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A long and illustrious history 1909 - 2009
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The energy industry is no stranger to 
challenges

Source: historic data from BP archives



The external environment is changing

Global

• Energy has become a public issue. 

• Growth in world population and economic prosperity leading to sustained energy demand. 
Emergence of China and India as major energy consumers.

• Energy consumers were showing resilience to high energy prices. But changed economic 
environment will have an impact.

• Resource nationalism and religious fundamentalism on the rise. 

Industry

• Increasing concerns about security of supply driving market behaviour.

• Politics remain stubbornly national. States and NOCs playing an important role in access to 
resources.

• Increasing scientific evidence on climate change leading to policy imperatives.

• Unconventional energy gaining importance on the basis of security of supply agenda.

• Industry reputation remains vulnerable despite lowering prices.



The carbon challenge
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The investment challenge

Cumulative investment in energy supply
US$ trillion, 2007 prices
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Reserves aren’t necessarily where you want 
them
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The supply of gas to Europe has its own 
challenges

Continued 
decline in North 
Sea output

Norwegian output 
plateau at 120-125 bcm?

Pace of development of 
next frontier of Russian 
resources?

Decline rate of existing West 
Siberian fields? Policy towards 
independents and oil companies?

Gas exports in competition 
with rapidly growing 
domestic demand

Asia competing for Russian 
resource and investment

Competition for Caspian/Middle East 
supply from Asia and Russia –
uncertain 4th corridor economics

Impact of Russian
demand growth on 
exports to 
Europe?

Algerian exports to 
plateau at 85 bcm?

Extent of demand 
decline in FSU?



Europe faces a major gas supply deficit by 
2015 – enter LNG ?
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So what about the UK?
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There is limited upside - 70% of identified 
resource base already produced
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A similar story for gas - 70% of identified 
resource base already produced
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Renewables have a long way to go
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The UK issues are now centre stage

• The market has prevailed to date

• But we are now a net importer

• Energy policy – emissions targets versus keeping the lights on

• Infrastructure investment – grid, pipelines, LNG terminals, storage 
facilities, CCS

• Fiscal encouragement for the North Sea

• Where’s the money going to come from?



There’s no immediate problem for the 
2009/10 winter
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Concluding Remarks

• Energy has become a massive public issue

• Trade-offs will have to be made

• Higher levels of investment than we have been used to are inevitable

• Hydrocarbons will become obselete before they become extinct

• National and international collaboration and partnerships are key


