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“There will be no oil or gas country that is
not affected by the clean energy transition.”

FATIH BIROL
Head of the International Energy Agency

Looking back to understand the future
In August 2018, in conjunction with the ONS 2018 conference, we published the report ‘The
Shifting Energy Arena’.
Since then, the changes we predicted across the energy landscape has only accelerated. In
fact, as we write later in this report, ‘accelerating the shift’ is one of the most commonly used
phrases across the energy landscape today.
In this updated report, version 2.0, we both look back at what has happened over the past 24
months, and we look forward to update some of our projections and perspectives.
Notably, while some energy companies have initiated their transformation, the fact remains
that the very large majority of energy, oil, gas and utility companies around the world are still
fully stuck in a fossil-based value creation logic.
These companies, every single one of them, will need to develop their own transformation
roadmap in the next decade – or expire.
The changes we have seen to date, while significant, is nothing compared to the changes we
will see in the coming decade.
To all our readers, expect to see massive transformation in the shifting energy landscape in the
decade ahead.
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FOREWORD

Strategizing
in the
Shifting
Energy
Arena

13 years ago I joined the oil & gas industry as a senior advisor on
leadership and team performance. Little did I know at the time
how much my company and the industry would change and
transform in the years that followed.
Since then, I have had the pleasure and the privilege of having a
front row seat as we transformed from a technology focused
upstream oil and gas company to positioning for a low carbon future
committed to taking a leading role in the energy transition.
In various senior strategy roles, I have spent countless of hours
contextualizing, facilitating and shaping our long-term direction.
In corporate strategy, my excellent team colleagues and I have engaged
meaningfully with 1000’s of people, from the board to front line
operations, as we have been trying to shape the future strategy of the
firm.

Through exploring industry trends, identifying strategic dilemmas, framing
the key strategic questions, recommending directional shifts and engaging
in 1:1 conversation, we have triggered deeper thinking, supported and
enabled the challenging decision-making processes at all levels in the
organization.

Together with my team colleagues, we have applied new, visual ways of
working. We have been experimenting with entirely new ways of approaching
strategy and we have been challenging ourselves and others to innovate around
the very process of strategy itself.
Today, when I introduce the Shifting Energy Arena: Accelerating the Shift, I am
proud of the work we have done, and I recognize the continued challenges for all
energy companies, trying to make sense of this new energy landscape.
Our industry has shifted. In the words of Columbia Professor Rita McGrath, we now
need to understand our energy arena. This is an entirely new way of thinking, of
understanding our strategic landscape, for any transforming company engaged in the
energy industry.

In this report, Christian Rangen has laid out a vision and a roadmap for how the energy
landscape will reshape itself in the coming decades. We are already seeing the signs, loud
and clear. European energy giants are all fully committed, even leading, this energy
transition.
In the last two years we have witnessed a massive value shift move from the oil majors to
new, renewable companies, tech companies and battery companies. This trend is likely to
accelerate.
Looking ahead, I expect to see that the overall shift continue to accelerate. We will see a
massive wave of investments into clean energy sources, a continued determination to
combat climate change, new energy technology breakthroughs and software companies
that increasingly create and capture value in this arena.
For any strategist, these are exciting times. For any CEO, these are equally inspiring
times.
As strategy leaders we now have an even bigger mission to support, influence and
enable good strategic conversations amongst our stakeholders. I believe this report
will help us achieve that.
I wish you all the very best in shaping your strategic agenda in the shifting energy
landscape.

BY KRISTIAN FJELDE
Corporate Strategist
in th e En ergy Arena
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Executive
Summary

Traditionally, we looked at the oil & gas industry, utility
industry, software industry as three very different industries.
No longer.

Today we face a huge shift, the shifting energy arena.
The boundaries of industries have been blurred out,
and 13 strategic groups are now collaborating and
competing, with very different dynamics than in
the past.

For top management, new strategies need to be drawn
up. Strategic transformation, investments in startups,
accelerator programs, digital partnerships, energy
superclusters and bold new innovation strategies will
be critical in the shifting energy arena.
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Introduction
In 1974, a small group of industry pioneers came together to host the first ever Offshore Northern Seas.
ONS was born.
44 years later, the oil & gas industry has transformed, global demand for energy has increased
multi-fold and the shift to clean and smart energy is now reshaping the entire energy landscape.
As a strategy advisor, early stage investor, business school faculty I have been fortunate to have a front row seat
to the changes. From national Asian energy companies, to Norwegian tech startups and
global oil & gas companies struggling with transformation, our work has taken us around the world, inside the
board rooms and onto the streets.
Today, we believe a fundamental shift is upon us, we call it the shifting energy arena. With the right mindset,
leadership and capabilities, it offers incredible opportunities.
We hope this report can contribute to the conversation and help leaders, strategists and policy makers navigate
a new energy landscape.
In this 2020 update, we review the changes that have unfolded over the last two years.
We assess both the speed of the shift, the leadership required and, most importantly,
look ahead to the strategies required to navigate the coming decade
in the shifting energy landscape.

