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Thank you.  Good morning..

In a world of energy challenges and economic 

uncertainty, it’s important that we fully leverage all of our 

assets.  For those of us in the energy business, the strong 

ties between Canada and the U.K. certainly qualify as a 

valuable asset.  I applaud the Energy Roundtable for 

exploring and encouraging this connection… and I am 

pleased to be a part of this important discussion.

This morning I would like to provide some context for our 

conversation by sharing my perspective on the global trends 

that are affecting us all.  

Two major trends stand out – economic turmoil and 

energy transition.  The economic turmoil is short term, and -I 

hope – coming to an end.  The energy transition is much 

longer term and just getting started.  [PAUSE]



We are at the beginning of a fundamental shift in the 

world’s energy system.  As we move through the 21st 

century, global economic output must become less energy 

intensive, and impose fewer burdens on the planet’s 

ecosystems:  A growing percentage of the world’s energy 

will come from renewable sources.  We’ll see a greater 

variety of transportation fuels, including biofuels, electricity 

and hydrogen.  And everything from cars to homes will be 

more energy efficient than what we know today.

This transition will be difficult…..but the world has seen 

similar transitions in the past and the lesson is that with the 

difficulty comes great opportunity and progress.  Take for 

example the transition from burning wood as fuel to 

coal….the change that underpinned the industrial revolution 

in the eighteenth and nineteenth centuries.  

It will take decades of hard work to complete these 

changes.  If it is going to become a reality, industry and 
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government will have to coordinate their agendas, and make 

sound policy and investment decisions.

Importantly, even if we are successful in making this 

shift, it will not end the predominant role played by oil and 

gas in our energy supply.  They will still be needed and 

necessary – in fact, more than ever.  But we will need to find 

more effective and efficient ways to produce and use them.

We are making this energy transition because 

governments and industries around the world face a 

tremendous challenge:  meeting the growing need for more 

energy while emitting less CO2.  This challenge has been 

made more difficult by a global economic downturn of 

historic proportions.

The latest International Monetary Fund report estimates 

that global GDP fell by an unprecedented 5% in the fourth 

quarter of 2008.  This decline was led by advanced 

economies, which contracted by about 7%.  In the euro area, 

the decline was around 6%, while in Japan, it plummeted at 
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a post-war record rate of 13%.  In the U.S., the decline was 

6%.  It is also estimated to have fallen by 5.7% in the first 

quarter of 2009.  This marked the first time since the Great 

Depression that U.S. GDP has declined by more than 5% for 

two quarters in a row.

According to the latest IMF forecast, on an annual 

average basis, overall global economic activity is expected 

to contract by ½ to 1% in 2009.  To put that in perspective, it 

will be the first time global activity has contracted in 60 

years.

The impact this slowdown had on the energy business 

was as devastating and swift.  When the economy fell off the 

cliff, energy demand followed.  Oil prices basically halved 

from more than $120 a barrel a year ago, to just below $60 

per barrel in the second quarter of 2009.  Refining margins 

are down in all regions versus year-ago levels.  Demand and 

margins for chemicals also are down in the face of a very 

tough economic environment.
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But as the economy recovers, energy demand will 

resume its long-term rise driven by the twin engines of 

population growth and economic development while new 

concerns caused by the recession will emerge.  

While Shell plans to keep its overall capital at a relatively 

high level in 2009, the same does not appear be true for the 

sector as a whole.  The International Energy Agency warns 

that investment in the upstream sector will fall by more than 

20% this year – a reduction of almost $100 billion. 

Investments in renewables are falling even faster – by 

almost 40% compared to last year.  Rising demand and 

falling investment points to new price spikes and volatility 

further down the road.

To sum up the unprecedented challenge faced by oil and 

gas companies – we need to build a more sustainable 

energy system… while keeping up global oil and gas 

supplies… and responding to the worst economic downturn 

since the 1930s.
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Fortunately, the transition to more a more sustainable 

energy supply is already under way.  A number of alternative 

energy sources are being developed and commercialized to 

be part of the solution.  The one that makes the most sense 

for Shell – that is closest to our core business – is biofuels.

Shell is one of the world’s largest distributors of biofuels. 

We also are a leader in the development of advanced, next-

generation biofuels, using non-food bio materials, alternative 

processes and high performance fuels. Our efforts include a 

partnership with a Canadian company called Iogen that is 

using enzymes to make ethanol from straw.  This 

partnership has operated a demonstration plant in Ottawa 

since 2004, and we are assessing the feasibility of a full 

scale commercial plant.

Shell’s scenario experts believe that renewable sources, 

including biofuels, could provide around 30% of the world’s 

energy by the middle of this century.  However, even if this 

scenario is fulfilled, that still means it will take forty years to 
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get there, and even then fossil fuels and nuclear will supply 

the remaining 70%.

Clearly, conventional oil and gas will continue to play a 

major role in our energy future for decades to come.  And as 

supplies of so-called “easy” oil diminish, the sources that are 

more difficult to produce will become increasingly important.

