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WE ARE
THE FUTURE!
T
Vlada STRELETSKAYA,
Director of the Russian
National Committee
of the World Petroleum Council

his summer we held a grandiose event in St. Petersburg — the VI Youth Forum
of the World Petroleum Council, better known as the Future Leaders Forum.
We are a dozen of full-time employees of the Russian National Committee of the
WPC, supported by a huge number of people and organisations from around the world
(primarily Russia).
Youth forums are a relatively new format in the activities of the World Petroleum
Council, an international organisation with more than 85 years of history. The first
Youth Forum was held 15 years ago, in China.
According to WPC, involvement of initiative young people in the industry, training
highly qualified personnel and creating conditions for self-realization of a new
generation of young professionals are the key conditions for the development of the
oil and gas industry in modern realities. Youth forums, held every three years in a
different country, have a core role in this job.
Youth Forums of the World Petroleum Council are a unique platform for
professional communication of youth who have chosen their professional path in
oil and gas industry. While representatives of the older generation have a lot of
opportunities for communication with colleagues from around the world (many
different forums, conferences, seminars, meetings are held annually), for young
professionals and students there are less opportunities to exchange professional
ideas and opinions with peers from other countries. In addition, ministers, top
managers of world leading energy companies, authoritative experts and honoured
industry veterans are invited to participate in the Forum. Thus, the Forum provides
a unique opportunity to gain new knowledge and state your position in communicating with the industry luminaries.

4/2019

1

The VI Youth Forum
of the World Petroleum Council came
to the end in Saint-Petersburg

p. 1-33

The Forum brought together
1 345 participants from 62 countries of the world

EVENT
WE ARE THE FUTURE!
Vlada Streletskaya,
Director of the Russian National Committee
of the World Petroleum Council

2

1

No. 4/2019

TWO INTERVIEWS
Zeinab Hajjar (Iran),
Artem Shpakov (Russia)

4

TO SEE THE PROSPECTS AND NOT TO BOW TO DIFFICULTIES
The VI Youth Forum of the World Petroleum
Council came to the end in Saint-Petersburg

5

AGENDA
ENERGY TRANSFORMATION: MAP OF THE FUTURE

18

CAREER
FUTURE LEADERS INITIATIVE

23

SUCCESS FACTORS
THE PHENOMENON OF LEADERSHIP
Marina Sedykh,
CEO of Irkutsk Oil Company

24

SHELL NXPLORERS PROGRAMME:
POSITIVE SOLUTIONS TO COMPLEX CHALLENGES

29

NO ONE IS BORN A PROFESSIONAL
Human Capital as the Cornerstone of Business Success
Yuri Pikhtovnikov,
head of PJSC LUKOIL Department
for Organizational Development and Career Management

32

PUBLIC LESSON
LOGIC OF NUMBERS AND LOGIC OF WORDS
Dr. Andrey Konoplyanik,
Adviser to Director General of «Gazprom export» LLC,
Professor at Gubkin University

34

FORECASTS AND TRENDS

39

Media outlet’s registration certificate
PI № FS 77-73692, Issued 28.09.2018
By the Federal Service for Supervision in the Sphere
of Telecom, Information Technologies and Mass
Communications (Roskomnadzor)

Founder
Association "Russian National Committee of the
World Petroleum Council for the Organization and
Holding of the World Petroleum Congresses"
Chief editor
Andrey Meshcherin
Publisher
Association "Russian National Committee of the
World Petroleum Council for the Organization and
Holding of the World Petroleum Congresses"
Director
Vlada Streletskaya
Design & Page-proofs
Nadezhda Grebennikova
Address of the editorial office and the publisher
10 bld. 3, Dmitrovskiy proyezd, off 101,
Moscow, Russia, 127422
Tel: +7 495 748 0251
E-mail: media@rus-petroleum.ru
The declared circulation is 2000 copies.
Signed in print 27.09.2019
Printed in the Printing House Copying
Open price.
The editors are not responsible for the accuracy
of the information contained in the promotional materials.
In case of reprint, the reference to the journal is obligatory.
The materials of ©Depositphotos and archives
of RNC of WPC are used in the design.

16+

event

H

aving volunteered to host the Future Leaders Forum — 2019 in St. Petersburg, we set ourselves
the ambitious task of holding the best Youth Forum in the history of the World Petroleum Council.
Looks like we managed to do it. The Forum brought together 1345 participants from 62 countries
of the world, who were offered an extensive technical and diverse cultural programme.
The high professional level of the discussions was predetermined by the unique composition of the
speakers — most of the 230 speakers have extensive practical experience in leading oil and gas
companies or are eminent experts. Ministerial delegations from five countries arrived to communicate
with young professionals. Forum participants had the opportunity to discuss the full range of issues
of the current state and future development of the global oil and gas industry, its role and place in the
energy system of the planet.
Continuing the established tradition, youth technical sessions were included in the programme of
the Future Leaders Forum. For the first time, the selection of young speakers was conducted as an
open competition. Any young person had the opportunity to express the wish to share the results of
personal scientific research, providing a brief description of the work done. 75 students and young
professionals from different countries of the world, whose works were acknowledged as the best,
received invitations to the Forum and made presentations at one of the nine youth technical sessions.
The level of the Forum preparation and holding was highly appreciated by participants and guests
of the Forum, as well as the leaders of the World Petroleum Council. “The event set new standards in
terms of the quality level of the programme and speakers, excellent organisation and positive results
that are important for the formation of future industry leaders,” said Tor Fjaeran, President of the World
Petroleum Council, mentioning the main results of the Forum.

T

his success is the result of the long and painstaking work of many enthusiasts. A huge role in the
preparation of the event was played by the Russian Organising Committee, headed by the Minister
of Energy of the Russian Federation Alexander Novak and the World Petroleum Council, personally
the President of the WPC, Tor Fjaeran. An excellent work was done by the Youth Programme Committee,
headed by Lesana Kurbonshoeva, in which young representatives of the National Committees of the
WPC from many countries actively participated, headed by Stephane Rousselet, Chairman of the Young
Professionals Committee of the WPC. A major role in solving organisational issues was played by the
Deputy Chairman of the Organising Committee, Advisor to the Chief of the Presidential Executive Office
of Russia, Kirill Molodtsov.

T

he high level of hospitality is, first of all, the merit of the Administration of St. Petersburg, as well
as the members of the Organising Committee such as Markov O.A., the Vice-Governor, and
N.M. Gvichia, the deputy chairman of the Committee on Tourism Development, who organised an
effective interaction of a large number of municipal services and organisations. An outstanding cultural
programme was organised by the Committee for the Development of Tourism of St. Petersburg. Even
a simple listing is impressive: opening at the famous Mariinsky Theatre, closing at the Konstantinovsky
Palace, located on the picturesque shore of the Gulf of Finland, Cultural Night in the Hermitage, an
exclusive Neva cruise around St. Petersburg...
Special thanks are due to the participation of the administration of St. Petersburg Mining University,
and the personal contribution of the rector of this oldest engineering educational centre of Russia, Vladimir
Litvinenko. All the main events of the Forum’s technical programme took place on the grounds of the Gorny
Multifunctional Complex — well-equipped and always carefully prepared for welcoming guests. The
University’s participation was not limited to providing platforms for communication — the administration
acted as friendly and caring hosts, launched a number of valuable initiatives (one of them was publication
of scientific articles of the Forum delegates in a collection indexed by Scopus, Web of Science).

T

he fact that the Forum has become a bright and memorable event, is a merit of many oil companies
that sponsored the event, offered authoritative specialists as their speakers and formed youth
delegations. For youth event sponsorships played a key role in holding it at a decent level.
Representatives of a large international volunteers’ team made a great personal contribution to
creating and maintaining an atmosphere of hospitality. About 200 young people from around the world
who have passed competitive selection and special training helped the Forum participants in solving
everyday issues.
Being the information partners of the Forum, dozens of business and industry publishers attracted
attention to the event with their publications, expanded its boundaries. More than 100 accredited
journalists representing leading Russian media and a number of foreign publications and broadcasting
companies worked directly at the Forum.
The modern oil and gas industry plays a core role in meeting global energy needs. The key conditions
for its sustainable development are international cooperation, succession of generations, a high level
of responsibility, professional knowledge and skills of young professionals. The Future Leaders Forum
was a significant step towards these goals. Young delegates who arrived in St. Petersburg from all
over the world got the opportunity to experience and make sure: “We are the future!”
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MEET LIKEMINDED
PEOPLE AND
INDUSTRY PEERS!

An interview with
ZEINAB HAJJAR,
employee from Research
Institute of Petroleum Industry
(Iran)

— The VI WPC Future Leaders Forum was visited by an extensive
delegation from Iran – 12 persons. Why you decided to participate
in the Forum?
— We decided to participate to increase our knowledge level, to
meet with likeminded people and industry peers. It is also important to connect with the neighbor countries to share experience
and the best practices regionally as well as expanding collaboration with foreign companies.
To connect with international youth committees, scientists, professionals and top managers of upstream and downstream Oil&Gas
areas — are the good reason for my country to participate in the WPC Youth Forum!
— What was useful?
— The Shell NXplorers workshop was just fantastic! The forum itself was fruitful and informative providing valuable improvements
for the personal and team achievements. This forum would be effective and valuable for all range of participants including top
managers, middle level managers, professionals, researchers, and university students due to the huge amount of experiences
and practices shared.
I would also like to say few words about the Mining University. I am impressed with the university congress facility!
They are incredibly equipped to host top-level international events. The personnel is very friendly and supportive.
The FLF event organization was spotless and according to the best international standards!

BE RESPONSIBLE!
An interview with
ARTEM SHPAKOV,
petroleum engineer
(Russia)

— The FLF organizers offered a very impressive sessions program.
What was the most useful for you?

— Panels and roundtables about innovations! It is fascinating how many
new digital technology achievements are presented at this Forum by
speakers from different companies. Some companies apply automated data
processing, some use robots to control their facilities, some create digital
twins of complex technological objects for better understanding and forecasting
working parameters.
Information technologies are now used everywhere. Especially important their use is in the
industry spheres where consequences of mistake are critical, for example, offshore field development in the Arctic.
— What is important for future leaders? Would you recommend the FLF events to your colleagues?
— In my opinion, as future leaders, we should continuously train ourselves to identify this kind of new trends and become ready
to adapt, to participate in the development of the new type of industry focusing on what would be better for the world society. In
this regards, we should have a courage to discuss hot topics that arise in the industry, we should be responsible for the things
that happen around us and that we can influence on.
I would definitely recommend the Youth Forum to all my young colleagues. I think that to be effective leaders in any industry we
should continuously improve our skills to communicate with each other, exchange opinions, make new contacts, negotiate, find
new opportunities together, and to be able to create together teams and communities that make good things happen.
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TO SEE THE PROSPECTS
AND NOT TO BOW
TO DIFFICULTIES
The VI Youth Forum
of the World Petroleum Council came
to the end in Saint-Petersburg
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Address of the President of the Russian Federation to the
Participants and Organizers of the VI WPC Future Leaders Forum

«The current forum provides participants with good opportunities for professional
communication with reputable scientists, experts, and leaders of the top companies from
different countries. This interaction is very important, because the challenges, that the
oil and gas industry is facing, are becoming more difficult and responsible every year.
The industry is developing dynamically and international cooperation is becoming a key
condition for the effective implementation of large projects in the fuel and energy
industry, reliable energy supply safety and lowering of environmental risks.

Roscongress, Photo Bank.

