ABSTRACT

PETRONAS is a fully integrated oil and gas company, wholly owned by the Malaysian

government. It is the largest corporation in Malaysia, with total assets of RM 139 billion
at March 31, 2001. It was incorporated in August 1974 and derives its powers from the

Petroleum Development Act, which vests in it the ownership and powers of exploring

and obtaining petroleum onshore and offshore Malaysia.

Over they years, PETRONAS has grown from strength to strength to become a fully
integrated petroleum corporation, involved in a wide spectrum of petroleum activitics.
Currently its business activitics range from upstream exploration and production of oil
and gas to downstream oil refining; marketing and distribution of petroleum products;
trading; gas processing and liquefaction; gas transmission pipeline operation; marketing

of liquefied natural gas and other operations, both locally and internationally.

This study is aimed to find out how PETRONAS has managed to acquire and develop its
technological capabilitics in the upstream sector of the petroleum industry. In its 28 years
of operation, PETRONAS has grown into a successful oil corporation with business
interest in more than 20 countries and is also listed in the Fortune Global 500 as one of
the largest corporation in the world. Its transition from being a technological novice to a
well-respected global player did not happen by chance. This study is aimed to find out
how this transition took place, especially in PETRONAS’ core business, which is the

upstream scctor where oil production is concerned.
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This study employed the case study method to find out how capabilities was acquired and
developed in the upstream sector. Many literatures are discussed regarding technological
capabilitics and also mechanisms to develop and acquire capabilitics. The case studics
cover the two most important aspect of the upstream petroleum sector, which is the
exploration and production division. The case studies revealed the learning efforts and
technology accumulation efforts which was undertaken by PETRONAS to enhance its

technological capabilities.

The findings of this study show that PETRONAS has adopted deliberate and sustained
cfforts to gather and develop technological capabilities. Many methods of technology
capability development mechanisms were used, such as smart partnerships, acquisition of
companies, the use of expatriates and other mechanisms to acquire capabilities, which led

10 its success.



