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ABSTRACT
This independent study paper aimed to recommend the implementation of the
national oil company (NOC) to Thailand. The paper describes the Norwegian,
Malaysian, and Saudi Arabian models. The study base on the documentary analysis.
It was found that the Department of Mineral Fuels (DMF), the Ministry of
Energy, has the power to control the concession and contracts in Thailand. The
petroleum act allows the department to play as an operator and regulator. It causes
conflicts of duties between operators and regulators. In Malaysia, Norway and Saudi
Arabia establish the NOC and legislate laws and characteristics of the national oil
company to prevent this problem.
Recommended Thailand to adopt the national oil company. Thai NOC will
resolve the problems of the conflicts of duties of DMF and developing the well-know
about the Thai petroleum industry. Eventually, there is a recommendation propose to
solve the issues to improve these Petroleum Act.
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Chapter 1
Introduction
1.1 Background and General Statement of the Problems

There are numerous petroleum resources around the world. The powerful nations
have the potential process to utilize their petroleum; some countries establish the National
Oil Companies (NOCs) for operating petroleum.NOCs are the companies with majority
ownership by the government. The companies support government programs and give
fuels to domestic consumers at a discount compared to the international market. NOCs
plays a role in the petroleum industry and often controversial both extractive industry and
sale markets. It serves both commercial and non-commercial goals of a government and
has used as tools of political control. In a historian's background, NOCs were developed
in Austria-Hungary in 1908 for the supply of oil to the private sector. Other countries
followed suit, as oil developed to be an essential strategic commodity. The NOCs models
in new age were developed in Norway, Malaysia, and Saudi Arabia.
The NOCs in the world are established for more decades. There are three primary
models of the NOCs; they are Norway, Saudi Arabia, and Malaysia. First, Norway
establishes the NOCs (Statoil) for operating petroleum resources because their territory
has much petroleum in the North Sea for the developing economic system. The operation
of Statoil called the "Norwegian Model." The Storting (the Norwegian parliament) has a
consensual act to set up the Norwegian State Oil Company in 1972. They legislate the
duties of operation in the Petroleum Act 1996. They have the excellence check and
balance system in their NOCs. They separate the duties between the Ministry of
Petroleum and Energy (MPE), Statoil, and regulators that oversee all petroleum
participants (Norwegian Petroleum Directorate, or NPD). Norwegian government holds
the shares of Statoil stock approximately 67% of Statoil shares1. Second, Malaysia was
the colony of England, and the government aware of Malaysia's dependence on a foreign
oil company. They want to protect their resources from foreigners and found the NOCs
(Petronas). Petronas gives them exclusive rights over Malaysia's petroleum since its
establishment by the Petroleum Act 1974 of Malaysia. The Prime Minister of Malaysia
1
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appoints the CEO of the board of directors. The board of director (BOD) has essential
power, and the NOCs has essential financial and budgetary autonomy2. Third, Saudi
Arabia has a national oil company. Saudi Aramco, the government, own their share 100%
of Saudi Aramco. The company takes responsibilities in the exploration and production
of petroleum in Saudi Arabia; it the world’s largest oil production company. Because the
level of oil reserves is highest, the king of state has considerable power.
Thailand has petroleum resources, both onshore and offshore. Thailand
implements three systems of exploration and production petroleum: concession system,
profit-sharing contract (PSC) system, and service contract (SC) system. The Department
of Mineral Fuels (DMF), Ministry of Energy, has the power to control the concession and
contracts in Thailand. Petroleum Act B.E.2514 (PA) authorizes the DMF topromote
domestic petroleum exploration and production, manage and monitor petroleum
concession awards, exploration, production, storage, transportation, and collecting
petroleum royalty payments.Section 16 of PA This section is the primary duties of the
director-general of DMF and regulates all of the petroleum royalty and has the right to
observe and inspect the contractor and the concessionaire with the government. This role
is legislative in Division 7 "Royalty" of PA, and the vital section is section 100 Octiens
allows the department to play as an operator and regulator. It causes conflicts of interest
and conflict of power between the operator and regulator because they are lousy check
and balance system. The major countries' models reduce twice types of problems by
introducing the national oil company. Thailand should establish the NOCs for operation
and collecting petroleum royalty and separate the role of regulation with The Department
of Mineral Fuels.
In conclusion, this paper aims to study whether Thailand should adopt the NOCs
and what is, the model should be learned and focus on the establishment, capital, owner
structure, objective, and supervision from several countries for adopting the appropriate
model in Thailand. Thai NOCs will resolve the problems of the conflicts of interest,
increasing the facility for operating the petroleum resources, and developing the wellknow about the petroleum industry.

2
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1.2 Hypothesis of the Study
In Thailand, the Department of Mineral Fuels (DMF) plays a role in both operator
and regulator. That is the clause of the conflict of interest, Thailand should adopt the
national oil company as the operator for petroleum exploration and production and make
the sui generis law for establishing the Thai NOC and set the structure of Thai NOC to
separate the power with the Department of Mineral Fuels.

1.3 Objective of the Study
1.3.1 To study the general development, concept, theories, and principles of
NOC.
1.3.2 To study and analyze the NOCs law in foreign countries.
1.3.3 To analyze the problems of adoption NOC in Thailand.
1.3.4 To recommend the NOCs law to Thailand.

1.4 Scope of the Study

This research paper is focused on studying in using and setting up the National
Oil Companies (NOCs) in Thailand. The information and document research from the
Petroleum Act 1996 of Norway, the Petroleum Development Act 1974 of Malaysia and
the Articles of Incorporation of Saudi Arabian Oil Company 1988 of Saudi Arabia to
study how to use NOCs and operation the NOCs of these countries which will be
comparing the model of these NOCs. Study the rules and regulations of Norway (Statoil),
Malaysia (Petronas), and Saudi Arabia (Saudi Aramco).

1.5 Research Methodology

The methodology of this study is the data collecting methods as collect the
documentary research, academic writing, journal, article, and law code, which concern
both domestic and foreign databases and data analysis.

4

1.6 The expectation of the Study
1.6.1 To understand the general development, concept, theories, and principles of
using the NOCs for Thailand.
1.6.2 To know and identify the different definitions, characteristics, and
regulations of NOC.
1.6.3 To understand the problems of using NOC law and establish of NOC in
Thailand.
1.6.4 To obtain the NOC law in Thailand.

5

Chapter 2
The Development of Legal Principles of National Oil
Companies
In this chapter, that explains the development of legal principles of national oil
companies (NOCs). Including the definition, characteristics, development concepts, and
law models of national oil companies from Malaysia, Norway, and Saudi Arabia.
Moreover, study the national oil company in these countries.

2.1 Definition and the Importance of National Oil Companies
National Oil Companies (NOCs) are the state oil and gas companies’ majority
ownership by the government. NOCs have exclusive to control of oil production. The
companies support government programs and provide petroleum to domestic consumers
at a discount compared to the international market. NOCs plays an essential role in the
petroleum industry, and often controversial both extractive industry and sale markets. It
serves both commercial and non-commercial goals of the state and used as the tools of
political control.
NOC is defining as the oil company that has significant shares owned by its
government. Its mission works for the benefit of the country. The mission of NOC has
been allowed strategic investor as co-owner and service outsourcing, access to their
country's petroleum resource. The government owns and manages the supply chain of
petroleum in the country from exploration, production, refinery, and wholesale. NOCs
have various forms most have upstream (exploration and production) and downstream
(refinery and wholesale). Examples of NOCs include Petronas, Statoil, and Saudi
Aramco.3
It controls approximately ninety percent of the world's oil reserves and seventyfive percent of exploration and production petroleum, as well as many of the significant
oil and gas infrastructure systems. National oil companies have privileged and power

3
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from the petroleum act for entering the reserves, such as to grow up the economy, and the
consistency of petroleum markets.4
The petroleum policies of their government proceed in the development and
economy goal, national oil companies (NOCS) are using in the various objects. NOCs
often as a primary tool for combination with their petroleum policy to develop the
economy, control oil and gas price, the petroleum resource security, prevent the
international sanction. Whatever the national oil company is the establishment for making
the value of the petroleum resource and toward the benefit and profit to generate social
welfare. In other countries, national oil company makes the low price of oil and gas for
selling in their country. Making and develop the infrastructure system in the home
country because the petroleum sector has a high value and high benefit.
In my opinion, national oil companies are their own state companies. The
established goal is an operation of the petroleum resource of their countries, and the
significant objection is prepared toward the global oil market for competition in this
sector. And then they develop this national oil company for making the value creation in
their country. Using the profit to make the social welfare and infrastructure, that is the
non-commercial goal.

2.2 Characteristics of National Oil Companies
National oil companies (NOCs) are the state company. Their parent government
holds significant shares. NOCs operate the business both upstream and downstream; an
example of NOCs includes Petronas, Statoil, and Saudi Aramco.
The character of NOCs is working toward the benefit and interest of their country;
the company pays its revenues, petroleum taxes, and royalties to their country. The
government drives these benefits to develop the economy. Often, national oil companies
undertake political responsibilities include providing social welfare in their country,
constructing the infrastructure, roads, school, and play the role of political tools. NOCs
operated like a private company, and their parent government owns the company.
National oil companies have the state shareholder maximization model alone.
NOCs are majority shareholders by their parent government, the value of the company in
the significant and the state use the company for competition in the international oil and
4
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gas market. NOCS from more developed countries, Statoil in Norway, and Petronas in
Malaysia, and the companies are under pressure to making the fund flow for development
and increasing the national treasuries.5

2.3 Development Concept and Background of National Oil Companies
The background NOCs, NOCs state own companies that are owned and controlled
by their parent government (state-owned companies). National oil companies play an
influential role; it makes the conflict of duties in many states because their power is over
control from the government. The first national oil company is established in 1908 in
Austria-Hungary for oil suppling. The state owns the national oil company and operation
by state. Other countries follow the model of Austria-Hungary and develop the oil sector
to develop their economy.
In World War I, oil became the most significant energy source. The almost NOCs
in Europe are colonial the other countries for beneficial of petroleum resources. Norway
establishes the NOCs (Statoil) for operating petroleum resources because their territory has
much petroleum in the North Sea for the developing economic system that set up the
Norwegian State Oil Company in 1972.
The importance of evolving the national oil company after World War II, every
country adopted the national plan about the petroleum resource because it is the most
needed resources. They develop and control petroleum resources; it the beginning of the
concept to establish the national oil company worldwide.6
The general development concept of the national oil company has three
significant concepts, energy security and political policy, economic development, and
conflict of interest.

2.3.1 Energy Security and Political Policy
The concept of energy security and political policy of national oil
companies, energy security in Venezuela. Venezuela tries to sell oil with other markets
without the United States of America (USA). They want to reduce the economy of the
5
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USA because they are the economic influence. Venezuela develops the international oil
market for various customers; that is a complicated strategy because the USA and
Venezuela have a long relationship between importer and exporter. In the past, the USA
gives the technology of oil exploration and production to Venezuela.
In other cases, the energy security concept has the supply security; oil
supply means the exclusive right or ownership of oil and gas. The government can use
the national oil company as the tools of political policy; they develop the relationship
between national oil companies and national oil companies. Make the alliance and
increase the political relation between states; petroleum is the most significant
commodity resource of the world.
For example, Venezuela promises economic aid in the Bolivarian
Revolution. They want to increase the democracy to threat in Bolivia. Venezuela uses its
national oil company to play a political role.7

2.3.2 Economic Development
The concept of economic development of national oil companies, the
government uses national oil companies in the process for the development of their
economy. Often the petroleum sector is the tool for the state opening its market to the
world economy. Maybe it is the first concept to develop international investment and
international law about the contract and property. The economic development makes the
technological transfer to the border. The establishment of the national oil company is
almost set in the national economic plans to develop the country.8
NOCs are the tools for distribution the oil wealth in the nation because they
can make the oil subsidies to give society and make the social welfare about the oil price.
Reducing the oil price to their population, save the con of transportation, and protect the
effect from the swing oil price of the world petroleum prices.9

7
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8
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2.3.3 Conflict of Interest
A national oil company is implemented petroleum policy and regulator. In
other countries, the government department and government agent use the NOC to
perform these functions. It has the opportunity to begin the conflict of interest situation.
It is complicated to play a role in the petroleum sector; the policy-maker
should legislate the petroleum policy in the precise meaning of the duties of the national
oil company. Make the preventative of the conflict of interest; other countries establish
the national oil companies to separate the operator and regulator roles. The conflict of
interest situation is a significant problem in the petroleum sector, depending on the nature
of each country. 10

2.4 The Three Main Model Laws of NOCs
2.4.1 Malaysian Model of NOC
At the beginning of the petroleum industry in Malaysia, the king of Sarawak
awarded the first petroleum license for exploration of the petroleum resources in Sarawak
to Anglo-Saxon oil company in 1909. That is the first license in Malaysia.
In 1962, the offshore oil field founded in Malaysia, which is the first
development of the oil industry in the offshore field. The government signed a petroleum
agreement with a foreign company for the operation of these oil fields. Malaysia aware of
the growth of the petroleum industry in Malaysia; they operate the oil companies under
the concession system. In this system, the government has a lower control of the oil
companies, and the benefit of these concessions are small royalties.11
The trend is changing; the government creates the state petroleum company
and legislates the petroleum policy. They make the right over the petroleum resources in
Malaysia; the government owns all of the petroleum by the oil policy. In 1974, the
government established the national oil company, that government owns the company
and operates the oil industry. Petronas has the characteristic under the Companies act
1965, the Petroleum development act passed by the Malaysian parliament. The act gives
Petronas has the exclusive right to own and control all of the petroleum resources in
Malaysia.
10
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Rohaizat Bin Baharun, An Investigation of Performance and productivity In

Petroleum Retailing In Malaysia, Thesis, p.29-36.

