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If you were a historian in 2050 looking back 
to the oil industry today, what would you 
pick out as the big points to remember? As 

described in my new book Burn Out: Endgame 
for fossil fuels, I would pick out three long-term 
structural changes that have changed the game. 

The first point is that the commodity super 
cycle is over. Oil at $50/bl is a very high price 
in historical terms and it will probably carry on 
gradually falling over the next decade, as it did 
for 100 years between 1870 and 1970. There is no 
correlation in economic history between the idea 
that when oil demand goes up price necessarily 
rises. Two world wars in the twentieth century 
and the price did not rise. It probably will not in 
the future. 

The second big point is decarbonisation. It is 
not going away. Investments are being made 
and technologies are being developed. The next-
generation of solar technologies will especially 
be game changers. 

This leads onto the third point; technology. We 
are in the midst of the digitalization of virtually 
everything. The revolution covers computers, the 
internet and wider technologies and has only just 
begun. Think robots, 3D printing and artificial 
intelligence. Ask what that does to the vast 
swathes of middle class activities that currently 
take place. Robots in Detroit are just as good as 
Shanghai, so we are going to see lots of reshoring 

happening. Trump may take the credit for it, but 
it is nothing to do with his policies; it is to do with 
fundamental demand for technological change. 

You might counter that technological change 
is already old news. But, I am old enough to have 
done my doctoral thesis on a typewriter with 
Tipp-Ex and carbon paper. If you told me there 
would one day be a fax machine, I never would 
have believed it. I asked my students about fax 
machines and they said: what is a fax machine? 
The technological transformation is still only just 
gaining traction – there is so much potential. 

Living with $50/bl oil in a world of rising 
populations is not going to be a picnic. If you look 
around the Middle East, many countries assumed 
$100/bl would remain the norm and they spent 
the proceeds. For companies and countries – 
they are often synonymous – the big challenges 
come with thinking about how to react to the 
new reality. Oil today is worth more than oil 
tomorrow and it makes sense to pump it now, 
especially if you have got budgetary pressures 
and fast population growth. 

OPEC may have cobbled something together 
with non-OPEC countries for six months. But, 
this is a temporary dam and it is very likely to 
fail. If you look at the potential production of Iran 
and Iraq, let alone everybody else, the scope for 
cheating and output expansion is considerable. 

What should companies do? It is a complex 
outlook. If you are a rational shareholder looking 
at an international oil company (IOC), you would 
say “harvest-and-exit”, crash the CAPEX, pump 
out the dividends and take out as much as you 
possibly can as the company eventually comes 
to an end. Managers never “harvest-and-exit, but 
that is the obvious thing to do. 

With the national oil companies (NOCs) in 
Middle East and elsewhere, they are trying to 
diversify. But, what are they going to diversify 
into? What is their competitive advantage, bar oil 
and gas? They might 

have a bunch of consultants telling them that 
if they sold a chunk of their oil companies, they 
could certainly become good in lots of other 
industries. The consultants would perhaps say 
that it is just a question of shifting the capital 
from here to there. Keep in mind that consultants 
enjoy enormous fees. Forgive me for some 
scepticism. 

There is little doubt that the historian who in 
2050 looks back at the oil industry today will 
have the luxury of being able to see who got it 
right and who got it wrong. Those who think that 
we are in for another big hurrah of high oil prices 
and wide profit margins…I bet that it is they who 
the historians will call the losers.  That is what my 
book, Burn Out predicts. n