GOOD OPPORTUNITIES
FOR PROFESSIONAL
COMMUNICATION

The future of the oil and gas complex, its competitiveness and expansion of the resource base largely depends on
you — young leaders, on your willingness to make brave, out-of-the-box decisions, to achieve goals, and to build up
an equal and mutually beneficial partnership.»
VLADIMIR PUTIN

T

he VI Youth Forum of the World Petroleum Council —
Future Leaders Forum finished. The largest international platform for professional communication of young specialists in the oil and gas industry worked in St. Petersburg on June 23-28, 2019.
The Forum is held every three years, alternately in different countries. It was arranged in Russia for the first
time. Two years of hard preparatory work have brought
decent results. The Forum was attended by more than
1100 representatives of the oil and gas industry from 62
countries — young professionals, as well as industry managers, experts, and scientists. In terms of the content, diversity, and relevance of the programme, the composition
of the invited speakers and the organizational level, the
Forum met the most optimistic expectations.

T

he Gala Opening of the Forum took place on June 23,
2019, at the Mariinsky Theatre in St. Petersburg. Four
prominent representatives of the World Petroleum
Council and the Organising Committee of the Forum held
speeches on the ceremony: Minister of Energy of the Russian Federation, Chairman of the Organising Committee
of the Future Leaders Forum Alexander Novak; President
of the World Petroleum Council Tor Fjaeran; Director of
the WPC Russian National Committee Vlada Streletskaya
and Chairman of the WPC Young Professionals Committee
Stephane Rousselet.
The culmination of the celebration was the transfer of
the old kerosene lamp by Mr. Novak and Mr. Fjaeran to
young colleagues. This action was perceived as evidence
of loyalty to traditions and continuity of generations.
The Opening Ceremony of the VI WPC Youth Forum —
Future Leaders Forum ended with the Giselle ballet performance, one of the most magnificent productions in the
repertoire of the legendary Mariinsky Theatre.

T

he Technical Programme of the Forum was held
at the sites of the Multifunctional Complex "Gorny",
a well-equipped and hospitable modern complex
owned by St. Petersburg Mining University. On the morning of June 24, Valentina Matviyenko, Chair of the Federation Council of the Russian Federation, was
hosted here.
"Russia has never used and will not use its energy
resources and opportunities as levers of economic
or political pressure," Ms. Matviyenko said, addressing
the Forum participants from the tribune, which represent a wide range of countries — oil suppliers and
consumers.
Vice-Governor Oleg Markov welcomed the guests
on behalf of the Administration of the city of St. Petersburg. He voiced a hope that the Youth Forum will give
a new impetus to the development of modern technologies in the field of oil production and processing.
President of the Russian Federation Vladimir Putin
sent greetings to the participants, organisers, and
guests of the Forum. "It is on you, young leaders, on your
readiness to make bold, non-standard decisions, to
achieve your goals, to build up an equal and mutually
beneficial partnership — the future of the oil and gas
complex, its competitiveness and expansion of the resource base largely depend," — noted in the greeting of
the head of the Russian state, which was read out by
the Advisor to Chief of Staff of the Presidential Executive
Office, Deputy Chairman of the Organising Committee of
the Forum, Kirill Molodtsov.
The right to open the Forum was granted to the
Chairman of the Organising Committee of the VI Youth
Forum, the Minister of Energy of Russia Alexander
Novak. "It is obvious that today when the world economy
is entering the stage of economic transformation, it is
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VALENTINA MATVIYENKO,
Chair of the Federation Council of the Russian Federation

RUSSIA IS OPEN FOR COOPERATION
IN THE FIELD OF ENERGY
Young people are more receptive to changes, they are characterized by active thinking
and desire for progress. And these are the determining factors of efficiency and success.
Modern Russia is a leading energy Power, one of the largest suppliers of hydrocarbons
to the world market. We have gained tremendous experience in implementing unique
industrial projects, which we are ready to share.
The role of the oil and gas complex in the world economy, and in the world politics in general, can hardly be overestimated. Without a doubt, it continues to be one of the leading drivers of development
based on the implementation of advanced, including digital, technologies.
The world's leading experts have one common opinion: there will be no real alternatives to hydrocarbons in the
nearest future. We expect stable development of the global oil and gas industry. So, you will have work, and it will
definitely be a lot.
The most important aspects of oil and gas complex development are certainly efficiency increase, ensuring industrial
safety and environmental regulation. Today, sustainability issues are becoming extremely important. Society makes
fair demands for an immediate reduction of carbon dioxide level emitted into the atmosphere, and for the land
recreation in the mining areas.
Most countries agree that the main way to stabilize the climate should be the transition to a new climate economy,
reducing the majority of technogenic emissions. In Russia, special attention is paid to environmental issues. A set
of measures is set, allowing to reduce greenhouse gas emissions by 1/3.
Unfortunately, not all the current challenges in the oil and gas industry are set by objective reasons. Some of them
are related to the changing geopolitical situation in the world. We are fully convinced that energy security can be
ensured only through transparent, constructive interaction between all market participants. It should be based on
equal, clear rules, mutual respect and healthy pragmatism.
I want to emphasize that Russia has never used and would not use its energy resources and opportunities as levers
of economic or political pressure. We expect that common sense will ultimately prevail, because it is not politicians
who suffer from violations of the free trade principles, but ordinary citizens. Today, Russia is still open for cooperation
in the field of energy, and we, of course, look forward to a constructive dialogue with all our partners.

important to ensure the maximum involvement of young
professionals in the global energy supply. Such platforms as the Forum help to achieve this goal, reduce
uncertainty in the market," Mr. Novak said, addressing
the Forum participants.
The ceremony was conducted by rector of St. Petersburg Mining University Vladimir Litvinenko. He noted that
the Forum brought together professionals, masters, people representing the main sector, which largely determines the pace of economic development. "I would like
to wish everyone a successful discussion and fruitful, effective work for the development of the oil and gas sector. The Mining University, as a platform of the Forum,
tried to create all conditions for this," rector said.

T

he first Plenary Session was devoted to the discussion of the key topic of the Future Leaders
Forum: "Energy Transformation: Map of the Future". Ministers of Energy participated in the discussion: Parviz Shahbazov (Azerbaijan), Kanat Bozumbayev (Kazakhstan) and Alexander Novak (Russia), as
well as the President of the World Petroleum Council
Tor Fjaeran.
At the next Plenary Session, "CEO-2030: what are we
looking for in our leaders in the future?" topic, which is
no less informative for young delegates, was discussed.
The special value of this conversation was that experienced managers who have achieved significant success
in the industry shared their thoughts and observations.
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TOR FJAERAN,
President of the World Petroleum Council

MOST OF THE WORLD’S ENERGY NEEDS
TO BE MET BY OIL AND GAS
With primary energy consumption predicted to rise by up to 50% in the coming 25 years,
we will continue to need all energy sources to supply safe, reliable and affordable energy
to meet global energy demand.
Both IEA and OPEC scenarios still expect most of the world’s energy needs to be met
by oil and gas in 2035, reaching about 105 million barrels a day. However, we are
experiencing an energy transition. Renewables will see the most dramatic increase
during that period, rising from the current 3.2% globally to around 15% by 2035,
presenting a five-times increase.
Oil & Gas is a cyclical industry responding to oil prices. And it recently went through a massive downturn, which
led to everybody having to tighten their belts. Major cost cutting has led to making the industry leaner, now delivering
more robust projects.
Following a period of very low investments in new projects and delays or cancellations of many projects, we are
facing the challenge to replace reserves quickly to fill the gap. This will require massive investments. Investment
in upstream oil and gas fell by 44% between 2014 and 2016 despite major cost cutting efforts. It is estimated that
about $1 trillion in investments were lost during the downturn. The shale fracking technology revolution is playing
a significant role in balancing out this lack of investments. Not just because of its enormous reserves, but also
because of its flexibility and ability to quickly respond to changing markets.

Namely, Azat Shamsuarov, Senior Vice President of PJSC
LUKOIL; Marina Sedykh, Head of Irkutsk Oil company;
Cederic Cremers, Executive Vice President and Country
Chair Russia at Shell; Zhou Jiping, former Chairman of
PetroChina Company; Arman Tuyakov, General Director
of KMG Kashagan; Denise M. Cox, President of the American Association of Petroleum Geologists (2018-2019).
The moderator of this fascinating meeting was the Chairman of the WPC Young Professionals Committee Stephane Rousselet.

scientific work in the collection indexed by Scopus, Web
of Science.
In total, without taking into account Youth Technical
Sessions, the Technical Programme of the Forum
included 28 discussions on the most topical issues of
the industry. They were held in different formats:
plenary and panel sessions, round tables, forums, and
open dialogues. The entire programme was structured
in three main areas: Leadership, Innovations, Sustainability.

P

L

erhaps, the most anticipated event of the second
day of the Technical Programme of the Forum were Youth Technical Sessions. 75 students and young professionals from around the world reported on
the results of their research. 9 thematic sessions were
held in parallel. This format is not new in the practice
of the WPC Youth Forums. However, for the first time,
the preliminary selection of speakers was held as an
open competition. Any young person had the opportunity to apply for participation with a brief description of
their own scientific work. Putting estimates, members
of the Competition Commission did not know who
owned this or that work.
The winners of the preliminary stage received invitations to the Forum. They were exempted from paying
the registration fee. At the initiative of the administration
of St. Petersburg Mining University, young participants
of the competition have the opportunity to publish their

ively and dynamically, in an atmosphere of excitement and creativity, Shell organised an educational
seminar NXplorers. In a fun way, the programme
teaches how to search for and find solutions to complex
problems as well as develops critical thinking and teamwork skills.
The Russian National Committee of the WPC invited
to the Forum the winners of the “Golden Legacy” scholarship. The Russian Minister of Energy Alexander Novak
and the President of the World Petroleum Council, Tor
Fjaeran, presented the diplomas and memorable awards
to the brightest students in a ceremonial atmosphere.
On the last day of the Forum, technical tours — educational trips to various objects of urban infrastructure
and oil companies — were offered to the participants.
Among the objects, there were “Gazprom Neft Science &
Technology”, Multifunctional Complex “Lakhta Center”
and other facilities.
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AZAT SHAMSUAROV,
Senior Vice President, Oil and Gas Production, PJSC LUKOIL

THE MOST EFFECTIVE BUSINESS IS MONEY,
INVESTED IN EDUCATION
We are committed to involve university science in our business. Due to LUKOIL initiative
more than 10 years ago, project organizations were created at the country's leading oil
and gas universities. Now we are cooperating with eight universities in Russia. We
involved the teaching staff in active work on our projects. As a result, the task to prepare
specialists for the industry, the formation of a new type of educated people — more active
and proactive — is solved with the implementation of project decisions. Professors and
Associate Professors of these educational institutions do not use us as employers or sponsors. They carry out work
with a significant share of the innovative component that we entrusted to them as highly qualified specialists. It is
a fact. And, it seems to me, this is the path that created conditions for the development of higher education and
preparation of demanded specialists for us.
It is often asked: what is the most valuable in your company? I answer that this is our team, our human resource.
These are people, a team of like-minded people. Not people who have the same thoughts, but people who form new
ideas in disputes — at first glance, crazy, that have nothing to do with today's reality. But, realizing them step by
step on road maps, by the forces of these same initiators, we achieve the stated goals.
The most effective business is money, invested in education. If you can renew your knowledge daily, learn something
new — according to your specialty, from areas beyond the perimeter of your responsibility — do not miss it. It is a
great pleasure when you learn this world step by step. It is huge, and we often transfer associative things into our
actions. Forming new management decisions, we use everything that has been accumulated in the world today.
Who is the best oilman today? This is the one who does not see oil. According to its nature, oil belongs to the bowels
of our land. It cannot be located outside engineering technological systems. Its place is in pipelines, oil treatment
plants, oil refining, etc. The final product should go to the place of use for energy production. It is a car, a power
plant, some other substance. But it is definitely not nature. No environmental pollution should occur.
It is very important that we walk along the path of creation, leave our Earth as untouched as possible. So that all
our efforts are aimed at ensuring the energy security of the whole world, and not just a single country or city.
In fact, each of you, making one decision or another, ensures the safety of everyone around you. Depending on the
level, we can talk about a brigade, shop, enterprise, city, country...