10

2.4.2 Norwegian Model of NOC
Norway declares the sovereignty of the Norwegian continental shelf (NCS)
in 1963. The petroleum act gives the exclusive right that the state owns the land in
Norway, the government can give the concession for petroleum exploration and
production to the oil company. Norway has the license group system; the first license is
awarded on 13 April 1965. The first oil field of Norway found in 1967. Norway
established its national oil company in 1972, Statoil is the state own company, and the
company operates the exploration and production petroleum system in Norway. Statoil
merged the Norsk Hydro (Norwegian private oil company) in 2017.12
Norway has the highest petroleum resources in Europe, the oil and gas
industry are the 20 percent of Norwegian GDP (gross domestic product). Nowadays,
Norway finds out the alternative energy for consuming, such as wave, wind, and solar.
Moreover, the Statoil is investing in the other country and exploration the new energy to
save the world and reduce the pollution of making the energy. 13

2.4.3 Saudi Arabian Model of NOC
The petroleum industry in Saudi Arabia starting in 1933, Saudi Arabia
awarded the 60-year concession to Standard Oil Company of California (SoCal) for
exploration oil and gas in Saudi Arabia. SoCal merges the American oil company and
renames to Californian-Arabian Standard Oil Company (Casoc) in 1936.
Casoc company rename to Arabian American Oil Company (Aramco) in
1947. The establishment of the Organization of Petroleum Exporting Countries (OPEC)
in 1960 makes Saudi Arabia more strength in the world oil market. After that, the
government starts the plan for the processing of nationalizing the Aramco company to the
national oil company. Saudi Arabia buys the share of Aramco company; they hold of all
property in 1980. Aramco renames to an Arabian national oil company (Saudi Aramco).14
Saudi Aramco operates all of the petroleum activities from the oil American
company; the government has the non-commercial object; they use the profit from the

12
13
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petroleum sector to develop the infrastructure in Saudi Arabia. The oil reserves of Saudi
Arabia are highest in the world; the country has a lot of crude oil fields.15

2.5 Petroleum Industry in Thailand
In the original Petroleum Act (PA) of Thailand, the petroleum act legislates a
concession system based on the Consideration Bases and nine Ministerial Regulations in
1971. Thailand has only used the concession system in the Petroleum sector before now.

2.5.1 Conflict of Interest between Operator and Regulator
In 2017, amendments to the Petroleum Act B.E. 2514 was promulgated by
the National Legislative Assembly (NLA) on 30 March 2017 as PA (No. 7) and PITA
(No. 7). They were published in the Government Gazette on 22 June 2017 and came into
effect on 23 June 2017. These acts established two new contractual regimes for
exploration and production under Thai law: the production sharing contract (PSC) and the
service contract (SC).
Revising Section 23 of the petroleum act, adding Division 3/1, the
production sharing contracts allowing the government to use such contracts, adding
Division 3/2 the service contracts allowing the government to use such contracts, and
authorizing the Ministry of Energy to set the rules and procedures for each contract
regime.16Thailand implements three systems of exploration and production petroleum:
concession system, profit-sharing contract (PSC) system, and service contract (SC)
system in the New Amendment of the Petroleum Act (No.7) B.E.2560.
The Petroleum Act B.E.2514(1971) authorizes the Department of
Mineral(DMF), Ministry of Energy has the power to control the concession and contracts
in Thailand. The petroleum act is promoted and petroleum exploration and production,
manage and monitor petroleum concessions, storage, transportation, and selling, and
collecting royalty payments and any other benefits. The law allows the department to
play as an operator and regulator. It causes conflicts of interest and conflict of power
between the operator and regulator because it is lack of check and balance system. The
major countries' models reduce twice types of problems by introducing NOC. Thailand
15
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should establish the NOCs for operation the concessions and any other benefits and
separate the role of regulation with the Department of Mineral Fuels.
In the Petroleum Act, the roles of operator and regulator of The Department
of Mineral Fuels (DMF) legislate in Section 16. This section is about the primary duties
of the director-general of DMF is one of the committees in Petroleum committee under
Section 22/1 of PA as follows:
(1) to extend the term of a concession.
(2) to approve the determination of a production area.
(3) to permit an extension of the period for commencing the production.
(4) to assign other persons to undertake the remedy and protection of the
dirt arising from the operation of petroleum business on behalf of or jointly with a
concessionaire.
(5) to approve the working plan and estimated cost of demolition of
buildings, materials, equipment, and facilities, or to assign other persons to undertake the
demolition on behalf of or jointly with a concessionaire17.
The Department of Mineral Fuels (DMF) regulates all of the petroleum
royalty and has the right to observe and inspect the contractor and the concessionaire with
the government. This role is legislated in Division 7 "Royalty" of PA, and the critical
section is section 100 Octiens as follow:
"In the case of necessity to collect the individual remuneration under this
chapter, the Director-General shall have the power to issue a written order instructing a
competent official to search, inspect or confiscate accounts, documents, or any other
evidence related to revenue or expenditure on petroleum business operation.18”
On the above, the Petroleum Act gives power and duties to the DMF as two
role play that the operator and regulator. It is a problem of conflict of duties. The
Petroleum act legislates the new two systems of the petroleum exploration and production
as production sharing contract (PSC) and the service contract (SC)
Thailand implements three systems of exploration and production
petroleum: concession system, profit-sharing contract (PSC) system, and service contract
(SC) system in the New Amendment of the Petroleum Act (No.7) B.E.2560. About these
systems, the operation of concession is the problem. Thailand should set the National Oil

17
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Company for the operator the concession separates the duties form the Department of
Mineral; the department must be the regulator.
The Department of Mineral Fuels (DMF), has the power to control the
concession and contracts in Thailand. The Petroleum Act B.E.2514 (1971) authorizes the
Department of Mineral Fuels topromote and manage and monitor petroleum concession,
exploration, transportation, and selling and collecting petroleum royalty. The law allows
the department to play as an operator and regulator. It causes conflicts of interest and
conflict of power between operators and regulators because it is a bad check and balance
system.

2.5.2 The Petroleum Authority of Thailand (PTT)
The concept for the establishment of a national oil company in Thailand,
after the oil price crisis in 1970. The government has the plan to establish a national oil
company to control the foreign oil refinery in Thailand. In 1978, General Kriangsak
Chomanan had the order to establish the Petroleum Authority of Thailand (PTT), PTT
characteristics like the private company and manage by states.
PTT has to operate the concession of the oil refinery and petroleum
exploration and production with foreign companies. The Ministry of Energy (MOE) has
to monitor the performance of the state-own company.
In 2001, PTT listed in the stock exchange of Thailand. The Ministry of
Finance (MOF) holds the share of PTT 67.1 percent. The structure of the board of
directors (BOD). BOD has 15 members and almost a member of the government
department.19
Nowadays, PTT is a monopoly in all of the petroleum activities in Thailand.
Moreover, the function of PTT is a commercial enterprise. In the part of contract and
concession. PTT is the party between the government in petroleum production and
exploration in Thailand. PPT is not the operator like the general National Oil Company.
They do not have the right over the petroleum resources, and they are petroleum
distributor companies. However, PTT makes many benefits to the government, as royalty
of the petroleum fee of wholesale and distributor in Thailand. So that PTT in not be the
National Oil Company in the present, but they are the monopoly enterprise of the

19
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petroleum business sector in Thailand, and they have the potential for competition with
the foreign company.
PTT has subsidiary companies, PTT Global Chemical Public Company
Limited (PTTGC), the company operate the oil refinery and petrochemical for PTT
group. Second, PTT Exploration and Production Public Company Limited (PTTEP), the
company operating the petroleum exploration and production based in Thailand20.PTTGC
and PTTEP are listed on the Stock Exchange of Thailand (SET), and PTT Public
Company Limited is the major shareholder of both.
PTTEP appropriate to play in the role of operator of the concession of
petroleum exploration and production in Thailand and separate the duties from the
Department of Mineral Fuels (DMF), for the barrier of the conflict of duties is the
problem matter of this paper study.

2.6 Conclusion
In conclusion, the major countries’ models reduce twice types of problems by
introducing NOCs. Thailand should establish the NOCs for operation the collecting
petroleum royalty payments and any other benefits and separate the role of regulation
with The Department of Mineral Fuels.
Thai national oil company will resolve the problems of the conflicts of interest,
increasing the facility for operating the petroleum resources and developing the wellknow about the petroleum industry. Moreover, Thai NOC must set the limits of power for
adoption in Thailand. If not set limitation, this NOC will is having an influence and out of
control on the excellent achievement from the set goal. On the other hand, If the
government more controls the NOC, that national oil company will be the rack of
developing and be effected on the economy.
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Chapter 3
The National Oil Company Law of Other Countries
This chapter describes the national oil company law, definition of NOC, the
characteristic, the role of NOC, and the advantage and disadvantages. In three models of
national oil companies, Malaysia, Norway, and Saudi Arabia.

3.1 Malaysia
3.1.1 Malaysian National Oil Companies Law
In 1974, the Malaysian parliament passed the first petroleum act, the
Petroleum Development Act 1974 (PDA). PDA gives the exclusive right to be ownership
over the petroleum resources. Petronas has the function of negotiating with oil companies
and governments.21
The PDA grant incorporated the state oil company, and the name of the
national oil company is Petroleum Nasional Berhad (Petronas). Petronas is a public
limited company, the state's own company in Malaysia.22
The PDA is regulating the petroleum industries. Petronas primarily regulate
upstream petroleum activities in Malaysia. It derives its powers from the Petroleum
Development Act 1974. A division exercises all functions of petroleum activities relating
to the regulation of upstream oil and gas activities in Malaysia within Petronas. They
award the license to the oil companies to explore, develop, and produce oil and gas
onshore and offshore in Malaysia through production-sharing contracts (PSCs) with
Petronas.
The PDA stipulates that all services for upstream petroleum operations in
Malaysia can supply companies that are licensed by Petronas. In Division 3 "The
Corporation" as section 3(1) of the Petroleum Development Act 1974 legislate the name of
Malaysian National Oil Companies provide that:
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“Section 22 of the Companies Act 1965, relating to the names of companies,
the company shall be styled as the Petroleum Nasional Berhad or in short form
Petronas.23”
From the above, this section set the name of Malaysian National Oil
Company, and Petronas set under the section 22 of Companies Act 1965, the structure is
same the usual company in Malaysia24.
Section 3(2) of the Petroleum Development Act 1974 legislate the right of
control and supervision of the National Oil Company provided that:
“The Corporation shall be subject to the control and direction of the Prime
Minister who may, from time to time, issue such direction as he may deem fit.”
This section explains the right to control the National Oil Company is control
by the Prime Minister in the present time.
The Petroleum Development Act, 1974 of Malaysia, legislate the NOC
establishments asSections 2(1) and 3A(1)state that Petronas has ownership and exclusive
rights of the oil and gas resource in Malaysia, that is the powers and privileges on
upstream activities
Section 2(1) The entire ownership in, and the exclusive rights, powers,
liberties, and privileges of exploring, exploiting, winning, and obtaining petroleum,
whether onshore or offshore of Malaysia shall be vested in a Corporation to be
incorporated under the Companies.
In Section 5 of PDA 1974 is set the advisory council for advice the Prime
Minister about the petroleum matter provides that:
“(1) There shall be established a Council to be known as the National
Petroleum Advisory Council consisting of such persons, including those from the
relevant States as the Prime Minister may appoint.
(2) It shall be the duty of the National Petroleum Advisory Council to
advise the Prime Minister on national policy, interests, and matters about petroleum,
petroleum industries, energy resources, and their utilization.25”
This section set the National Petroleum Advisory Council for advice
petroleum matter to Prime Minister in section 5(1) and set the duties of National
Petroleum Advisory Council in section 5(2).
23
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As above, the ownership of the petroleum assets, Petronas, awards the
license to IOCs to explore and produce oil and gas in Malaysia through production
sharing contracts between IOC and PCSB.
The Prime Minister has the power to set the regulation for solving the
problem by section 7, "Power to make regulations" of Petroleum Development Act 1974
is provided that:
“The Prime Minister may make regulations to carry into effect the
provisions of this Act and, without prejudice to the generality of the preceding, such
regulations may, in particular, provide for
(a) the conduct of or the carrying on of
(i) any business or service relating to the exploration,

exploitation,

winning or obtaining of petroleum;
(ii) any business involving the manufacture and supply of equipment
used in the petroleum industry;
(iii) downstream activities and development relating to petroleum;
(b) the marketing and distribution of petroleum and its products;
(c) penalties in the form of a fine not exceeding one hundred thousand
ringgit or Imprisonment not exceeding five years or both for breach of any of the
regulations and non-compliance with any term or condition of any license, permission or
approval is sued or granted under regulations;
(d) the forfeiture of anything used or intended to use in the commission of
any such breach or non-compliance.26”
From the above section, The Petroleum Development Act is also giving the
power
To Prime Minister to regulate the petroleum matter of Petronas.
Petronas is the regulator for upstream petroleum operations in Malaysia. In
petroleum operations through its governance, approval, and audit processes. Its
participation in the management committee of each production sharing contract.

