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Introduction
In recent years, advocates of the view that the world is close to achieving the
maximum possible production of conventional oil, or has already done so, have
become more influential. They have also faced severe criticism. This paper looks
at reactions on the part of the major oil companies1 and the implications for rural
or isolated areas if oil supply becomes seriously reduced and thus expensive. I
begin by considering how corporations are likely to act during periods of stress.
Then I review the trends in production and supply of conventional oil to set the
stage for the controversial ‘peak oil’ interpretation. Next, I consider corporate
responses to the general issue before turning to some reflections about what may
happen in rural areas.
Perspective: expectations for corporate action in period of stress
This work looks at a particular moment in the history of complex networks of
social life and the interface of humankind with the material or natural world.
Hence, the explanation of corporate actions must be sought crucially at the level
of the driving forces that structure the network. The concept of network is more
appropriate than the more common system, because the former is less open to
reducing explanation to determination by structures. Networks are like systems
in so far as they have parts that interconnect and affect each other. The nodes of
the network, however, are not designed and have not evolved in order to meet
network needs. Thus, it is equally plausible to consider nodes of action as
responsible for changing network relations as much as for maintaining them.
Indeed, it is more sensible to consider networks as temporary structures subject
to negotiation among components and externally imposed conditioning.
Capitalism is a complex network of constantly emergent properties based
on the dynamic force of profit accumulation. Capitalists (whether individual
entrepreneurs or part-owners of corporations) own or borrow means of
production and hire the labour of others as cheaply as possible to produce goods
and services with the objective of selling them at a profit. They may reinvest all or
part of any profit with the objective of increasing wealth. This process depends on
free (unrestrained) markets in goods and labour to operate most successfully.
Capitalism functions on the related assumptions that perpetual growth is possible
at the aggregate level and that sufficient material resources will always be
available.
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Which companies count as majors may be disputed. In this paper, I include in
order of size as measured by sales ExxonMobil, Shell, BP, Total, Chevron and
ConocoPhillips. Some authors choose only the first three or five.

According to Marxist theory, capitalism eventually will collapse as a result
of increasing internal contradictions. Periods of overproduction relative to the
capacity of the market to absorb goods and services at a profit lead to (1)
concentration of means of production among those best equipped to survive
economic depression, (2) technological innovation that reduces costs (and the
need for labour), and (3) the development of new markets where possible. A
subsequent round of expansion and then partial collapse follows. Finally, the
extreme inequalities between owners and labour break the system in a
revolutionary process.
History been unkind to this Marxian model, which anticipates
revolutionary change in the most developed capitalist centres. This has not
happened. However, in the present period of global or mature capitalism, the
limits to extraction from nature and the scale of environmental degradation
generated by human production and consumption threaten the way of life built
around this dominant global capitalism. This constitutes the second
contradiction, one evident in the relatively neglected writing of Marx on nature,
but see such notable exceptions as Burkett (1999), Foster (2000; 2002) and
O’Conner (1998).2
What happens as the capitalist network unfolds depends on the relative
powers of various participants and on the interpretations of those who have the
capacity to define situations, at least for the time being. No person can speak for
or control the complete network, include states, firms, labour and consumer
organizations, inter-state organizations and various non-governmental
organizations. Increasingly, environmental pressure groups that work at
corporate, national, international, and even global scales are key components of
the overall network. Oil companies are important components in this larger
capitalist network and figure 1 depicts their location, indicating paths of influence
and exchange. The next step is to review basic data on oil production and
consumption.
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See also Wallerstein (2004) who provides a helpful neo-Marxist summary
except that he offers only passing commentary on the environmental source of
crisis. Parsons (1977) presents selections by Marx and Engels on ecology.
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Figure 1: The Energy Company Network
Trends in Production and Consumption
At first glance, data on oil production and consumption do not indicate a critical
supply situation, but we will see later how these figures are deceptive. As reflected
in figure 2, overall growth in oil production and supply was interrupted
somewhat in 1974-75 (following the OPEC embargo on sales to the US) and more
substantially in the second oil crisis that followed the Iranian revolution of 1979.
From the mid-1980s, production increased again with only minor interruptions.
For the world as a whole, average daily production of crude oil expanded
dramatically from 45,886,000 barrels daily in 1970 to a peak of 73,807,000
barrels in 2005 (figure 2). The term oil supply refers to crude oil plus natural gas
plant liquids, other liquids and additions (or losses) in the refining process (U.S.