An international group of the Forum participants took
part in an environmental campaign: the installation of
an artificial spawning ground in the Gulf of Finland. This
is a joint project of the International Charitable Public
Association "Biologists for Nature Protection" and the
Russian National Committee of the World Petroleum Council. It is aimed at improving the environmental situation in the waters of the Gulf of Finland, where the pollution and destruction of traditional habitats and spawning of various species of fish exacerbated the problem
of conservation and reproduction of marine fauna. In addition to a great Technical Programme, the participants
of the Future Leaders Forum were offered a diverse Cultural Programme. In particular, it included a visit to the
Hermitage, Neva Cruise, and bus city tours. What is

more, a small football tournament was held among the
participants of the Forum.

A

ccording to many guests’ feedback, the Forum in St.
Petersburg has become the best youth event of the
World Petroleum Council. It will be very difficult for
the followers to exceed the level shown by Russia.
The success of the VI WPC Youth Forum was the result
of the hard work of a large number of people and organisations. The Ministry of Energy of the Russian Federation
and the Administration of St. Petersburg played an active
role in organising the preparations for the Forum. The leaders of the Mining University, and personally rector V. Litvinenko, took care of the comfortable conditions for all the
participants of the Forum.
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ZHOU JIPING,
Vice President Membership WPC, Former Charman CNPC

THE FUTURE OF THE PETROLEUM INDUSTRY
IS FULL OF CHALLENGES AND HOPES
The history of the petroleum industry is the one of technological innovation. A highly
disruptive new generation of intelligent technology systems for hydrocarbon exploration
and development, represented by intelligent drilling and completion, nanometer oil
production and in-situ modification, are taking shape. The imminent outbreak of the
Fifth Oil and Gas Technological Revolution is to support the sustainable growth of oil
and gas production.
Technological advance in petroleum industry go hand in hand with the development of
information technology. The new round of scientific and technological revolution is
sweeping across the world with unprecedented breadth and depth. New information technologies, such as big data,
cloud computing, virtual reality and block chain, are bringing unprecedented changes to global production, society
and life. As a new engine of the new round of scientific and technological revolution and industrial transformation,
artificial intelligence has become a key technology of strategic significance to future development.
The future of the petroleum industry is full of challenges and hopes. Future leadership in our industry should not
only focus on the grasp of development trends, but also dedicate to shaping the future of our industry. Our future
leaders should be of great vision to build consensus, and act as powerful driving force behind our industry. Our
future leaders should stay firm and indomitable, fear no pain, and remain determined and committed to excellence.
The world petroleum industry has a proud history of over 160 years. At this moment, we have every reason to believe
that steered by our future leaders, this industry is due to make further outstanding contributions to mankind by
acting our part well in reshaping the future world.

During the Forum, an important role in creating the atmosphere of hospitality was played by members of the international volunteers’ team. 200 volunteers, who were
selected on a competitive basis and then trained, helped
the organisers and guests of the Forum in solving everyday issues.
“We had ambitious plans to hold the Forum at the highest level of hospitality,” said Vlada Streletskaya, director
of the RNC WPC. — We managed it. The support of state
and municipal authorities, the management of the Mining
University helped a lot. I would especially note the role of
oil companies — Russian and foreign. Their sponsorship
helped materialize dreams and arrange an unforgettable
holiday for young professionals who came to St. Petersburg from all over the world.”
The work of the Forum was covered by more than 100
journalists representing dozens of Russian and foreign
media. The TV channel "Russia 24" conducted a live broadcast of the official Opening Remarks of the Forum. An
online broadcast of all plenary sessions was organised in
Russian and English.
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VLADIMIR LITVINENKO,
Rector of St. Petersburg Mining University

WE GIVE MOTIVATION TO YOUTH
Humanity will need oil as a source of energy for at least the next 40-50 years. That is
why, revolutionary changes in the energy structure in these terms will not occur.
Today industry is in urgent need of young qualified specialists. Nowadays the main thing
is to understand how important it is not to stop professional growth and to learn
throughout your life. Technologies that are used today in the fuel and energy complex
are often comparable to space technologies, and their development requires constant
self-improvement from engineers.
The oil and gas sector, as well as the industries associated with the use of hydrocarbons,
are high-tech science-intensive industries. Scientific support for the oil and gas industry
requires a systematic approach.
Today, science is multidisciplinary in our sector. Many topics require not only knowledge in the fields of technology,
physics, mathematics. The role of the social sciences is becoming more and more significant, helping to solve many
practical issues: effective management, overcoming crises, and eliminating conflicts.
In the modern world, it is impossible to solve a particular technical or technological problem without combining the
efforts of mature professionals, and also young professionals with fresh ideas and new approaches. It is extremely
important that we give motivation to youth. A student who studies without motivation, without desire, is like a bird
without wings.

T

he Closing Ceremony of the Future Leaders Forum
was held in Konstantinovsky Palace, located on the
picturesque coast of the Gulf of Finland. In this residence, Russian leaders receive important guests. During the ceremony, Kirill Molodtsov, Advisor to Chief of
Staff of the Presidential Executive Office, Deputy Chairman of the Forum Organising Committee; Tor Fjaeran,
President of the World Petroleum Council; Vlada Streletskaya, Director of the Russian National Committee of the
WPC addressed the audience. Kirill Molodtsov expressed his gratitude to the World Petroleum Council for the
opportunity to hold the Youth Forum in Russia, St.
Petersburg. Tor Fjaeran praised the efforts of the Russian side to hold the Forum at a high level. “It was a
well-organised Forum,” admitted the President of the
WPC. According to him, the World Petroleum Council
pays special attention to working with young people, the
Forum is a very effective platform that helps young
people show leadership skills.
A large stylized globe like a sports champion's cup
was brought to the stage. “Now the Youth Forum has its
own mascot,” explained Vlada. — On this globe, we will
mark the cities where our Forums will be held. We will
hand over the globe to the National Committee of the
WPC of the country that will be chosen as a host of the
7th Youth Forum. And may it always be.”
The completion of the Forum was no less striking
than its entire previous programme. Representatives
of various musical genres performed at four areas of
the huge park. The evening ended with fireworks and
a disco.
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ENERGY TRANSFORMATION:

MAP OF THE FUTURE

We live in an era of tremendous changes. They are dictated by the development of society,
the economy, technology, geopolitical and climatic factors. Energy, which is a key element of our life
and progress, is also undergoing a transformation under the influence of new demands and opportunities.
Adapting to new challenges, energy expands the possibilities of world progress and accelerates the
dynamics of change.
The search for effective answers to new challenges of the energy agenda is an urgent, complex, interesting and
responsible task for young specialists in the oil and gas industry. The topic of energy transformation has many
facets, and many forks. Naturally, this topic has become the main issue for the business program of the VI Youth
Forum of the World Petroleum Council. A key plenary session of the Forum with the participation of the energy
ministers of the three countries — Alexander Novak (Russia), Kanat Bozumbaev (Kazakhstan) and Parviz
Shahbazov (Azerbaijan) was also devoted to its discussion.

A. Novak:
- When talking about the future of energy, the most discussed topic is the perspective structure of the energy balance: will fossil fuels retain their dominant role, or will renewable energy sources have a more significant role, can
they displace hydrocarbons from the energy balance?
I remind that coal, one of the most important sources
of energy, was predicted many years ago to be disposed
from the energy balance. But the numbers still do not
justify these predictions. At the beginning of the 20th century, the share of coal in the world energy balance was
56%, now it is at the level of 29%. At the same time, global
energy consumption has grown by 6.5 times during this
time. And no one says that coal will disappear in the
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nearest future. Coal remains one of the most competitive
sources of energy.
The viability of an energy source, in my opinion, is determined by the level of its competitiveness. Yes, today
the competition is very high, and it is increasing. The share
of non-traditional non-hydrocarbon energy sources in the
energy balance is growing. But I think that in the short
term, estimated in several decades, the share of hydrocarbon energy sources will remain quite high.
If today the total share of oil, gas and coal in the world
energy balance is 87%, then by 2040 it may drop to
72-75%, partially losing market share in the energy
balance to new energy sources — solar, wind, hydrogen
energy, and other sources.

agenda
I emphasize — the key issue is competitiveness. And
we must admit that hydrocarbon energy is becoming
cleaner and more efficient, new technologies are
emerging, and from the economics point of view, it has
the most competitive cost price.
When talking about the development of global economy, we must remember that energy costs play a huge role
in this process. New energy-saving technologies are emerging, and this is important. It is significant that, predicting
a twofold economic growth, experts assume that energy
consumption will grow by only 30-35%.
In any case, energy consumption will increase — this
is a source of moving forward. But energy will become
cheaper, and competition between energy sources will
become even more intense.

- Which way will the development of the
fuel market choose?
A. Novak:
- According to the set of forecast estimations, world
oil consumption until 2024 will increase annually by
1.2 million barrels per day. Then, the annual growth rate
of consumption will slow down — to 0.3-0.5 million
barrels per day by 2040.
But these are the forecasts that are built from today's
understanding of economic development and technological development. Of course, they can change — after all,
we live in an age of revolutionary technological change. If
completely different technologies appear in 10–15 to
20 years, this consumption could significantly decrease.
Today, the main driver is the development of petrochemicals. This will form the main increase in world oil consumption. The production of polyethylene, polypropylene
is a promising direction: these materials are necessary to
produce consumer goods, machinery, equipment and
much more.
We expect that the share of oil products in transport,
heating systems, housing and communal services will decrease. But in general, the demand for oil will continue to
grow, because oil is one of the most important resources
of the economy.
K. Bozumbaev:
- The EXPO-2017 exhibition, which we hosted in the capital of Kazakhstan, was held under the slogan “The Energy of Future”. While preparing for this huge event, we,
together with McKinsey, an international consulting company, conducted a study of the planet’s energy prospects
as part of the Foresight-2050 project. A large data set was
analysed — 6 million messages from 139 countries. We
studied all current social, technological and other processes occurring in Kazakhstan and the world.
Important data was received. It turned out, for example,
that the implementation of measures to improve the natural environment and improve energy efficiency in the
areas of production and consumption allows us to reduce
global energy demand by 3% by 2050. The study confirmed
that, indeed, in the future the share of traditional energy
sources will decrease, while the role of renewable energy
will rise. Moreover, in the future, the cost of renewable
energy generation will decrease by several times.
We have received confirmation that in the foreseeable
future gas consumption won’t practically decrease. At the