3.1.2 Definition of Malaysian National Oil Companies
Malaysia was the colony of England, and the government aware of the
dependence of Malaysia on the foreign oil company. They want to protect their resources
from foreigners and found the NOCs (Petronas). The Malaysian government is aware of
26
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the growth of the Malaysian petroleum industry. Malaysia had been operating under the
concession system.27
In Division 3 "The Corporation" as section 3(1) of the Petroleum
Development Act 1974 legislate the name of Malaysian National Oil Company provide
that:
“Notwithstanding section 22 of the Companies Act 1965,relating to the
names of companies, the company shall be styled as the Petroleum Nasional Berhad
(Petronas).28”
From the above, this section set the name of Malaysian National Oil
Company, and Petronas set under the section 22 of Companies Act 1965, the structure is
same the usual company in Malaysia29.
The petroleum and energy industry is Malaysia’s economic growth,
Petronas has grown to be an international oil and gas company with business interests in
other countries. The company makes the Petronas Group, which is involved in various oil
and gas-based activities. Petronas is the most influential and mainly state-owned national
oil and gas companies from countries outside the Organisation for Economic Cooperation and Development (OECD).
The group is engaged in a fullspectrum of petroleum activities, including
exploration and production of oil and gas to downstream of petroleum products; trading;
gas processing and liquefaction; gas pipeline operations; marketing of liquefied natural
gas; petroleum manufacturing and marketing; shipping; automotive engineering; and
property investment.
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3.1.3 Characteristics of Malaysian National Oil Companies
Petronas is the Public Company Limited and establishes under the
Petroleum Development Act 1974, and the structure set to follow section 22 of
Companies Act 1965 of Malaysia. Petronas is holding the company that they hold shares
of its subsidiary company. Petronas CrigaliSdn Bhd. (PCSB), the operating arm of
Petronas Company Limited in the upstream.30
Before the PDA gives force, oil companies were granted the right to
explore, develop, and produce petroleum through concession agreements between the oil
companies and the individual state governments in Malaysia. After 1974, the investors
were able to obtain the right to explore for, develop and produce petroleum in Malaysia
through production sharing contracts and risk service contracts (RSCs) with Petronas, and
alliance agreements and services contracts with Petronas CrigaliSdn Bhd.
Petronas awards the PSCs and RSCs to oil companies. The production
sharing contracts give the contractor the right to exploration, development, and
production of onshore and offshore fields. In contrast, the risk service contractsare for the
development and production of small marginal fields.In the early days of the risk service
contracts, IOCs awarded risk service contracts. However, in recent years the trend
appears to be that risk service contracts awarded to Vestigo Petroleum, which is a whollyowned subsidiary of Petronas CrigaliSdn Bhd.
The alliance agreement and services contract models are typically for blocks
where Petronas CrigaliSdn Bhd. is the production sharing contractor. Petronas CrigaliSdn
Bhd. They enter into the alliance agreements or services contracts with oil services
companies for the development and production of the oil fields. Examples of these
models include the alliance agreement entered between Halliburton and Petronas
CrigaliSdn Bhd. for the development of the Bayan field; and the offshore services
agreement between Schlumberger and Petronas CrigaliSdn Bhd. for providing services
related to the enhancement of recovery of reserves at the Semarang field.31
The direct payments the government takes from the oil and gas produced in
Malaysia are royalty payments, petroleum tax, and export duty. The contractors pay
royalties from the available production volume to the state and governments. Ten percent
30
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of production volume is deducted by the company at source and paid to the federal
government. The federal government then distributes half of the 10% royalty payment to
the relevant state governments.
The Special Rights to National Companies, Petronas awards upstream
licenses to IOCs through PSCs entered with Petronas. As a matter of policy, the IOC must
enter into the production sharing contract with Petronas CrigaliSdn Bhd.
Peninsular Malaysia has one of the most extensive natural gas pipeline
networks in Asia. All the companies that own and operate the gas delivery system in
Malaysia are subsidiaries of Petronas. The Peninsular Gas Utilisation (PGU) system is
owned and operated by PSBC.
The characteristic of Petronas, the company, want to be the multinational oil
and gas company. They want to develop international business, Petronas has the duties of
the regulator in upstream activities. The Malaysian prime minister is the chairman of the
company. Petronas holds the share of their four subsidiary companies in the stock
exchange market of Malaysia, the company not listed in the stock market, and they are
holding company.

The Table of the structure of State ownership
NOC

Year

Type

Listings

Incorporation
Petronas

1974

Public

Petronas Holding

Limited

is not listed, but

Government

State ownership

Control %

function

100.00

The Ministry of

Company 5 of its subsidiaries

Finance
.

are listed on the
Malaysia Bursa (The
Malaysian Stock
Exchange Market )

Source:

https://www.Petronas.com/

3.1.4 Role of National Oil Companies in Malaysia
The investors who obtain an upstream license in Malaysia have to express
their interest to the petroleum resources formally. Malaysia Petroleum Management
(MPM) regulated and governed upstream oil and gas activities, MPM is also responsible
for marketing and promoting Malaysian exploration activities.
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In order to register their interest, an investor must first submit its company
profile together with its latest audited financial statement to Petronas. Malaysia
Petroleum Management will screen the investors based on their submissions, and those
who pass the screening process will invite for a data review session. A technical summary
of the focus blocks will be sent together with the invitation. Those invited must first sign
a confidentiality agreement with Petronas before the data review session. During the
review session, only information on the offered blocks will be made available.
Once crude oil is discovered in a commercial quantity in any part of an
exploration area under a production sharing contract, the area automatically becomes a
development area. No separate approval is required to convert the area from an
exploration area to a development area. The contractor has to then submit a field
development plan and an area development plan before the expiry of the exploration
period. The development area automatically converts to a production area upon the first
commercial production of crude oil.
The exploration and production periods under a PSC stipulated in the PSC.
The periods extended subject to Petronas’s approval. The contractor has to apply for the
extension from Petronas. There is no provision for the automatic extension under the
PSC. The minimum work commitment to be completed during the exploration period is
based on the contractor's proposal in its tender for the block as agreed with Petronas.
Petronas owns all the assets in the contract area, and all the dataacquired
with the contract area. The contractors prohibited from removing or transmitting the data
from Malaysia without Petronas’ prior written approval. Subject to the terms of the
production sharing contract, the contractors may recover the costs of procuring the assets
from its cost oil and cost gas.
The contractors are entitled to market, lift, and export their portion of the
cost oil and profit oil. However, contractors may only sell their share of the cost gas and
profit gas together with Petronas on a joint-dedicated basis. They are not permitted to sell
natural gas on any other basis. Typically, the contractors will sell their gas to Petronas,
who will then sell the gas to a third-party purchaser, or the contractors and Petronas will
jointly enter into a gas sale agreement as sellers with a purchaser. 32
The contractors obliged during the term of PSC to abandon all petroleum
facilities that have been approved by Petronas. They must also contribute to an
32
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abandonment cess, which used to fund the abandonment operations under the PSC. The
abandonment cess payments have cost recoverable, and a deductible expense under the
Petroleum (Income Tax) (Deduction of Abandonment Expenditure) Rules 1997. The
contractors have to conduct the abandonment by an abandonment work program and
budget that has been approved by Petronas, the production sharing contract, and "good,
modern and prudent international practice." They are not obliged to undertake the
abandonment of any upstream facility after the expiry or termination of the production
sharing contract. Production sharing contract provides that the contractors will be liable
for any damages, claims, costs, or expenses arising out of the abandonment operations,
which are caused by the wilful misconduct of the contractors.33
The instrument of transfer is an assignment agreement in the form of a deed
of assignment. To be entered between the contractor and the purchaser. Petronas must
approve the terms of a deed of an assignment before signing by the parties. Under
Malaysian law, for the assignment to be legally binding, the assignor must notify the
other parties to the production sharing contract under a written notice of assignment. The
terms of the joint operating agreement novation agreement must be agreed with the other
parties to the joint operating agreement and approved by Petronas before execution.
The terms of a downstream marketing and distribution permit are the
products that the licensee is permitted to sell in Malaysia. For lubricants and retail
petroleum stations, the permit will expressly state the brand name of the product. The
permit will usually be granted for three years and will state on the face of the permit the
date of expiry. The licensee is required to apply for a renewal of the permit at least three
months before its expiry.
Manufacturing licenses are typically evergreen and are location specific. It
will state the type of products to be refined or manufactured at the refinery or plant. It
will also include a condition that any change in control in the license holder will require
MITI’s prior written approval.

33

Chambers & Partners, at http://www.chambersandpartners.com/asia/firm/3035/

skrine, (last visited 4 April 2019).

23
3.1.5 The Advantage and Disadvantage of the National Oil Companies in
Malaysia
Advantage
Petronas is open the world oil market to Malaysia; the economy of Malaysia
is more grown-up from the benefit of the petroleum sector. Petronas go to invest in the
aboard of Malaysia, they get the technology and know-how from other countries.
The Malaysian national oil company Petronas into our analysis because it
is a national oil company servingas a model for several other national oil companies.
Another reason for having chosen it is that the company is a specialist in the field ofdeepwater oil and gas exploration and production. In the future, these capabilities might
become a significant competitive advantage for the firm as recent new oil provinces
located in the deep waters of seas and oceans.

Disadvantage
The revenues from the petroleum sector are not available to develop the
infrastructure in the country because they use the revenues to reinvest in the petroleum
sector again. They focus on the invest in petroleum for the future.
The petroleum sector has much damage to the environment in Malaysia. That hard to
control the damage. The most damage has come from petroleum activities, both upstream
and downstream activities.

3.2 Norway
3.2.1 Norwegian National Oil Companies Law
The government's primary concern for the future of its petroleum industry
was that it would benefit all of Norwegian society. The means to achieve this was proper
resource management. It is a White Paper from the Parliamentary Committee. In
particular, Commandments article 1, 4, 7, and 8reflect the desire for a comprehensive and
controlled approach to oil policy:
1.

Federal supervision and control must ensure for all operations on the

Norwegian continental shelf (NCS).
4.

The development of an oil industry must take necessary account of

existing industrial activities and the protection of nature and the environment.
7.

The state must become involved at all appropriate levels and contribute

to the coordination of Norwegian interests in Norway’s petroleum industry as well as the
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creation of an integrated oil community, which sets its sights both nationally and
internationally.
8.