AUTHOR

AUTHOR’S NOTE: In writing this report, many have helped shape our thinking,
but any mistakes or poorly drawn conclusions are only my own.

CHRISTIAN RANGEN
Founder & CEO
Engage // Innovate
Strategy Tools – The Strategy Platform

Does it
run on
sunshine?
As crazy as it sounds, in the near future,
this will become the new normal.
Already, today, you can buy a Model Y or Model
III from Tesla, an ID.3 from Volkswagen, get your
solar energy solution from Otovo and one of the
world’s most intelligent (i.e. software) EV
charger from Zaptec.
Given the right conditions, you can literally run
your car 100% on solar energy. Already, the answer is
yes.
And the technology pieces are still young, still rapidly
evolving and still a fragmented ecosystem.
With the rate of investments and consumer interest going
into this space, expect to see the chance for every car to run
on sunshine.
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We believe we are on the verge of
a fundamental and lasting shift in
the global energy landscape.
Companies are used to analyzing
and competing within an industry.
A group of like-minded and
similar companies, mostly
competing with similar value
propositions, technologies and
business models.

We are entering a different
competitive environment. New,
strategic groups are emerging,
with very different ideas, solutions
and business model portfolios.
Yet, they enter the same space.

Over the past two years we have
seen a massive reallocation of
value, shifting from assets to data.
We can expect this trend to
continue to reinforce itself in the
coming years, destroying value
in big oil and creating billions of
value in energy tech and software
firms – all competing in the
shifting energy arena.

We call this space arenas.

That is no longer the case.

The result, a global shift in how
the energy landscape works, we
call it the shifting energy arena.
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2020 UPDATE

Hello,
2020
Accelerate
the shift

New market opportunities

Finding value in ‘green’

Shifting investor sentiments

Happening globally

Companies are racing to launch
new, future-fit strategy
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More than anything, these three tweets summarize
the shift. Exxon kicked out of the Dow, Software firms
replacing it, and asset managers dumping big oil.

2020 UPDATE

“This year will be remembered as the point
when the long-anticipated energy transition
to a low-carbon future moved unequivocally
from being a topic of debate to a shift of
substance”

“

“The stage looks set for a much more rapid
transition than was until recently thought,
comparable in speed and reach with the IT
revolution of the past two decades”
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The
Shifting
Energy
Arena
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The Shifting Energy Arena is a visual representation
of the new energy landscape.
It consists of 13 strategic groups, all competing and
collaborating in this new landscape.
While traditional industry analysis would look inside
each group (box on the map); we propose to look
both inside and between all players in the new energy arena.
BP’s biggest competitor is no longer Exxon or Shell.
Who do you think it is?
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The Shifting Energy Arena

2020 UPDATE

How Value Shifted from 2018 to 2020
VALUE CREATION

VALUE CREATION

VALUE
DESTRUCTION

VALUE CREATION

THE KEY DRIVER?
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The
Shifting
Energy
Arena

WHAT IS IT?
In our view, the shifting
energy arena is a new
battleground for
energy companies, many
who would never consider
themselves competitors in
the traditional sense.
We have identified 13 strategic
groups that all come into play,
all centered around the world’s
transition to a low-carbon
society, with new technologies,
new consumer preferences,
digital, easier access to large-scale
funding. Yet, there is not a one,
single factor driving this shift. It is
the combination of the factors
coming together at once.
The shifting energy arena will see
trillions in $ investments, a rise of
new scale-ups and a shift to clean,
distributed and intelligent energy.

FINDING POINTS OF
CONVERGENCE
The easiest way to understand the
concept is finding points of
convergence. The EV and EV
infrastructure (charging) market is
a great example.
We now have BP, Shell,
Volkswagen, Tesla, Tencent,
Cisco, Apple, UBER, BYD,
Engie, your local utilities,
EV-Box, ChargePoint and 1000’s
of startups all converging
around the EV.
Not traditional competitors,
they rapidly bump into each
other across investments,
strategic alliances and
customer-facing
deployment strategies.