ALEXANDER NOVAK:
“I THINK THAT IN THE SHORT TERM,
CALCULATED OVER SEVERAL DECADES,
THE SHARE OF HYDROCARBON ENERGY
SOURCES WILL REMAIN QUITE HIGH”

same time, according to our estimates, the demand for
coal can be reduced by almost half by 2050.
Already, many of the world's major financial institutions
refuse to give money for coal energy projects. And this
becomes a serious obstacle — if there is no capital, then
there will be no cheap technologies that would really make
coal a clean source of energy. Under such conditions, the
forecast of a significant interest drop in the coal fuel use
seems quite realistic.
We expect that oil consumption peak will be reached
on the planet by 2029-2030. In the future, after reaching
the top point, according to our estimates, there will not be
a significant decline: by 2050, oil consumption will remain
at the level of 95-96 million barrels per day. The forecast
estimation considers the fact that many countries announced the widespread introduction of electric vehicles in
the period after 2030.
In connection with the expected decrease in the share
of oil in the fuel balance, we will strive to develop petrochemicals, an industry that allows the use of local hydrocarbon raw materials and the production of high valueadded products expected on the markets.
We have created a special economic zone, we provide
unprecedented tax incentives for companies that decide
to engage in the production of polyethylene, polypropyle-
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PARVIZ SHAHBAZOV:
“IN ORDER TO MAINTAIN COMPETITIVENESS,
THE OIL AND GAS INDUSTRY SHOULD
STRIVE TO INCREASE THE EFFICIENCY
OF ITS ACTIVITIES. ONE OF THE RESERVES
ON THIS PATH IS DIGITALIZATION”

ne, butadiene. Today we are already producing aromatic
hydrocarbons. The state intends to invest more than
$ 3 billion in the creation of the infrastructure of the free
zone so that investors implementing projects here do not
experience problems.
Nowadays Kazakhstan produces a little more than
90 million tons of oil per year. We expect that in the nearest
future the level of production will rise to 104-105 million
tons per year. In addition, we have quite large volumes of
associated gas. For produced hydrocarbons, it is necessary to provide market sales. We consider oil and gas chemistry one of the most promising areas, therefore we intend to develop this industry on the republic territory.
P. Shahbazov:
- The entire energy transformation that is happening
in the world, of course, is based on new technologies. First
of all, young people are interested in innovations. The direct participation in this rather complex process lies on
the shoulders of young specialists.
I want to emphasize that energy transformation is a
complex, multifaceted process. This is not just a transition
of one type of energy used to another. This is a broader

20

future leaders

issue. The energy transformation is directly related to a
range of issues of a political, economic and social nature.
Today we are talking about the role of oil and gas.
According to modern concepts oil, from an environmental
point of view, is a problematic type of raw material. The
company has a request to reduce the harmful effects on
the environment.
On the other hand, there is high volatility in the global
energy market — significant price fluctuations. My colleagues from other countries are making some efforts to stabilize the situation on the oil market. We strive to achieve
this by acting together with the OPEC member states, fulfilling mutual obligations under the OPEC + agreement.
There are other factors that can change the role of oil
in the future. One of them is renewable energy sources.
Today, their share in the energy balance structure is relatively modest — no more than 4%, while fossil fuels —
oil, gas and coal — account for about 85% of the global
demand for energy. But the fact that the amount of energy
received using renewable sources is steadily growing (by
14–16% per year) gives a clear signal regarding the prospects of using traditional energy sources. All indications
are that in the future, the role of oil in meeting energy
needs will decline.
And another important detail related to the implementation of the course on energy efficiency. Last year, the
European market saw a decrease in electricity consumption, while the economy showed growth. This is a good
example of how the energy efficiency factor affects the essence of the energy market and the priorities that are built
in relation to the types of energy resources used.
In order to maintain competitiveness, the oil and gas industry should strive to increase the efficiency of its activities.
One of the reserves along this path is digitalization. According to expert estimates, confirmed by practical results, in
some cases, digitalization can provide a significant increase
in production in specific projects — up to 7%. In addition, the
use of modern digital technologies helps to generate significant savings — costs can be reduced by up to 25%.
Energy efficiency is called the fourth — hidden — source
of energy. It is a very important resource. I think that in
the short term, this particular issue will be in the focus of
the international energy community.

- What role do environmental arguments
play in shaping the future structure of
the energy system?
A. Novak:
- The climate agenda is one of the most discussed in
the world today. It is very important that the most environmentally friendly types of energy resources are used
everywhere. Unfortunately, due to economic realities, not
every country can afford the transition to clean energy
now. From an economic point of view, the sun and wind
are not the most affordable sources of energy.
Yes, in terms of capital costs, the production of a unit
of energy in wind turbines is almost equal to the construction of heat generation facilities. But for the consumer, the
price of wind energy is several times higher than the energy generated in thermal installations — due to the difference in the utilization of installed capacity. In the segment
of thermal generation in Russia, this coefficient is at the
level of 67%, and for wind turbines — 10-20%.
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Of course, the competition will be very serious — in
terms of the effectiveness of both capital investments and
the use of equipment. In my opinion, a lot will depend on
success in creating cheap energy storage devices. When
we learn how to store energy not only in pumped storage
power plants (other storage methods are known, but they
are very expensive now), this will strengthen the position
of renewable energy sources.
From an environmental point of view, renewable energy sources may not be so harmless to use. For example,
the issue of vibration generated by wind turbines needs
to be studied. How does it affect the surrounding flora
and fauna?
I would like to note that Russian energy balance is well
optimized from an environmental point of view. In thermal
generation, 60–70% account for gas. In our energy balance,
16-17% falls on atomic generation, about 18% — on hydropower. Thus, more than 85% of the generated energy is
obtained through the use of environmentally
friendly sources.
We have a very balanced energy consumption structure. It has a place for renewable energy sources. A special
programme is being implemented in Russia to support the
production and introduction of new types of energy.
As for the climate agenda, in my opinion, the main problem is not thermal generation at all, as well as the use
of other sources of energy by people, if we talk about the
impact on the climate. We all know very well that if suddenly a volcano comes to life, then emissions into the atmosphere as a result of its activity will be greater than
the influence of all thermal generation throughout the
world. It is true that we all strive to use cleaner forms of
energy, but at the same time, the environmental impact
of fossil energy sources does not play a key role. Although,
of course, we are all moving in the right direction.

- The global oil market is very unstable
in recent years. How successful are
the attempts to balance it? What price
level can be acceptable?
P. Shahbazov:
- Under the OPEC + agreement, we do everything possible and impossible to positively influence the balance
in the oil market. Naturally, also influencing the price —
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predictable. The current price corridor is quite comfortable
for us. Although the current situation on the market does
not allow us to tackle any more significant undertakings,
external conditions provide the industry with stability. If
the efforts of the world oil community are focused on
maintaining the price situation in this price range, this will
be a good result. For our part, we, as a responsible party,
are ready to contribute to this process.

- What factors are most important
for providing a comfortable business
environment in the industry: investment climate, scientific progress and
modern technologies, human capital?

KANAT BOZUMBAEV:
“FOR PRODUCED HYDROCARBONS,
IT IS NECESSARY TO ENSURE MARKETS.
WE CONSIDER PETROCHEMICALS
AS ONE OF THE PROMISING
DIRECTIONS”

to keep it in a balanced state. Of course, it is desirable
that the price remains in a certain range. Unfortunately,
there are many factors that can influence and have a certain effect on the oil market. These are not only economic
factors, but also political ones. There are several factors
which influence on the price level of the oil market is very
difficult to predict. Under the OPEC + agreement, we are
trying to do everything possible to ensure relative stability in the market.
From Azerbaijan point of view, oil prices in the range
from $ 60 to $ 70 per barrel is the most acceptable option.
And the same price range meets the interests of most countries — both supplying raw materials to the market and
consuming it.
K. Bozumbaev:
- The volatility of recent years, of course, cannot be
good for any of us. Oil producing countries should be able
to forecast their income. Companies should plan capital
investments based on an assessment of their effectiveness. Of course, it is very important that the price is
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A. Novak:
- Everything is important, it is difficult to single out
something special. I would add another factor, which is
also of a great importance — a favourable fiscal system.
It is crucial that it creates the conditions for research and
investment into the environment, energy conservation,
efficient subsoil use and cost reduction. Fiscal systems in
each country are different. Competitiveness also depends
on this factor.
For example, we have been stimulating oil and gas
production in Eastern Siberia for several years, developing hard-to-recover oil deposits, and we see significant
progress provided by these incentives. Today we are directing our efforts to create conditions for more efficient
use of our natural resources, including Western Siberia,
where the oil recovery ratio becomes an important
reserve to increase.
K. Bozumbaev:
- I would suggest the next generation of oil workers
to pay attention to the fact that we should not think
about the conservative path of development of our
industry. We should talk about energy efficiency and
energy conservation.
For example, the energy intensity of Kazakhstan’s GDP
is several times higher than the average energy intensity
indicator for OECD countries. Yes, in energy terms, we are
a rich country. We have 32 billion tons of oil equivalent, if
we talk about all types of energy raw materials — coal,
oil, gas, uranium, etc. This is not a “curse”, as they sometimes say, but the basis for the diversification of our economy. And it must be carried out so that the competitiveness of our energy sectors is higher, and energy consumption is reduced. It is very important that energy consumption is economical and efficient — as in advanced countries.
I think that we have very huge reserves and opportunities
in this area.
P. Shahbazov:
- In my opinion, effective management is playing the
key role. This is the highest priority. Science and new technologies are certainly an important aspect. But today, in
the age of communications, international cooperation, there are many opportunities to attract innovative developments from the outside. But human capital needs to be
grown at home, which requires a lot of painstaking work.
This is a very complex process, and its results are extremely important for ensuring effective work and long-term
development.

career

FUTURE LEADERS INITIATIVE
VI Youth Forum of the World Petroleum Council, held by the Russian National
Committee of the WPC in the summer of 2019 in Saint Petersburg, was an inspiring
impulse for hundreds of young men and women who have chosen their professional
path in oil and gas industry. Continuing this impulse, the RNC of the WPC has
developed a multi-stage programme focused on systematic work to identify
and support talented youth, and promote their career growth.

A new information platform that allows you to expand communication opportunities between students of specialised universities and representatives of oil and gas companies, to establish their interaction, as well as to announce the most important international youth events. Information on available
internships, international graduate and postgraduate programmes, and professional events will be posted on the project
website: www.petrostage.org. The project starts in 2020.

“The Golden Legacy of the WPC” Scholarship is awarded twice
a year. The project is aimed at identifying and encouraging the
most successful and talented students studying oil and gas
professions in all regions of Russia.

EDUCATIONAL TRIPS BY THE RNC OF THE WPC

The first youth magazine in oil and gas industry is published
by the RNC of the WPC. The publication tells about the most
important events and trends in the industry. Among the
authors — authoritative representatives of the oil and gas
industry and industry science. In addition, the magazine is a
platform that allows young people to express their own points
of view and discuss professional issues.

Every year, students, graduate students and young teachers
of specialised universities will be allocated to industrial
sites, where they will gain practical knowledge and skills,
get acquainted with production processes and learn about
the real situation in industry. Educational trips will be
conducted twice a year.

NEW GENERATION: ACROSS THE UNIVERSE
SUMMER AND WINTER SCHOOLS BY THE RNC OF THE WPC
Classes are held in July and February for students from
9-11 grades of secondary schools in Russia. An intensive
course allows high school students to receive advanced
information about the fuel and energy complex, about the
tasks and features of the oil and gas industry. The gained
knowledge and acquired skills will help students in choosing
their professions.

The international forum for oil and gas students is held at
Gubkin University with the support of the Ministry of Energy,
professional international communities (SPE, EAGE, WPC),
Russian and foreign oil and gas companies. The forum has
established itself as an effective platform for ideas and
experience exchange, strengthening international relations
between universities and between students.

RNC OF THE WPC VOLUNTEERS
MENTORING PROGRAMME BY THE RNC OF THE WPC
The mentoring programme is aimed at supporting young professionals, strengthening professional continuity, creating atmosphere of mutual understanding and cooperation in labour
collectives. Throughout the year, programme participants —
young professionals, students, and graduate students — have
the opportunity to regularly communicate with one of the
authoritative representatives of the Russian oil and gas
industry. Conversations with a mentor help in organising
career growth and raising the educational level.

