while Gulf and BP's
interlocks account for about one-twentieth each.

Texaco and Shell have eighteen ownership interlocks with each
other, while Mobil and Gulf each share ten interlocks with Texaco.
Mobil has twenty-five interlocks with Standard of New Jersey (Exxon),
and twenty-three with Shell. Gulf is interlocked with Shell thirteen
times and with BP eleven times.

The above discussion encompasses only direct interlocks among
the majors. If indirect interlocks are examined, the patterns become
more complex. This complexity may be illustrated by a hypothetical ex-
ample. If four separate direct connections between four two-major com-
binations exist, then there are twelve possible indirect connections.
Figure 3 is an illustration of this example.

Since each of the majors has at least one direct connection
with the other six, there are twenty-one possible direct connections.
These direct connections give rise to approximately 13,650 indirect
connections among the majors. In this way a maze of indirect owner-
ship connections spreads throughout the majors. Furthermore, the least
number of direct connections between any two majors is three, and the
average number of direct comnections between two majors is thirty-seven.

] . . . 5
The number of indirect connections in either case is enormous. It is

5The indirect connections may be calculated by use of the follow-

ing permutation expansion equation. This expansion prevents the dupli-
cation of indirect connectionms.

Let,
X = number of companies,
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possible to surmise that the majors form a cohesive group with sufficient
direct and indirect ownerships to allow communication to flow among the

companies.

Majoré and Local Private Capital

In Table 15 three examples of jolnt ventures between majors and
LPC are presented. Venture 1 in Table 15 is between Australasian Petro-
leum Company Proprietary Limited (APC), and Esso Exploration and Produc-
tion Incorporated. Esso is a subsidiary of Standard of New Jersey (Exxon),
while APC is owned 80 percent by 0il Search Limited; 10 percent by BP Ex-
ploration Company Limited, a subsidiary of British Petroleum Company; and
10 percent by Mobil 0il Australia Limited, a subsidiary of Mobil 0il Corp-
oration. 0il Search Limited is a local Australian company. This venture
is a farmout agreement between APC and Standard of New Jersey (Exxon).
The two companies are 50-50 participants. An interesting characteristic
of this venture is that it involves both a joint subsidiary and a contrac-

tual agreement.

n = number of direct connections between any pair of
companies,
Px P number of permutations of x things taken i at a time,
’ X
Px,i S &)
N = total number of indirect connections;
X
i-1 X!
then, N =% Z -— .
123 (x-i)!:
In particular, if x = 7, n = 3, then,
l- 70
2 3 G-n)T = 21563785
1
or if, x =7, n =37, then, N =% z 37 -1 ??%iyr— =32 ° 1011.

i=3
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Further participation patterns between the majors and LPC in-
volve combinations of two and three majors in ventures with LPC. For
example, Venture 2 in Table 15 is between two majors and LPC, while
Venture 3 is between one major and LPC.

Venture 2 is a complex joint venture involving a series of joint
subsidiaries owned by Standard of New Jersey (Exxon), Mobil, and private
Japanese capital. The ownership of this joint venture is: Jersey, 45
percent; Mobil, 45 perceant; and LPC, 10 percent. Venture 3 is less com-
plex than Venture 2. It is a 50-50 contractual agreement between one
major, Standard of New Jersey (Exxon), and a private Australian company.

When LPC and majors participate in a joint venture the majors
usually hold controlling interest in the venture. The ventures in
Table 15 are typical examples of the various combinations of ownership
patterns exhibited in ventures between these two groups. Ventures in-
volving LPC and the majors are common in seven areas: Australasia, the
Asia-Pacific area, the North Sea, Central America, Western Europe, Canada,

and South America.

Majors and Governments

Compared to ventures involving majors and LPC, those with either
majors and local governments or majors and non-host governments are less
frequent. The thirty-one joint ventures between majors and local govern-
ments are found in six of the ten areas. One example of a venture between
a local government and a major is in the Asia-Pacific area. This venture
is a contractual agreement between Pertamina, the Indonesian government

company, and Texas Overseas Petroleum Company, a subsidiary of Texaco.



TABLE 15

ILLUSTRATIVE JOINT VENTURES BETWEEN THE INTERNATIONAL
MAJORS AND LOCAL PRIVATE CAPITAL, 1957-1971

Venture » Geographic
Number Participants Area
1 AUSTRALASIAN PETROLEUM CO., PTY, LTD. (50) Papua

0il Search, Ltd. (80)
Australian private capital
BP Exploration Co., Ltd. (10)
British Petroleum Co., Ltd. (10)
Mobil 0il Australia, Ltd. (10)
Mobil 0il Corp.
ESSO EXPLORATION & PRODUCTION, INC. (50)
Standard 0il Company (New Jersey)

2 P. T. STANVAC INDONESIA (80) Sumatra
Esso Standard Eastern, Inc. (50)
Standard 0il Company (New Jersey)
Mobil 0il Corp. (50)
TOA NENRYO KOGYO K. K. (10)
Esso Standard Eastern, Inc. (25)
Standard 0il Company (New Jersey)
Mobil 0il Corp. (25)
Japanese private capital (50)
GENERAL SEKIYU SEISEI K. K. (5)
Esso Standard Sekiyu K. K. (50)
Standard 0il Company (New Jersey)
General Sekiyu K. K. (50)
Japanese private capital
KYOKUTO PETROLEUM INDUSTRIES, LTD. (5)
Mobil 0il Corp. (50)
Mitsui & Co. (50)
Japanese private capital

(continued)

TTT



TABLE 15 (Continued)

Venture Geographic
Number Participants Area

3 ESSO EXPLORATION (AUSTRALIA), INC. (50) Victoria,
Standard 0il Company (New Jersey) Australia

HAEMATITE EXPLORATION PTY, LTD. (50) (offshore)

Broken Hill Proprietary, Ltd. New Zeland

Australian private capital (offshore)

Source:

Appendix; Table A5, Venture Numbers, 6, 10, and 25, pp. 262, 263, 271.

[AN)
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Pertamina has a 65 percent interest, and Texaco has a 35 percent inter-
est in this Sumatraian joint concession.6

This venture is typical of those between majors and local govern-
ments. Three characteristics typical of ventures involving majors and
local governments are exemplified by this venture: (1) it is a contrac-
tual agreement, (2) it has one participating major, and (3) it is con-
trolled by the local government., When majors and local governments are
joint venture participants, the local government usually is the controll-
ing participant. This may be one explanation for the relatively small
number of joint ventures between local governments and the majors.

Ventures between the majors and non-host governments (NHG) are
less frequent than ventures between majors and local governments. There
are nineteen ventures between NHG and the majors in the ten areas. How-
ever, this type of venture exists in only five areas. An example of this
type of venture is an exploration joint venture off the shore of Green-
land. Three majors, Chevron Oilfield Research Company, a subsidiary of
Standard of California; Shell 0il Company of Canada Limited, a member of
the Royal Dutch/Shell Group; Texaco Exploration Canada Limited, a subsi-
diary of Texaco; and AGIP S.P.A., a subsidiary of ENI, an Italian govern-
ment company, participate in this venture. The ownership percentages in
the venture are not known to the author, but since only one participant
other than the majors is involved, it may be speculated that controlling

interest is held by the majors.7

6See the Appendix, Table A4, Venture Number 5, p. 245.

7See the Appendix, Table A6, Venture Number 32, p. 288.
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Since there are few ventures between majors and non-host govern-
ments, a participation pattern is not discernible.

The interlocking relationships among the majors and the three
groups discussed above, reflect the rate of participation among the ma-
jors and these groups. The interlocks are shown in Table 16.

Local private capital is interlocked with the seven majors 162
times in the ten areas. Since LPC is invoived in more joint ventures
with the majors than either local or non-host governments, it has more
interlocks than these two groups.