A state oil company will establish, which can look after the

government's commercial interests and pursue appropriate collaboration with domestic
and foreign oil interests.
These founding principles remain relevant today and are reflected in the
Petroleum Act1996 s1-2.34
The ability to exercise this control derives from the Law of the Sea
Convention, Articles 77(1) and 77(2)(UNCLOS). This international convention grants the
state ownership of its sub-sea resources located on its continental shelf and the exclusive
right to exploit these resources. The system that developed in Norway must be seen in
connection with this fundamental state ownership. The ‘exclusive right’ means the state
must grant express permission to any outside entity wishing to exploit its sub-sea
resources and can impose any conditions it sees fit on the grant of this right. That is the
legal underpinning of Norwegian oil policy. The Petroleum Act 1996(PA) is the central
act to set the duties of own state corporation, State oil company, has the right under the
PA 1996 in the provision of the state limited companies.
The primary source of current Norwegian petroleum legislation must be
outlined at the outset. The Petroleum Act 199635Regulates the significant stages of
petroleum activities and establishes a framework for state management of petroleum
resources. Section 1-1 reflects Art 77(1) UNCLOS. Is provide that:
“The Norwegian State has the proprietary right to subsea petroleum deposits
and the exclusive right to resource management.36”
It vests the property rights to sub-sea resources located on the NCS in the
Norwegian state. In section 1-2, the first paragraph reflects Art 77(2) UNCLOS. It states
that resource management is exercised by The King and decisions of the Norwegian
Parliament. The King, in this context, means The Cabinet. According to powers, the state
established its legal framework to exploit petroleum resources and regulate the companies
conducting petroleum activities on the NCS. The Ministry of Petroleum and Energy
34
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(MPE), referred to as 'The Ministry' under the Petroleum Act 1996,the MPE that
administers the license system.
The Norwegian state implemented a concessionary system whereby foreign
oil companies must apply for a license to exploit petroleum on the NCS. The companies
own the petroleum they produce, but the state controls how this is done.
This license system ensured that the government-maintained oversight and
control at each critical stage of petroleum activities. That was emphasized in
Parliamentary Report No. 25 by the Ministry of Industry, stating that the organization of
petroleum activities must 'provide Norwegian authorities with full control of all stages in
operation: exploration, production, processing, export, and marketing'37. No major
petroleum activities could be conducted without prior government approval. That is
explicit under the Petroleum Act Section 1- 3
“None other than the State may conduct petroleum activities without the
licenses, approvals, and consents required under this Act. Provisions otherwise in the Act
and regulations issued under the Act shall apply to such activities insofar as they are
appropriate.38”
A separate license is required for exploration activities, production activities
and produced petroleum39. MPE stipulates the terms of each license, and additional
approvals may be required for other significant activities.
The MPE selects a group of suitable companies to create a licensed group
for each license it grants. That is another feature of Norwegian oil policy: the state
considered it better resource management to have several oil companies conducting oil
activities rather than one company acting alone. Because of these individual applications,
the MPE organizes the license group. The licensees are chosen because of financial
strength and experience in petroleum operations. In the early years, the Ministry would
also consider whether the applicant would be contributing to the Norwegian economy.
Petroleum is producing jointly, but each licensee owns its proportionate share of
produced petroleum. This process ensured government discretion over who and how
37
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activities were conducted. The NOC would participate in co-operation with foreign oil
companies but did not need to apply for a license itself.
The decision of the Norwegian Parliament established Statoil. This entity
directly participated as a fully operational oil company in every license group from the
third licensing round in 1974.
The three main objectives for direct state participation (DSP):
1.

Revenue: securing the highest possible share of the earnings from oil,

excluding tax and royalties.
2.

Government control: ensuring more direct control of operations than is

possible through the license system alone.
3.

Know-how: to learn as much as possible about the oil industry through

active cooperation with private companies.

These aims are clear from the government papers debating the establishment
of Statoil, stating that DSP would 'beside the opportunity for more significant economic
revenues, secure direct state influence in the activities, at the same time as being able to
develop more comprehensive Norwegian know-how'40
The ‘Norwegian model’ of DSP included a 100% state-owned NOC and two
independent legal entities to regulate this company: The MPE and the Norwegian
Petroleum Directorate (NPD).
The king from the section is mean the Norwegian Parliament. They can extend
a suitable provision for state activities. The section 11-2 Management Company of the
Petroleum Act 1996 gives the right to set the state's own company to participate in the license
of petroleum activities.
In the above section are set the duty of the state-own company, the company
shall separate the revenue accounts, and expense accounts about the relating to the
participating interests. Paragraph 4 said about the funds for operating the state own company.
Section 11-3 of the Petroleum Act said about the State’s responsibility for the
company that has the liability of obligation, and the bankruptcy act cannot be against the
state's own company.
“The State is directly liable for any obligations incurred by the company by
contract or otherwise. Claims against the State shall be made to the company.
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Bankruptcy and debt settlement proceedings, according to Act of 8 June 1984
No.58 relating to debt settlement proceedings and bankruptcy (The Bankruptcy Act), cannot
be instituted against the company.41”
The state-own company cannot raise loan without the consent of the parliament
under the Section 11-4 Raising of loans etc. of Petroleum Act 1996 provide that:
“The company cannot raise loans or provide security without the consent of the
Storting (Parliament)42.”
Section 11-5 of Petroleum Act 1996 set the structure of state-own company
ensues the Act of 13 June 1997 No. 45 relating to limited companies (the Companies Act)
including the provision of State limited company43.
The section 11-6, 11-7, and 11-8 of the Petroleum Act 1996 set the duties and
privileges of the Board of Directors of Stat own company.
The BOD of the state-own company shall submit the matter of the operation of
the company to the General Assembly. Moreover, the provision about the annual report and
the annual account is set in section 11-8 of the Petroleum Act 1996.44
Statoil is Norway's NOC. When created in 1972, it was as an ordinary jointstock company under Norwegian company law45, but with all the shares held by the
Norwegian state37. Thus, Statoil's legal status was somewhat unclear at this stage, being a
business enterprise, but with complete state ownership, which implied a social purpose.
This national purpose was to uphold the government's commercial interests
in license groups. Statoil was thus an instrument of the Norwegian state, but unlike most
state-run entities, it was structured as a relatively autonomous company. The directors
held the primary responsibility for fulfilling Statoil's commercial mandate. They were
given a significant degree of freedom from the government in making these commercial
decisions. Furthermore, Statoil's fortune was formally separated from the state treasury
41
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because it was governed by Norwegian company law. Thus it did not need the state's
permission to use its own money46. It paid taxes, as other oil companies did, and the state
earned money through dividends as a company shareholder. Thus Statoil was mainly a
commercial enterprise but acted primarily in the state's interest rather than its private
interests.

Statoil's legal status has been reformed considerably since its creation.
These reforms were designed to reflect the state's changing objectives for its NOC.
Furthermore, to ensure the company continued to function efficiently. This legal reform
is a crucial part of the Norwegian Model for DSP.
Statoil was granted significant privileges during the early years. That
enabled the state to build a reliable and competent NOC and rapidly achieve its objectives
for DSP. These privileges were a 50% participatory interest in each license group, the
carried interest. These privileges helped to maximize the government revenue from and
control in each license group.
How the state-controlled Statoil during the early years made an essential
contribution to the government achieving its objectives for DSP. In the process of
creating a NOC, the government emphasized the need to ensure adequate control over its
policies and actions47. White paper no. One hundred thirteen to the Storting (1972) stated
in this regard ‘the Ministry of Industry will underline that the authorities will at all times
have control over the companies activities since the state as a 100% owner will have the
full instruction right under the rules of the law on public shareholding companies'.
Several state entities controlled Statoil; the NPD, MPE, the government, and
parliament. Each entity had a separate function to prevent a conflict of interest arising
that could undermine state control over Statoil. The legal framework for political control
aimed to ensure that the new state-owned oil company functioned for the benefit of
Norwegian society as opposed to its private interests. The methods for controlling Statoil
consisted of oversight, reporting, and accountability requirements.
Legal requirements and institutional checks ensured the integrity of the
information submitted by Statoil to the authorities. Firstly, all licensees operating on the
NCS were required to submit large amounts of information to the Ministry. Since the
46
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company in the license group had to submit information. The acted as a check on the
reporting of other companies within the same license group. Secondly, the Minister had
rights as an observer in the meetings of the management committee of each joint venture.
The MPE could also draw on the independent expertise of the NPD. These checks could
be used to verify the information supplied by Statoil and were intended to ensure that it
would not conduct its policy or steer the MPE48.
A NOC is tied to national interests, but what is in the ‘national interest’ for a
developing country may differ from that of a developed country. It could be more
appropriate for a NOC to pursue non-commercial functions where government
institutions fail to fulfill their welfare duties. That would appear to accommodate a
broader range of needs and benefit a more considerable section of the population than a
limited commercial mandate.

3.2.2 Definition of Norwegian National Oil Companies
The state's objectives for DSP were to increase revenue, know-how, and
control. In the following sections, the contribution that Statoil made to these goals will be
described.
DSP significantly contributed to state revenue. That was the revenue
received from royalties and taxation of the oil companies in a joint venture. The
optimized state government takes by mandating further privileges for Statoil. The 'sliding
scale' provision was introduced in the fourth licensing round in 1979. If a field was
deemed commercial, Statoil reserved the right to increase its participating interest by
85%, depending on the size of the field. Also, Statoil’s exploration costs were ‘carried’
during the exploration phase, reducing capital investment during this uncertain phase of
activities49.
DSP was at the center of the government's strategy to 'steer' petroleum
activities in the national interest. It was the primary tool of direct control over Norwegian
resources. The presence of Statoil in each license group secured government influence at
each critical phase during exploration, development, and production. The 50%
participatory interest gave Statoil a significant degree of influence in each management
committee of each joint venture and a veto-right over decisions. That effectively gave the
48
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state a controlling interest in virtually every producing field covered under licenses
awarded after 197350. That enabled the authorities on the NCS.
Norway developed a hands-on technical and managerial experience of oil
operations. In doing so, it generated expertise that could be used to strengthen its position
against international oil companies. Norway was able to overcome the information
asymmetries between oil companies and government authorities. As a result, the balance
of power turned in favor of the Norwegian state. The knock-on effect was an ability to
negotiate more favorable conditions for the state because it knew the real value of its
resource base. It could, for example, demand more stringent and favorable terms and
higher tax rates over time, to a large extent as a result of the learning process of a fully
operational NOC.
In addition to increasing revenue, control, and know-how, the state oil
company was also involved in the ‘Norwegianisation’ process. This policy objective was
based on a desire to build up a robust domestic industry with both oil companies and
suppliers. This objective became another means of using petroleum activities.
Norwegianisation consists of three elements:
1.

Increased equity shares and operator responsibilities for the three

Norwegian oil companies: Statoil, Norsk Hydro and Saga
2.

Increased use of Norwegian goods and services in petroleum activities

3.

Norwegian industrial development

This process was primarily implemented through regulations and conditions
attached to licenses. However, Statoil also played an important role. It was, as a
Norwegian company, both a part of the Norwegianisation process itself and helped to
implement the use of local content51.Firstly, Statoil and the two other Norwegian oil
companies Hydro (51%state-owned) and Saga (private) were singled out for special
treatment. This preference was clear from the privileges granted to Statoil and the
appointment of Norwegian oil companies in license groups and the position of the
operator, the most influential position in a joint venture. In the third license round,
Norwegian companies were appointed operators in eight of the twelve licenses (four to
Statoil). Secondly, designating the role of the operator to Statoil increased the use of
Norwegian goods and services. Statoil, as the operator, had the corresponding
50
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responsibilities for procurement, enabling the state to direct the use of Norwegian as
opposed to the international industry. This Norwegianisation process was an indirect and
broader means of benefiting the Norwegian society through petroleum activities.
These four primary outcomes show that DSP furthered the Norwegian
state's objectives for its petroleum sector. That, in turn, indicates that it is desirable to
make the system work in other countries rich in natural resources.