The RNC of the WPC has many years of experience in organising the volunteer movement. Now it was decided to give
this work a systemic character. It is planned to create a
volunteer headquarters, which will train volunteer teams
from students, graduate students and young teachers to participate in major Russian and international events and projects. Participation in the volunteer movement helps develop
leadership skills and replenish professional knowledge.
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THE PHENOMENON
OF LEADERSHIP
MARINA SEDYKH,
CEO of Irkutsk
Oil Company

In 1983 she graduated from Irkutsk State University
with a degree in law. She began her career
as a consultant lawyer in the Shkotovsky District
Consumer Co-operative Society (Primorsky Krai).
In 1985, she became a senior consultant lawyer
at the Irkutsk Heavy Machinery Plant.
Then she held the position of chief legal specialist
at the East Siberian State Unitary Geological
Enterprise for the Exploration of Oil and Gas
(State Unitary Enterprise “Vostsibneftegazgeologiya”).
Having gained rich professional experience
as a lawyer and work experience in the
manufacturing sector, in 2000 she headed
the “Irkutsk Oil Company” LLC,
and since March 2008, she also became
the General Director of INK-Capital JSC.

24

future leaders

F

uture Leaders... What qualities and skills should they
have? Of course, I don’t have ready answers: the
world around us is changing rapidly, each time has
its own tasks and conditions. I can only share my thoughts
and observations.

Leader and Manager
First of all, you should ask yourself the question:
should the CEO or any other senior manager always be
the leader? In the common mindset, these two concepts
are often combined. But they are by no means identical.
The differences are very accurately and figuratively
revealed in 12 metaphorical statements by American
psychologist Warren Bennis, one of the first researchers
of modern leadership. (see «Warren Bennis Aphorisms»).
The manager is more about the position and professional competencies, and the leader is a social phenomenon, a characteristic of personal qualities. Where there
are at least two people, a leader already appears. Even if
he does not occupy a managerial position.
A successful manager is, first of all, a professional in his
field with good managerial skills. It is no coincidence that
management is considered to be a separate profession —
there are many ways to learn the basics, and then the nuances of management: get the appropriate education, an MBA
diploma, deepen professional knowledge, gain experience.
The general director is, by definition, a manager, is it necessary for him to be a leader as well? Let's try to figure it out.
A manager should know the specifics of the company,
be able to plan activities, delegate tasks, exercise control, build processes, motivation and communication
systems, calculate the necessary indicators... All these
managerial competencies have been described long
time ago and in detail, today they are called hard skills.
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If the company is steadily moving at a given course,
the prospects are clear and optimistic, the shareholders
and employees are satisfied — in this case, the leader can
do without leadership qualities, it is enough to be a good
manager and professional. It is a pity that such an idyll is
extremely rare in today's rapidly changing world.
In practice, tasks and working conditions are often far
from ideal. Responding to these deviations, the manager
is often forced to go beyond managerial competencies,
make innovative decisions, and take responsibility. In such
realities, he cannot do without the development of leadership skills (soft skills).
Based on my experience, leadership competencies can
be grouped into several blocks. In its most general form,
this is teamwork, self-confidence, corporate culture, willingness to change and the education of new leaders.
I will tell about each in more detail.

Teamwork
None of the most advanced systems and structures
will work if they are run alone. First of all, a leader should
pay attention to people and create a united team. This is
extremely difficult.
How to build teams? How to motivate people, in addition to the notorious “stick” and “carrot”, which are not efficient anymore in a modern society? How to convince people? Each leader should answer these questions himself.
There is no ready-made recipe for all occasions.
And the most important question that you must first
ask yourself: why am I doing this? If the motivation is understandable, and it is not related to the satisfaction of
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personal ambitions, if you firmly stick to the chosen course, then you can create a team and guide people.
I will explain with an example. A first-class industrial
safety system can be built, but it is unlikely to be effective
if the manager himself does not comply with the rules and
regulations. This is true for any other area.

“

WHERE THERE ARE AT LEAST
TWO PEOPLE, A LEADER ALREADY
APPEARS. EVEN IF HE DOES NOT
OCCUPY A MANAGERIAL POSITION

Another important aspect of influence, belief and motivation is emotional intelligence, that is, the ability to recognize your own feelings and emotions, manage them,
as well as the ability to recognize the feelings and emotions of other people, interact considering these nuances.
This is given to someone from birth, others can develop
emotional intelligence — scientists say that this can be
achieved by regular training. In my opinion, emotional
intelligence is an indispensable quality of a leader.

Conviction and flexibility
Of course, a leader should have his own beliefs and
adhere to his values in any situation. But this does not
mean that the leader should ignore the opinions of people
with different views. A good leader is a flexible leader.

The manager administers; the leader innovates.
The manager is a copy; the leader is an original.
The manager maintains; the leader develops.
The manager focuses on systems and structure; the leader focuses on people.
The manager relies on control; the leader inspires trust.
The manager has a short-range view; the leader has a long-range perspective.
The manager asks how and when; the leader asks what and why.
Managers have their eyes on the bottom line; leaders have their eyes on the horizon.
The manager imitates; the leader originates.
The manager accepts the status quo; the leader challenges it.
The manager is the classic good soldier; the leader is his own person.
The manager does things right; the leader does the right thing.
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IOC provides a unique opportunity for senior students of Russian universities to do an internship within
a team of real professionals.

INTERNSHIPS
FOR STUDENTS

Documents for the summer internship at IOC facilities (shift) are accepted until 28 February of the current
year. The final decision on the candidates and their distribution shall be made before 30 April of the
current year.
Documents for participation in the competition can be sent to the address: praktika@irkutskoil.ru. Details
can be found on the website www.irkutskoil.ru.

A leader should listen to the opinions of others, adapt
and develop their ideas, taking into account the sound
proposals of their team. This approach is not a betrayal
of their own beliefs.
Not all taken decisions bring expected results. Many
of the decisions will be erroneous — no one is safe from
this. In case of a mistake, admit your mistake, do not be
afraid to lose your authority in front of the team. All people
make mistakes.
At the same time, the leader should show determination
if the situation requires it. The leader consciously makes
decisions and bears responsibility for them on the basis of
the data that they have. The ability to make decisions based
on one’s own beliefs and bear responsibility for the results
of these decisions is a necessary quality for any leader.

Corporate culture
To create a successful team, the leader should ask himself: why do the employees of the company he or she
heads go to work? To make money and satisfy their material needs? Or do some other priorities play a decisive
role? In order to create a corporate culture that will
correspond to the ideas and beliefs of the majority of team
members, these issues need to be clarified first of all.
As you know, in the hierarchy of needs, a person’s spiritual needs are at the top of the pyramid, and only their satisfaction makes a person truly happy. Think about it: which
company will successfully develop and move into the
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SO, WHAT CAN BE ALREADY DONE
TODAY? CONTINUE TO DEVELOP
AND BE PREPARED FOR THE FACT
THAT IN THE FUTURE THE
FAMILIAR WORLD WILL CHANGE
DRAMATICALLY

future — the one whose employees are in fear and gloom, or
the one in which the conditions for creativity and self-realization are created? The question, of course, is rhetorical.
Without meeting basic needs, you won’t even get close to the
top of the pyramid, but this is only the first mandatory step.
Connecting the staff of the company based on the values
developed by a team led by a leader will help to solve the
task of creating a healthy corporate culture. Values create
the foundation, based on which you can achieve mental
comfort for employees working in a like-minded environ-

ment. And it is possible to provide elements of self-organization even where there are no built processes, goals are
blurred and there are no direct methods of motivation.

Willingness to change
In order to successfully survive in a rapidly changing
world, to see the future and set strategic goals, you need
to change yourself and change the company. It is not simple. After all, your previous experience indicates that you
have achieved some results, by adhering to certain rules
over the years. Certain habits have formed. It is difficult
to refuse them, you still need to figure out what exactly
should be changed and how.
It is easy to say: if you can’t change the situation, change your attitude towards it. But, believe me, this is very
difficult to do. Leadership skills are especially valuable
here. And imagine that you need to change the direction
of the company? This requires reconfiguration of a whole
team of very different people. Moreover, as you know, nobody can change another person, except for himself.
After all, how this can be achieved? In my opinion, a
leader should create leaders. The ability to delegate
authority, create an atmosphere of trust rather than control, enable team members to make decisions and take responsibility for them — all this forms the leaders in the
team. And yet, in my opinion, the most important thing is
to start thinking differently, this is the most important
potential for movement towards change. Innovative ideas
arise exactly when an element of dissent is used. I don’t
remember who said it, but I completely share this view.

The future will make adjustments
I don’t want to judge what demands the future will
present to the leaders. It is difficult to predict — global
changes are coming. For example, we can recall the "horse problem" faced by the scientists of the nineteenth century, who feared that with the development of horsedrawn transport the cities would be "drowned" under horse manure. However, a steam engine appeared, which radically changed the situation. A similar process is happening now — we are seeing some trends, but we still have
no idea about their true role.
Based on the estimates of modern analysts, all the key
trends of the future can be divided into three main groups:
demographic changes, a new round of globalization, and
the technological revolution. Each of them will contribute
to our lives.
Marshall Goldsmith, a consultant to the best top managers of the USA and the world, identified five key qualities that will be important for the leader of the future:
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global thinking, acceptance of cross-cultural differences,
understanding of technologies, ability to build partnerships, and application of joint leadership.
So, what can be already done today? Continue to develop and be prepared for the fact that in the future the
familiar world will change dramatically.

This is another challenge for us because we have never
been involved in the implementation of such projects before. Thus, we need to promote the HR brand of IOC in the
new gas-chemical industry and the brand of the territory
so that specialists and their families move there.

Irkutsk Oil Company —
today and tomorrow
To complete the picture, I will supplement the theoretical judgments about leadership by telling the story of
our business. Irkutsk Oil Company (IOC) is the fastest growing company in the Russian oil and gas industry. For 19
years, we have come a very long way: we managed to
create a large industrial holding “from scratch”. We started
with the production of 30 thousand tons of oil per year,
now the resource potential and production capacity allow
us to produce up to 30 thousand tons of oil daily.
We carry out large-scale exploration works in the territory of three Siberian regions, and they give very good
results. Over the past ten years, the IOC group of companies has discovered thirteen hydrocarbon deposits.
The company also develops production and engineering
infrastructure.
IOC is consistently implementing long-term programmes
to increase the coefficient of oil recovery. For this, we carry
out both standard geological and technical measures, as
well as innovative ones.
One example is the use of water-alternating-gas. This
refers to flooding using a mixing hydrocarbon gaseous
agent. This is, indeed, a unique project for Russia. Good
results have already been obtained — a 6% increase of the
coefficient of oil recovery. We are considering the possibility of expanding the scope of this technology.
We are engaged in business diversification. Now we are
a gas producing company, and in the near future, in five to
six years, we will become a very significant part of the gas
processing and gas chemical industry of the country.
We intend to create a powerful gas chemical cluster
in the city of Ust-Kut, Irkutsk Region, and are successfully moving in this direction. The total investment in
the creation of a complex of enterprises is $ 7 billion
(456 billion rubles).
The project will create more than 2,400 jobs and,
according to forecasts, will increase the gross regional product of the Irkutsk region by 7%.
The infrastructural development of the north
of the Irkutsk region will begin (the creation of
gas transmission and gas-consuming infrastructure, the construction of additional generating capacities). Modern high-tech production and the
availability of engineering and transport infrastructure will become the basis for the development of
new enterprises on the Ust-Kut site.
For a new production in Ust-Kut, we are building a residential area that includes public
spaces. New kindergartens, a school
and a clinic will be built. We hope
for the changes in the urban environment and motivation of
responsible citizens to participate more actively in territory development projects.

“

IN THE HIERARCHY OF NEEDS,
A PERSON’S SPIRITUAL NEEDS ARE
AT THE TOP OF THE PYRAMID,
AND ONLY THEIR SATISFACTION
MAKES A PERSON TRULY HAPPY

This raises the question of how to develop a team,
which management practices we need to borrow or create
ourselves. For us, this is not idle curiosity, but a practical
task. Moreover, a quite complicated one, given the scale
and complexity of our projects.