Local governments have 69 interlocking arrangements with the
majors. Non-host governments have 56 interlocking arrangements with
the majors.

Of the seven majors, Royal Dutch Shell has the most interlocks
with these three groups. However, Standard of New Jersey (Exxon), Gulf,
and BP each have nearly as many interlocks with these groups as Shell.

Each of the seven majors has a significant number of interlocks
with LPC. BP has the most interlocks, 34, while Gulf and Mobil each
have 16 interlocks (the least among the majors) with LPC.

Only two majors, Gulf and Shell, have a significant number of
interlocks with local governments. While Gulf has the most interlocks
with local governments, it has the least with non-host governments. Three
majors, Standard of New Jersey, Shell, and BP each have several interlocks
with non-host governments, while Texaco, Mobil, and Standard of California

each have few interlocks with local or non-host governments.
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TABLE 16

JOINT INTERLOCKING OVWNERSHIP ARRANGEMENTS AMONG
THE INTERNATIONAL MAJORS AND LOCAL PRIVATE
CAPITAL, LOCAL GOVERNMENTS, AND NON-HOST
GOVERNMENTS, TEN GEOGRAPHIC AREAS,

1957-1971
Local
Private Local ° Non-host
Majors Capital Governments Governments Total
Standard 0il (New Jersey) 26 7 17 50
Royal Dutch Shell Group 29 13 13 55
Texaco 22 5 5 32
Mobil 0Oil 16 6 6 28
Gulf 0il 16 30 2 48
Standard of California 19 2 2 23
British Petroleum 34 6 11 51
Total 162 69 56 287

Source: Compiled from data in the Appendix, Tables A2 through
A-11.
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International Minors

This section is devoted to an analysis of participation patterns
involving the eighteen international minors. The first part focuses
upon joint ventures involving only minors. In this examination two types
of joint ventures, joint subsidiaries and contractual agreements, are
discussed. The number of minors participating in individual joint ven-
tures in the ten areas is also discussed. Further, the number and pat-
terns of interlocking ownership arrangements among the minors are ana-
lyzed.

The second part of the analysis examines the participation pat-
terns between minors and local private capital, local governments, and
non-host governments. This examination includes the interaction patterns
between the minors and the above named groups in the ten areas. It also
includes a discussion of interlocking ownership arrangements between the
minors and these groups.

There are thirty-eight joint ventures in which the only partici-
pants are minors. Of the thirty-eight, three are joint subsidiaries
and thirty-five are contractual agreements.

Some typical examples of joint ventures among the minors are pre-
sented in Table 17. The five examples in this table include four contrac-
tual agreements and one joint subsidiary. Since the minors are involved
in relatively few joint subsidiaries, only one example of this type of
joint venture is described. The remaining examples are representative
of the various ownership participation patterns in joint ventures involv-

ing minors.



Venture 1 in Table 17 is Coronado Petrcleum Corporation. Coronado
is a joint subsidiary of Continental Oil Company, Marathon 0il Company,
and Amerada Petroleum Corporation, a subsidiary of Amerada-Hess Corpora-
tion. The three participants each own one-third of the venture. Coronado
holds concessions in Tunisia and Australasia. As mentioned above, joint
subsidiaries are not common among the minors; consequently, little may be
discerned about the nature of this type of venture, nor can a pattern be
presented.

Venture 2 in Table 17 is a contractual agreement between Continental
0il Company of Indonesia, a subsidiary of Continental 0il Company, and
Union 0il Company of California. Continental has a 60 percent interest
in the venture while Union has a 40 percent interest. A typical pattern
prominent in six areas is two minors participating in a contractual joint
venture with unequal ownership.

An example of equal ownership among three participants is showm
in Venture 3 in Table 17. The venture is a contractual agreement. Three
characteristics typical of ventures involving minors are: (1) three mi-
nors participate, (2) the minors equally share ownership, and (3) it is
a contractual agreement,

Venture 4 in Table 17 also has three participants. However, in
this venture the ownership interests are unequal. A pattern of unequal
ownership is also typical of joint ventures involving the minors.

Venture 5 in Table 17 is a hybrid. It is a cross between a joint
subsidiary and a contractual agreement. This venture involves four minors

participating in a "group." The members in such ventures generally use



TABLE 17

ILLUSTRATIVE JOINT VENTURES BETWEEN THE
INTERNATIONAL MINORS, 1957-1971

Venture
Number

Participants

Geographic
Area

CORONADO PETROLEUM CORP. (100)
Continental 0il Co. (33.3)
Amerada Petroleum Corp. (33.3)

Amerada-Hess Corp.
Marathon 0il Co. (33.3)

CONTINENTAL OIL COMPANY OF INDONESIA (60)
Continental 0il Co.

UNION OIL COMPANY OF INDONESIA (40)
Union 0il Company of Califorxnia

PAN AMERICAN INTERNATIONAL (33.3)
Standard 0il Company (Indiana)
PURE OIL CO. (33.3)
Union 0il Company of California
SUN OIL CO. (33.3)

TENNECO NIGERIA, INC. (50)
Tenneco, Inc.
SUNRAY NIGERIA, INC. (25)
Sun 0il Co.
SINCLAIR NIGERIAN OIL (25)
Sinclair 0il Co.
Atlantic Richfield Co.

(continued)

Tunisia

South China Sea

Trinidad

Nigeria

81T



TABLE 17 (Continued)

Venture

Geographic
Number Participants Area
5 SIGNAL OIL AND GAS GROUP (100) British North Sea

Signal 0il and Gas Co., Ltd. (25)

The Signal Companies, Inc.
Marathon Petroleum North Sea (Breat Britain)
Ltd. (25)

Marathon 0il Co.
Cities Service (U. K.), Ltd. (25)

Cities Service Co.
Richfield U. K. Petroleum, Ltd. (25)

ARCO British, Ltd.

Atlantic Richfield Co.

Source: See Appendix; Table A2, Venture Number 100, p. 230, Table A4, Venture Number 30, p.
251, Table A7, Venture Number 14, p. 293, Table A2, Venture Number 81, p. 225, and Table A9, Venture
Number 40, p. 335.

611
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R "
¢ the venture, e.g., the

cr

the name of one of the companies in reference

o

Phillips Group or the Gas Council/Amoco Group. The ownership percent-
ages in ventures of this type may be equal or unequal. If the venture
has unequal ownership, the group is usually named after the member with
the largest ownership interest. 1If, however, the participants have equal
ownership interests, the group takes the name of the operating company.

The members of the group in Venture 5 use the name, "Signal 0il
and Gas Group." This venture involves four minors. Each has a 25 per-
cent interest in the venture. Ventures similar to this one are prevalent
in five of the ten areas: the North Sea, Alaska, the Asia-Pacific Area,
Australasia, and Canada.

The five examples in Table 17 are a cross-section of the types
of joint ventures in which the ninors participate. These examples repre-
sent a variety of participation patterns. The minors' participation pat-
terns are more varied than the majors. For example, the minors' owner-
ship patterns are more inconsistent than the majors. Both equal and un-
equal ownership occurs more often when minors participate, i.e., they
do not have a single ownership pattern.

It is interesting that while there are eighteen minors and seven
majors, the average number of minors participating in joint ventures in
the ten areas is two. (As mentioned above, the average for the majors
is three.) There is an average of two minors per joint venture in six
areas, and an average of three miﬁors per venture in four areas.

The minors have controlling interest in ninety-one joint ventures

involving more than one minor. In these ventures there are 803 direct
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Trangemenis among the eighteen minors.

In terms of interlocking ownership arrangements, the minors are
a less cohesive group than the majors. The combined interlocks for the
ten areas reveal that no minor is interlocked with every other minor.

Out of 152 possible direct interlocking combinations between two minors,
73 are not connected, 32 have one direct interlock, and 12 have two
direct interlocks. There are 36 two-company combinations among the mi-
nors which have 3 or more direct interlocks.