3.2.3 Characteristics of Norwegian National Oil Companies
Statoil is the public limited company, and they listed in the stock exchange
market of Norway and America that the major shareholder of Statoil is the Norwegian
government.The Petroleum Act 1996(PA) is the central act to set the duties of own state
corporation, State oil company, has the right under the PA 1996, and the structure follows
the Norwegian Companies Act in the provision of the state limited companies.
The characteristic of Statoil, the major shareholder of the company, is the
Norwegian government, approximately 67 percent, and the Norwegian provident fund 3
percent. The remainder 30 percent of shares listed in New York stock exchange market.
The objective of Statoil, they want to create wealth for the Norwegians.
This administrative structure has several advantages. Firstly, it avoids any
conflict of interest in the petroleum sector between the regulator and the commercial
entity. Each function entails a different set of interests, which may conflict in certain
situations. The regulator must consider the long-term interests of the population as a
whole, while the commercial entity focuses on maximizing profits. If the same institution
were responsible for both roles, the drive to increase profit could compromise the need to
regulate specific actions that generate profit but harm broader interests. Maximizing the
revenue of an NOC should not be at the expense of other essential interests. In the
Norwegian context, the main non-commercial interests are protecting the environment,
other industries such as fishing, and the principle of extraction at a moderate tempo.
These interests need to be balanced with the profit motive.Thus the regulator and the
policymakers must be formally separated into two entities, distinct from the commercial
objectives of the NOC.
Separating responsibilities into three distinct entities also enables each role
to be performed more effectively. Firstly, the government and the MPE can maintain a
much higher degree of control over Statoil. Where a NOC performs both the regulatory
and commercial functions, it can quickly grow to become a compelling entity,
undermining government influence over its actions. In the Norwegian system, the
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government always maintained the full right of instruction through the Cabinet, the MPE,
and NPD. Secondly, it also improves the commercial role of the NOC. Where the NOC
carries out both commercial and regulatory functions, that can undermine the relationship
of the NOC and IOCs and thereby the state's commercial interests. The NPD emphasizes
its objectivity in regulating petroleum activities to reassure the IOCs that this is done
neutrally. In contrast to Statoil, the NPD can perform this task without bias to Norwegian
commercial interests and acts as a 'faithful guardian of the public interest.' Thus the
separation of functions model also improves the standard to which each function is
carried out.
Separating functions also had the advantage of focusing Statoil more clearly
on the state’s business interests. That contrasts with other NOCs, which often have
pressure to perform on-commercially. Statoil's more specific function helped it to focus
on its fundamental purpose and to avoid becoming embroiled in politics52.
Statoil was governed by legal norms that ensured its decisions were
transparent, and public sector agencies were accountable for their actions. That prevented
corruption and fostered good practice within the petroleum sector. There was a clear set
of internal regulations for Statoil and the other entities, such as the reporting requirements
discussed above and laws that limited and clarified the powers of each entity. The legal
system in Norway was able to enforce transparency and accountability and thereby
upheld these principles. This instilled confidence in the sector from IOCs. For example,
licensees could appeal decisions of government agencies, reassuring the foreign
companies that they would not be unfairly treated, despite the presence of Norwegian
commercial interests in joint ventures. In addition to the legal norms, Norway had an
existing tradition of transparency, openness, and integrity in its civil service. The result of
the transparent system, the Norwegianhasbeen free from corruption, and the licensees and
authorities can cooperate effectively.
The Table of the structure of State ownership
NOC

Year

Type

Listings

Incorporation
Statoil

1972

Joint-stock

Norway and USA

Government

State ownership

Control %

function

70.00

Government 70

Stock Exchange

Source:
52
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3.2.4 Role of National Oil Companies in Norway
The system is structured hierarchically. The Norwegian Parliament (The
Storting) makes the main decisions and sets the fundamental principles. The government
has the overall responsibility to see to it that these principles are followed. The MPE is
the delegated government department with a specific responsibility to regulate activities
on the NCS. The NPD is subordinate to the MPE and regulates the activities on the NCS,
while Statoil, like the other oil companies, is subject to the decisions of both the NPD and
MPE.
The overarching function of Statoil, the NPD, and the MPE are to ensure
useful resource management of petroleum activities. Their relationship to one another
was structured in law to enhance this purpose. The key roles were separated between
these three, independent, legal entities in what is known as a tripartite system. The MPE
has the primary policy-making function; the NPD is responsible for regulating the oil
companies, that prevented overlap of responsibilities and conflicts of interest between these
critical functions.

The MPE is central to the legal and administrative system for resource
management on the NCS. It took over responsibility for the sector from the Ministry of
Industry in 1978. That ensured that the necessary considerations in petroleum activities
were safeguarded by a separate sector ministry dedicated to these activities. It works with
the political leadership to plan the development of the sector and does the preparatory
work before the Cabinet granting production licenses. All other significant licenses and
approvals are issued directly by the MPE under the Petroleum Act 199653. Thus, while
the ultimate legislative and executive power rests with the state, the central governing
functions rest with the MPE.
The NPD was established simultaneously with Statoil in 1972 as a separate
government entity. It was made responsible for technical and regulatory supervision and
guidance in the petroleum sector. It compiles data, collects fees. It is subordinate to the
MPE and, while the MPE has overall responsibility for resource management, the NPD
has more day-to-day, technical, and regulatory control. It also handles the more detailed
approvals and consents54.
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This division of commercial, regulatory, and policy functions into three
independent legal entities. This tripartite system is an essential part of the legal
framework for Norwegian DSP. The legal organization and mandate of the authorities
responsible for the petroleum sector were designed to maximize state control and to
promote proper resource management. The system is structured hierarchically. The
Norwegian Parliament (The Storting) makes the main decisions and sets the fundamental
principles. The government has the overall responsibility to see to it that these principles
are followed. The MPE is the delegated government department with a specific
responsibility to regulate activities on the NCS. The NPD is subordinate to the MPE.
Statoil, like the other oil companies, is subject to the decisions of both the NPD and the
MPE.
The overarching function of Statoil, the NPD, and the MPE are to ensure
useful resource management of petroleum activities. Their relationship to one another
was structured in law to enhance this purpose. The key roles were separated between
these three, independent, legal entities in what is known as a tripartite system. The MPE
has the primary policy-making function; the NPD is responsible for regulating the oil
companies that prevented overlap of responsibilities and conflicts of interest between
these critical functions.
Statoil's success was dependent on foreign oil companies; they were its
source of know-how and revenue. Thus the success of the Norwegian state's investment
was reliant upon attracting competent and financially stable IOCs to enter into joint
ventures with Statoil. These companies provided the experience necessary for Statoil
itself to become a competent oil company. They also 'carried' Statoil's exploration costs
and made the resource discoveries, which enabled Statoil to produce and generate
revenue for the state. Thus Norway had to ensure it remained an attractive investment
prospect.
Norway had a clear and strict set of transparency laws governing Statoil.
Also, Norway's legal system meant that public institutions could be held accountable for
their actions. These laws helped to prevent corruption within the Norwegian petroleum
sector and enhanced the confidence of those investing in the NCS. Besides, the
Norwegian system of separating functions between government agencies complemented
these transparency rules. It acted as a system of checks and balances, with each separate
institution providing oversight of another. There is little to debate over whether these
rules should be replicated in resource-rich developing countries. The petroleum industry
is frequently marred by 'rent-seeking' behavior because of the wealth involved, and
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developing countries that often have existing problems with corruption are particularly
vulnerable to this. Thus, while the success of any system will ultimately depend on the
integrity and competence of the individuals employed within the framework, laws that
aim to ensure accountability and transparency should always be implemented.

3.2.5 The Advantage and Disadvantage of the National Oil Companies in
Norway
Advantage
According to efficiency rankings above study, the largest privately owned
IOCs are the most efficient companies in terms of revenue per employee and revenue per
unit reserves. At the same time, NOCs tend to efficiency. The technical rankings of
private oil companies were also significantly higher than NOCs. It follows that a private
oil company will tend to generate a higher return on operations. These findings are also
capital than a state oil company of a similar size and reflected in this study, which
suggests that preference for state oil will come at an economical cost. That means that the
government takes from a given resource base could be higher in developing countries if
all oil companies operating on its continental shelf are private enterprises.
In a liberalized sector, the state avoids the costs of establishing and running
oil operations itself and receives a steady and predictable source of income. The current fiscal
policy can be used to maximize the government's share of oil rents. Neutral taxes and tax
incentives can also help stimulate and sustain further petroleum development projects. Tax
deductions mitigate high tax rates and encourage further exploration activities. Focussing on
enforcing well-designed tax laws could be a more appropriate use of public funds in
developing countries. The state could capitalize on the economic efficiency of the private
sector and focus on channelling these reserves into more pressing obligations to its citizenry.

Disadvantage
A liberalized sector requires strong institutional capacity and good
governance for the state to receive the financial benefits of using this model. The
government must be able to formulate and execute an active fiscal policy and enforce its
petroleum regulations. That can be particularly challenging in countries with weak
institutions and little experience of dealing with powerful, multinational oil corporations.
Thus, it may not offer a better solution for developing countries. Private oil companies
generate profit, but unless the government has a fiscal policy and institutions that capture
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an optimum share of this profit, the economic efficiency of private oil companies does
not benefit the country in question.
Thus, as with DSP, for a liberalized petroleum industry to benefit the state,
it requires the strong administrative capacity to regulate the private oil companies,
oversee operations and take a fair value of the produced petroleum. Without this capacity,
the a symmetries between IOC and government are like exploited the detriment of the
wider population.
A liberalized sector also leaves a gap in achieving any broader purpose with a
country's oil industry. Profit-making is only one argument in assessing the appropriate legal
structure for resource extraction and fails to capture the broader purpose of a NOC. The
fundamental reason for state ownership of an oil company is to achieve aspirations that might
not otherwise be attainable through taxation and regulation alone. Without an NOC, the state
loses its 'window to the industry' and the opportunity to achieve more extensive benefits
related to preventing the resource curse.

3.3 Saudi Arabia
3.3.1 Saudi Arabian National Oil Companies Law
The petroleum act of Saudi Arabia, the concession system in the first system
in the petroleum exploration and production. Concession use in 1938 from the founding
first oil filed in Saudi Arabia. The term of this system is separate the profit fifty-fifty
between the state and the international oil company.
The significant change happens in the situation of Saudi Arabia in 1973; the
government has the plan to be the ownership over the petroleum activities both upstream
and downstream. They legislate the oil policy about the national oil company of Saudi
Arabia. Because international oil companies discover many oil fields in Saudi Arabia.
The government think to increase the state revenue from the petroleum industry55.
In the first step, Saudi Arabia wants to participate in the international oil
market. Saudi Arabia is the dominant member to establish the Organization of the
Petroleum Exporting Countries (OPEC). OPEC is increasing the power of Saudi Arabia
in the international oil market; they have been stronger in the oil industry from the past.
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They can negotiate with the foreign oil company; they get more revenue from the
concession system.
After that, Saudi Arabia get high revenue; they want to develop the
petroleum activities in their territories. They have a plan to buy all of the petroleum
activities in Saudi Arabia. The king of Saudi Arabia has the most powerful in all of the
situations in their country. He is the prime minister of the country. King has the order to
legislate the petroleum act from the ministry of petroleum's recommendations. And set
the plan to manage the petroleum resources in Saudi Arabia56.
The articles of incorporation of the company legislate about the
establishment of the national oil company by order of the king. It is the first petroleum act
(PA) about the state's own company57.
In section 1 of the PA give the exclusive right the government owns the
petroleum resource in Saudi Arabia; section 4 gives the right to Saudi Aramco about all
of the petroleum activities in Saudi Arabia and abroad. The capital for the first operation
in the national oil company is legislating in Section 7 of PA, the first capital around 60
billion Riyal.
About the financial of national oil company include the management,
financial tools such as loans, accounting, and debt of company are legislated in Section 7
to Section 10 in the PA. The terms of concession in the petroleum activities, operation by
the Saudi Aramco, and the duties of concessionaire set in Section 24 and the petroleum
royalty and other payment about the concession set in Section 11 of the petroleum act.
Ministry of Petroleum has to regulate all on the financial activities of the
national oil company. The ministry has the right to observe the account of the national oil
company, legislation in Section 28 of the petroleum act. The supervision structure of
Saudi Aramco, the supreme council, has duties to endorse the business plan of the
company, such as investment plan, investment capital. The Supreme Council will send
the plan to the king. The king has the right to consider and enforce these plans. The
supreme council's duties legislate in Section 12 to Section 15 of the petroleum act58.
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The government starts the plan for the processing of nationalizing the
Aramco company to the national oil company. Saudi Arabia buys the share of Aramco
company; they hold of all property in 1980.

3.3.2 Definition of Saudi Arabian National Oil Companies
Saudi Arabia is the principal member to establish the Organization of the
Petroleum Exporting Countries(OPEC). OPEC was increasing the power of Saudi Arabia
in the international oil market; they have been stronger in the oil industry from the past.
They can negotiate with the foreign oil company. Saudi Arabian government start the
plan for the processing of nationalizing the Aramco company to the national oil company.
Saudi Arabia buys the share of Aramco company; they hold of all property in 1980.
Saudi Arabia correctly manages its national oil company; they focus on
creating wealth in the country. They have a lot of subsidies fuel in their oil warehouse.
The number of subsidies fuel in Saudi Arabia is the top of the world. After they own the
Aramco, they get the higher-level revenues more than the past. These benefits are good
for following the government' plan; they use the money to develop the economic goals59.
Fuel subsidies are used in Saudi Arabia, implemented by the royal family;
they are designed to ensure continued support for the royal family and government. On a
broader scheme, they act as a wealth distribution tool, in a country that is heavily reliant
on its fuel wealth, at great expense to the government. Fuel subsidies in Saudi Arabia are
amongst the highest in the world.
The Saudi Arabian oil storage is used for the royal family of the king, which
is the wealth creation tool. They have a lot of oil field that is used in the foreign policy of
the government. Saudi Arabia can negotiate with other countries about the oil price in the
world market. They can increase or decrease the oil prices in the market. They are the big
monopoly in the petroleum sector.60
Aramco company has the structure the same as the public company; they
listed in the stock exchange market of Saudi Arabia. The model of the Saudi Arabian oil
company is successful because the government set the plan to develop the petroleum
sector in the non- commercial, the focus to create wealth in the country. Moreover, they
have a lot of petroleum resource; they can make a high level of oil stock. Its effects on
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Saudi Arabia has the power to negotiate with other countries. Saudi Arabia is a big player
in the oil industry game.