Keeping up with the times
In 2013-2015, the company was experiencing a painful
transition from a small start-up to a holding with a total of
more than 7,000 people. People came to us from different
regions and countries, each of them had their own ideas
about corporate culture, unique experience and views.
As a result of the diagnosis and implementation of
transformational programmes involving large consulting
structures, we came to the conclusion
that we need to follow our own path,
combining the proposed classical
management instruments with soft
tools, creating a productive environment for company employees.
Yes, of course, hard skills play a
key role in any company. And we will
invest in this area, creating, according
to our main owner, a “Russian
engineering
c o m p a n y ”,
the main asset of which will
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not be raw materials and production facilities, but intelligence and knowledge.
Obviously, achieving success as “pure tech guys” is
impossible. We need skills that create the right emotional add-on, allowing team members to work long and
productively on serious, challenging and unconventional tasks.

“

THE BUSINESS ENVIRONMENT
IS RAPIDLY CHANGING, AND THIS
CREATES OPPORTUNITIES FOR
THOSE WHO CAN QUICKLY ADAPT,
LISTEN AND HEAR PEOPLE, EASILY
INTEGRATE INTO TEAMS, AND
CONSTANTLY LEARN NEW THINGS

What are we doing today in order to keep pace with
the changes, maintain and strengthen manageability, and
give impetus to positive changes?
• We create horizontally controlled structures oriented to
work in a specific direction. Among them is the Team of
Great Opportunities, which today deals with a whole range of tasks in the field of industrial safety and is already
starting to work in other areas.
• In parallel with process management, we are introducing
management based on the values formulated by the
company's employees. The transition to process-value
management requires serious methodological and orga-
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nizational solutions, but I am sure that we will cope with
this task.
• We have created and still developing a system of generation, collection, examination and implementation of employee projects aimed at improving production and management processes (IOC-idea).
• We focus not only on comprehensive training, but
also on the personal and leadership development of
employees. We are increasing the number of corporate
events that carry out the educational function —
conferences, forums, seminars.
• We develop and implement projects in the field of information technology — new communication services, online monitoring, the use of unmanned aerial vehicles, intelligent construction management, the creation of digital
fields, and the robotization of routine processes. Thus
we create a working space that meets the requirements
of the time and provide the technological reserve for future achievements.
The new personnel management strategy provides, in
particular, the formation of a personnel reserve, primarily
from among the company's employees, the creation of all
necessary conditions for professional development and improvement of soft skills, without which high-quality teamwork is impossible. All the areas mentioned above allow to
create a flexible management structure that can solve production problems of any degree of complexity, quickly and
efficiently responding to a constantly changing situation.
The business environment is rapidly changing, and this
creates opportunities for those who can quickly adapt,
listen and hear people, easily integrate into teams, and
constantly learn new things. Your future is in your hands,
colleagues.

success factors

SHELL NXPLORERS
PROGRAMME:
POSITIVE SOLUTIONS
TO COMPLEX CHALLENGES
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S

t Petersburg — a city steeped in culture, history and significance and
where the 'spirit of change' has dominated the landscape and shaped
its path. A fitting location for the recent WPC Youth Forum, a global
conference attended by hundreds of future leaders. At this event in June,
Shell in Russia hosted a 2-day Shell NXplorers workshop in which 40 young
leaders, representing 15 countries and 5 continents came together to tackle
complex global challenges.
The 2-day workshop was opened by Wim Thomas, Shell’s Chief Energy
Adviser, who spoke to the young leaders about the vital role they will play in
the energy transition and how the NX-tools and NX-thinking will help them plot
a path towards a sustainable energy future.
In an atmosphere of excitement and creativity, young leaders explore the issues,
plot future scenarios and plan for change.
Maxim Shoob, External Relations Manager Shell in Russia, delivered an inspirational closing speech and awarded the leaders with a certificate and some NXplorers
branded mementos.

S

hell NXplorers is an innovative programme which introduces future leaders to tools
to help develop and enhance their problem solving and critical thinking and skills
that are needed to address complex challenges. The workshops discuss various subjects of great social significance.
The Shell NXplorers programme objective is to empower young people to address the
complex challenges faced by the world today or relevant for a specific location in a certain
environment. Though problems differ in scale, they share fundamental approaches to finding solutions.
The programme methodology is a combination of systems thinking, scenario planning and theory of change disciplines to form a new way of thinking, known as NXthinking. NXthinking forms the basis for a set of tools that can be used to tackle issues
around the food, water and energy nexus, representing real and relevant challenges
across the globe.
The Shell NXplorers programme has been already tested and is currently running
in many countries: Australia, Brazil, Brunei, China, Egypt, India, Kazakhstan,
Malaysia, Nigeria, Oman, Philippines, Qatar, Russia, Singapore, Trinidad and
Tobago, UAE. The NXplorers programme developed for Shell has proven its high
efficiency over five years of practical use.

More information about
the innovative Shell NXplorers
programme is available on website
www.nxplorers.com
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How
NXplorers
Works

There are three stages to the Shell NXplorer programme — Explore, Create and Change — with tools
and resources for each. The tools and resources use questions to guide young people through the three
stages, enabling them to investigate the challenges that society faces and find real, lasting solutions.
EXPLORE
✓ What are the issues?
✓What’s causing the issues?
✓How can we dig deeper into the issues?
CREATE
✓What would happen if nothing changed?
✓What actions could bring about change?
✓What is our preferred future?
CHANGE
✓What action can lead to our preferred future?
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NO ONE IS BORN
A PROFESSIONAL
Human Capital as the Cornerstone of Business Success

YURI
PIKHTOVNIKOV,
head of PJSC LUKOIL
Department for
Organizational
Development and
Career Management

The VI Future Leaders Forum, held in St. Petersburg in June, brought
together the business and academic communities and society at large,
serving as a platform for facilitating a discussion on important matters to
help enhance ties between young people in Russia and abroad, share
experience, and access the latest developments and achievements of the
oil and gas industry. Leadership was a prominent item on the agenda.
Valuable contribution to the Forum and its younger audience came from
industry professionals employed by the world’s oil and gas majors.
The performance of LUKOIL, Russia’s largest privately held oil and gas
company, is a true testimony to human capital as a crucial pillar
of corporate success.

labor productivity that require considerable financial investments are capital intensive production, advancements
in technology, amount of geological reserves, and the state
of the environment. Another major driver is oil and gas
prices, which have a direct impact on profitability. But it
is the quality of personnel that plays a special role.
As competition gets fiercer and new players and technologies emerge in the global energy market, the oil and
gas sector is undergoing a structural shift to secure gains
in labor productivity. The shift includes operational upgrades, intensified innovations, larger share of high performance jobs, increased quality of human capital, and improvements in governance and workplace management.
As a crucial feature that underpins a company’s economic success, labor productivity requires smooth performance of a framework that embraces innovations, state-of-the-art technologies, automation and standardization
of business processes across the board, evidence-based
workplace management, motivating environment, and
qualified and well-trained personnel, above all professional engineers. All that combined help deliver the results.

T

he fuel and energy sector is a knowledge-based industry which is the driving force of the economy.
New fields are developed both onshore and offshore. This is not only about investments, the source of any
country’s wealth, but also about jobs, stability and security worldwide.
We view human capital as a variety of personal traits
that define labor productivity. These traditionally include
health, natural abilities, education, professionalism, and
mobility. A way to build human capital is by investing in
people, incurring costs that help improve labor productivity, a key indicator to understand the shape of the economy. In the fuel and energy sector, the core drivers of
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A

ny improvement in labor productivity requires qualified personnel. The decline in professionalism is a
long-standing issue. Employee training is a difficult
and time consuming process. It takes years to build a corporate succession planning and personnel training framework. I have every confidence that after almost 30 years,
we at LUKOIL have this framework firmly in place.
LUKOIL partners with Russia’s best universities and is
introducing a dual training program. The focus is on training specialists and workers, engineers, and managers
for all levels. Our Company has a performance management system and is implementing a competency-based

success factors
approach to personnel management. We build talent pool promptly identify problems and together find the best way
by selecting, hiring and retaining young professionals.
to resolve them. With this system in
Better skilled labor force is currently a national priority
place, we are perfectly positioaddressed by a nation-wide system to assess and develop
ned to build effective corpoprofessional competences. At the core of a comprerate communications.
hensive challenge to improve labor productivity, quaTHE DECLINE IN
he idea of leality and safety is the human factor and the profesPROFESSIONALISM
IS
dership that
sionalism of personnel.
A LONGSTANDING ISSUE.
we foster at
LUKOIL is actively engaged in implementing a
EMPLOYEE TRAINING
LUKOIL is a framenational policy to develop professional competenwork of human cacies. We see it as a response to today’s challenge,
IS A DIFFICULT AND TIME
pital management
making sure that the personnel match the scale
CONSUMING PROCESS
based on leveraging
and complexity of tasks on hand. Any hardware,
and developing proequipment or technology, no matter how expensive
fessional and soft
they may be, require human mind.
skills of our Leaders, i.e.
Human capital is the most valuable resource for
employees capable of coany organization. Today, engineers in the fuel and energy
ordinating mono or crosssector need to meet a variety of qualifications and requifunctional efforts in a format that
rements. The ability to put engineering theory into practice
motivates team members to work together with full dediis still key.
Efforts to train new engineers have three areas. The cation to deliver on the Company’s business ambitions.
A leader is a driver for change that sets ambitious gofirst one is about attracting, retaining, and developing university graduates. It is the young talent that acts as the als, is willing to take on more responsibility and aims for
key source of qualified labor force to LUKOIL and is our an outstanding performance by creating synergies and
resource of the future. The second area is dealing with added value through managing the resources available
the personnel within the Company, i.e. retaining, develo- (above all human capital).
To create a single leadership concept, we have training
ping, and motivating the best performers, and above all
engineers. And finally, LUKOIL acts as an expert in the na- programmes for managers of LUKOIL Group entities consisting of eight modules. The programmes are provided
tional policy for vocational education.
as part of the Corporate School and the Management Acaur strategic partners in personnel training are the demy. This type of training for managers is practice-orination’s best universities, first of all those with an ented, involving on-the-job training only and as little inindustry focus. With each oil university, we have a terruption to operational processes as possible. For better
cooperation agreement to make sure everything related engagement of managers and more effective training,
to student selection with subsequent hiring, training and workbooks are provided based on mobile technologies
development at LUKOIL is handled quickly.
and augmented reality capabilities.
We have a variety of ways in which we cooperate with
Each LUKOIL employee is potentially a leader. Leadersuniversities. Basically we as a company make use of almost hip can and should be in place across all levels: functions,
all the opportunities legally provided for by laws and regu- processes, areas of business, projects, organizations, comlations on education. We are actively implementing so-called panies, and industries.
base departments at LUKOIL Group entities as a way to bring
A leader must have multiple personal qualities. Let me
the training process as close to the industry’s needs as po- list only four crucial ones. Firstly, it is a pro-active approssible, make it more effective, and attract talented students. ach, ongoing learning and development, mental
One of the most important methods and tools of engi- and physical mobility. Secondly, it is a
neering personnel training is the development of succes- holistic vision of the Company’s
A LEADER
sion. It is only through these tools that a company can operations (understanding and
spread knowledge and experience. Due to external factors, optimism). Thirdly, it is the
IS A DRIVER FOR
developing a true professional is always underpinned by ability to identify opportuniCHANGE THAT SETS
corporate personnel training.
ties where different areas
AMBITIOUS GOALS, IS
Individual development plans are in place for key ex- of expertise overlap, and to
WILLING TO TAKE ON MORE
perts and engineers. An entire array of the latest forms implement development
RESPONSIBILITY AND AIMS
of training is employed, including training sessions, MBA projects. And the fourth
FOR AN OUTSTANDING
schools, conferences, workshops, internships, mento- and final quality is being
PERFORMANCE
ring, and individual advice from international experts.
aware of what adjacent buFor those who want to grow professionally with our siness units do and enhanCompany, we have Career Lift, a project that helps fill va- cing cross-cutting links.
cancies internally using the capabilities of the corporate
Overall, implementing the
portal. The Company has a strong focus on e-learning as leadership vision requires a
an effective way to provide training, retraining and advan- gradual transition from a bureauced training to our employees.
cratic system of oversight, with its
To enable information exchange and transfer of lessons embedded carrot-and-stick approach, to a framework
learned, the Company has implemented its Corporate focused on employee motivation and commitment to
Knowledge Management System. The above mechanism active efforts, underpinned by strong tools of financial
makes it possible and disseminate best practices, and non-financial motivation.