Nine minors, Tenneco, Occidental, Ashland, Standard of Ohio,
Getty, Signal, Marathon, Compagnie Francaise des Petroles (CFP), and
Badische Anilin und Sodafabrik (BASF), collectively account for slightly
more than one~tenth of the interlocks among the minofs. Since these
companies account for a relatively small percent of the interlocks they
will be eliminated from the present discussion.

Standard of Indiana (SOI) has 321 interlocks with twelve minors.
Atlantic Richfield (ARCO) has 316 interlocks with fourteen minors. ARCO
and SOI each account for one-fifth of the interlocks among the minors.
Sun 01l Company has 302 interlocking ownerships with fifteen other minors..
SOI, ARCO, and Sun collectively account for about three-fifths of the in-
terlocks among the minors.

Sun and ARCO share the largest number of interlocks between two
minors. About one-half of both Sun and ARCO's interlocks with the minors
are accounted for by these interlocks. SOI and ARCO share the second
largest number of interlocks between two minors. These interlocks account

for one-third of both SOI and ARCO's interlocks with the minors. SOI and
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Compiled from data in the Appendix, Tables A2 through A-1l.
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These interlocks represent about one-third of both SOI and Sun's inter-
locks with the other minors.

In summary, interlocks with SOI and ARCO represent over four-
fifths of Sun's interlocks with the minors. Over three-fourths of ARCO's
interlocks with the minors are with SOI and Sun, while about two-thirds
of SOI's are with ARCO and Sun.

Collectively, Amerada-Hess, Phillips, and Petrofina account for
17 percent of the interlocking ownerships among the minors. Amerada has
103 interlocks with the other minors while Phillips has 98, and Petrofina
has 77.

Amerada is interlocked with eight minors, but about two-thirds
of its interlocks are with SOI, and slightly less than one-fifth are
with Getty O0il Company. Phillips i3 interlocked with fourteen minors.
Four-fifths of Phillips' interlocks are with three companies: 57 per-
cent with Petrofina, 12 percent with CFP, and 10 percent with Sun. Al-
though Petrofina is interlocked with ten minors, two, Phillips and CFP,
account for almost nine-~tenths of its interlocks.

Cities Service, Continental, and Union collectively account for
13 percent of the interlocking ownerships among the minors. Cities Service
is interlocked with thirteen minors, but its interlocks are primarily dis-
tributed among five of them. Continental is interlocked with sixfeen mi-
nors. Its interlocks are fairly evenly distributed among all sixteen.
Continental is interlocked with all but one of the other minors. Union
is also interlocked with sixteen minors. However, over four-fifths of its

interlocks are with SOI, ARCO, Sun, and Continental.
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It appears that the key minprs in the interlecking ownership
arrangements are SOI, ARCO, and Continental. SOI and ARCO have the
largest number of interlocks with the minors, and Continental has the
most even distribution of interlocks with the other minors.

As mentioned previously, the minors are not as cohesive a
group (in terms of direct interlocking ownerships) as the majors. Since
there are several two-company combinations which are not connected, it
is difficult to calculate the number of possible indirect interlocking
connections among the minors. However, if six of the above discussed
minors are selected for aralysis, indirect interlocks may be examined
in a fashion similar to that applied to the majors.

At least one direct interlock exists between each of the fiff
teen two-company combinations of Standard of Indiana, ARCO, Continental,
Union, Sun, and Cities Service. This means that there are approximately
1,200 possible three-company indirect interlocks among these six com-

panies.9

Minors and Local Private Capital and Governments
Joint ventures among minors and non-host governments, locgl govern-
ments, and local private capital are also prominent patterns. Table 19
contains examples of joint ventures between minors and each of these groups.
Venture 1 in Table 19 is a typical example of a venture between
one minor and a local government. This venture is between Amoco UAR 0il,

a subsidiary of Amoco International Oil Company, which is in turn a sub-

9See footnote 5 in this chapter for the calculation procedures
for these interlocks.
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leum Corporation, an Egyptian government company. The venture is a 50-50
contractual agreement between the two principals.

Both contractual agreements and joint subsidiaries are common in
joint ventures between these two groups of participants. In the above
venture the part;cipants have equal ownership interests, however, ventures
in which the ownership 1is unequally divided, usually in favor of the go-
vernment company, are also typical. This latter pattern is especially
common in Indonesia.10

A variation of Venture 1 is two or more minors participating in
a joint venture with a local government. Venture 2 in Table 19 is an ex-
ample of this variation. This variation is not as common as ventures
similar to Number 1, but is found in five areas.

Venture 3 in Table 19 is an example of a joint venture between
two minors and a non-host government. In this venture Phillips Petroleum
Company of Indonesia, a subsidiary of Phillips Petroleum Company; Tenneco
Indonesia Incorporated, a subsidiary of Tenneco; and AGIP-DIMI S.P.A. -
Indonesia, 84 percent owned by ENI, an Italian governmeﬁt campany,11 each
has a one-~third interest in a 77,224-square mile concession in the South
China Sea.

Ventures similar to Number 3 are representative of the participa-
tion patterns between minors and non-host governments. Although the num-

ber of minors may vary from venture to venture, the ownership interests

10See the Appendix, Table A4, pp. 244-257.

11The remaining 16 percent interest is not known to the author.
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are usually equally divided among (or between) the participants. Ventures
between minors and non-host governments are common in nine areas.

Venture 4 in Table 19 is an example of a venture between minors
and local private capital. This venture is between Union 0il Company of
Netherlands, a subsidiary of Union 0il Company of California, and Stoom-
vaart M. Nederland. Stoomvaart is a consortium of private Netherlands
interests. Union has a 80 percent interest in the venture, and Stoomvaart
has a2 20 percent interest. The two participants hold seven concession
blocks in the Netherlands North Sea area.

Joint ventures in which the only two participants are minors and
local private capital are not common. Usually a participant other than
minors and LPC is involved. For example, in the North Sea, Phillips and
Petrofina, two minors, have joint ventures with LPC, but ENI, a non-host
government company, is usually involved.12

Collectively, the minors have 820 interlocking ownership arrange-
ments with the three groups: local private capital,13 local governments,
and non-host governments. Twenty-nine percent of these interlocks are
with local private capital, about 28 percent are with local governments,
and 44 percent are with non-host governments.

Four minors, Phillips, Standard of Indiana, Badische Anilin und
Sodafabrik (BASF), and Petrofina, account for three~fourths of the inter-

locks with local private capital. Phillips alone accounts for about

12See the Appendix, Table A9, Venture Number 33, pp. 329-330.

13The interlocks with this group include ventures in which parti-
cipants other than minors aud LPC are also involved.



TABLE 19

ILLUSTRATIVE JOINT VENTURES BETWEEN THE INTERNATIONAL MINORS AND LOCAL PRIVATE
CAPITAL, LOCAL GOVERNMENTS, AND NON-HOST GOVERNMENTS, 1957-1971

Venture Geographic
Number Participancts Area
1 AMOCO UAR OIL CO. (50) Egypt

Amoco International 0il Co.
Standard 0il Company (Indiana)
EGYPTIAN GENERAL PETROLEUM CORP. (50)

Egyptian government co.

2 LAVAN PETROLEUM CO. (LAPCO) (100) Iran
Arco Exploration Inc. (12.5) (offshore)
Atlantic Richfield Co.
Murphy Middle East 0il Co. (12.5)
Murphy 01l Corp.
Iranian Sun 0il Co. (12.5)
Sun 0il Co.
Union Oil Company of Iran (12.5)
Union C¢il Company of California
National Iranian 0il Co. (50)
Iranian government co.

3 PHILLIPS PETROLEUM COMPANY OF INDONESIA (33.3) South China Sea

Phillips Petroleum Co.

