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(1) OVERVIEW
Once again the oil industry is facing significant developments. Prior to 1971, the largest oil companies – termed the Seven Sisters – dominated the world of oil. The vogue of mergers and acquisitions marked the following three decades, and the seven largest international oil companies (IOCs) in the world became four. With the beginning of the 21st Century, the world has entered a new phase on the energy front and the changing structure of the oil industry is one striking feature. Concerns, such as access to reserves and climate change, let alone the growing power of the national oil companies (NOCs) who are going beyond their national boundaries and are increasingly integrating internationally, have caused a stir within the oil industry. Of the 57 exploration and appraisal wells which were drilled in 2005, only eight were for major IOCs (Odell, 2006). Other changes within the energy world that are affecting IOCs include: decreasing discoveries, partnering, rise of populist governments, pressures to increase state take, escalating costs, increasing social-environmental responsibilities, and potential personnel shortages. 

But are the oil majors really losing ground? Has the era of the large IOCs ended? Does it really matter? Theoretically, it should not matter, as long as the oil is getting to the market, because customers care about supply. In practice, though, this is rarely the case. IOCs bring investment capital, management practices, technology and innovation. They also seem to be better at management risk and exploring new frontiers. In the long run, if oil majors do not optimise their production factors, consumers can suffer more than they expect given the higher costs and Governments will get lower revenues, even if higher tax rates are imposed. Higher tax rates do not necessarily mean higher revenues, if production is not sustained and costs are rising fast still.  
The objective of this paper is to analyse the challenges that the oil majors are facing within the global market and to evaluate their implications on policies and strategies. 

(2) METHOD
The analysis is based on a survey of opinions on the challenges and strategies of the oil majors. The survey was conducted between May and August 2007. Interviews were carried out with strategy and economics specialists in the major oil companies as well as some NOCs. Questions were designed to specifically capture the perceptions of different respondents on three key areas, namely: 1) analysis of the oil majors’ challenges, 2) evaluation of the changes in the international energy scene, especially those directly affecting the major oil companies, and 3) assessment of the oil majors’ current and future strategies, 

(3) RESULTS

The oil majors are facing the problem of decreasing discoveries, worsened by the growing difficulty in accessing reserves, and the end of cheap oil era. Their production seems to be struggling to keep up with demand and replacing depleting reserves is proving to be a serious challenge. The oil majors are trying to overcome this challenge by optimising opportunities elsewhere and diversifying their interests. They are going for heavy crude oil, tar sand and deep-water frontiers. 
The rising power of NOCs is not seen as alarming since the state companies need IOCs’ technological and managerial expertise. In contrast, entering into partnership with the NOCs (and other companies) is seen as crucial as it allows risk sharing, using other company’s technological and managerial expertise, managing exposure, facing common challenges and guaranteeing supply and access to markets. 

The rise in populist governments is identified as an additional challenge for the oil majors, especially since the increase in oil prices, which also led to an increase in state take. However, not surprisingly, the state oil companies support their governments and agree that a greater government control is justifiable under current energy conditions. 

The three existing significant changes in the energy arena are recognized as: climate change/environmental issues, oil prices and their volatility, and the increasing demand. However, while the oil majors identify climate change as the major change affecting their strategy, the state oil companies argue that oil price volatility is the main issue that troubles them. 
(4) CONCLUSIONS
The oil majors are struggling to balance out energy demand with supply. The supply side tightened by challenges like: decreasing discoveries, difficult access to resources, rise of NOCs and their populist governments and least by personnel shortages. Furthermore, high demand has significantly contributed to putting upward pressure on oil prices, which also led to escalating costs. Increasing social-environmental responsibilities and difficulties in accessing resources also led to rising costs. The state oil companies, however, find only partnerships and escalating costs challenging. As a result of their populist governments and high oil prices, they are not alarmed by decreasing discoveries, access to resources or increasing social-environmental responsibilities. But, according to the survey results, this can change if oil prices decrease.
In the future, more diversification and partnerships are expected. The oil majors are not disappearing and they will not, at least not in the near and medium term. Their strategies are simply evolving in order to adapt to the various changes affecting the energy environment, turning them more into energy - not just oil - majors. 
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