Department of Environment 2007). Crude oil is increasingly supplemented by
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these additions, but the critical point is that a decline occurred in 2006, despite
high demand and high prices.

Figure 2: World Oil Production and Supply (thousand barrels daily).
Source: U.S. Department of Environment (2007).
The overall expansion of oil production masks several important changes
in the structure of the industry. Allowing for substantial yearly fluctuations, it is
still clear that OPEC production reached a peak in the 1970s and then plummeted
in the 1980s to a trough from which it gradually recovered. However, the 1979
volume was not reached again until 2003-4. By the early 1980s, oil from nonOPEC sources (excluding Russia) accounted for more of the world total and by
2005 still exceeded OPEC production. The former Soviet Union was already a
major world source of oil in 1965, but experienced a serious decline associated
with the upheaval involved in the overthrow of the Communist Party and the
introduction of a more extensive internal market economy after 1990 (figure 3).
By the early 21st century, Russian production was again on the rise and Russia,
indeed, was second only to Saudi Arabia in this regard.
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Figure 3: Oil Production for OPEC, non-OPEC and former USSR
Source: BP (2007).
Looking at the distribution of world production in more detail, several
trends with important socio-political implications are evident. Extraction of
crude oil in the USA reached its historical maximum in 1970. Even the opening of
the north Alaskan fields failed to reverse the subsequent decline with result that
the volume in 2006 was only 60.3 percent of the 1970 figure (BP 2007). Despite
increases in Canadian and Mexican production in recent years, the overall North
American total has been declining (figure 4). The Middle East took a long time to
recover from the Iranian revolution and later the Iran-Iraq war. However, by the
1990s, this region was again in a dominating position as a contributor to world
supply, with Saudi Arabia alone contributing 13.5 percent. Recent declines in
extraction from North Sea fields have been counteracted by increases in Russia
and several former Soviet states. In addition to well established production in
Nigeria, Algeria and Libya, Angola now contributes an increasing amount to the
African oil supply. Venezuela remains dominant in South America, while China
and Indonesia are the largest Asia-Pacific producers (BP 2007).
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Figure 4: Oil Production by Region, 1965-2007.
Source: BP (2007).
Estimates of reserves should be treated with scepticism, as there is a
tendency to exaggerate for various reasons, such as OPEC's allocation of quota to
members according to proven reserves. That said, BP's data give rise for concern.
Most informative is the ratio of reserves to annual production. This figure
indicates the number of years at current production levels until no more oil can
be extracted unless new discoveries are made. For the world as a whole, there
remain 40.5 years of supply on this basis. For North America, the estimate is 12.0
and 11.2 years, while for the Middle East countries another 79.5 years are
available. Moreover, for the period 2003-6, consumption appears to have
exceeded production, which is only possible by drawing on accumulated stocks
and various additives (BP 2007).
Somewhat separate from the issue of global supply is the regional
distribution of supply relative to consumption. As indicated in figure 5, the USA
and Asia are both seriously dependent on external supplies of crude oil. Given the
continued centrality of oil to their economies, coupled with the concentration of
claimed reserves in the Middle East, the reliability of supply must be a
fundamental political issue. This is also a core economic issue for the oil majors.
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Figure 5: Oil consumption as percent of production, 1965-2006
Source: BP (2007, my calculations)
Consumption patterns
World consumption of oil products naturally shows the same overall growth
pattern as the production data (figure 6). However, changes in the pattern of
final consumption by place and purpose are interesting. North America, Europe
and Eurasia consumed relatively less in the early 21st century compared with the
1960s, while other regions increased their share, especially Asia Pacific, which
rose from about 10 percent to almost 30 percent of the world total by 2006 –
virtually the same as North America. This latter figure reflects the
industrialization of China and India. By 2006, China alone consumed 8.9 percent
of the world’s oil for that year (calculated from BP 2007).
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Figure 6: World oil consumption by region, 1965-2006.
Source: BP (2007).
The USA is particularly important because it consumes about 25 percent of
the world's output of oil. In the 1960's, the USA was already a net importer, but
the expansion of consumption and the decline of domestic supply have made the
USA highly dependent on external sources of oil (figure 7). Although the belief
that the USA is at the mercy of Arabian suppliers appears to be widely held, the
import data do not back up this view for present conditions. In fact, South and
Central America, especially Venezuela, is the first among several regions that
supply US imports. The Middle East comes next tied with Canada at 16.9 percent,
closely followed by West Africa. Japan and other Pacific countries are much more
dependent on Middle East Oil (Calculated from BP 2007: inter-area movements).