TENNECO INDONESIA, INC. (33.3)
Tenneco, Inc.

AGIP-DIMI S.P.A. INDONESIA (33.3)
Ente Nazionale Idrocarburi (84)

Italian government co.

Others (16)

(continued)

IXAN



TABLE 19 (Continued)

Venture Geographic
Number Participants Area
4 UNION OIL COMPANY OF NETHERLANDS (80) Netherlands,
Union 0il Company of California North Sea

STOOMVAART M. NEDERLAND (20)
Netherlands private capital

Source: Appendix; Table A8, Venture Number 24, p. 306, Table A8, Venture Number 38, p. 310,
Table A4, Venture Number 45, p. 256, and Table A9, Venture Number 50, p. 339.

871



TABLE 20

JOINT INTERLOCKING OWNERSHIP ARRANGEMENTS BETWEEN THE INTERNATIONAL

MINORS AND LOCAL PRIVATE CAPITAL, LOCAL GOVERNMENTS, AND NON-
HOST GOVERNMENTS, TEN GEOGRAPHIC AREAS, 1957-1971

Local
. Private Local Non-host
Minors Capital Governments Governments Total
Standard of Indiana 24 68 4 96
Atlantic Richfield 3 5 6 14
Continental 0il Co. 9 25 4 38
Tenneco 2 2 4 8
Phillips Petroleum Co. 78 6 102 186
Occidental Petroleum Corp. 0 3 1 4
Union of California 3 6 2 11
Sun 0il Co. 5 3 4 12
Cities Service Co. 0 1 13 14
Ashland 0il Co. 0 2 0o 2
Standard of Ohio 0 4] 1 1
Amerada-Hess 12 58 1 71
Getty 0il Co. 3 2 2 7
Signal Companies 8 0 0] 8
Marathon 0il Co. 8 0 1 9
Compagnie Francaise des Petroles 5 45 141 191
Badische Anilin und Sodafabrik 22 1 3 26
Petrofina 54 0 68 122
Total 236 227 357 820

Source: Compiled from data in the Appendix, Tables A2 through A-11.

6CT
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one-third of these interlocks. Four minors do not have interlocks with
local private capital.

Of the 227 interlocks between local governments and minors, 196
are with four minors. Standard of Indiana, Amerada-Hess, Compagnie Fran-
caise des Petroles (CFP), and Continental account for 86 percent of the
minors' interlocks with local governments. Three minors do not have in-
terlocks with local governments and five minors have less than three
interlocks.

Three minors, CFP, Phillips, and Petrofina account for seven-
eights of the interlocks between minors and non~host governments. Two
minors do not have interlocks with non-host governments and six have
less than three interlocks.

The minors have more iﬁterlocks with these three groups than
do the majors. Also the minors' participation is more'evenly distri-
buted among the three, rather than concentrated in one group, as with the

majors.

International Majors and Minors

This section is devoted to an examination of joint ventures be-
tween the international majors and the international minors. These two
groups of participants are the most prominent members in joint ventures
in the ten areas. Each group demonstrates particular participation pat-
terns among its own members. However, participation also exists between |
the two groups.

Of the seventy-three joint ventures in which members of these two

groups are the controlling participants, 15 percent are joint subsidiaries
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and 85 percent are contractual agreements.

Ventures between majors and minors exhibit several interesting
variations and combinations. Table 21 presents four examples of joint
ventures representative of some of these variations and combinatioms.

Venture 1 in Table 21 is a 50-50 contractual agreement between
Humble 0il and Refining Company, a subsidiary of Standard of New Jersey
{Exxon), and Atlantic Richfieid Company {ARCO). This venture is typical
of those involving one major and one minor. Two characteristics are com-
mon in other similar ventures: (1) they are contractual agreement and
(2) they are equally owned by the two participants. Ventures analogous
to this one are typical in six of the ten areas.

Venture 2 in Table 21 is characteristic of joint ventures in-
volving one major and more than one minor. This venture is a contrac-
tual agreement among Standard of California, ARCO, Union, and Marathonm.
Contractual agreements controlled by minors and involving one major are
found in six of the ten areas.

Venture 3 in Table 21 is illustrative of one of the few joint
subsidiaries in which both majors and minors participate. Paria Opera-
tions Incorporated is owned by one major, Tgxaco, and four minors, Con-
tinental, Marathon, Cities Service, and ARCO. Texaco, Continental, and
Marathon each have a 25 percent interest in Paria, while Citles Service
has a 16.67 percent interest and ARCO has a 8.13 percent interest.

Controlling interest in ventures of this nature is usually held
by the minors and is usually unequally distributed among the participants.
While ventures similar to Paria Operatisﬁs are present in four of the ten

areas, most of the joint subsidiaries in which both majors and minors



TABLE 21

ILLUSTRATIVE JOINT VENTURES BETWEEN THE INTERNATIONAL
MAJORS AND THE INTERNATIONAL MINORS, 1957-1971

Venture ) Geographic
Number Participants Area
1 HUMBLE OIL AND REFINING CO. (50) North Slope
Standard 0il Company (New Jersey)
ATLANTIC RICHFIELD COMPANY, ALASKA DISTRICT (50)
Atlantic Richfield Co.
2 ATLANTIC RICHFIELD CO. (44.75) Swanson River,
STANDARD OIL COMPANY OF CALIFORNIA (44.75) Alaska-
UNION OIL COMPANY OF CALIFORNIA (5.25) North Slope
MARATHON OIL CO. (5.25)
3 PARIA OPERATIONS, INC. (100) Venezuela,
Texas Petroleum Co. (25) Gulf of Paria

Texaco Inc.

Continental 0il Company of Venezuela (25)
Continental 0il Co.

Marathon Petroleum Venezuela, Ltd. (25)
Marathon 0il Co.

Venezuela-Cities Service, Inc. (16.67)
Cities Service Co.

Sinclair Venezuelan 0il Co. (8.33)
Atlantic Richfield Co.

(continued)
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TABLE 21 (Continued)

Venture Geographic
Number Participants Area
4 ELWERATH OIL COMPANY OF LIBYA (50) Libya

Gewerkschaft Elwerath
Deutsche Shell A.G. (50)
Royal Dutch/Shell Group
Esso A.G. (50) ;
Standard 0il Company (New Jersey)
BADISCHE ANILIN UND SODAFABRIK (50)
Private German capital

£eT

Source: Appendix; Table A3, Venture Number 15, p. 240, Table A3, Venture Number 1, p. 233
Table Al0, Venture Number 43, p. 356, Table A2, Venture Number 55, p. 216.
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participate are in the Middle East.

Venture 4 in Table 21 is a contractual agreement between two ma-
jors and one minor. Elwerath O0il Company of Libya and Badische Anilin
und Sodafabrik, a private German company, are 50-50 partners in this ven-
ture. Elwerath Ls a subsidiary of Gewerkschaft Elwerath. Gewerkschaft
is a 50-50 joint subsidiary of the Royal Dutch/Shell Group, and Standard
of New Jersey (kxxon). This venture, which invoives a joint subsidiary
owned by two majors participating in a contractual agreement with a
minor, is typical in four of the ten areas.

Interlocking ownerships among the majors and minors as indivi-
dual groups have been discussed previously. In Table 22 these interlocks
are eliminated so that the number of interlocks between the two groups
can more easily be seen. Only those interlocks between members of the
two groups are presented in this table.

There are 934 direct joint interlocking ownership arrangements
between the majors and the minors. These interlocks are compiled from
the 238 joint ventures in which both majors and minors participate.

Among the minors, ARCO, Phillips, and Continental>have the most
interlocking ownerships with the majors. Collectively, these three account
for 63 percent of the minors' interlocks with the majors. Collectively,
Amerada-Hess, Occidental, Ashland, and Petrofina have 4 percent of the
minors' interlocks with the majors. Thirteen of the minors are inter-
locked with each of the majors at least once.