3.3.3 Characteristics of Saudi Arabian National Oil Companies
Saudi Aramco is a public limited company, and they listed in the stock
exchange market in the country.The articles of incorporation the company legislate about
the establishment of the national oil company by order of the king. It is the first
petroleum act (PA) about the state's own company. Saudi Arabia is the dominant member
to establish the Organization of the Petroleum Exporting Countries (OPEC).
Casoc company rename to Arabian American Oil Company (Aramco) in
1947. The establishment of the Organization of Petroleum Exporting Countries (OPEC)
in 1960 makes Saudi Arabia more strength in the world oil market. After that, the
government starts the plan for the processing of nationalizing the Aramco company to the
national oil company. Saudi Arabia buys the share of Aramco company; they hold of all
property in 1980. Aramco renames to an Arabian national oil company (Saudi Aramco),
OPEC is increasing the power of Saudi Arabia in the international oil market. The
supreme petroleum council established in 1973.
Ministry of petroleum informs the policy to the supreme petroleum council.
The council must advise the petroleum policy to the king. The most focus of the advice
from the supreme petroleum council is the economic matter because the government plan
focuses on the developing economy and create wealth to Saudi Arabia.
All the petroleum policy, the king must check and approve the policy before
enforcement in the Saudi Arabian petroleum sector. The first president of Saudi Aramco
ever been the ministry of petroleum. Almost of petroleum policies in Saudi Arabia are
depend on the relationship between the ministry of petroleum and king61.
Ministry of petroleum advice and recommend the petroleum policies to the
king. After the king approves these policies. The petroleum policy is pass through to the
OPEC meeting, OPEC member can inform the opinion and present the result of the
petroleum policy. They use the process because the oil supply of Saudi Arabia is highlevel, and if they legislate the petroleum policy. Some policy can make the effect of oil
price in the world oil market.
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The concession system in the first system in the petroleum exploration and
production. Concession use in 1938 from the founding first oil filed in Saudi Arabia. The
term of this system is to separate the profit fifty-fifty between the state and the
international oil company. After that, Saudi Arabia get high revenue more than the
original concession system; they want to develop the petroleum activities in their
territories.62
The government starts the plan for the processing of nationalizing the
Aramco company to the national oil company. Saudi Arabia buys the share of Aramco
company, they hold of all property in 1980, from the order of Royal decree by the
legislation the articles of incorporation of company legislate about the establishment of
the national oil company.

The Table of the structure of State ownership
NOC

Year

Type

Listings

Incorporation
Saudi

1988

Aramco

Government

State ownership

Control %

function

98.50

Government of

Joint-

Saudi Arabia Stock

stock

Exchange

Saudi Arabia

Listed on 11 Dec

(King)

2019

Source:

https://www.saudiaramco.com/

3.3.4 Role of National Oil Companies in Saudi Arabia
The royal family is the workforce to operate the national oil company of
Saudi Arabia. The king approves the petroleum policies of Saudi Arabia. All the
petroleum policy, the king must check and approve the policy before enforcement in the
Saudi Arabian petroleum sector. The first president of Saudi Aramco ever been the
ministry of petroleum. Almost of petroleum policies in Saudi Arabia are depend on the
relationship between the ministry of petroleum and king. Saudi Arabia buys the share of
Aramco company, they hold of all property in 1980, from the order of Royal decree by
the legislation the articles of incorporation of company legislate about the establishment
of the national oil company. The board of director of Saudi Aramco has 11 members63.
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Saudi Arabia has a business plan to operate the national oil company. The
priority, they focus on the international oil market. They have a plan to list the Saudi
Arabian oil company (Saudi Aramco) in the stock exchange market of Saudi Arabia. The
plan can make Saudi Aramco company be the highest valued company in the world. The
11 members of BOD of Saudi Arabia are from two petroleum specialists in Saudi Arabia
and three foreigners from the expertise of international oil companies in the world, that
almost the American oil companies.
OPEC was increasing the power of Saudi Arabia in the international oil
market; they have been stronger in the oil industry from the past. They can negotiate with
the foreign oil company. Ministry of Petroleum has to regulate all on the financial
activities of the national oil company. The ministry has the right to observe the account of
the national oil company, legislation in Section 28 of the petroleum act. The supervision
structure of Saudi Aramco, the supreme council, has duties to endorse the business plan
of the company, such as investment plan, investment capital. The Supreme Council will
send the plan to the king. The king has the right to consider and enforce these plans.
Saudi Aramco plays in the role of the operator, and the ministry plays a role in the
regulator, but the highest power is the king of Saudi Arabia.
From the achievement to develop the economy in Saudi Arabia. Their
government give the oil revenues to their central bank of Saudi Arabia to invest in the
international low-risk property64.

3.3.5 The Advantage and Disadvantage of the National Oil Companies in
Saudi Arabia

Advantage
In the past, the international oil company, especially the United States of
America, take advantage of the petroleum resources in Saudi Arabia. The concession
system is no fair; Saudi Arabia is the host of petroleum resources, get low revenues in the
oil sector. Now, the government has the plan to be the ownership over the petroleum
activities both upstream and downstream. They legislate the oil policy about the national
oil company of Saudi Arabia.
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Saudi Arabia wants to participate in the international oil market. Saudi
Arabia is the principal member to establish the Organization of the Petroleum Exporting
Countries (OPEC). OPEC was increasing the power of Saudi Arabia in the international
oil market; they have been stronger in the oil industry from the past. They get high
revenue from the concession system65.
Aramco company has the structure the same as the public company; they
listed in the stock exchange market of Saudi Arabia. The model of the Saudi Arabian oil
company is successful because the government set the plan to develop the petroleum
sector in the non- commercial, the focus to create the wealth in the country.

Disadvantage
The national oil company of Saudi Arabia, the government, and the royalty
have the highest power to manage the Saudi Aramco company. The operation may be less
and get the low benefit that is standalone nationalize for operation. The private oil
company maybe has an excellent efficient than Saudi Aramco. On the other hand, if the
power is totally in some people, that makes it easy to solve and make the decision.

3.4 Conclusion
Petronas is open the world oil market to Malaysia; the economy of Malaysia is
more grown-up from the benefit of the petroleum sector. Petronas go to invest in the
aboard of Malaysia, they get the technology and know-how from other countries.
The Malaysian national oil company Petronas into our analysis because it is a
national oil company serving as a model for several other national oil companies.
Another reason for having chosen it is that the company is a specialist in the field of
deep-water oil and gas exploration and production. In the future, these capabilities might
become a significant competitive advantage for the firm as recent new oil provinces
located in the deep waters of seas and oceans.
In conclusion, the Norwegian Model of Direct State Participation (DSP) should be
used in resource-rich developing countries as part of the solution to the resource curse,
but only where there is a genuine attempt to abide by the critical legal features of this
model. The main features include a limited commercial function, transparency
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requirements, separating functions between government entities, and operating in
partnership with foreign oil companies. Furthermore, for the company to remain
productive and efficient, legal reforms must be implemented as circumstances in the oil
sector change. Although this model would be a challenge to replicate in a developing
country, its particular design would help to limit the problems often associated with stateowned companies and capture some of the benefits of the liberalized model. It must,
though, be tailored to the specific needs and political, economic, and cultural realities of
the country in question. Few countries will possess the same initial advantages as Norway
and must make the system work in the context of limited funds, expertise, and weak
institutions. Moreover, to succeed, DSP must also be complemented by proper resource
management at each critical stage in the decision-making chain, from extraction to the
use of revenue.
Saudi Arabia wants to participate in the international oil market. Saudi Arabia is
the dominant member to establish the Organization of the Petroleum Exporting
Countries(OPEC). OPEC was increasing the power of Saudi Arabia in the international
oil market; they have been stronger in the oil industry from the past. They get more
revenue from the concession system. Aramco company has the structure the same as the
public company; they listed in the stock exchange market of Saudi Arabia. The model of
the Saudi Arabian oil company is successful because the government set the plan to
develop the petroleum sector in the non- commercial, the focus to create the wealth in the
country.

Table of Comparing the three NOC of Malaysia, Norway, and Saudi Arabia
Country
Malaysia

Definition

Characteristic

Regulation

Petronas become an oil and

Petronas is the Public

Establish under the

gas multinational to create

Company Limited, that

Petroleum Development

the wealth for Malaysia

is holding the shares of

Act 1974.

its subsidiary company
in Petronas Group.
Norway

Statoil creates the benefit

Statoil is the public

Establish under the

over its petroleum resource

limited company;the

Petroleum Act 1996(PA)

and completion in the oil

major shareholder of

is the central act to set

market

Statoil is the Norwegian

the duties of own state

government.

corporation, State oil
company
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Saudi

Saudi Aramco takes over the

Saudi Aramco listed in

Establish under the

Arabia

US Oil company and

the Saudi Arabian stock

Incorporation of the

counterbalances with the Oil

exchange market. The

Saudi Arabian Oil

Market and a significant

major shareholder is a

Company Act.

member of OPEC.

royal family

Source:
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Chapter 4
Analysis on the Problems of the Using National Oil
Companies for establish of NOC in Thailand
4.1 The Definitions of National Oil Companies
The analyses of national oil company definition in Malaysia, Norway, and Saudi
Arabia. Moreover, every company supports government programs, the NOCs owned by
the state. Thailand has no NOCs for operation the collecting royalty and other benefits.
All models no have the definition of NOCs in the act, but the real definition of the
national oil company is focused on the activity of their company. The act of all models
legislates the duties of the national oil company to operate its petroleum resource.

4.1.1The Definition of Malaysian National Oil Company
The petroleum and energy industry is Malaysia’s economic growth,
Petronas has grown to be an international oil and gas company with business interests in
other countries. The company makes the Petronas Group, which is involved in various oil
and gas-based activities. Petronas is the most influential and mainly state-owned national
oiland gas companies from countries outside the Organisation for Economic Co-operation
and Development.
The group is engaged in a full spectrum of petroleum activities, including
exploration and production of oil and gas to downstream of petroleum products; trading;
gas processing and liquefaction; gas pipeline operations; marketing of liquefied natural
gas; petroleum manufacturing and marketing; shipping; automotive engineering; and
property investment.

4.1.2 The Definition of Norwegian National Oil Company
Norway developed a hands-on technical and managerial experience of oil
operations. In doing so, it generated expertise that could be used to strengthen its position
against international oil companies. Norway was able to overcome the information
asymmetries between oil companies and government authorities. As a result, the balance
of power turned in favor of the Norwegian state. The knock-on effect was an ability to
negotiate more favorable conditions for the state because it knew the real value of its
resource base. It could, for example, demand more stringent and favorable terms and
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higher tax rates over time, to a large extent as a result of the learning process of a fully
operational NOC.
The state's objectives for direct state participation (DSP) were to increase
revenue, know-how, and control. In the following sections, the contribution that Statoil
made to these goals will be described.DSP gave Norway a 'window to the oil industry.'
Through Statoil, Norway developed a hands-on technical and managerial experience of
oil operations. In doing so, it generated expertise that could be used to strengthen its
position against international oil companies. Norway was able to overcome the
information asymmetries between oil companies and government authorities. As a result,
the balance of power turned in favor of the Norwegian state. The knock-on effect was an
ability to negotiate more favorable conditions for the state because it knew the real value
of its resource base. It could, for example, demand more stringent and favorable terms
and higher tax rates over time, to a large extent as a result of the learning process of a
fully operational NOC.