T

O
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LOGIC OF NUMBERS
AND LOGIC OF WORDS

What knowledge base should management decision-making in a sectoral economy rely on? Of course,
one of the key factors is technology. Knowledge of technological processes specifically to a particular
branch of material production is a fundamental basis for effective managerial decisions. The branches are
different, and management decisions therefore must be differentiated depending on the management unit.
And what else?
I would single out the triad «Mathematics — Philosophy — Economics». This is an interconnected system of
critical thinking, a kind of add-on above technology. But it seems to me that without this add-on the right
managerial decision cannot be formed.
In my opinion, the body of knowledge for a good industry manager can be graphically depicted as a double
tetrahedron — these are two three-sided pyramids that are closed along one of the planes. Total five peaks
of rigid construction.
One can imagine this «double tetrahedron» as a float in a sea of problems — the more stable it is,
the better. Each peak is a system of knowledge.

Dr. ANDREY
KONOPLYANIK,
Adviser
to Director General
of «Gazprom export» LLC,
Professor
at Gubkin University
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Andrey Aleksandrovich Konoplyanik is Doctor of Economics
(in International Energy), Advisor to the Director General
of “Gazprom export” LLC, Professor at the department of
International Oil and Gas Business at Gubkin University
(Moscow, Russia), a Russian co-chair of the Work Stream
2 «Internal markets» of the Russia-EU Gas Advisory
Council. Honorary fellow at the Centre for Energy,
Petroleum and Mineral Law & Policy, University of
Dundee (Scotland), Associate Member of the Center for
Energy Law, University of Aberdeen (Scotland) and the
Institute of Energy of South East Europe (Athens, Greece).
Previously, Deputy Minister of Fuel and Energy of Russia
(1991-1993), head of the group of drafters of Russian
legislation «On Production Sharing Agreements»
(1993-1997), Executive Director and member of the Board
of Directors of the Russian Bank for Reconstruction and
Development (1996-1998), Deputy Secretary General of
the Energy Charter Secretariat (2002-2008).
www.konoplyanik.ru
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The Benefits of Critical Thinking
Mathematics is the logic of numbers. Philosophy is
the logic of words (inferences). And the economy in this
coordinate system can be characterized as a science that
operates both with the logic of numbers and the logic of
words, that is, a junction that connects mathematics with
philosophy.
I should note that in Western educational practice, the
subject «Philosophy» today often stands for «Сritical
Thinking». In my opinion, critical thinking is necessary
for the formation and effective existence within the
framework of civil society, as well as for the adoption of
effective managerial decisions, including the sectoral
economy.
Any economic development (whether at the level of
a country, corporation or family) can be represented as
a stream (constantly replenished, updated, moving
forward) of investment projects: some of them are being
launched and begin their production cycle, others go to
its final stage and having fulfilled their mission, they
complete the life cycle and are being eliminated.
Therefore, an understanding of the life cycle of an
investment project is, in my opinion, the basis of
effective management as a prerequisite for effective
economic development (and again: whether at the level
of a country, corporation or family).

gas industry — the company subsoil user) with numerous counterparties. Such agreements are built on the
principle of «if — then»: the parties agree on how their

IN WESTERN EDUCATIONAL PRACTICE,
THE SUBJECT «PHILOSOPHY» TODAY OFTEN
STANDS FOR «CRITICAL THINKING»

behaviour transforms in case of any changes in the
internal or external environment of the project. All this
is necessary to increase transparency and predictability
of the actions of participants, to minimize risks associa-

ISSUES OF THE FEASIBILITY STUDY
OF THE PROJECT BELONG TO THE AREA
IN WHICH THE QUANTITATIVE ECONOMY
(ECONOMY OF NUMBERS, CALCULATIONS)
IS DOMINANT. MATH DOMINATES HERE
( THE LOGIC OF NUMBERS)

Algebra and Harmony
Any investment project has two interconnected
components. Firstly, this is a feasibility study, which
calculates the optimal project performance for various
external and internal conditions that may change over
time. Secondly, a package of legally binding agreements
of the operator of the investment project (in the oil and

ted with uncertainty (for which you need to create
reserve funds, uncertainty increases the cost of borrowing, etc.).
In the field of natural resources development, which
include oil and gas, the most important external player

Russia, being historically a key foreign energy supplier to Europe, is very closely connected with
the European countries by ties of energy cooperation, based on the capital-intensive immobile
cross-border energy infrastructure which econopmically predetermined a long-term cooperation
and is an objective technical fundament for joint (common) energy space which I call "Broader
«Broader
Energy Europe". This means, the space of «Broader Energy Europe» is not limited to the frameEnergy Europe»
work of the European Union or geographical Europe. Besides Russia with its European and
Asian parts, it also involves countries of Central Asia, the Middle East, North Africa — the regions involved in the supply of different energy resources, including oil, pipeline gas and LNG.
This leaves its mark on the practice of arranging the legal field. It — ideally — should be the
same for states united by a cross-border capital-intensive stationary (immobile) infrastructure.
We have to deal not only with creating a favourable investment climate for domestic and foreign investors at the level
of national legislation, but also discussing issues related to optimizing the legal field at the interstate level. While
improving the legislation, we have to take into account the realities that exist in other countries. In turn, our features
are also taken into account abroad. Previously, when most of energy trade was done on the border and cross-border
energy investment were insignificant, they paid little attention to it, now the situation has changed with internationalisation and globalisation of energy trade and investment.
Taking into account the differences in the investment climate of different countries becomes an everyday necessity.
Russia, the country with the richest energy resources, and the EU countries, whose economies are in need of these
resources, have to reckon with them. After all, we are tightly interconnected and are constituent parts of this
capital-intensive stationary (immobile) cross-border infrastructure uniting different jurisdictions. This is why international law has been growing in importance to balance different risks and uncertainties, as they are seen from the
different ends of the cross-border energy value chain, and to diminish them to the tolerable level mutually appropriate
for different sovereign jurisdictions within this chain.
4/2019
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A. Konoplyanik’s
“double tetrahedron”
of knowledge.

for an investor (subsoil user) is the host state — the
owner of the subsoil.
Issues of the feasibility study of the project belong
to the area in which the quantitative economy (economy
of numbers, calculations) is dominant, based on
engineering/techno-economic and financial-economic
sciences. Math dominates here (the logic of numbers).

YOU CAN SPECIALIZE IN
A «QUANTITATIVE» OR «BEHAVIORAL»
ECONOMY, BUT YOU MUST
UNDERSTAND THAT BOTH
APPROACHES ARE TWO SIDES
OF THE SAME COIN

The issues of preparing a package of various legally
binding agreements belong to the area in which
the motivational (behavioural) economy is dominant,
based on financial, economic and legal sciences. It is
dominated by philosophy (the logic of words). The
agreements describe the rights and obligations of
project participants necessary to achieve the result
outlined in the feasibility study. They also formalize the
tendency of participants to take certain actions in the
event of certain changes leading to deviations from
the programmed result.

36

future leaders

It is in this sense that economics (in my opinion, a
purely applied discipline, especially with regard to the
implementation of investment projects) is a system applied integrator of mathematics and philosophy — purely
abstract, at first glance, sciences.

Calculations and Motivation
So, we can distinguish two economic approaches to
decision making: quantitative and behavioral. In the first
case, calculations are at the forefront (the argument
known in industrial practice as: «calculations have shown
that...»), in the second case, motivational considerations
(the tendency of participants to rational behavior in
certain circumstances).
On the one hand, feasibility studies, on the other hand,
regulatory, contractual regulation, consolidation of a
system of reasonable actions aimed at achieving a result
justified by calculations. You can specialize in a «quantitative» or «behavioral» economy, but you must understand that both approaches are two sides of the same
coin, two parts of a whole aimed at achieving successful
managerial result.
For those who intend to deal with the quantitative
economy, it is important to have a serious level of
engineering and economic as well as financial and
economic education. This theoretical knowledge is
necessary in order to understand the logic of numbers
well. Indeed, in order to agree with the argument «the
calculations showed that...», it is necessary to understand and agree with the system of assumptions

public lesson
underlying these calculations — the devil, as you know,
is in the details. And in order to understand them deep
comprehensive knowledge is required.
In the field of behavioral economics, financial and
economic knowledge is also important. But legal education is also necessary — it helps build a system of
motivation and develop the «rules of the game» that are
attractive enough for the state and at the same time
stimulate investors to finance and develop a particular
project and achieve the best results.
In other words, a behavioral economy helps to build
balanced rules aimed at achieving mutually acceptable
results, within the restrictions set by any legislation
(whether national or international law). Moreover, it is
extremely useful here to have sufficient technical
knowledge, in order not to try to create motivations that
contradict, for example, the laws of thermodynamics or
the resistance of materials.
As you can see, for making balanced decisions, an
integrated approach is required, involving the use of a
wide range of available tools. In this connection, an
important role is given to philosophy as a field of
knowledge that uses critical thinking, which is useful
from the point of view of forming a realistic approach
to assessing the trends and prospects of an investment
project. Indeed, it is through the implementation of
investment projects that economic development is
carried out.

Accounting and Investment Approaches
In practice, two approaches to the formation of the
investment climate manifest themselves: conditionally —
«accounting» and «investment» approach. Adherents of
the first approach seek to collect taxes «to the
maximum» — «here and now». I note right away that
in a healthy economic environment, the pragmatic goal
is to achieve not «maximum», but «optimum», reflecting
the balance of interests of different participants.
Typically, hydrocarbon production projects have
very long life spans of several decades. At the same
time, the main investment load lies on the project at
its early stages, when the field is just being developed,
and its production and marketing infrastructure is
being formed. At the same time, the main revenues
from the project occur in its later stages. And these
revenues come unevenly, due to the well-known
«bell-shaped» nature of the production curve (growth,
peaking, stabilization, decrease).
Therefore, the tax burden on the project must be differentiated. It should be eased in the early stages of the
project (a period of high costs and low incomes). And
the main tax burden, which allows extracting the bulk
of the natural resource rent in favour of the state —
owner of the subsoil, should be at the stage of maximum
production, when the main investment has already been
made. It is very important, as in the marathon race, to
correctly distribute the forces and pace. The fiscal
regime should also help in this, since paying taxes (deductions for the state to exercise its functions — responsibilities delegated to it by the citizens of the country)
is an inevitable duty of each economic entity.
It must be admitted that during the development of
oil and gas fields, maximizing taxes for each year creates

negative incentives for the project as a whole. Do not
forget that the life cycle of an oil and gas project is much
longer than any electoral cycle. Therefore, the desire of
officials to collect maximum taxes «here and now»,
during their stay in the office, in the government, can
not only negatively affect the overall economy of
projects, but also raise doubts about the integrity of such
aspirations.

Double Tetrahedron
for a Manager
In my opinion, the body of knowledge for a good
industry manager can be graphically depicted as a
double tetrahedron — these are two three-sided
pyramids (four-faced polyhedrons) that are closed along
one of the planes. Total five peaks of rigid construction.