ARCO has 393 interlocks with the seven majors; 215 of these are

with Standard of New Jersey and 130 are with BP. These two account for
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TABLE 22

JOINT INTERLOCKING OWNERSHIP ARRANGEMENTS BETWEEN
THE INTERNATIONAL MAJORS AND THE INTERNATIONAL
MINORS, TEN GEOGRAPHIC AREAS, 1957-1971

Major s ls T |uw e |s |8 |1

e h e o u 0 P )

T e X b 1 c t

s H a i £ A H

Minor ; ! : 1 L 1
Standard of Indiana 7 6 8 3 4 4 1 33
Atlantic Richfield 215 9 12 7 7 13 j 130 | 393
Continental 5 7 8 4 21 8 4 57
Tenneco 3 1 3 3 1 1 1 13
Phillips 5 3 5 98 5 10 11 | 137
Occidental 1 1 211 1 2 1 9
Union 4 5 8 4 4 9} 18 52
Sun s 3] sl 4 3| 4] i| =z
Cities Service 5 5 2 1 1 1 0 15
Ashland » 2 2 2 1 2 2 2 13
Standard of Ohié 1 1 2 1 7 2 7 21
Amerada-Hess . 0 1 0 0 0 0 0 1
Getty 6 4 6 4 8 [ 5 39
Signal 6 3 3 4 4 3 5 28
Marathon 4 7 2 1 1 4 1 20
CFP 7 7 5 6 2 2 6 35
BASF 8 9 6 2 0 2 1 28
|Petrofina 1 Q 1 Q 1 1 9 13
Total 284 | 74 | 83 [144 | 72 | 74 203 | 934

a1t Source: Compiled from data in the Appendix, Tables A2 through
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nearly 90 percent‘of ARCO's interlocks with the majors. ARCO's remain-
ing interlocks are falrly evenly distributed among the other majors.

Phillips has 137 interlocking ownerships with the majors; about
three~-fourths of these are with Mobil. The remaining 28 percent of
Phillips' interlocks are spread evenly among five of the other majors.

Continental has fifty-seven interlocks with the majors. Thirty-
seven percent of these are with Gulf; however, the remaining 63 percent
are distributed evenly among the other six majors.

Among the majors, Standard of New Jersey (Exxon), BP, and Mobil
have the largest number of interlocking ownerships with the minors. Col-
lectively these three account for about two-thirds of the majors' inter-
locks with the minors. Each of the other four majors has about the same
number of interlocks with the minors.

Standard of New Jersey (Exxon) has 284 interlocking ownerships
with the minors; three-fourths of these are with ARCO. Standard is inter-
locked with each minor (except Amerada-Hess) at least once and with thir-
teen minors three or more times.

BP has 203 interlocking ownerships; 64 percent of these are with
ARCO. BP is interlocked with sixteen minors one or more times and with
nine minors three or more times.

Mobil has 144 interlocking ownerships with the minors; 68 percent
of these are with Phillips. Mobil is interlocked with sixteen minors at
least once and with nine minors three or more times.

The three largest two-company combinations among the majors and

minors are: Standard of New Jersey and ARCO, BP and ARCO, and Mobil and
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Phillips. Collectively, these three combinations account for about one-
half of the interlocking owmerships between majors and minors.

Table 23 contains the numerical tabulation of the aggregate
interlocking ownerships among and between the majors and the minors
for the ten geographic areas. Table 24 contains the combined inter-
locks for the twenty-five company participants and the four groups: lo-
cal private capital, local governments, non-host governments, and ‘others.”
These interlocks are broken down and analyzed by geographic area.

By analyzing the data in Tables 23 and 24 the magnitude of in-
terlocking ownership arrangements for the individual participants may be
observed.

The aggregate number of interlocking ownership arrangements among
and between the majors and the minors is about 2,500. Nineteen of the
twenty-five company participants have at least one interlock with each
other; twelve have three or more mutual interlocks. If the number of
indirect interlocks was calculated for either of'the above cases, the
number would be enormous.

The ten company participants with the largest ﬁumber of inter=-
locking ownerships are: ARCO, Standard of New Jersey (Exxon), Standard
of Indiana, Phillips, Royal Dutch Shell, Sun, Compagnie Francaise des
Petroles (CFP), Mobil, BP, and Standard of California. Of these ten,
five are majors and five are minors. These ten collectively account
for about 70 percent of the interlocks among the twenty-five company
participants and nearly one-half of the interlocks among the six groups
of participants. Five of these ten are examined in the following dis=-

cussion.
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Atlantic Richfield has 899 interlocking ownership arrangements
with the other participants. This is about one-tenth of all the inter-
locks among the participants in the ten areas. Standard of New Jersey
(Exxon) has 621 interlocking ownership arrangements with the other par-
ticipants. This is about 6 percent of all the interlocks in the ten
areas.

Both ARCO and Jjersey are interlocked with twenty-three of the
other twenty-four company participants. Neither ARCO nor Jersey is
interlocked with Amerada-Hess. The twenty-three companies with whom
ARCO and Jersey are interlocked account for about four-fifths of their
interlocks.14 Interlocks with Jersey account for about one-fourth of
ARCO's interlocks, while two companies, Shell and ARCO, account for
about three-fifths of Jersey's.

Seventy percent of ARCO's interlocks are in Alaska and 17 pe:-
cent are in the North Sea. The remaining 13 percent are more evenly dis-
tributed among the other areas (except Western Europe). ARCO has more
interlocks in Alaska than the other participants. Nearly three-fourths
of Standard of New Jersey's interlocks are in Alaska and the North Sea.
The remaining one-fourth is more evenly distributed among the other
areas. Jersey has its fewest interlocks in Central America, and (along
with Shell) has more than the other participants in Western Europe.

Standard of Indiana has 570 interlocking ownership arrangements

with the other participants, or 5 percent of all the interlocks in the

14The remaining interlocks are with LPC, NHG, local governments,

and "others."
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ten areas. SOI is interlocked with twenty-two of the other twenty-
four company participants. These twenty-two companies account for 67
percent of SOI's interlocks;15 three companies, Sun, ARCO, and Amerada-
Hess account for 50 percent. About 90 percent of SOI's interlocks are
in Alaska and the North Sea. The remainder are found mainly in Canada,
South Amerjca, and Africa. The company does not have interlocks in
Australasia or Western Europe.

Phillips has 518 interlocks with the other participants, or 5
percent of all the interlocks in the ten areas. Phillips is interlocked
with twenty-one of the other twenty-four company participants. These
twenty-one account for 54 percent of Phillips' interlocks;16 two companies,
Mobil and Petrofina, account for 31 percent. Four-fifths of Phillips'
interlocks are in Alaska and the North Sea. The remaining one-fourth
are found mainly in South America and Canada. Phillips has no inter-
locks in Western Europe, but it has more interlocks in the North Sea
than the other participants.