SOLAR; WATCH THE CONSUMER
AND FOLLOW THE MONEY
In these disruptive shifts,
consumer preferences and
investor funding are shaping
the market place more than
traditional “strategic
planning”.
The massive growth rates of
deployed PV and strong
forecasts are driven by
consumer uptake and
access to professional
funding.
Solar businesses will put
strong pressure on
utilities, but cause
incredible opportunities
for startups, scale-ups,
software founders, real
estate developers,
battery makers and
maybe even O&G
companies.
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Understand the
13 Strategic Groups

#1

#2
OIL & GAS
COMPANIES

The traditional “energy companies” (oil & gas companies) can
be split into two camps. The
first, including Equinor, Shell,
and BP, are investing heavily in
the energy transition.
The second, mostly led by
US firms, are taking a “pump
while you can” approach.
Increasingly, large investments
in corporate venture capital,
digital investments, new
partnerships and accelerator
programs are shaping a new
generation of O&G companies.

UTILITIES

Utilities traditionally have a
local focus, with large investments on their balance sheets
and legacy infrastructure to
run.
Distributed energy systems,
personal PV, EVs and software
will cause strategic challenges
as most have a slow pace of
change and the right owners
to invest at the scale required.
Internal culture, not technologies, is a greater threat for
many. How will they handle
the shift to smart energy?

#3
INFRASTRUCTURE

Infrastructure companies, like
Masdar or large real estate
developers have not been
found in the energy space.
This is changing. As more
developers are looking into PV,
storage, smarter buildings or
even energy positive
buildings at scale, this can
cause large customers to leave
the grid completely, making
them more interested in
battery and software, and less
in working with old utilities.
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#4
MOBILITY

#5

#6
BIG TECH

Mobility innovators like Tesla,
Uber, Lyft, Waymo, Kolumbus
and Bird are in different ways
pushing the pace of electric
innovations.

It is hard to find a big tech
company that does not have
ownership interests or
strategic projects in the
mobility and energy space.

But it is the large car
manufacturers, with ambitious
EV targets, like VW Transform
2025+, BMW that drive volume.

As the energy industry has
been growing, digital, utilities,
O&G, battery, clean energy &
smart city projects all build on
deep tech expertise.

Yet, China is where it happens,
led by NIO, BYD, JAC, Geely;
combining battery, design and
software to drive the world’s
largest market.
The global mobility industry
can now shape the energy
landscape, thanks to EV.

Today, the rise of the
distributed energy cloud and
digital oil fields, will continue
to shift power and value from
the balance sheet of asset
owners to the coders and
geeks.

BATTERY

Battery technologies hold
the key to numerous market
breakthroughs.
From city-wide infrastructure,
offshore installations, electric
planes, buses and cars; the
battery and storage battle is
key.
By 2020, 84% of lithium ion
production capacity is
expected to be in china. Led by
BYD, CATL, battery
technology will only increase in
importance in the global
energy markets.

#8

#7
PURE PLAY
CLEAN ENERGY
COMPANIES
“Our vision is to create a world
that runs entirely on green
energy”, says Ørsted’s CEO.
Pure play clean energy
companies are growing into a
considerable force in the
global landscape.
Danish Ørsted, Norwegian
Scatec Solar, Canadian Solar is
just a handful of pure play
energy companies.
Increasingly becoming
attractive to investors and
consumers alike, paving the
way for both corporate
transformation and startups
into the clean energy space.

#9
ECOSYSTEM

Hidden to many, the
ecosystem that drives
innovation is one of the key
strategic groups in the world’s
transition to a low-carbon
society.
Accelerator programs,
incubators, Innovation
superclusters, and cluster
programs are becoming key
vehicles.
Powerhouse, Startup
Bootcamp, Techstars, New
Energy Nexus, Solar Innovation
Clusters and Energy Transition
Superclusters are likely to grow
in impact and importance as
they help facilitate faster
innovation and fund new
startups and scale-ups.

STARTUPS &
SCALE-UPS
Pawa, Limejump, Oxford PV,
Buffalogrid, Watty, Bidgely,
Bulb, Otovo, WiTricity; the list
goes on and on.
Across the energy landscape,
startups and scale-ups are on
the rise. Frequently driven by
new technology and a digital
mindset, they innovate faster
and test business models at
a pace impossible to larger,
slower, cap.ex-heavy
companies.
Today, every major energy
company should have a “Build,
Buy, Partner, Invest,
Co-Design” strategy to
maximize this space.
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#10
INVESTORS

Investors, ranging from
seed & angel investors,
to CVC, VC funds and
Softbank are what is
making this shift possible.
Firms like Tesla, NIO, EVBox, Scatec Solar would
not have seen the light
of day but for
supportive investors.
Today, pension funds,
sovereign wealth funds,
tech companies, VCs,
Gates’ Breakthrough
Energy Ventures help
pour billions into the
shifting energy arena.
Expect more tech
investors to invest in the
energy arena.