As noted earlier, it is the source of future supplies that is the big problem.
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Figure 7: Oil production and Consumption, USA, 1965-2006
Source: BP Statistical Review of World Energy 2007
In the last three decades, transportation became more dominant as a final
destination for oil products, while non-energy uses (plastics and chemicals) also
increased. With almost 60 percent of oil allocated to transportation by 2005, it is
this sector, much more than power generation, which will bear the brunt of any
shortfall in the supply of crude oil (figure 8). In 1973, 24.7 percent of electricity
was fuelled by oil, but by 2005, oil’s share had dropped to 6.6 percent as natural
gas, nuclear generation and coal expanded (IEA 2007, p. 24, 33). These changes
leave electricity generation far less dependent on oil than in the past.
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Figure 8: Oil use by sector (%), the world, 1973 & 2005.
Source: (IEA 2007:33).
Will we run out of oil soon? Peak oil analysis
In 1956, King Hubbert observed that discovery and production of oil in the U.S.
followed a bell-shaped curve, with production about 20 years behind discovery.3
Thus knowledge of the rate of discovery allows reasonably accurate prediction of
future extraction; and discoveries are hypothesized to decrease as a function of
the total amount of oil that remains to be discovered.4 Hubbert estimated that oil
production in the mainland USA would peak around 1970, which indeed it did.
Building on this pioneering work, Hubbert and others (quite often
geologists formerly employed by oil companies) turned to calculating the future
of global oil production. Although there is disagreement about the quality of data
on reserves and technological advances have made it possible to extract more oil
from a given field than in the past, peak oil proponents note that production is
exceeding new discoveries, and that these discoveries become smaller on average
as time passes. Despite great investment in exploration, no super-giant fields,
capable of producing 600,000 barrels per day, have been discovered since 1968
(Hirsch et al. 2005:11). Thus, they expect that total world production will
necessarily reach a maximum based on what can be taken from known sources
operating at full capacity, probably around 2010 if it has not already occurred.
The uncertainty arises because the total amount of recoverable oil cannot be
stated exactly and future demand must be estimated. Optimists on oil supply
suggest that high prices will generate a successful round of new exploration and
3

For a clear description of Hubbert's method, see Deffeyes (2005:35-51).
Deffeyes (2005:39) argues that this simple explanation is robust and has not
changed substantially despite new technologies, deep-water drilling, and higher
prices.
4
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development of sites that were previously too expensive. Sceptics point out that
this will simply deplete the world’s finite supply even faster.
In 2005, the BBC reported widespread interest in peak oil analysis, which
received powerful support from a French government investigation that
predicted the peak in 2013; and late in 2005, the Swedish government was the
first formally to accept the validity of the theory (Olofsson 2005). A cautiously
worded report sponsored by the US government (Hirsch et al. 2005) favours
2016 as the likely peak rather than the more optimistic assessment of the US
Geological Survey, which selected 1936 (Deffeyes 2005:4). One of the best known
advocates of the peal oil approach, Matthew Simmons, drawing on U.S.
government data sources, claimed in 2007 that the peak has already been
reached – in May 2005:
…the facts point to the glaring and inconvenient reality that the May 3
2005 crude production represented an all-time high, even though it barely
exceeded 74 million barrels a day – 74,298,000/day according to the EIA.
April, May and December 2005 were the first three months in the 150-year
history of oil when the world ever produced this much oil. In July 2006,
global crude once more inched above the 74 million barrel a day highwater mark. No other monthly report before or since shows oil produced at
or above the 74 million barrel per day mark.
As months passed, the EIA revisions ended through 2006 data. As we near
the end of 2007, May 2005 is still the magical “moment in time” when
global crude oil peaked at 74.3 million barrels a day. Some miracle series
of new oil fields could suddenly be found and quickly brought on to
production, but the more time that passes, the less likely this is (Simmons
2007:2-3).