Royal Dutch/Shell Group has 492 interlocking ownership arrange-
ments with the other participants. This is 5 percent of all the inter-
locks in the ten areas. Shell is interlocked with twenty-three of the
other twenty-four company participants; these twenty-three account for
four-fifths of Shell's interlocks.l7 Two companies, Standard of New

Jersey (Exxon), and Standard of California, are interlocked with Shell

15414,

16,1114,

L 1hid.
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TABLE 23

JOINT INTERLOCKING OWNURSEIP ARR INTS AMONG TEE
INTERNATIONAL MATORS AND MINOKS, TEN GREOGRAPHIC
AREAS, 1957-1971

COMPANY Jos rinlels ] is{ajcit plofeisfelalstalelsintc]s PT
elhfefefufotPiof{Rioiefhic|niuvlils Vl=teld|ajFlAaiejo
rle{x[blllcC I fCle jn gt et jnjelnla et igleiPlsic it
8 1 eyt {1 ]a 01 tafl |t jo i1l frjelin]a Fir|a
e (1 {c (1 L i je (1 ; d |n e fafo falvyiafre o1
¥ ° nlc L je s in d 1 ih £

e |o jp in d a (-] I3
o 3 t a T
4 a a
a 1
COMPANY 1
Standacd 011, i :
New Jersey 0
Royal Duteh
Shell hss
Texaco 27 0
Mobil 24 72
Gulf 15 11 53
Steadard OIT,
California 85 21| 12 198
oritisy l
Petroleun ntias 16] 20| 5 7
tandard of
Indiana 6 31 4F 4 1 1
Atlantic Richfield 9 7{ 77 131130{108 s01
1]
Cont {nental 7 4t 211 8} 4| 3 6\ 66
Tenneco 1 3F 1 1 1 o1 9l 2 \ 1
[Phillips 3 98| s| of 1| 4| | & 4N\ ”
0ccidental 1 11 1} 28 11 3| f 1 o 1 16
Union 5 4 4] 911830} 27 si 4 3 1 122
Sum 3 4] 3| 4] 20206 f3470 6 2 24| of 9 31
Citles Service 5 1 1) 1) 1) 2 s 16 o 3 1 2] 13 57
]
Ashland 2 1y 20 2y 24 37 3 21 1} & 1 2| 2 2 13
[Standard of Ohie 1 1} 7] 21 71 0] 3 31; o of of 1 i 1 10
Azerada-Hess 1{ 0}l o} 0] o] 0)70{ of 3i 1| o of ol o o 29
loetty 41 61 41 8] 6] S| 7|1 6 2f s 2| s| 3 2 106
S1gnal 30 3) &) 3) st 21 4tie) 2, 20 1 s 5| 1l 17 1
harachon 7 11 a) 1) 3] 9 ol al o] 6] o 2 67
4
e 7 61 21 21 6b ey 3| 4! 2] 23] o 3} 1| o 52
{
ASF 9 2ol 2y 1129} 0! of of of of 1| o 37
-FPetrofina 0 Of 1y 1] 9727 41 41 ol 65] of 1| 21 o 106
frot a1 240 192 1103} 20 !201 {323 245! 72} 21]118) 10 34) 27] 24} 12 2501

Source: Compiled from date in the Appendix, Tables A2 through A-11.




TABLE 24

JOINT INTERLOCKING OWNERSHIP ARRANGEMENTS BY PARTICIPANT AND GEOGRAPHIC AREA, 1957-1971

Geographic Area

Asia- Austral- Central Middle North South Western
Participant Africa Alaska Pacific asia Canada  Amorica East Sea America  Europe Total
Jersey 13 249 19 13 23 3 42 205 40 14 621
Shell 34 116 12 35 13 15 50 163 40 14 492
Texaco 12 55 6 31 15 8 29 59 55 10 280
Mobil 19 140 22 23 14 1 - 39 20 39 9 336
Gulf 7 . 54 18 3 23 7 16 85 29 13 255
SOCAL 9 147 4 31 5 17 19 59 . 14 10 315
BP 11 181 6 36 13 1 35 58 7 2 350
sor 14 263 7 0 23 2 3 237 21 0 570
ARCO 11 618 7 6 16 13 25 153 50 0 899
Cont lnental 15 50 8 17 29 2 23 49 30 2 225
Tenneco 5 25 2 5 10 5 8 0 9 0 69
Phillips 11 141 6 10 27 4 9 271 39 0 518
Occidental 7 26 0 0 (4] 1 0 0 3 0 37
Union 12 118 8 11 4 7 16 8 35 0 219
Sun ) 7 239 o 21 14 3. 17 132 40 0 473
Citics 12 47 3 0 0 0 5 31 11 0 109
Ashland 13 34 5 0 6 1 6 0 ? 0 72
SOHIO 3 12 0 0 0 4 14 0 15 0 48
Amerada 12 36 0 2 4 1 0 211 2 0 268
Cetty 5 82 12 0 18 0 32 0 3 0 152
Signal S 24 0 0 0 5 18 34 13 0 99.
Marathon 7 40 4 3 11 0 0 41 6 2 114
CFP 52 0 1 5 18 0 41 254 0 5 376
BASF 4 0 0 0 0 0 11 57 13 1 86
Petrofina 0 15 0 0 7 0 0 211 0 0 233
LPC 0 0 4 98 29 8 14 544 16 12 725
LG : 60 0 34 10 3 1 45 343 22 9 527
NHG 123 2 6 9 17 1 22 520 14 0 714
Others 140 205 76 47 82 28 94 626 76 4 1,378
Total 623 2,919 270 416 424 148 633 4,371 649 107 10,560

1541

Source: Compiled from data in the Appendix, Tables A2 through A~1ll.
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24) times, which is about one-half of Shell's interlecks in the ten areas.

Over one-half of Shell's interlocks are in Alaska and the North
Sea. Shell's interlocks in the other eight areas are more evenly distri-
buted; however, Shell has more interlocks in the Middle East than the
other participants.

Collectively, the five companies discussed above account for
three-tenths of the interlocks in the ten areas. The next five largest
companies (in terms of the number of interlocks) account for 17 percent.

An analysis of the preceding data reveals that about two-thirds
of the joint interlocking ownerships in the ten areas are in Alaska and
the North Sea. However, there are relatively large numbers of interlocks
in South America (649), the Middle East (633), Africa (623), and Canada
(424). Central America and Western Europe have the least number of inter-
locks.

The majors, except BP, appear to have more even distribution of
interlocks in the ten areas than the other participants. BP's interlock-
ing ownerships are concentrated in four areas: Alaska, Australasia, the
Middle East, and the North Sea. Among the minors, Continental appears

to have the most even distribution of interlocks among the ten areas.

Consistent Partnerships

In this section three forms of consistent partnership arrangements
are examined: (1) partnerships between two or more majors, (2) partner-
ships between a major and a minor, and (3) partnerships between minors.
Included in the latter is a partnership between a minor and a non-host

government company. Of these three patterns, partnerships between majors
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is the most frequent,

While there are several sets of consistent partnerships among the
majors, three are outstanding: (1) Texaco and Standard of California,
(2) Standard of New Jersey (Exxon) and Mobil, and (3) Standard of New
Jersey and Royal Dutch Shell.

Since they participate in at least thirty-two joint ventures and
have joint operations in nine of the ten areas, Texaco and SOCAL are pro-
bably the most significant joint venture partners. The two companies
operate primarily through their 50-50 joint subsidiaries, California
Texas 0il Company (Caltex) and American Overseas Petroleum Limited
(Amoseas) .

Caltex was formed in 1936 to act as operator for the two parents
in the Eastern Hemisphere. Since that time Caltex has formed several
subsidiaries of its own. Caltex originally managed the producing, re-
fining, and marketing operdtions for SOCAL and Texaco. However, when
Amoseas was organized it took over the principal administration of explor-
ation and production from Caltex.

In 1968 Amoseas and Caltex were reorganized. Chevron Ovefseas
Petroleum Incorporated (COP), a 100 percent subsidiary of Standard of
California, and Texaco Overseas Petroleum Incorporated (TOP), a 100 per-
cent subsidiary of Texaco, were established by the two Caltex parents.
Each of the subsidiaries, COP and TOP, were to manage separate parts of
the areas originally managed by Amoseas. However, the new organization
did not affect the 50-50 ownership of producing assets or exploration

interests in the Eastern Hemisphere. Furthermore, it did not alter the
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ownership of Caltex Petroleum Corporation, a 50-50 subsidiary engaged in
sizable amounts of refining, marketing, and other oil activities in the
Ecstern Hemisphere. The reorganization was primarily for managerial and
administrative purposes and not ownership control.

