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IN THE BEGINNING .....
THERE WAS EXTRAPOLATION

Demand
for oil

The oil shocks were
little blips in a more
powerful trend

AND THIS CAN BE A 
POWERFUL LEVEL OF
UNDERSTANDING
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BETTER PREPARED FOR LOW PROBABILITY HIGH 
IMPACT EVENTS



4

In 1990 who predicted: 

Elected east European ex-
communists leading their countries 
into the EU
A European civil war with 200,000 
dead and ethnic cleansing
Mapping of genome completed
The US economy rebounded
Japan in a 12 year slump
Half a billion Internet users
Terror attacks in US
France, Russia and China allies 
against US

LESS TRAPPED BY CONVENTIONAL OPINION



US$/bbl (1990)

Oil Prices Have Not Followed 
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Scenarios versus forecasts

The Present The Path The Future

FORECAST

Current
Realities

(mental maps)

Multiple
Paths

Alternative
Future Images

SCENARIOS
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How intelligence supports strategyHow intelligence supports strategy

Understand macro environment

Scenarios

/ Shell’s 
CVP

CVP of competitors
Competitor 
IntelligenceCustomer 

Intelligence

What does Market want?
Who provides & how?

How can Shell differentiate?

Focus

Value

Shell’s strategic 
differentiators

owing the range of uncertainty

Social

Political

Economic

Environment

Technology

Risks Strategy

Narr
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Different Scenario Levels

S cen  M eth od  P ack1 .p p t

B rin g in g  S c en a rio s  to  th e  B u s in e s s

C o u n try Is su es
C o m p etitio n  e tc .

C o m p etitio n
P rice  &  m a rg in
tre n d s
T e ch n ic a l &
m a n a g e m en t
risk

Im p lic a tio n s  a t
c o u n try o r
b u s in ess  le ve l

Im p lic a tio n s  a t
p ro je c t le ve l

G lo b a l
S c en ario s

G lo b a l S tra teg ies
G en era l tren d s

F o cu s ed
S c en ario s

P ro je c t
S c en ario s

C o u n try o r
B u s in e ss  
S tra teg ie s

In ve stm en t
d ec is io n s
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Capitalising on uncertainties: 
scenarios at Shell

1970s
Methodology 
development

1980s
Integration into 

Corporate 
Strategy

1990s
focus on 
external 

stakeholders

2000s
Integration 

into Business 
Strategy

Global scenarios 
are used to develop 
focused scenarios on 
specific business 
initiatives

Scenarios are used 
systematically to test 
business strategy 
robustness

Internal and 
external publication

Scenarios involve external 
stakeholders & incorporate 
their views

Deeper analysis of social 
trends and environment 
change

Internal and external 
publication

Workshop with business 
units & externals

Broadly based global 
scenarios

Energy focus is 
combined with political 
and economic analysis

Internal publication 
only

Workshop with 
business units

Pioneering of 
scenarios to prepare
the organization for 
uncertainty and change

Focus on energy 
markets (oil)

Internal publication 
only

PEOPLE &  
CON N ECTION S

TIN A: THERE IS N O 
ALTERN ATIVE

TRAN SITIONTHE RAPIDS 
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History as a Predictor of the Future

σ µ

Historical behavior of 
source uncertainty

σ µ

Potential future behavior 
of source uncertainty

Discontinuity

Endogenous 
factors

Exgogenous 
factors

σ µ

Historical behavior of 
source uncertainty

σ µ

Historical behavior of 
source uncertainty

σ µ

Potential future behavior 
of source uncertainty

σ µ

Potential future behavior 
of source uncertainty

Discontinuity

Endogenous 
factors

Exgogenous 
factors



11

Historical Gas Prices in the US (Henry Hub)
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Qualitative Causal Thinking

CCGT emerges 
as the better 
generation 
technology

More 
investment in 
CCGT plants

Increase in 
demand for 
natural gas

Natural gas 
price increases 
and becomes 
more volatile

Cheaper US 
gas reserves 

deplete
People are 
becoming 

more health 
conscious

US States adopt 
greengas reduction 

policies for 
powerplants

Natural gas is 
favoured over 

petroleum as fuel 
for power plants Natural gas is 

favoured over 
alternative fuels for 
domestic heating

CCGT emerges 
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generation 
technology
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gas reserves 
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People are 
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conscious

US States adopt 
greengas reduction 
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powerplants

Natural gas is 
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petroleum as fuel 
for power plants Natural gas is 
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alternative fuels for 
domestic heating
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