Canada’s oil sands are a good example.  They represent 

reserves of up to 175 billion barrels.  The U.S. Energy 

Information Agency believes that oil sands could account for 

around 6% of non-OPEC oil supply by 2030 – in a world 

where energy demand will rise dramatically, that’s a 

welcome addition.

The environmental challenges around oil sands are real, 

and they are difficult, and they must be addressed – but they 

should be seen in the right context.  Contrary to what some 

noisy NGOs advocate, oil sands are not off the scale 

environmentally.
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Admittedly, open oil sands mines are not attractive to 

look at.  But the mining areas can be restored once 

production ends.  And the entire mineable area is only one 

one/thousands  of the Canadian boreal forest.  In an A4 

sized satellite image of the boreal forest you would need a 

magnifying glass to find the mines.

Total greenhouse gas emissions from the oil sands 

industry are roughly 33 million tonnes. This equals about half 

of a percent of total U.S. emissions and 5% of Canada’s 

emissions.  In fact, the world’s three largest coal-fired power 

stations each emit more CO2 than that.

Studies commissioned by the Alberta Energy Research 

Institute show that gasoline—petrol on this side of the pond-- 

from oil sands produces between 5% and 15% more CO2 

than conventional petrol, when measured from “well-to-

wheel.”  This is a meaningful number, and one that we’re 

working hard to reduce.  But to put it in context, it is  a much 

smaller difference than that, for example,between the 
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average European and North American car – which is 

around 40%.   

Mining bitumen is very effective; bitumen recovery can 

be double that of conventional light oils from wells. With 

convention oil production you extract the oil and leave the 

rock underground—along with a significant amount of 

unrecoverable oil.  But with oil sands, you take the rock with 

you, extract the oil, and put the clean rock back.  This takes 

energy but gets nearly all the oil.   With technology 

innovations and operational improvements, average 

emissions per oil sands barrel have gone down by 38% 

since 1990.  CO2 Capture and Storage – CCS – could further 

reduce emissions.

Shell is the third-largest oil sands producer.  In Canada, 

we are making good progress with the expansion of the 

Athabasca Oil Sands project, which will soon bring the total 

there to 255,000 barrels per day – shared between Shell and 

our partners.
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To help offset emissions, we have proposed a CCS 

project at our oil sands upgrader facility in Alberta that would 

capture up to 1.1 million tonnes of CO2 each year. That’s 

equivalent to taking 175,000 North American vehicles off the 

road. Or, by comparison, 245,000 European vehicles.

The Alberta government has selected this project for a 

letter of intent and a subsequent funding agreement. There 

are still many issues to resolve before a final investment 

decision can be taken. But these important first steps are 

moving Alberta and Canada closer to a place among the 

global leaders in CCS technology. And I believe CCS will be 

a key solution to solving the planet’s climate change 

challenge, both in the transportation sector, but importantly 

in the power generation sector where the challenge of coal 

fired power plants must be addressed.  The oil industry 

knows how to capture CO2 and how to put it safely 

underground and we look forward to contributing to progress 

in this area. 
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In taking these and other steps to address the world’s 

energy challenges, industry and government both have 

specific roles to play.

The first priority of industry should be to make the most 

of the world’s hydrocarbon resources.

We need to develop new technologies that help increase 

the amounts of oil we recover from producing fields, such as 

the North Sea – which today is usually no more than a third 

of what’s in the ground.  We also need new technologies that 

allow us to operate more cost-effectively in difficult areas 

such as deep water or the Arctic; or with unconventional 

sources such as oil sands.

Making the most of our resources also means taking a 

lead role in encouraging energy efficient among businesses 

and consumers.

The second industry priority is to reduce CO2 emissions 

from fossil fuels.  We need better processes; better products; 

better technology, and long-term, large-scale reduction 
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projects such as carbon capture and storage.  We also need 

mechanisms that price carbon emissions in a way that 

encourages the most economically efficient CO2 reductions.

Our third responsibility is to broaden the world’s energy 

mix – meaning more unconventional oil and gas, and more 

renewables.

Government priorities should include providing access to 

resources and secure supply lines; level playing fields and 

predictable regulatory and fiscal regimes, clear, consistent 

and fair climate policy frameworks; and the encouragement 

of energy efficiency, new technology, and conservation.

In order to prevent either an energy supply or a climate 

crisis, government and industry should coordinate their 

agendas to make sure sound policy and investment 

decisions are made – at the right time, for the right reasons, 

with the right outcomes.

This hugely complex task this will require imagination, 

determination, boldness – and cooperation on a global scale. 
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Communication and collaboration will be essential for 

success.  And forums such as this one, bringing together 

interested parties around a common goal, are needed, and 

welcome.

Calgary and London have a strong history of 

cooperation, as energy and finance centers.  The bilateral 

relationship of investment and cooperation they have 

developed is an outstanding example of the power of 

collaboration in addressing energy challenges.  We need to 

continue to encourage what has been done here, and try to 

emulate it in the rest of the world.

I look forward to the discussion.

Thank you.

# # #
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