In the Eastern Hemisphere there are few instances in which either
Texaco or SOCAL operates autonomously. In addition to the Caltex-Amoseas
complex, the two companies each have a 30 percent interest in the Arabian
American 0il Company, a 7 percent interest each in the Iranian Partici-
pants, and hold interests in other Middle Eastern oil operationms.

Texaco and SOCAL have several joint ventures outside the Eastern
Hemisphere. The two participate in joint ventures in South America,
Alaska, and Canada; in fact, Central America is the only area of the ten
in which Texaco and Standard of California do not have joint operations
of some type.

Most of the joint ventures in which these two comapnies partici-
pate are joint subsidiaires. Their contractual agreements are primarily
in the Western Hemisphere.

The association between Standard of New Jersey (Exxon) and Shell
dates at least to the Achnacarry agreements in 1928. 1In a meeting in
Scotland these two, along with BP, divided world markets and arranged
pricing agreements.

Standard of New Jersey and Royal Dutch Shell are partners in at
least twenty-nine joint ventures. These two companies participate primar-
ily through joint subsidiaries. Some of their more notable joint subsi-~

diaries are Gewerkschaft Elwerath, Gewerkshaft Brigitta, N. V. Nederlandse
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Aarcdlie Maatschappij, and Shell United Kingdom Expleration and Production
Limited. Each of these is a 50-50 subsidiary betw;en Standard of New
Jersey and Shell. In addition to their place of incorporation, these sub-
sidiaries operate in six areas and have joint ventures with other parti-
cipants.

In addition to joint subsidiaries, Shell and Standard of New
Jersey (Exxon) participate in contractual agreements. One of the more
notable contractual agreements between these two companies is in Venezuela.
In this agreement (which also includes Gulf) the two companies equally
share one-half of the concession rights and production of Mene Grande 0il
Company, a Gulf subsidiary. Shell and Standard of New Jersey are usually
50-50 partners in either a joint subsidiary or a contractual agreement.
These two companies jointly operate in eight areas (Asia-Pacific and
Australiasia are the exceptions).

Standard of New Jersey (Exxon) and Mobil (using their present
names) were two of the companies separated from the Standard 0il Trust
in 1911. The association between the two was re-established in 1933 by
the formation of Standard-Vacuum (Stanvac). Stanvac, a 50-50 joint sub-
sidiary of Mobil and Standard of New Jersey, was organized to manage and
administer the operations of its two parents in the Far East. Stanvac
operated until 1961 when it was broken up as a result of a consent decree
in an antitrust case. Apparently the separation was not complete since
at least one joint subsidiary, P. T. Stanvac Indonesia, was still in oper-
atlon in 1971.

Standard of New Jersey and Mobil are partners in at least nineteen
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TABLE 25

ILLUSTRATIVE CONSISTENT PARTNERSHIPS IN JOINT VENTURES
FOR SELECTED PARTICIPANTS, 1957-1971

Number of Number of
Ventures Areas
In Which In Which
Partners Partners
Participants Participate Participate
Texaco
Standard 0il, California 32 9
Standard 0il, New Jersey
Royal Dutch Shell 29 8
Standard 0il, New Jersey
Mobil 19 7
. Royal Dutch Shell
British Petroleum 17 5
Standard 0il, New Jersey
Standard 0il, Indiana 7 5
Standard 0il, New Jersey
Atlantic Richfield 10 6
Gulf
Continental 6 5
Continental
Union 7 5
Standard 0il, Indiana
Atlantic Richfield 7 5
Phillips
Ente Nazionale Idrocarburi 18 5

Source: Compiled from data in the Appendix, Tables A2 through
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joint ventures. One-half of these ventures are contractual; the other
one-half are joint subsidiaries. The two companies have joint éperations
in seven of the ten geographic areas.

The associations between the other partners in Table 25 (except
possibly shell and BP) are neither as long-standing nor as dominant as
the three partnerships discussed above. Shell and BP are partners in
at least nineteen joint ventures; however, they have partnerships in only
five areas. Their more important joint ventures are in the Middle East,
Africa, and Australasia.

Partnerships between majors and minors are not as common as
partnerships between majors and are usually based on contractual agree-
ments.

Three of the more important major-minor partnerships are Standard
of New Jersey-Atlantic Richfield, Standard of New Jersey-Standard of
Indiana, and Gulf-Continental.

0f these three, the Standard of New Jersey—-ARCO partnership is
the most outstanding. Both of the companies were part of the Standard
0il Trust.18 These two companies participate in at least ten joint ven-
tures and they have joint activities in six of the ten geographic areas.

Although partnerships between two minors are not as common as
partnerships between a major and a minor, there are several sets of part-
nerships between two minors. In addition to the two minor-minor partner-

ships contained in Table 25, Union and Marathon, and Continental and

18ARCO was formed in 1966 by the merger of Richfield 0il Company

and Atlantic Refining Company. Atlantic Refining was part of the Standard
0il Trust. Sinclair 0il Company was merged into ARCO in 1969.



Marathon, are partmers in scveral ventures in other gecgraphic areas.
The more prominent minor-minor partnerships are Continental-Union, and
Standard of Indiana-Atlantic Richfield. Both of these partnerships (in
each venture) are based on contractual agreements.

A partnership nearly as eminent as some partnerships between
majors is one between Phillips, a minor, and ENI, a non-host government
company. These participants are involved in at least eighteen contrac-
tual joint ventures, and have joint operations in five areas. Several

of their operations are in the North Sea and the Middle East,

Joint Venture Evolution

Viewing a joint venture as a static unchanging enterprise between
its participants may be misleading and in many cases incorrect. Joint
ventures change and evolve over time. These changes come about in differ-
ent ways. In some instances the original concessionaire may not have
conducted exploration and drilling operations. However, as the venture
expands its membership, or as control of the venture changes, activity
may begin to flourish.

The evolution patterns of joint ventures yield insights into the
development of concession areas. These patterns aid in the understand-
ing of the joint venture process. With this end-in-view, several examples
will be discussed. In two of these examples the majors are the primary
participants; in others, the minors and majors are the chief participants.
The ownership changes in two of these ventures and the approximate time
sequence of the changes are presented in Table 26.

The first example included in Table 26 is the Dansk Underground
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TABLE 26

OWNERSHIP CHANGES IN DANSK UNDERGROUND CONSORTIUM
AND ARABTAN AMERICAN OIL COMPANY, BY
PARTICIPANT AND COMPANY, 1933-1965

Ownership
Year Participants Interest
Dansk Underground Consortium
1960 .A. P. Moeller 100.0
1963 A, P, Moeller 40.0
Gulf 0il Corporation 30.0
Royal Dutch Shell 30.0
1965 A. P. Moeller 25.0
Gulf 0il Corporation 30.0
Royal Dutch Shell 30.0
Texaco, Incorporated 7.5
Standard 0il, California 7.5
Arabian American 0il Company
1933 Standard 0il, California 100.0
1936 Standard 0il, California 50.0
Texaco, Incorporated 50.0
1947 Standard 0il, California 30.0
Texaco, Incorporated 30.0
Standard 0il, New Jersey 30.0
Mobil 0il Corporation 10.0

Source: The 0il and Gas Journal, 1960-1965, and The Aramco
Handbook, 1968.
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Consortium (DUC). DUC was formed in 1963. Prior tec this time, A. P.
Moeller held the concession which DUC acquired upon its formation.
Moeller had acquired an exclusive fifty year concession covering most
of Denmark and its continental shelf. No record of exploration or drill-
ing activity prior to 1963 was found by the author.

In 1963, arrangements were made whereby Gulf 0il of Denmark,

a subsidiary of Gulf 0il Corporation, Shell Denmark Limited, a member
of the Royal Dutch/Shell Group, and Moeller formed the consortium, DUC.
Gulf and Shell each received a 30 percent interest in DUC; Moeller re-
ceived a 40 percent interest. Gulf became the operator for the three
participants.