4.1.3 The Definition of Saudi Arabian National Oil Company
Saudi Arabia manages its national oil company in the proper way; they
focus on creating wealth in the country. They have a lot of subsidies fuel in their oil
warehouse. The number of subsidies fuel in Saudi Arabia is the top of the world. After
they own the Aramco, they get the higher-level revenues more than the past. These
benefits are good to follow the government's plan; they use the money to develop the
economic goals.
Fuel subsidies are used in Saudi Arabia, implemented by the royal family;
they are designed to ensure continued support for the royal family and government. On a
broader scheme, they act as a wealth distribution tool, in a country that is heavily reliant
on its fuel wealth, at great expense to the government. Fuel subsidies in Saudi Arabia are
amongst the highest in the world.
The Saudi Arabian oil storage is used for the royal family of the king, which
is the wealth creation tool. They have a lot of oil field that is used in the foreign policy of
the government. Saudi Arabia can negotiate with other countries about the oil price in the
world market. They can increase or decrease the oil prices in the market. They are the big
monopoly in the petroleum sector.
In conclusion, the national oil company in the study paper has the goal to set
the NOC for growing their economy, and they want to have the right over the petroleum
in their territories. Petronas, Statoil, and Saudi Aramco are the successful state oil
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company in the oil market. All of them make economic growth from this petroleum
sector.

4.2 The Characteristics of National Oil Companies
The characteristic of the National Oil Company for adoption in Thailand after the
research of this paper, the three models of Norway, Malaysia, and Saudi Arabia, is
established by law. They do the act and approve this action to set up the NOCs for the
National objective, mostly for develop economic and protection their petroleum resources
and use it for the Nation benefit. These models set from the policy and approved by the
parliament or the most powerful position of each country. All Models, the national oil
companies, are established by the public company limited character.

4.2.1 The Characteristic of Malaysian National Oil Company
Petronas is the Public Company Limited and establishes under the
Petroleum Development Act 1974, and the structure set to follow section 22 of
Companies Act 1965 of Malaysia. Petronas is holding the company that they hold shares
of its subsidiary company. Petronas CrigaliSdn Bhd. (PCSB), the operating arm of
Petronas Company Limited in the upstream.
Petroleum Development Acts of Malaysia coming into force, oil companies
were granted the right to explore, develop, and produce petroleum through concession
agreements between the oil companies and the individual state governments in Malaysia.
After 1974, private investors were able to obtain the right to explore for, develop, and
produce petroleum in Malaysia through production-sharing contracts (PSCs) and risk
service contracts (RSCs) with Petronas. Petronas awards the PSCs and RSCs to oil
companies. The production-sharing contracts give the contractor the right to exploration,
development, and production of onshore and offshore fields. In contrast, the risk service
contracts are for the development and production of small marginal fields. Petronas
introduced the RSC framework. In the early days of the risk service contracts, IOCs were
awarded risk service contracts.
Petronas owns all the production-sharing contract data and assets and uses
the approval mechanism under the production-sharing contract and the Work Program
and Budget (WPB) to monitor and control the expenditure incurred by the Contractors for
the petroleum operations. The direct payments the government takes from the oil and gas
produced in Malaysia are royalty payments, petroleum tax, and export duty. The
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Contractors pay royalties from the available production volume to the state and federal
governments.
The characteristic of Petronas, the company, want to be the multinational oil
and gas company. They want to develop international business. Petronas has the duties of
a regulator in upstream activities. The Malaysian prime minister is the chairman of the
company. Petronas holds the share of their four subsidiary companies in the stock
exchange market of Malaysia, the company not listed in the stock market, and they are
holding company.

4.2.2 The Characteristic of Norwegian National Oil Company
In Norway, Statoil is the public limited company, and they listed in the
stock exchange market of Norway and America that the major shareholder of Statoil is
the Norwegian government.The Petroleum Act 1996(PA) is the central act to set the
duties of own state corporation, State oil company, has the right under the PA 1996.
Statoil is the public limited company, and they listed in the stock exchange market of
Norway and America that the major shareholder of Statoil is the Norwegian government.
The Petroleum Act 1996(PA) is the central act to set the duties of own state corporation,
State oil company, has the right under the PA 1996, and the structure follows the
Norwegian Companies Act in the provision of the state limited companies.
The MPE (Ministry of Petroleum and Energy) is central to the legal and
administrative system for resource management. It ensured that the necessary
considerations in petroleum activities were safeguarded by a separate sector ministry
dedicated to these activities. It works with the political leadership to plan the
development of the sector and does the preparatory work before the Cabinet granting
production licenses. All other significant licenses and approvals are issued directly by
the MPE, according to the Petroleum Act 1996. Thus, while the ultimate legislative and
executive power rests with the state, the central governing functions rest with the MPE.
The NPD (Norwegian Petroleum Directorate) was established simultaneously
with Statoil in 1972 as a separate government entity. It was made responsible for
technical and regulatory supervision and guidance in the sector. It compiles data and
collects fees. It is subordinate to the MPE and, while the MPE has overall responsibility
for resource management, the NPD has more day-to-day, technical, and regulatory
control. It also handles the more detailed approvals and consents.
This administrative structure has several advantages. Firstly, it avoids any
conflict of interest in the petroleum sector between the regulator and the commercial
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entity. Each function entails a different set of interests, which may conflict in certain
situations. The regulator must consider the long-term interests of the population as a
whole, while the commercial entity focuses on maximizing profits. If the same institution
were responsible for both roles, the drive to increase profit could compromise the need to
regulate specific actions that generate profit but harm broader interests. Maximizing the
revenue of an NOC should not be at the expense of other essential interests. In the
Norwegian context, the main non-commercial interests are protecting the environment,
other industries such as fishing, and the principle of extraction at a moderate tempo.
These interests need to be balanced with the profit motive.Thus the regulator and the
policymakers must be formally separated into two entities, distinct from the commercial
objectives of the NOC.
Separating responsibilities into three distinct entities also enables each role
to be performed more effectively. Firstly, the government and the MPE can maintain a
much higher degree of control over Statoil. Where a NOC performs both the regulatory
and commercial functions, it can quickly grow to become a compelling entity,
undermining government influence over its actions. In the Norwegian system, the
government always maintained the full right of instruction through the Cabinet, the MPE,
and NPD. Secondly, it also improves the commercial role of the NOC. Where the NOC
carries out both commercial and regulatory functions, that can undermine the relationship
of the NOC and IOCs and thereby the state's commercial interests. The NPD emphasizes
its objectivity in regulating petroleum activities to reassure the IOCs that this is done
neutrally. In contrast to Statoil, the NPD can perform this task without bias to Norwegian
commercial interests and acts as a 'faithful guardian of the public interest.' Thus the
separation of functions model also improves the standard to which each function is
carried out.

4.2.3 The Characteristic of Saudi Arabian National Oil Company
Saudi Aramco is a public limited company, and they listed in the stock
exchange market in the country.The articles of incorporation company legislate about the
establishment of a national oil company by order of the king. It is the first petroleum act
(PA) about the state's own company. Saudi Arabia is the dominant member to establish
the Organization of the Petroleum Exporting Countries(OPEC).
Casoc company rename to Arabian American Oil Company (Aramco) in
1947. The establishment of the Organization of Petroleum Exporting Countries (OPEC)
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in 1960 makes Saudi Arabia more strength in the world oil market. After that, the
government starts the plan for the processing of nationalizing the Aramco company to the
national oil company. Saudi Arabia buys the share of Aramco company; they hold of all
property in 1980. Aramco renames to an Arabian national oil company (Saudi Aramco),
OPEC is increasing the power of Saudi Arabia in the international oil market. The
supreme petroleum council established in 1973.
Ministry of petroleum informs the policy to the supreme petroleum council.
The council has to advise the petroleum policy to the king. The most focus of the advice
from the supreme petroleum council is the economic matter because the government plan
focuses on the developed economy and creates wealth in Saudi Arabia.
All the petroleum policy, the king must check and approve the policy before
enforcement in the Saudi Arabian petroleum sector. The first president of Saudi Aramco
ever been the ministry of petroleum. Almost of petroleum policies in Saudi Arabia are
depend on the relationship between the ministry of petroleum and king.
In conclusion, Statoil of Norway and Saudi Aramco are the public limited
companies and listed in the stock exchange market for capitalization and improve their
company. Both have the government be the major shareholder. Moreover, Petronas of
Malaysia is the public limited company, but they no joint in the stock exchange market.
They hold the share of the subsidiaries company in the Petronas group.

4.3 Regulation of National Oil Company
The analyses of regulation of the national oil companies, Malaysia, Norway, and
Saudi Arabia. All models set the duties of the national oil companies for operation the
petroleum resource in their petroleum act. Legislate the right and the responsibility of
NOC in the concession of the oil field.

4.3.1 The Regulation of Malaysia National Oil Company
Petroleum Development Act 1974 (PDA). PDA gives the exclusive right to
be ownership over the petroleum resources. Petronas has the function of negotiating with
oil companies and governments.The PDA grant incorporated the state oil company, and
the name of the national oil company is Petroleum Nasional Berhad (Petronas). Petronas
is a public limited company, the state's own company in Malaysia.
The PDA isregulating the petroleum industries. Petronas primarily regulate
upstream petroleum activities in Malaysia. It derives its powers from the Petroleum
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Development Act 1974. A division exercises all functions of petroleum activities relating
to the regulation of upstream oil and gas activities in Malaysia within Petronas. They
award the license to the oil companies to explore, develop, and produce oil and gas
onshore and offshore in Malaysia through production-sharing contracts (PSCs) with
Petronas.
The PDA stipulates that all services for upstream petroleum operations in
Malaysia can supply companies that are licensed by Petronas. In Division 3 "The
Corporation" as section 3(1) of the Petroleum Development Act 1974 legislate the name of
Malaysian National Oil Companies provide that:
“Section 22 of the Companies Act 1965,relating to the names of companies,
the company shall be styled as the Petroleum Nasional Berhad or in short form Petronas.”
From the above, this section sets the name of Malaysian National Oil
Company and Petronas set under section 22 of Companies Act 1965; the structure is the
same as the usual company in Malaysia. The Prime Minister has the power to set the
regulation for solving the problem by section 7,Prime Minister, to regulate the petroleum
matter of Petronas.
Petronas owns all the assets in the contract area, and all the dataacquired
with the contract area. The contractors prohibited from removing or transmitting the data
from Malaysia without Petronas’ prior written approval. Subject to the terms of the
production sharing contract, the contractors may recover the costs of procuring the assets
from its cost oil and cost gas.

4.3.2 The Regulation of Norwegian National Oil Company
The Petroleum Act 1996 (PA) is the central act to set the duties of own state
corporation, State oil company, has the right under the PA 1996. The significant stages of
petroleum activities and establishes a framework for state management of petroleum
resources, section 1-1 reflects of PA.
The Norwegian state implemented a concessionary system whereby foreign
oil companies must apply for a license to exploit petroleum on the NCS. The companies
own the petroleum they produce, but the state controls how this is done. This license
system ensured that the government-maintained oversight and control at each critical
stage of petroleum activities. That was emphasized in Parliamentary Report No. 25 by the
Ministry of Industry, stating that the organization of petroleum activities must 'provide
Norwegian authorities with full control of all stages in operation: exploration, production,
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processing, export, and marketing. No major petroleum activities could be conducted
without prior government approval. That is explicit under the Petroleum Act Section 1- 3
The Norwegian Parliament. They can extend a suitable provision for state
activities. The section 11-2 Management Company of the Petroleum Act 1996 gives the right
to set the state's own company to participate in the license of petroleum activities and set the
duty of the state-own company, the company shall separate the revenue accounts, and
expense accounts about the relating to the participating interests.
Several state entities controlled Statoil; the NPD, MPE, the government, and
parliament. Each entity had a separate function to prevent a conflict of interest arising
that could undermine state control over Statoil. The legal framework for political control
aimed to ensure that the methods for controlling Statoil consisted of oversight, reporting,
and accountability requirements.