A BEHAVIORAL ECONOMY
HELPS TO BUILD BALANCED RULES
AIMED AT ACHIEVING MUTUALLY
ACCEPTABLE RESULTS

One can imagine this «double tetrahedron» as a float
in a sea of problems — the more stable it is, the better.
Each peak is a system of knowledge. The base surface
is the triangle «economics, finance, law». The bottom
(reference) peak is «engineering / technology». These
four peaks are in a relatively homogeneous (within the
framework of my analogy — in the «marine») environment. The top peak is «politics». And the stability of the
«float» is achieved both by the breadth of the base
surface (coverage of knowledge in the field of economics, finance, law) and the depth of knowledge in the
field of industrial engineering / technology (the deeper
this knowledge, the lower «under the sea level» the
centre of gravity of the float is located, the more stable
the whole structure is).

IN PRACTICE, TWO APPROACHES
TO THE FORMATION OF THE INVESTMENT
CLIMATE MANIFEST THEMSELVES:
CONDITIONALLY  «ACCOUNTING»
AND «INVESTMENT» APPROACH

This image reflects my personal «picture of the
world», formed as a result of my professional evolution
and as part of the evolution of my ideas about the necessary professional knowledge for the type of activity
that I have to do in life — finding a balance of interests
of different participants (whether the state — the owner
of subsurface resources and a sole or collective investor-subsoil user, or a multilateral interstate community — see «Broader Energy Europe») to minimize the

4/2019

37

public lesson
risks of trade and investment activities for the implementation of investment projects in the energy sector.
The formal education that I received at the Faculty
of Energy at the former S.Ordzhonikidze Moscow Institute of Engineering and Economics was subsequently
supplemented by knowledge in the field of world energy
acquired during my work at the Institute of World
Economy and International Relations (then IMEMO USSR
AS, now IMEMO RAS named after E. M. Primakov).

IN A HEALTHY ECONOMIC
ENVIRONMENT, THE PRAGMATIC
GOAL IS TO ACHIEVE
NOT «MAXIMUM», BUT «OPTIMUM»

Moscow Institute of Engineering and Economics,
having passed a series of transformations, has now
become the State University of Management. Apparently, now it is transferring to its students some additional,
new «competencies». It is a pity that at the same time,
it irrevocably lost (having voluntarily or involuntarily
destroyed) that «pyramid of knowledge» that existed
before the introduction of various management disciplines into the curriculum.

DURING THE DEVELOPMENT
OF OIL AND GAS FIELDS, MAXIMIZING
TAXES FOR EACH YEAR CREATES
NEGATIVE INCENTIVES FOR
THE PROJECT AS A WHOLE

These disciplines are, of course, necessary and
important for specialists of a different orientation
(non-industry economy). For sectoral economists (including myself), this knowledge, apparently, is also important and necessary, but only if it is given in addition, and
not instead of anchor disciplines. Such anchor disciplines
were given by the «pyramid of knowledge» of the Moscow
Institute of Engineering and Economics during my training
there — in the early 1970s.

«Pyramid of Knowledge»
of the Moscow Institute
of Engineering and Economics
The «pyramid of knowledge» of the Faculty of
Energy at the Moscow Institute of Engineering and
Economics (industrial engineer-economists for sectoral
branches, in contrast to the training of «broad-profile»
economists at other universities) was built on the basis
of a, firstly, thorough study of general education disciplines (mathematics, physics, chemistry) and general
economic disciplines (philosophy, political economy,
statistics), but most importantly — the theoretical
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foundations of special technical disciplines (heat
engineering, electrical engineering). Then, in the next
year, the equipment and technology of the fuel and
energy sectors were added: coal, oil, gas, electricity —
thermal (condensing power stations, cogeneration
thermal power stations), hydropower (hydroelectric
power stations, pump storage hydroelectric stations),
nuclear (nuclear power plants). From the third year, a
full-scale study of the economics of the fuel and energy
sectors, as well as finance, accounting, etc., began. And
already at the end, by the fifth year, additional/auxiliary
disciplines (scientific organization of labor, automated
control systems), as well as compulsory ones (so-called
“scientific communism”, etc.) were added as a «cherry
on the cake».
Such a stable pyramid of systematized knowledge
allowed me to remain within the framework of professional competence during the course of professional
evolution (and it took place all the time within the framework of the basic triangle «economy — finance —
law» in the energy sphere). However, for this I had to
(and still must today, because «if you stand still, you
lag behind») build up the missing knowledge, including
within and beyond my framework of the «basic triangle»,
by constant self-education.

Fifth Peak
But let us return to the «peaks». While with four of
them everything is clear from the previous reasoning, then
what about the fifth?
The answer is obvious. Non-renewable natural resources, which include oil and gas, are the basis of national
wealth for most of the countries that own them, the
basis of their sovereignty. Therefore, government
intervention in a resource economy is inevitable.
In the vast majority of states (there are few exceptions, one of them is the land territory of the United
States) the ownership of the subsoil belongs to the
state. Therefore, it, like any owner, has the right to
establish burdens not only on access to its natural
resources (up to a complete ban), but also on the mode
of their use. These rules govern the relationship
between the host state — the owner of the subsoil and
the investor (subsoil user) within the framework of the
sovereign-agent relationship. These rules undergo
changes over time, with the development of new
technologies, national and international law, generally
accepted standards of business practice and ethics.
They are sensitive to the evolution of markets and the
economic space they form. They are also influenced
by the constantly changing external regulatory environment for any investment project, reflecting new,
constantly developing market realities.
In the «double tetrahedron», the political peak is directed upward and located in a different environment
(different from the sea — within the chosen metaphor
with a float). The more this peak is disconnected from
economic, legal, financial realities (rises above them),
the less stable position it creates for our «float». But
one cannot ignore these fluctuations, and cannot not to
react to them. Otherwise, what may be called «keeling
over» in the maritime industry — a float (the whole
system) may turn upside down and capsize.

forecasts and trends
Global demand for petroleum
products will slow down
According to McKinsey, in the near future, the commissioning of new oil refining
capacities will outpace demand growth. This will lead to a decrease in the level of refinery loading.
European utilization rates will fall below 70% by 2023. The prospects for Asia are strong in the long term,
but even here, by 2023, loading may drop below 73%, the movement to maximums will resume after 2030. At the
same time, favorable market conditions will support stable oil refining on the Gulf of Mexico in the United States.
The growth in demand for petroleum products is expected to slow down from the current level of 1.2% per year to
0.5% by 2035. But global refining capacities will be growing at the same pace — on average, by 1.2% per year (mainly in
Asia and in the Middle East), over the next 4-5 years, capacities will increase by almost 7 million barrels per day.
The growth of excess capacity will lead to a decrease in the utilization of enterprises in Asia and Europe until 2024.
This will increase interest in the markets of Africa, South and Southeast Asia — rapidly growing regions interested in
fuel imports. McKinsey suggests that for its own refining, these regions will replace Russian and Asian oil supplies
with lighter US and Middle Eastern crude.
McKinsey predicts a peak in oil demand by the 2030s, which is an earlier period compared to other forecasts.

LNG export will expand Russia's
capabilities in Europe
Europe’s dependence on imported gas is growing as domestic production declines. Russia has good
prospects for increasing gas exports due to its significant resource base with low production costs and proximity
to the European market.
According to Wood Mackenzie estimates, by 2035 Europe will need to import about 400 billion m3 of gas per year
(compared to about 310 billion m3 in 2019). Pipeline supplies from North Africa and Azerbaijan will provide about
50 billion m3 in 2035. For the remaining 350 billion m3, Russia will compete with LNG suppliers from other countries.
The development of the LNG sector has led to increased competition in the European gas market. In 2019, LNG
imports to Europe are expected to reach 71 billion m3, compared to 32 billion m3 a year earlier. LNG supplies to Europe
will continue to grow. Russia is interested in increasing pipeline gas exports to Europe. However, the EU opposes new
Russian gas pipelines to its markets.
Wood Mackenzie expects Russia to reconsider its traditional pipeline export model and switch to LNG. This will allow
Russia to strengthen its position in the gas markets of Europe and the world. Indeed, unlike pipeline gas, Russian LNG
is less likely to meet obstacles from Europe, given the flexibility of its supply.
Expanding Russia's export capacity through LNG will be cost competitive compared to new pipes and will
outperform LNG projects in other countries. Such an approach will allow Russia to optimally monetize significant gas reserves, eliminating the risks of European decarbonization and diversification.

Renewable energy is becoming
cheaper than fossil fuels
The commissioning of new solar photovoltaic installations will reach a record level this year, Reuters
reported citing data from the Wood Mackenzie consulting company.
The capacities of new solar photovoltaic plants are expected to grow by 114.5 GW in 2019, improving last year's
result by 17.5%.
Wood Mackenzie analysts believe that in the early 2020s, the capacity of new solar installations will increase annually by
approximately 125 GW. By 2024, China, India and the United States will account for more than half of all solar installations.
A study conducted by the International Renewable Energy Agency showed that in 2020, the electricity generated
by ground-based wind and solar photovoltaic systems will be always cheaper than the production of power plants
using any fossil fuel.
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Decarbonization of Europe —
a chance for oil industry workers
By 2050, the EU plans to reduce greenhouse gas emissions by 80-95% compared to 1990
levels, which implies an almost complete decarbonization of the economy. So far, about a quarter of this
path has been covered.
Goldman Sachs considers electrification to be the most effective direction for achieving the goal. The expansion
of energy capacities will allow electrification of more industries, transport, and public heating systems.
In the near future, the conversion of power plants from coal to gas is relevant, since coal now accounts for about
45% of CO2 emissions. Subsequently, an almost complete elimination of fossil fuel power plants is expected.
The decarbonization course opens up new opportunities for the largest oil companies in Europe, which are aspiring to
become Big Oils. Already, about 50% of their investment are aimed at clean energy projects (including gas).
The competitive advantages of the largest oil companies are economies of scale, vertical integration, a strong financial
position, willingness to take risks, and the ability to manage energy supply in complex and unregulated markets.
Recovery of profitability due to scaling, concentration and standardization ensures the growth of profitability of
the traditional oil and gas business and expands the opportunities for investment in low-carbon projects.

Southeast Europe replaces
coal with clean energy
Agora Energiewende has published a study on the prospects for energy supply in South-Eastern Europe
until 2030. The authors consider the optimal solution to reduce electricity production by burning coal by about 60%
while doubling wind and solar generation. In addition, it is proposed to have several hydro and gas power plants as
part of the regional energy system.
Agora Energiewende expects that by 2030 the share of renewable energy in the generation of Southeast Europe will
reach 50% (in the EU as a whole — 55%). It is estimated that the sun and wind will provide nearly 70% of the region’s
need for renewable energy.

LNG prospects as bunker fuel are optimistic
International Maritime Organization (IMO) regulations restricting the presence of sulphur in marine
fuels encourage the use of LNG as a bunker fuel. However, this path will not be fast.
Experts express their opinions about the limited possibilities of using LNG as a marine fuel. It is advisable to
use LNG for container transportation on fixed routes, but it may not be acceptable for dry cargo carriers and tankers
(except for tankers for LNG transportation) due to the underdeveloped LNG bunkering infrastructure. Switching of existing
vessels to LNG will require significant modernization, which also reduces the attractiveness of this option. This was discussed by the participants of the 3rd annual S & P Global Platts conference on bunkering and shipping in Asia.
Although LNG bunkering is gaining momentum, the share of LNG in the global structure of bunker fuel by 2030
will not exceed 10%. But this is only the first step. As LNG emits 90% less nitrous oxide than heavy marine fuel
oil, the attractiveness of using LNG as a marine fuel will increase.
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