#11
CUSTOMERS
In the end, it all comes
down to customer choice.
As consumers become
more aware of the
energy transition, the role
they can play as
consumers, advocates and
change-makers, expect
to see this group become
even more recognized by
industry leaders.
Many incumbents are not
used to competing over
customers due to local
monopolies. Expect this
to change. The “job to be
done” thinking will drive
new, consumer friendly
innovations.

#12
REGULATORS
Despite the setbacks
under the current US
Administration,
regulators mostly help
shape the shift.
From reducing
pollution in cities, to
securing environment
from oil spills, not
opening new pristine
areas for exploration,
and setting new
demands for consumer
safety, regulators are a
crucial but often
invisible strategic
group in the energy
landscape.

#13
GOVERNMENT
Government is our
13th, yet vital strategic
group.
From ownership in
national energy
companies, policies in
line with
international climate
accords, national
investment funds and
visionary leadership,
governments matters
in the shifting energy
arena.

The 13
Strategic Groups
OIL & GAS
COMPANIES

MOBILITY

PURE PLAY
CLEAN ENERGY
COMPANIES

INVESTORS

UTILITIES

BIG TECH

INFRASTRUCTURE

BATTERY

ECOSYSTEM

STARTUPS &
SCALE-UPS

CUSTOMERS

REGULATORS

GOVERNMENT
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$

Financing
the Shift

Stranded Assets,
Stranded Infrastructure
When Mark Barney, Governor of the Bank of
England, in September 2015 held his infamous
stranded assets speech, be brought to the world’s
attention a trend that had been growing for a
number of years.
Balance sheet assets for the world’s oil & gas and
utilities might be facing a structural risk. Previously
“safe” assets, oil fields, booked oil reserves, historical
investments in grid infrastructure might suddenly
be facing a very uncertain future. For investors, the
risk profile spiked, accelerating a long-term
financial shift into smarter energy capital allocation.

Fast, agile,
asset-light op ex

Larger, slow,
asset-heavy cap ex

Distributed Energy Paradigm

Central Energy Paradigm

Distributed energy are driven by asset-light
business models and op.ex. financing.
With solar and storage in “every garage”, the
financing will increasingly shift from corporates to
consumers.

Central energy players require massive cap.ex in
energy plants (fossil or clean). This makes them
balance-sheet heavy and quickly give them a
legacy cost structure.

We already see financing institutions adopting this
shift. SEB, DNB are issuing green bonds to lend to
green housing investments.
Expect to see green consumer financing drive new
financial innovations in energy efficient and green
assets.

Access to smart financing will become a
competitive edge for central energy players.
Expect to see more mega-deals in green energy
funded by Softbank, Apple and Alphabet. Equinor’s
co-investment in utility scale solar helps reduce the
overall cost of financing and improve profitability.

Thanks to Andreas Thorsheim for valuable input on financing.
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The Key
Driver?

2020 UPDATE

Over the past two years, we have seen a deep structural
shift in the investor side of the Shifting Energy Arena. Out
of all 13 groups, possibly, investors have been the key driver
in accelerating the shift.
While still not fully developed, the majority of investors are
now reducing their exposure to fossil and exerting
positive pressure on firms and boards to shift into a
cleaner oil, cleaner energy and new types of value
creation. Between 2020 and 2025, investors will be the key
group to follow in the space.
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Should
Statoil
invest in
Tesla?

“Should Statoil (now Equinor) invest
in Tesla?”
This was a question we introduced in a
strategy discussion several years ago.
For most, the instant reply was “No!”, maybe
followed with a “Why?!”. To most people,
inside the company and certainly outside, the
idea was ludicrous, why would an oil & gas (E&P)
company care about a car company….
But, at the same time, a growing number of voices
started saying, “hm, what if…”.
Today, some five years later, they both stand out as
leading, highly transformational energy &
technology companies. Different business model
portfolios for sure, but increasingly, they find
themselves face-to-face on solar, storage, mobility,
charging infrastructure and digitization.
These two are better than any two firms to represent the
Shifting Energy Arena.

2020 UPDATE
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From Industries
to Arenas

In her 2013 bestseller and later strategy book of the
year, Columbia Professor Rita McGrath introduced the
idea of shifting from traditional industry
understanding to competitive arenas.
Her argument: “your next set of competitors are
probably not going to come from within your own,
existing industry”.
Professor McGrath’s extensive research showed time
and time again that the biggest competitive threats,
the real disruptors, would always come from outside
the existing industry norms.
It was no longer possible for top management and
strategists to stay focused on “our industry”.
What was needed was a shift in understanding away
from traditional industry boundaries to the emerging
competitive arenas.
These arenas often span multiple industries, they
seem unrelated at first (think Equinor and Tesla), but
would become the new battleground, driven by new
rules and new (often faster) competitive dynamics.
It is this shift that is now upon the energy “industry”.
Prepare for a rapidly shifting world. And read her
book.

