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(1) Overview

In recent years questions of resource ownership have regained widespread attention within the global oil and gas industry. At last year’s IAEE European conference the author presented a time-series analysis of the impact of privatisation on National Oil Companies (Wolf and Pollitt 2008). This paper complements last year’s contribution and provides a number of key insights into the importance of ownership within the oil and gas sector.

Using an extensive dataset of both state-owned and privately-owned oil companies from around the world (1,001 firm observations in the period 1987-2006), we employ a number of different methodologies, including panel data regression and DEA frontier analysis, to investigate the relationship between ownership and firm performance and efficiency. 

We find that ownership generally “matters”, as it significantly impacts on most key metrics of corporate performance and efficiency. Whilst some issues require further investigation, such as the differences between OPEC and non-OPEC NOCs, and the sustainability of some of the private sector advantages post the oil price crash of 1998, the current evidence suggests that a (political) preference for State Oil vs. Private Oil usually comes at an economic cost.

(2) Methods

We first compile a comprehensive dataset of the largest global oil and gas companies, whether state-owned or privately-owned, covering a total of 1,001 firm observations in the period 1987-2006. An initial (descriptive) analysis of the data reveals a fresh, firm-centred perspective of the changes in the global oil and gas markets over the past two decades. 

We then investigate the dataset using three different methodological approaches:

· Simple performance and efficiency ratios by ownership type.

· Cross-sectional and panel data regression analysis.

· Data Envelopment Analysis (DEA).  

(3) Results

We compare NOCs and IOCs on the basis of upstream production, reserves management, labour and capital efficiency, revenue generation and profitability, whilst controlling for important structural differences between the firms.

Using multivariate regression analysis, NOCs – and OPEC NOCs in particular – are found to produce a significantly lower annual percentage of their upstream reserves than the private sector. This might be due to more conservative reserves management, a systematic overstatement of reserves, or a combination of the two. Genuinely and deliberately slow production rates might well be justified on national welfare grounds and are not necessarily proof of lower productivity or efficiency at NOCs. Measurements of capital and labour efficiency, however, indicate a statistically and economically significant underperformance of non-OPEC State Oil vs. Private Oil. A typical NOCs employs up to 71% more personnel for a comparable asset base, and generates up to 18% less output from these assets than its private counterpart, and the within estimators confirm that these differences can indeed be bridged through changes in ownership. Publicly owned firms also generate less revenue per unit of output and tend to be less profitable. The different estimators for profitability also show that actual reductions in state ownership result in greater profitability improvements than could have been expected from the cross-sectional comparison.
(4) Conclusions

This paper complements our contribution from last year (Wolf and Pollitt 2008) in which we had shown the impact of privatisation on National Oil Companies. In this paper we examine any inherent performance and efficiency differences between private and state-owned oil companies. The two perspectives are closely connected: inherent static superiority of private ownership is a necessary conditions for the success of privatisation, but not a sufficient one, since privatisation processes are dynamic and potentially include important changes other than ownership, such as political, regulatory and organisational changes. Taken together, the two papers thus provide compelling evidence that ownership does indeed matter within the oil and gas industry.
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