4.3.3 The Regulation of Saudi Arabian National Oil Company
Saudi Arabia wants to develop petroleum activities in their territories. They
have a plan to buy all of the petroleum activities in Saudi Arabia. The king of Saudi
Arabia has the most powerful in all of the situations in their country. He is the prime
minister of the country. King has the order to legislate the petroleum act from the
ministry of petroleum's recommendations. Moreover, it set the plan to manage the
petroleum resources in Saudi Arabia.
The articles of incorporation of the company legislate about the
establishment of a national oil company by order of the king. It is the first petroleum act
(PA) about the state's own company.
In section 1 of the PA give the exclusive right the government owns the
petroleum resource in Saudi Arabia; section 4 gives the right to Saudi Aramco about all
of the petroleum activities in Saudi Arabia and abroad. The capital for the first operation
in the national oil company is legislating in Section 7 of PA, the first capital around 60
billion Riyal.
The royal family is the workforce to operate the national oil company of
Saudi Arabia. The king approves the petroleum policies of Saudi Arabia. All the
petroleum policy, the king must check and approve the policy before enforcement in the
Saudi Arabian petroleum sector. The first president of Saudi Aramco ever been the
ministry of petroleum. Almost of petroleum policies in Saudi Arabia are depend on the
relationship between the ministry of petroleum and king.
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4.4 Conclusion
In conclusion, the national oil company in the study paper has the goal to set the
NOC for growing their economy, and they want to have the right over the petroleum in
their territories. Petronas, Statoil, and Saudi Aramco are the successful state oil company
in the oil market. All of them make economic growth from this petroleum sector. Statoil
of Norway and Saudi Aramco are the public limited companies and listed in the stock
exchange market for capitalization and improve their company. Both have the
government be the major shareholder.
Moreover, Petronas of Malaysia is the public limited company, but they no joint
in the stock exchange market. They hold the share of the subsidiaries company in the
Petronas group. Petronas establish from the petroleum development act 1974 of Malaysia.
That act gives the name of NOC and the duties for operation of this state company.
Statoil establishes under the Petroleum Act 1996 of Norway. That act allows establishing
the state company limited to joint in the petroleum concession and set the duties of
operation in this act. However, Statoil begins from the merge with other Norwegian oil
company in Norway. Saudi Aramco establishes under the order of the king of Saudi
Arabia. It is the central act to set the duties of its state corporation. Furthermore, they take
over the American oil company, the concessionaire of the petroleum filed in Saudi
Arabia. Finally, the state is own the company and rename to Saudi Aramco.
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Chapter 5
Conclusion and Recommendations
5.1 Conclusion
In conclusion, Thailand has petroleum resources, both onshore and offshore, that
have no NOCs for operation the petroleum activities. Thailand has the Department of
Mineral Fuels (DMF) for operation the petroleum resource in our country, the significant
duties of them extend the term of a concession. Approve the determination of a
production area and collecting the petroleum royalty to our state that their duties are
complicated the power. The Department of Mineral Fuels plays two roles in operation
and regulator; we will separate his power of DMF because if he plays in the operator, but
he has been the regulator. The check and balance are weak and easily to corruption the
benefit in the petroleum sector.
The Petroleum Act B.E.2514 (1971) authorizes the Department of Mineral(DMF),
Ministry of Energy has the power to control the concession and contracts in Thailand.
The petroleum act is promoted and accelerate domestic petroleum exploration and
production, manage and monitor petroleum concession awards, exploration, production,
and collecting petroleum royalty payments. The law allows the department to play as an
operator and regulator. It causes conflicts of duties between the operator and regulator.
The major countries' models reduce twice types of problems by introducing NOC.
In the Petroleum Act, the roles of operator and regulator of The Department of
Mineral Fuels (DMF) legislate in Section 22/1 of petroleum act66 This section is about the
primary duties of DMF
The department regulates all of the petroleum royalty. It has the right to observe
and inspect the contractor and the concessionaire with the government, legislated in
Division 7, "Royalty" of PA. The critical section is section 100 Octiens67.The Petroleum
Act gives the duties to the DMF as two role play that the operator and regulator, this is
the problem of conflict of duties.
The three models of Malaysia, Norway, and Saudi Arabia in this research paper
are analyzed. Each model has the ownership structure of its national oil companies for
66

Sections 22/1Thai Petroleum Act, B.E.2514 (1971), Law code

67

Section 100 Octiens Thai Petroleum Act, B.E.2514 (1971), Law code.
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avoiding the conflict of regulator and operator. Furthermore, this research has the
information and the explanation and the origin of each NOC. The main difference
between the NOC models.
The National Oil company model for Thailand, the model is appropriate for
establishing the NOC in Thailand. Two models, Norwegian model, and the Saudi Arabian
model, Malaysia is not appropriate because of Malaysia Petroleum Development Act
legislates the right over petroleum resource is own by the Petronas, which is the exclusive
privilege from the petroleum act. Moreover, this act set the name of the national oil
company and set other duties for this company. Petronas was setting up from the
particular law. The Petroleum Development Act of Malaysia is the same as the national
oil company act, this way to set the NOC is not appropriate for Thailand because the act
is hard to the regime the law for this model and hard to adapt to the model to Thailand.
Nevertheless, the model of Malaysia is hard to say about the first check and
balance because his structure of the Petronas Company and his petroleum act give a lot of
the privilege to this company because Petronas has power in Malaysia and the most
regulation system is handle by Petronas. The Prime Minister has the power to set the
regulation for solving the problem.
Saudi Arabia and Norway models are appropriate for Thailand because the
Norwegian model is right. This model has a good structure and more appropriate for
Thailand. In Norway, the government and Norwegian people have a low corruption rate
and structure of Statoil, the Norwegian National oil company. They have proper checks
and balances and separate the power of the operator and regulator.
Moreover, they have high technology and research to create the well-know for
operation. In the regulation side, the government of Norway set the department office for
regulating the Statoil. Statoil is ownership by the Norwegian government and the
significant profits from the petroleum sector are used for developing the country and
manage profit in the government fund and return to make the facility, health care, and
education for Norwegian people.
The Petroleum Act 1996 of Norway is allowed to establish the state's own
company and the duties of the commercial, the importance. This act gives the right to set
the state's own company to take the petroleum concession in Norway and set the duty for
responsibility and duty of report to the other state department or the supervision.
Furthermore, the final reason, the beginning of the Statoil, is not set from the act, this act
only set the duties of NOC and right to set the state company to take the concession. In
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the past, Statoil comes from the buying share and take over the other oil company in
Norway and merge to Statoil.
The main features include a limited commercial function, transparency
requirements, separating functions between government entities, and operating in
partnership with foreign oil companies. Furthermore, for the company to remain
productive and efficient, legal reforms must be implemented as circumstances in the oil
sector change.
Although this model would be a challenge to replicate in a developing country, its
particular design would help to limit the problems often associated with state-owned
companies and capture some of the benefits of a liberalized model. It must, though, be
tailored to the specific needs and political, economic, and cultural realities of the country
in question. Few countries will possess the same initial advantages as Norway and must
make the system work in the context of limited funds, expertise, and weak institutions.
Moreover, to succeed, DSP must also be complemented by proper resource management
at each critical stage in the decision-making chain, from extraction to the use of revenue.
Saudi Arabia's model is to set Saudi Aramco, the Saudi Arabian national oil
company, for operation and regulation the petroleum resource in their territory. The
model is appropriate for Thailand because the establishment of Saudi Aramco is looking
like the Statoil of Norway. The Saudi Arabia government is legislating the Royal decree
by the king to set the Saudi Aramco. This decree ordered the government to buy a share
of the international oil company, US. Company in Saudi Arabia, and finally, the
government takes over this company 100% shares, and Saudi Aramco controls the
concession system because they are the licenser and concessionaire, the perpetual
concession. Moreover, the Petroleum act is set the duty for responsibility and duty of
operation.
Furthermore, the Petroleum act is set the duty for responsibility and duty of
operation. Saudi Arabia is a big monopoly petroleum country.This country has a
significant resource of petroleum, and the King has the right of petroleum owners.
However, Saudi Aramco company, the National Oil Company of Saudi Arabia, will be
the highest valued company in the world in the future because the company will be listed
in the Stock exchange market. If their plan is a success, the check and balance will be
increase because many companies want to buy their share, and the shareholder will be
helping to manage this enterprise.
On the other hand, Saudi Arabia is a big monopoly petroleum country. The major
economy of Saudi Arabia is Petroleum exporting, they have the petroleum resource in the
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top tier of the world, and their state is the influence member and founder of OPEC. The
transparency in the company is good, but the Structure of Norway is the best. More
countries in the world want to operate the National Oil Companies same Norway.
Thailand should establish the NOCs for operation the collecting petroleum royalty
payments and any other benefits and separate the role of regulation with The Department
of Mineral Fuels. Moreover, Thailand has the company appropriate to adapt for setting
and reset this corporation to prepare for the National Oil Company. PTT Exploration and
Production Public Company Limited (PTTEP), the company is operating the petroleum
exploration and production based in Thailand.PTTEP is listed on the Stock Exchange of
Thailand (SET), and PTT Public Company Limited is the major shareholder. Thailand
can set the law to adapt this company to the National Oil Company. PTTEP appropriate
to play in the role of operator of the concession of petroleum exploration and production
in Thailand and separate the duties from theDMF, for the barrier of the conflict of duties
Finally, Thailand should adopt the NOCs and set the NOC to separate the power.
The model that should appropriate for adaption in Thailand is the most suitable in
Norway models. Thai NOCs will resolve the problems of the conflicts of interest,
increasing the facility for operating the petroleum resources, and developing the wellknow about the petroleum industry.

5.2 Recommendations
Even the national oil company should be set and used in Thailand for managing
the petroleum resource of our country and resolve the problems about the conflicts of
duties of the facility for operating the petroleum resources and developing the well-know
about the petroleum industry. So from those as mentioned earlier, have recommendations
to solve problems to support the establishment the Thai National Oil Company to
perform and separate the two roles play of the Department of Mineral Fuels (DMF) as
follows;
1. To legislate the new act "Thai National Oil Company Act" and write the
definition of the national oil company in the new act.
According to Thailand, no has national oil company, so it should enact the
new act for the first to establish the NOC in Thailand. It will support the set the national
oil company in Thailand. The name is "Thai National Oil Company Act." to establish the
NOC. The definition of the national oil company is legislated in the precise meaning as
an example: "National Oil Company means the state oil company is operating the
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petroleum resource and petroleum field in Thailand. The objective for operating the
nation benefit from the petroleum sector, such as petroleum concession, profit-sharing
contract (PSC) system, and service contract (SC) and grow the Thai economy." All of the
models establish the NOC to operate their petroleum resources and participate in the
petroleum concession.
However, the definition of the national oil company in the study models are
focused on the activity of their company. All model no legislates the definition of the
national oil company in their petroleum act.
2. To legislate the section about the characteristic of the national oil company in
the Thai National Oil Company Act for setting the characteristic, exclusive duties, and
power of the national oil company. To define the duty and privileges for the Thai NOC
about the term of the concession. Approve the determination of a production area and
collecting the petroleum royalty to our state.
According to the act, it should legislate the characteristic of the national oil
company. In the study, the petroleum act of Malaysia, Norway, and Saudi Arabia permit
their Company act can be adapted to use in the structure of the NOC because all model
set the characteristic of national oil companies to be the public limited company.
Moreover, the "Thai National Oil Company Act" is should reset the of PTT Exploration
and Production Public Company Limited (PTTEP) to the National Oil Company. The act
gives the duties to operate the concession of petroleum resources in Thailand.
Furthermore, it set the structure of the National Oil Company about the Thai government
control of this company. However, the Thai government is the major shareholder of PTT
and PTTEP is the subsidiary of PTT. The government will buy the stock of PTTEP from
the Stock Exchange of Thailand for increases government control in this company.
3. To legislate and rewrite the duties of the national oil company to prevent the
conflict of interest. Set the duties of the national oil company has been the operator in the
Thai National Oil Company Act and decrease the duties of the Department of Mineral
Fuels (DMF) to the one role as a regulator in the section of the Petroleum Act. Legislate
the limited power of the national oil company to prevent the national oil company
monopolize the petroleum sector of Thailand. If not clear legislate about this limitation,
The National Oil Company will out of control and have not good governance. And then,
legislate the full power for observation and regulation duty, give the Department of
Mineral Fuels. This department will be a barrier to regulate the national oil company.
Furthermore, increase the first check and balance for this structure and not have a conflict
of interest. So, it should be added to the law.
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According to the Thai, the National Oil Company Act will separate the duties of
the Department of Mineral Fuels (DMF). It should enact the law for the first to establish
the NOC in Thailand. It will support the separation of the power and duty of the old twice
roles play of DMF. However, the characteristic of each National Oil Companies has the
same goal. They have the objection to set their NOC to manage the petroleum resource
for the highly beneficial and give this revenue from the petroleum sector to develop the
value and quality of their people.
Thailand should establish the NOCs for operation the petroleum activities and any
other benefits and separate the role of regulation with The Department of Mineral Fuels.
Thai NOCs will resolve the problems of the conflicts of interest, increasing the facility
for operating the petroleum resources, and developing the well-know about the petroleum
industry. Furthermore, Thai NOCs must set the limits of power for adoption in Thailand.
If not set the limitation, NOCs will is having an influence and out of control for the
excellent achievement from the set goal. On the other hand, If the government more
controls the NOCs, these NOCs will be the rack of developing and be affected by the
economy.
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