Between 1963 and 1965 DUC acquired the concession rights to the
Danish section of the North Sea. Exploration and drilling began in this
sea and in Denmark about this time.

In 1965 Texaco Denmark Incorporated, a subsidiary of Texaco, and
California 0il Company of Denmark, a subsidiary of Standard of California,
joined the consortium. Texaco and Standard of California each received
a 7.5 percent interest and Moeller's share was reduced to 25 percent.

Since 1965 there have been no further changes in the ownership
of DUC. However, in 1971, representatives of Texaco were considering
increasing Texaco's interest to 10 percent. (The outcome of these nego-
tiations is not known as of this writing.)

The reasons for the organizational changes in DUC are largely a
matter of speculation. Gulf and Shell may have been invited to join be-

cause Moeller was unable (either financially or technically) to develop
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his concession. Gulf and Shell possessed not only the technology to
develop the concession, but also the marketing facilities to distribute
the realized production, if any. Perhaps the companies agreed to jointly
participate in DUC in order to spread the financial risks involved.

It does not seem reasonable that Gulf and Shell were attempting
to spread their financial risk when Texaco and Standard of California
joined DUC, since neither Gulf nor Shell's ownership shares (and hence
their risk shares) changed. It was Moeller who relinquished the 15 per-
cent interest to Texaco and Standard of California. Perhaps Moeller was
attempting to further reduce his risks. Other reasons for these owner-
ship changes are a matter of speculation.

The evolution of a joint venture in Western Australia is similar
to that of DUC. The ownership of Western Australian Petroleum Proprie-
tary Limited (WAPET) has experienced changes similar to those of DUC.
Indeed, three of the same partners, Shell, Texaco, and Standard of Cali-
fornia, are in both ventures.19

Another example is the Arabian American Oil Company (ARAMCO).
Standard of California was granted an exclusive concession by King Ibn
Saud of Saudi Arabia in 1933. 1In 1936 Texaco and Standard of California
formed ARAMCO. Also in 1936 rich oil deposits were discovered, and by

20

1939, oill exports exceeded 500,000 tons. In 1947 after a series of

disputes and negotiations, Standard of New Jersey and Mobil joined

19See the Appendix, Table A5, Venture Number 1, p. 259.

20Schurr, Homan, and Associates, op. cit., p. 116.
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Mobil acquired a 10 percent interest. Texaco and Standard of California
each retained a 30 percent interest.

Several joint ventures experience fewer changes than the above
examples. These changes often involve one new member joining an existing
joint venture. Usually a minor joins a venture in which a major holds
an interest. Ventures of this type are common in several areas.

In 1963 Spanish Gulf 0il Company, a subsidiary of Gulf, and
Compana Espanola de Petroleos (CEPSA) each held a 50 percent interest
in a five million acre concession in Spanish Sahara. Continental 0il
Company acquired a 50 percent interest in this concession. CEPSA and
Gulf each retained a 25 percent interest. Continental, acting as opera-
tor for the other members, began drilling operations; however, as of
this writing, no discoveries have been reported.

Gulf and Continental are also parties to similar ventures in the
North Sea. In one of these ventures, Gulf and the National Coal Board,

a British Agency, had 50-50 shares in ten concession blocks in the British
North Sea area. Continental acquired a 40 percent interest in these ten
blocks from the National Coal Board. Continental then became the opera-
tor in the venture.

Several joint ventures have been formed in the last ten years

which arouse curiosity. For example, in 1969 Occidental and Texaco

ZlThese negotiations involved not only the four companies who
reorganized ARAMCO, but also BP, CFP, Royal Dutch Shell and C. S. Gul-
benkian. The disputes involved the breach of the Red Line agreement by
Mobil and Standard of New Jersey.
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acquired a joint concession in Peru. 1In 1968 Phillips and Mobil jointly
acquired 98 concession blocks on the North Slope. In 1967 and 1968 Occi-
dental discovered three large fields in Libya. Between 1964 and 1966
Phillips and its partners discovered two large fields in the North Sea.
Since oil companies, (especially the larger ones) have extensive intel-
ligence gathering organizatioms,22 one may speculate that these joint

ventures are less than random.

22Peach and Constantin, op. cit., p. 373.



CHAPTER V

JOINT OWNERSHIP OF THE MEANS OF PRODUCTION IN

THE INTERNATIONAL PETROLEUM INDUSTRY

In this chapter joint venture data on exploration and drilling,
producing operations, pipeline systems, and refineries are examined.
Data on exploration and drilling joint ventures are analyzed in chap-
ters III and IV of this study. Data on producing operations and pipe-
line systems are analyzed in chapters four and five of John R. Munkirs'
thesis.1 In addition to the joint venture data in these two studies,
similar data were collected and tabulated on refineries. These three
sets of data are analyzed in this chapter.

Since each international major, and most international minors,
are fully integrated oil companies, their operations include the four
phases mentioned above. Therefore, a more comprehensive understanding
of joint ventures in the petroleum industry is possible if the three
sets of data are combined.

One part of the analysis in this chapter focuses upon joint

ventures in which the international majors and the international minors

lsee John R. Munkirs' unpublished Ph.D. thesis, "Joint Ventures
in the International Petroleum Industry: Producing Operations and Pipe-
line Systems," pp. 97-209.
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are participants. First, these two groups are separately analyzed. This
analysis includes participation in and control of joint ventures. It
also includes the degree of ownership (joint and individual) of the means
of production by the majors and minors. Further, the magnitude of joint
interlocking ownership arrangements resulting from joint ventures is ex-
amined. These interlocks are discussed by group and for selected parti-
cipants.
In part two of this chapter, the above analysis serves as a vehicle

to discuss certain aspects of the organizational structure of the inter-
national petroleum industry. The Veblenian dichotomy is used to comment

on this structure.

Joint Venture Magnitude

Millions of square miles of land and water are under contract to
petroleum companies and agencies. Approximately 28,000,000 (1970) barrels
of crude oil are pumped each day from these concessions. This oil is
transported through a 34,000 mile network of pipelines and arrives at re-
fineries capable of processing over 34,000,000 barrels a day.2

Joint ventures are a fundamental part of the organizational struc-
ture of the international petroleum industry. The data collected in this‘
study indicate that more than half of means of production are jointly
owned. The means of production in the o0il industry include: exploration
equipment and techniques, land, drilling equipment, pumping equipment,

transportation facilities, and refining equipment. Each phase of produc-

2Production, pipeline, and refining data exclude the continental
United States, and the Communist bloc countries.
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tion also requires a high degree of technical skill and knowledge. These
means of production are essential; a deficiency in one will create a
bottleneck in--if not a breakdown of--the production process.

Joint ownership of the means of production begins at the explora-
tion phase. There are at least 109 joint exploration ventures in the ten
areas. An average of five participants is involved in exploration joint
ventures. The equipment required to conduct exploration may not neces-
sarily be jointly owned, but much of it is jointly used, and the result-
ing information from exploration is jointly analyzed.

Joint exploration often leads to the joint purchase (or leasing)
of concessions. There are 1,536 joint concessions in the ten areas. Not
all of these are the result of joint exploration; however, a substantial
portion of the joint concessions in six areas may be linked to joint ex-
ploration. At least 3.5 million square miles of land and water are under
joint contract to petroleum companies and agencies. A substantial amount
of "land" is, therefore, jointly owned (or leased), and land is considered
to be a means of production.

1f drilling activity is undertaken on a jointly owned concession,
the equipment used and the knowledge necessary to drill for oil may be
considered jointly owned. However, not all joint drilling is undertaken
on jointly owned concessions. The data indicate several instances in
which joint drilling (or the sharing of information from drilling) takes
place on one-owner concessions. In these cases, the drilling equipment
is jointly used, while the information resul