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Analysis for Conditional Loan System on
Overseas Oil and Gas E&P Project

ABSTRACT

Jihyo Kim" and Yoon Kyung Kim™

The conditional loan system aims to promote the firms’ participation
in the exploration projects and thus, to carry the overseas resource
development forward. Applying a tobit model, this study analyzes
whether the conditional loan system has contributed to promoting the
overseas oil and gas exploration projects from 1983 to 2011. The
empirical results show that 1% increase in the loan yields both 0.5%
increase in the number of exploration projects and 1.1~1.3% increase
in the number of exploration projects where Korean firms participate as
operators. However, increases in the firm own investment do not have
significant impacts on increases in the number of exploration projects.
These results mean that the conditional loan system plays a key role
in the decision-making of a firm and that this system effectively
induces the participation as an operator. Thus, the conditional loan
system is valuable from the perspective of its own purpose.
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