RITA MCGRATH
GLOBAL EXPERT IN INNOVATION
& GROWTH STRATEGIES //
TOP 10 MANAGEMENT THINKER
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The
Change
Imperative

Around a decade ago, Andreas de Vries, a strategist and transformation
advisor in the energy industry, realized the oil & gas industry would have to
change.
“A number of technologies and trends appeared on my radar screen, which I
realized had the potential of disrupting the industry.
On the supply side, advances in fracking technology, and new approaches
such as standardization in design and modular manufacturing of production
and processing assets, threatened to reset the industry’s cost curve to a
significantly lower level. This would make known resources that had previously
been deemed uneconomic attractive to produce, and thus facilitate a wave of
new, low-cost supply hitting the market.
Meanwhile, on the demand side, innovation in battery and information technology threatened to make the electric drivetrain an economically viable alternative
to the internal combustion engine. Coupled with advances in wind & solar power
technology, this made it a future characterized by electric transport powered by
renewable energy a real possibility.”
Because this was happening at the time the sustainability trend became apparent,
Andreas concluded that the oil industry’s traditional strategy management processes would have to change.

ANDREAS DE VRIES
Corporate Strategist
Global oil & gas in dustr y

“Delivering the growth shareholders expects is relatively easy when you are among
a handful companies capable of supplying the market with a product demand for
which is guaranteed to grow. It becomes infinitely harder, however, if the growth in demand ends because your customers are turning to alternative solutions for their needs,
investor become increasingly hesitant to finance your operations, and others also develop the capabilities that used to make you unique (i.e. the NOCs).”

2020 UPDATE

Andreas presented his thinking in a 2015 article, Thinking the Unthinkable: Strategy Options for an Age of Disruption in the Energy Industry. “My ambition was to not only warn,
but also provide a concrete plan-of-action the oil industry could adopt to successfully
manage its oncoming challenges.”
Underlying this proposal was an approach to strategy management specifically designed
to deal with uncertainty and ambiguity.
“Since the oil industry has never before experienced the kind of uncertainty and
ambiguity it is now facing, the approach was new to many in the industry. Eventually, this
brought me into contact with Christian Rangen, because of his experience in supporting
companies to identify new business opportunities and deliver the innovation necessary
to capture these.”
Andreas has discussed the changes in the global energy environment, and the threats
and opportunities resulting from it for oil companies, in a series of articles since 2015. This
approach, characterized by a change in mindset and venture capitaling, has led
to a change the industry’s attitude towards the subject. But, Andreas says, a
lot of work remains.
“There is no more doubt consumers and governments the world
over are demanding a low-carbon energy future. Because the
major oil companies possess a unique set of capabilities, I
truly believe this creates massive opportunities for growth
for them. But, these opportunities will not remain for the oil
companies to capture forever. If we do not exert real energy
to identify and go after them now, others will before us. Just
like Tesla captured the EV market ahead of all the established
OEMs.”
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The Big Drivers
Unfolding

THE RISE OF
DIGITAL
COMPANIES

CLASH OVER EV
& EV CHARGING
INFRASTRUCTURE

CHINA,
CHINA,
CHINA

Over the past decade, digital has
grown into a mainstay in the
energy space.

Chinese NIO, one of 300
EV-startups in China alone, now
listing on Nasdaq.

But now we see a new
generation of “born digital”
companies. These bring a new
mindset, skillset, ways of
working and speed in execution.

The space is dominated by fierce
competition, massive capital
influx and high consumer
expectations.

Electric vehicles , battery
technologies, solar and PV
innovations, growth capital for
clean energy projects and
government leadership; China is
the taking the global leadership
role in the energy arena.

Digital is now driving the
strategic agenda at oil majors,
mobility companies, utilities;
converging with the
well-established tech firms of
the world.

Between the startups, Tesla’s
mad drive, established car
manufacturers, battery
companies (the crucial part of
the industry right now) and the
charging infrastructure
providers, expect to see clashes,
M&As and new players pour in.

Ten, even five years ago, this
would have been highly unlikely.
Today it’s a fact.
Few western energy
companies have a China
Strategy. They should.
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Industry
Battle
Grounds
WHE R E T HE SH I F T O CCURS

SOLAR
ENERGY
PV is on track to become the
world’s #1 energy source.
Softbank, the world’s
largest venture capital firm is
on track to finance the world’s
largest solar energy project
in the Middle East ($200BN),
following their recent deal in
India of up to $100BN.
Softbank’s investments in
Uber, Didi and Grab has
reshaped the mobility space,
now it’s taking on energy.
How will traditional energy
companies respond?