The prospect of running out of oil creates alarm because the world remains
heavily dependent on oil, which supplies over 40 percent of total energy (IEA
2007:29). There is no quick, economical substitute for this oil in the key
transportation sector, and past disruptions of supply have had serious economic
(and social) effects, although events such as the OPEC crisis of 1973-74 were
short-lived and did not imply that long-term supply was in danger due to natural
scarcity. Critics sometimes insist that peak oil analysis should be discounted
because some claims in the past did not materialize and because the world will
not run out of oil in the foreseeable future. However, supporters of the peak oil
position recognize that predictions depend on unreliable data and are affected by
both economic and geo-political events. Nor do they believe oil will run out soon,
only that maximum possible production is no more than a few years away at
most, and that decline must inevitably follow (ASPO no date; Deffeyes 2005;
Heinberg 2005; Hirsch et al. 2005; Robelius 2007).
Even a gradual decline of global oil supply, however, will have far-reaching
effects. Massive social disruption and wars over access to remaining oilfields are
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not out of the question unless effective planning and quick actions are taken to
reduce dramatically the consumption of oil products. This might lead to greater
reliance on coal (with serious consequences for global warming), gas hydrates
(also with serious global warming implications) and nuclear power (with
potential problems of radiation and long-term waste disposal) as well as
renewable energy sources.
Those who challenge the peak oil analysis, apart from company officials,
tend to be economists or representatives of international organizations.
Opponents have to accept that oil is a limited resource, but argue that there is no
need to be concerned in the next few decades because new discoveries and more
efficient technologies, as well as conservation, will allow the expected increase in
world demand to be met. Critics do correctly point to doomsday predictions,
which have been offered since mid-nineteenth century but have failed to
materialize (Bailey 2006), with the implication that the current concern is just
another of these pessimistic projections based on inadequate information.
Among the most prominent opponents is consultant Michael Lynch of Cambridge
Energy Research Associates (CERA) who treats peak oil forecasts with disdain.
He foresees an undulating plateau of production rather than a peak followed by
decline, and this plateau should not arrive for several decades (quoted in Bailey
2006:3). Indeed, CERA expects oil production at 108,000 barrel per day by 2015
with more growth to follow until at least 2020 (as quoted in King 2006:2)).
Lynch and other spokespersons for CERA defend their position in part by
expanding the definition of conventional oil to include tar sands, shale and even
liquified coal. They do not consider the modest net energy gains, the
environmental impacts and the consequences of the high prices at which energy
from these sources have to be sold.
The United States Geological Survey’s report (USGS World Energy
Assessment Team 2000) gets many favourable references from opponents of
peak oil. The core argument is that reserve growth and new discoveries have been
outpacing consumption; moreover, reserves are usually underestimated.
However, the USGS data come from 1995 and the report does not backdate
revised reserve estimates to the year of discovery (Karbuz 2008:3). Reserve
estimates in the key producing areas of Saudi Arabia (believed to have about 30
percent of reserves) and the rest of the Middle East surely cannot be trusted. It
may be argued (e.g., by Economides in Bailey 2006:3) that the Saudis would not
invest $100 billion in new production projects if they thought oil was running
out. However, this investment might be made based on optimistic assessments
that are not well grounded. Simmons (2005) is more compelling when, drawing
on geological engineering reports and interviews, he argues that Saudi
production is at or past its peak. Moreover, if there is no problem with Saudi
reserve estimates, then why do the Saudis prevent independent evaluation?
Perhaps the virulence of the debate in recent years is related to the fact that peak
oil analysts favour various forms of public intervention in order to plan effectively
for the end of “easy oil,” whereas opponents typically embrace an unregulated
12

market perspective and fight to deny positions that suggest that the market has
failed to produce public good or that it must now be constrained.
Corporate responses
How do energy company managers cope with the prediction that oil production
will peak in the next few years if it has not already occurred? No spokesperson of
any major company acknowledges that global production of oil and gas will begin
to decline by 2015. Officials of Total, who locate the peak about 2020, and
Chevron are the most pessimistic.5 However, many company spokespersons have
moved from disparaging, discrediting statements regarding peak oil to a new
position. They always reject any extreme suggestion that no more oil will be
available soon, as if this had been the claim of peak oil analysts,6 but recognize
that supply cannot keep pace with demand due to a combination of political and
technological factors that will prevent extraction of sufficient oil at current price
levels. Without using the word, they come close to the peak oil position.