EV
INFRASTRUCTURE
“EV charging will undoubtedly become an important part
of our business”, BP’s Chief
Executive Downstream
Shell, BP, Repsol, Equinor are
just some of the O&G
companies investing in EV
infrastructure. While amounts
are still small, these early
investments are all about
getting a market position.

DIGITAL
SERVICES
Tomorrow’s grid will be
driven by software. The
concept of smart,
distributed grid and the
energy cloud puts
immense pressure on the
talent base and
technology platforms of
traditional utilities.

Alphabet (Waymo) might
surprise everyone with an
aggressive EV strategy too….

Will the big tech firms like
Google, Amazon and new
scale-ups like Otovo
capture the crucial
customer relationship in a
digital world?

How will utilities and tech
firms respond?

Who will own the
customer?
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Likely Events
in 6 – 24 Months

INCREASED
MERGERS &
ACQUISITONS
Expect to see a booming
number of M&A or strategic
acquisitions. Strong cash-flow
in O&G give muscles for
investments in new
capabilities and areas.
Corporate venture capital
(CVC) will likely be more
active in EV, PV, digital
services.
Expect to see more
energy-related accelerators,
well-funded by CVC.

“EVERYONE”
INVESTS
IN SOLAR
We expect solar to be the
leading investment area,
possibly with a number of
new players coming in.
Engie is currently ranked as
the world’s most active solar
investor, followed by
Powerhouse, Y Combinator,
Elemental Excelerator and
NEA*. Expect this to change,
as larger firms and bigger
funds want to get in on the
action.
Asian and Middle Eastern
funds, oil majors are most
likely emerging investors.

A NEW GENERATION
OF
“ENERGY COMPANIES”
Software is eating the
world… of energy.
We have passed the tipping
point, the concept of
energy cloud is now
well-established and on the
rise. Smart, Digital and
distributed is coming
together.
But traditional energy
companies will struggle in
this paradigm. Expect to
see massive investments
in smart software from the
leading tech companies of
the world.

*Data: CB Insights, The Solar Industry’s Most Active Investors (Dec 2017)
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?

Implications

HOW SHOULD
ENERGY COMPANIES...
Design a
Transformation
Roadmap

Accelerate
digital
Transformation?

Upgrade the
board of directors
with software & tech?

Invest in
tech & software
Startups?

Partner with
Accelerator Programs
& VCs to get access to
emerging business

Tap into the Chinese
market to fully grasp
the shift?

Th e S hift in g E n e rgy A re na | 47

The Four
Strategic
Choices
Facing the
Oil Majors

2020 UPDATE

Green
leadership

Fast follower
with
industry leaders

Slow mover
into the
energy mix

Countercyclical
into
O&G
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Four Strategic Choices
Facing Energy Majors

Counter
cyclical
into O&G

Slow mover
into the
energy mix

The world is going to
need more oil & gas.

We have always created
value in fossil energy.

In the current business
landscape we can find
some great deals. We will
continue to invest in and
aquire assets, building
one of the world’s
leading (and last) pure
play oil & gas companies.

Today, we follow the
energy transition, but
we are slow and careful
movers.

T h e S h if t in g E n e rgy Are n a | 5 0

Our domain expertise
lies in fossil energy and
we expect this to be our
dominant focus for the
coming decade.

Fast follower
with
industry leaders

With most of our assets
still in the fossil energy
paradigm, we are
closely following the
market develoments.
We are no leader, but
aim to move fast and
make selected smart
investments at a quicker
and quicker pace.

Green
leadership

Leading the energy
transition.
We decide to sell off
fossil-based assets while
they still retain some
value and gradually, but
quickly reallocate assets
into clean energy
solutions.
We aim to lead &
accelerate the world’s
shift to renewable
energy.
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Four Strategic Choices
Test Yourself

Counter
cyclical
into O&G

1

Slow mover
into the
energy mix

2

3

4

Fast follower
with
industry leaders

5

6

7

Green
leadership

8

9

10

If you are in the industry, as a manager, CEO, board member or employee.
Where would you place your firm? What does your answer tell you?
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Leading
through
the shift
Ob se r vation s of
an i n d us tr y
C EO

In any strategy process, understanding the context surrounding
one’s business is the primary step towards a revised strategy. As
the CEO of an independent energy company with strong roots
in oil and gas, the ongoing climate change and the necessitated
changing energy sector is the most important context in the
forming of our strategy.