ExxonMobil, the world’s largest producer, is also the most optimistic of
the majors. The company does not suggest that oil is unlimited, but the
company's web magazine rejects peak oil theory, claiming that reserves are ample
for many decades and new technologies will permit sufficient recovery to meet
growing demand (Anonymous 2006; also ExxonMobil 2006a). ExxonMobil
estimates that by 2005 less than one-third of the world's total supply of oil had
been consumed. Chief executive officer Rex Tillerson believes that the industry
can meet expected demand to 2030 of up to 116 million barrels per day – if access
to potential sources is open to the companies (Gold and Davis 2007). Faith in
technology is part of the ExxonMobil appeal, as in this 2006 statement by Mark
Nolan of EM Australia:
It is also important to note that as an industry and as a society we have
always underestimated the global resource base and the ability of
technology to extend both the life of oil and gas fields, and to find new
resources. We should not forget that we can recover almost twice as much
oil today as when we first discovered it over 100 years ago. And when you
consider that a further 10% increase in recoverability will deliver an extra
800 billion barrels of oil to our recoverable total we have reason to be sure
that the end of oil is nowhere in sight (Nolan 2006:6-7).
In such statements, there is no attempt to address the point that no giant oil
fields have been discovered in recent years. The reader is left with the impression
that peak oil is invalidated by the probability that much more oil will be extracted
in the future than in the past. However, the concern of peak oil proponents is that
5

This conclusion is based on an examination of company positions as indicated
on their websites between 2006 and February 2008 along with published
interviews.
6
This is not what the vast majority of peak oil forecasters claim.
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the annual demand will soon exceed the annual supply, despite the fact that oil
can be pumped for decades.
As recently as 2004, BP did not acknowledge any short or medium term
problem, as indicated in this statement about reserves by Lord Browne, the
company's chief executive:
At current levels of consumption, there are sufficient reserves to meet oil
demand for some 40 years and to meet natural gas demand for well over
60 years. On recent trends there seems to be considerable scope for proven
reserves (and production) to keep rising in Russia and elsewhere (Lord
Browne in BP 2004:1).
However, this optimistic vision does not account for increasing demands, or for
the geographical distribution of reserves in areas of political volatility and the
implications arising from that. Another problem is that estimates of reserves are
often increased above what the evidence supports as mentioned earlier. Two
years later, Browne maintained his position that oil supplies were secure when
interviewed by the German magazine, Der Spiegel. Asked whether he felt
promotion of the peak oil theory was “panic-mongering,” Lord Browne replied
that:
We don't have to be worried. There are still sufficient reserves out there.
Technological advances enable us to pump far more oil from a field than in
the past. We used to recover about 20 to 30 percent, now it's about 40 to
45 percent, and there is no good reason to assume that we shouldn't be
able to achieve 50 or 60 percent (Follath and Jung 2006:2).
Browne reiterated his confidence in new technologies and new discoveries
in Russia and West Africa, as well as development of the tar sands in Canada. Yet,
there are others in BP who do not stand behind this reassuring commentary. For
example, a BP official estimated total recoverable oil at 2.4 trillion barrels7 with a
peak that might be as early as 2010. This person noted that there was division in
the company with economists more optimistic than geologists (Orange 2004).
This statement rests on the belief that economists expect high prices to generate
greater investments in exploration and technology, while the geologists are
sceptical that major new discoveries are possible regardless of the motivation.
Chevron by 2006 had still not clearly stated an opinion on the future of oil,
but did promote discussion on energy issues through its interactive website
(www.willyoujoinus.com), which opens with the statement: "One thing is clear:
the era of easy energy is over."8 The various links in this site never mention the
peak oil claim and avoid strong statements, while emphasizing the need for
7

This is much lower than the US Geological Survey estimate of three trillion
barrels.
8
This was also part of a mass advertising campaign.
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conservation, efficient energy use and development of multiple sources.
Interestingly, Chevron acknowledges that most basins in North America and
Europe are in decline. Indeed, this website states that "Oil production is in
decline in 33 of the 48 largest oil producing countries"; hence, probably, the
willingness of Chevron to pay a high price for Unocal in 2005 in order to secure
more supply in the expectation that the price of oil will continue to climb in the
long-term, as well as its concessions to develop Hebron off Newfoundland.
Chevron has not offered a year for peak production, but Total executives
have suggested since 2003 that 2020 is a reasonable estimate. In June 2006, at
an Amsterdam conference, Thierry Desmarest of Total advised that "The capacity
of raising (oil) production is a real challenge ... if we stay with this type of
production growth our impression is that peak production could be reached
around 2020" (Bergin 2006). Apparently, Total has advised European states to
promote reduced consumption to help ease the situation. In sharp contrast to
ExxonMobil’s chief executive, Christophe de Margerie firmly stated in October
2007 that 100 million barrels per day were unattainable for both political and
technological limitations. He went so far as to say that other executives agreed
with him but not in public. In the past, all had been too optimistic (Economist
2008).
Although most companies and governments are unwilling to accept, at
least in public, that a serious supply problem is approaching, some major
companies are already producing considerably more than they replace with
reserves, and investment in exploration in recent years has failed to justify the
expense (Boxell 2004). In 2004, Shell acknowledged that it had overstated its
reserves by 20 percent and in 2006 was replacing only 70 to 80 percent of its
production. At the same time, Shell asserted that new fields would prevent any
decline of actual production (ASPO newsletter 63, March 2006). In 2006, BP
reported that it replaced only 89 percent of production with new reserves and
that production was actually falling. More significant, Saudi Aramco, the state oil
company of Saudi Arabia and the world's largest producer, appears to be heading
for declining output as its largest fields become exhausted (ASPO newsletter 66,
June 2006; Simmons 2005).
Oil company strategies
The location of oil companies in the industrial network restricts what they can do,
despite their financial strength. Most importantly, the majors control only about
20 percent of production, while producing states account for most of the
remainder. These states may explore and produce entirely through state-owned
companies or enter into partnerships with corporations, but oil states can be
militant about protecting their interests and secretive about their reserves.
It is worth noting that ExxonMobil continues to expand its production and
this may contribute to its less innovative orientation. All majors stress
conservation, spend large amounts on exploration, promote more efficient
technologies and buy up smaller companies. ConocoPhillips now considers this to
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be a bridging strategy into an era of alternative energy sources (Mulva 2008) and
thus leaves ExxonMobil as the only dissenter. ExxonMobil supports almost no
research on developing alternative energies apart from hydrogen fuel cells, while
the remaining majors are all involved in solar, wind, biological and hydrogen as
potential sources. The other majors and many intermediate companies, such as
Suncor and Talisman, are pushing ahead with a wide range of alternative energy
projects. In addition, Chevron is the world's largest producer of geothermal
energy, while Total investigates both tidal and hydro power. Total also has taken
an equity position in the French nuclear power industry (Economist 2008). Most
companies, however, present such activities as a response to global warming
rather than as preparation for reduced oil supply.
BP's website in 2006 appeared with alternative energy in the main
heading. Following the link a firm statement for the future could be read: "We
believe that solar, wind, hydrogen power and gas-fired power technologies have
reached the tipping point and that we can create a profitable, high-growth, global
business in the course of the next decade" (www.bp.com). This might have been
greenwash publicity because, in the Der Spiegel interview, Lord Browne offered
no clear opinion about the future of alternative energy. To him, beyond
petroleum, the much advertised redefinition of BP, appeared to mean natural gas
because, “There is currently no alternative to oil and gas" (in Follath and Jung
2006:3). Indeed, in 2008, there is no reference to the meaning of BP and
alternative energy comments are less prominent. To be fair, BP is a large investor
in alternative energy and the world’s largest supplier for solar energy projects,
although the amount allocated to these projects is less than 10 percent of what is
spent on oil and gas. In response to a challenge that BP’s redefinition of its logo
as beyond petroleum is misleading and intended to draw attention away from the
main focus of the company on petroleum, Browne argued essentially that there is
no short-term substitute for fossil fuels and we should try to find an acceptable
mix:
You can't say that you either want oil and gas or a clean environment.
There has to be a balance between both sides. Fossil fuels will continue to
be a large part of the energy mix in the future, that's the reality. It will take
some time before technologies are available that reduce the importance of
oil and gas. This is why the question we must ask is: Can we find an energy
mix that affects the environment in a positive way while at the same time
guaranteeing a reliable supply? I think we're doing a great deal to make
this happen (Follath and Jung 2006:3).