In my mind there is no doubt that the need for oil and gas will be
substantial for decades to come; there is also no doubt that the growth
in renewable energy will continue and that profitability will grow as
costs decline; and there is no doubt that energy efficiency, including
carbon intensity, will improve. In short, the only big uncertainty is how
much and how fast these changes will happen, and for a company like
mine, how much and how fast should we invest in opportunities outside
traditional oil and gas. For a company that does not have the same size
pockets as the big IOC’s (or newly termed IEC’s), betting and loosing on the
how much and how fast could be devastating at worst and limiting at best.
So why not do the safe thing and stick to what you
know best (i.e. oil&gas)? Essentially because of
3 issues; first, with a rapidly changing energy
sector comes great business opportunities.
Sticking to only what we know best will not
only result in loss of opportunities, it may
also result in a steady decline in
market share, production and not at
least value.

2020 UPDATE
Second, also the oil and gas industry is rapidly changing as a consequence of the energy
transition. The risk appetite for frontier exploration, traditional thoughts related to reserve
replacement and the strong focus on climate footprint does mean that what you know best
needs to be done differently.
Lastly, as an industry we must stand together to invest in both decarbonization of oil and
gas and in new renewable energy sources. Without the financial strength and
technological competence and capacity in the oil industry, delivering on the Paris
agreement will become not only difficult, but indeed impossible.

In other words, the risk picture is not in favor of standing still, but to act upon the ongoing
megatrends. The question remains how much and how fast? The answer is different for
each company and includes consideration related to; risk appetite and return
requirements, capital availability, competence and not at least, opportunity availability.
For a company like mine, that means gradually increasing investments in mature
technologies in the renewables space with clear path to commerciality. Investing
considerably less in venture-like projects, learn as the technology (and competing
technologies) develops, and invest more when it makes commercial sense. In the
meantime, ensure that we develop the strongest and most sustainable oil and gas
portfolio with high value and minimalized carbon footprint.
With new players entering the scene and traditional structures being
challenged, the future of energy has not been as challenging and exciting since
oil became the preferred energy source in the early 20th century.

BY ABDELKARIM ABBOU
CEO
Sval En ergy
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How prepared
are you

to face the shifting
energy arena?

Take the test
YOUR SCORE

41-50

Upper echelon.
Well done.

30-40

Getting there

15-29

There’s hope

0 - 15

OK,
things are bad
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A Multi-Decade Journey
Is Your Transformation Journey Ready?
In our research and work with global energy companies, we generally find
that true strategic transformations require a decade or more to ‘complete’.
Building on our experiences over the past seven years, we have mapped
out the ‘Transformation Journey’, with four distinct steps.
1.
2.
3.
4.

Emerging Need
Multi-Year Roadmap
Early Wins
Proven Transformation

Looking across the shifting energy arena today, we recognize all four steps
coming alive, as companies are trying to chart their own transformation
course in this new landscape.
How well prepared is your energy company for the multi-decade
transformation journey ahead?
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Get Started:
Your 1-Page
Minimum Innovation Strategy

Hit by the shift?
Try quickly sketching out your minimum innovation strategy.

Shifting
Energy
Arena

Offshore
Storage
wind
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Why it
matters

Disruptive business models put industry leaders out of business.
As the energy arena becomes more digital, we can expect a scenario of highly
disruptive business models emerging, causing significant stress on legacy
companies with old investments on their balance sheets.

“Neither RedBox nor Netflix
are even on the radar screen
in terms of competition,”

“Google’s not a real
company. It’s a house of
cards.”

“We have not seen a direct
effect from Airbnb in any of
our hotels … We don’t feel
it’s having any impact on
our results or that it has hit
our radar as of yet”

Blockbuster CEO
Jim Keyes, 2008

Microsoft CEO,
Steve Ballmer, 2009

HVMG, COO,
Richard Jones, 2014
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The Case
of BP

Summer 2020, BP launched a bold
new transformation strategy. It was
quickly called the largest , most
detailed roadmap to Big Energy from
any of the oil majors. BP’s
strategy of
‘performing while
transforming’ is fully in
line with the shifting
energy arena.
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From IOC to IEC

How can a International Oil Company (IOC) transform into an Integrated Energy
Company (IEC)? BP is attempting this strategic transformation – on a very
accelerated timeline.
In line with our research on successful transformation, BP is now changing the
very ‘idea of the firm’, a key success factor on any transformation journey.
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Do markets believe in BP?

Yet, BP has a very long way to go to achieve its transformation. Capital markets, while up on the first news,
have not looked positively on BP since mid-2014.
The future will show whether BP really could transform, or if they simply changed to late.
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Not Yet, No
Fully in line with our research, BP is
getting punished in the public
markets, facing its lowest share
price in 25 years. This is a pattern we
commonly see as companies are
just starting out their
transformation journeys.
As this report goes to publication,
BP has been facing a rough
downhill development in the
markets.
The questions remain, how low can
BP go?
What will BP’s transformation
journey look like?
BP, management, shareholders and
employees have an interesting
decade ahead of themselves.
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A Call to Action
for Any Board

How do we
transform
the
energy
industry?