Shell also claims to be environmentally responsible and is a leader in
alternative energy research, having spent about $1 billion by 2006 (again, much
less than its spending on conventional energy). By 2005, the outgoing chairman
of Shell (Lord Oxburgh) was forecasting the eventual demise of fossil fuels and
recognizing that burning these fuels induced climate change. He anticipated that
Shell would adjust by adopting new technologies and also suggested state
intervention to promote necessary changes because markets alone would not
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bring this about (Reuters 2005). Moreover, in February 2006, Shell announced
that it expected to bring some form of alternative energy into commercial
production, although the type had yet to be determined (Shell 2006). This
company, however, has a long history of environmental problems that do not
encourage trust. These problems include the Brent Spar disposal, human rights
issues in Nigeria, massive overstatement of reserves, environmental and social
damage in the Peruvian Amazon, and attempts to hide problems in the Sakhalin
development. Moreover, Shell has tried to silence critics like former employee Art
Donovan, who maintains a website critical of Shell and other companies
(http://royaldutchshellplc.com/category/alternative-energy/).
In 2006, Chevron announced a new business unit for ethanol and
biodiesel fuels, an area that the company felt would be strategically important in
the future. Similarly, BP planned a $500 million research centre for biofuels and
also a partnership with DuPont to use sugar as the key ingredient in a new fuel
aimed at the British market (Alster 2006). Chevron's $300 million per year in
biofuel development anticipated rising conventional fuel costs and the eventual
replacement of petroleum with alternative sources (BBC News 2006). The same
company showcased in 2006 highly efficient UPS processing centres that
included a power system based on a combination of solar energy and hydrogen
fuel cells (Chevron 2006). Despite these environmentally friendly initiatives,
Chevron was the main funder of resistance to a proposed tax in California that
would have taken a share of gasoline revenue to finance development of
alternative energy (UC Berkeley 2006).
ExxonMobil's position (like the more silent ConocoPhillips) stands out in
contrast to the four active majors by relying on efficiency, conservation and
technological development to delay the need for alternative sources. This
company puts almost all its exploration and development resources into oil and
gas, insisting that these resources are the only ones that are profitable and that
supplies will be adequate well into the future. ExxonMobil (and, indeed, all the
other majors) trumpet the importance of liquefying natural gas at the source,
which permits transportation by ship, but this is no solution to the problem of
fuelling motors designed for gasoline, and is, of course, non-renewable like oil.
Speaking for ExxonMobil, Dave Gardner stated: "We're an oil and gas company.
In times past, when we tried to get into other businesses, we didn't do it well.
We'd rather re-invest in what we know" (Healey 2005).
In a report on future energy requirements and probable sources,
ExxonMobil does acknowledge that wind and solar energy will increase quickly
(11 percent p.a.), but from such a small base in relation to the total energy
demand that these sources are likely to contribute only one percent of the world's
energy consumption by 2030 (ExxonMobil 2006b:4). At the same time,
ExxonMobil expects that oil and gas, with liquid natural gas growing dramatically
in relative importance, will supply roughly 60 percent of total consumption,
about the same as in the early part of the century (Ibid.). Former Chief executive
officer, Lee Raymond, raised these points in 2005, concluding that:
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What all of this means, and without disparaging the importance of
working on alternative energy approaches, is that for many decades the
key issue in energy will be how to find and produce enough conventional
energy to support global economic activity and prosperity for a growing
world population (Barry 2005:3).
ExxonMobil is less active in alternative energy than other companies, but
it is also less mired in contradiction. The others present an environmentally
friendly image by touting various investments in alternatives; yet, they attempt to
produce as much oil as possible, even in highly sensitive areas. For example, BP
seems to have resisted advice from its own employees to take precautionary
action in its Alaskan operations prior to the leakages that closed down the
pipeline in 2006 (Leopold 2006). All major companies foresee oil and gas as the
prime sources of energy for decades. We should not interpret statements of
concern about climate change and comparatively modest investments in
alternative energy as a retreat from conventional sources, which will be exploited
as long as they can be extracted at a price consumers will pay.
As the peak oil situation becomes more clear and the consequences
realized, we should expect the oil majors to become energy majors. Even
ExxonMobil will do so and probably successfully as the company has the financial
strength to take over and profit from the work of smaller innovative companies.
Rural areas may become sites for investment where they are suitable for large
scale solar and wind power generation. The best we can hope for is that the
combined negative impacts of high levels of fossil fuel consumption and
associated climate change will eventually produce a reconstruction of rural (and
metropolitan) lifestyles that is environmentally sound and socially just.
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