Seasoned executives know that Transformation is hard work.
As we are witnessing with the efforts at BP, recognizing that your
industry is shifting is just the first of many steps.
The question I am often asked is “So where do we start?”
The answer is start with your board. Successful transformation in
the energy industry begins with the Chair and their belief that this
change is imperative to long term continuity of the firm. The board is
highly aware of the risks related to stranded assets, and in the energy
arena we are hearing ever more frequently that failure to address this
risk will result in long term impairment.
The board sets direction with the CEO and the management team and is
ultimately responsible to respond to shareholders. In your discussions with
the board, I recommend you discuss and highlight five key factors:

1. How the Energy arena is shifting and what it means to your organization
2. The opportunities created by convergence today and in the future
3. New business models the firm can test and what they may bring to the
company
4. A vision of the longer-term value creation platform and
the role of your business
5. The risks and potential valuation impairments related to shifting investor
preference in ESG

2020 UPDATE

Board members are becoming increasingly aware of their responsibilities and potential
capabilities in achieving the 17 SDG’s adopted by the UN. Recent congresses of board
networks in EMEA, APEC, and the Americas have engaged with forward thinking board
members and their advisors with a focus on making the decisions which will accelerate
positive environmental impacts.
In addition to the direct impacts on valuation correlated with ESG performance, and the
cost and accessibility to debt, employees are now choosing to work with organizations that
are aligned with ESG objectives.
Your board is responsible for strategy, and your discussion on how to best align with shifts
in the energy arena starts here. Every board today needs to understand the transformation
imperative and how to get started on the transformation journey – today.

BY SCOT T NEWTON
MANAGING DIRECTOR
THINKING DIMENSIONS
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#1

It’s far beyond the business model, stupid

#2

Start with a disruptive mindset

#3

Build new, deep capabilities

“We need to change our business model” has become the mantra for the 21st century. This is no
longer enough. Any company in the shifting energy arena will need to develop a strong
leadership capability in large-scale transformation. Energy companies that will survive and thrive,
need to develop a broad-based strategic transformation roadmap, based on the principles of
Building the Transformational Company.

The first step has to be a mindset shift. A shift from a traditional utility, car manufacturer or oil &
gas company is not a matter of simple strategy and decisions. Thousands of people across the
organization, from the third-level analyst to the Chairman of the Board, need to grasp the shift
and the impact it might have. Developing a deep shift in mindset will help frame new questions
and strategic dialogue, uncover new growth opportunities and create strategic curiosity in the
face of new technologies and business models.

Your organization will look different. Any incumbent going through this shift can expect 50% of
the workforce (or more) to change. New capabilities must be built in arena (not industry)
thinking, the growth opportunities in renewable energy, the best financing partners for
large-scale energy projects in PV, EV and storage, but most of all, the speed of new digital
innovation requires a new way of working to emerge.
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Did you enjoy
the report?
CHECK OUT OUR RECENT REPORTS

w w w. s t r a te g y to o l s . i o /re p o r t s

Transforming
Energy Giants
2- or 6-month program
100% digital, 100% online
Build internal strategic capabilities
to transform energy giants
Work directly on the Strategy Tools
Platform
Ideal for teams of 5 to 30 people
Tailored Executive and Board
programs available

Master
Transformation

Check out
Building the
Transformational
Company
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How we can
help
We partner with governments,
national innovation leaders to
build future innovation superclusters.

We help design, build and
implement disruptive business
model portfolios.

We advise CEOs, strategists and
innovators on how to navigate
industry shifts, build transformational strategies and launch
new growth ventures.
We focus on new growth in
unlikely places.

Securing strategic partnerships,
investing in emerging startups;
our business model innovation
goes beyond the slides.

Our work helps bring the
industries of tomorrow into
today.

Global strategy & innovation consulting
company. Advising and supporting top
management, boards and national
governments facing the energy
transition.

Global strategy platform.
We shape the future of strategy
through a digital strategy platform.

Extensive experience with energyrelated strategy work across the energy
landscape.

Our 100% digital program Transforming
Energy Giants helps energy companies
accelerate the energy transformation
strategy.

35+ client engagements helping energy
companies transform.

Work with your team.
On the Strategy Tools Platform.
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jolene@engage-innovate.com

Growth & Solutions:
adelina@strategytools.io

Speaking & consulting requests:
hello@engage-innovate.com
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www.strategytools.io

The
Shifting
Energy
Arena
A REPORT BY
ENGAGE // INNOVATE
&
STRATEGY TOOLS

www.engage-innovate.com
www.strategytools.io

