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A “Jet Stream” perspective on our Global Business Environment

@ To use the
metaphor of air
navigation, this
new round of
Global Scenarios
is designed to
help charter
routes across
three interrelated
levels: the Jet
Stream level of
long-term
predetermined
trends,

uncertainties,
and forces, the
Weather Systems
that reflect
specific features
of key regions as
influenced by the
Jet Stream
context, and
market-level
trends and
turbulences.

This report
presents

Jet Stream
contexts that will
impact the Shell
Group as a
whole, through
predetermined
trends and
through
long-term
equilibriums
captured in our
2005 Global

Scenarios.

The enhanced
analytical
framework
developed in

Jet Stream can
shed light on
Weather Systems
and market-level
risks and
opportunities,
something we do
in customised
Navigation

work.



Jeroen van der Veer
Group Chief Executive
Royal Dutch/Shell Group

Energy companies,
more than most
businesses, need to
take a long-term view.
That is why Shell has
been producing Global
Scenarios for more

than thirty years. These
scenarios are different
from forecasts in that
they provide a tool that
helps us to explore the
many complex business
environments in which
we work and the factors
that drive changes and
developments in those
environments.

This information

plays a vital part in

the judgements and
decisions we make
about our business and
its future, decisions
which typically are
about complex projects
developed and operated
over several decades.

In my view, the new Global
Scenarios bring clarity and
simplicity on matters of
high complexity.

In the 1990s, the Shell Global
Scenarios explored a world of
globalisation, new technology
and market liberalisation,

and an alternative model
where emphasis was placed
on social and community
aspirations. In this spirit, the
2001 Global Scenarios set
out two different worlds,
Business Class driven

by efficiency, economic
integration and declining
power of nation states, and
Prism that highlighted the
power of cultural values and
cohesion. While these themes
are still very relevant, the
events of September 11, 2001
and the crisis of frust in the
markets arising from corporate
scandals have brought

profound changes in our
business environment, which
the 2005 Global Scenarios
also explore. In particular,
the feelings of insecurity and
mistrust that have arisen in
the light of these events have
led to new barriers fo free
movement of people, goods
and capital, as well as a
stronger role for the state both
in protecting national security
and in restoring trust in

the market.

These changes make the
inferactions between market
participants, states and society
more complex. The scenarios
provide a way of navigating
through that complexity by
outlining three forces: market
incentives, aspirations to
social equity, and coercion
and regulation, and how these
drive towards three different
objectives — efficiency,

social cohesion and security.
These objectives are, at

times, incompatible and the
scenarios explore the resulting
trade-offs that are needed to
reconcile them, setting out
what is called a Trilemma
Triangle. The Trilemmap

also helps us to explore the
kinds of strategy different
groups may adopt in different
strategic contexts.

That framework has led to the
breaking of a time-honoured
tradition in Shell Global
Scenarios—that the analysis
should lead to two alternatives.
The new analytical framework
has shown that three Global
Scenarios offer the best way
to capture the interactions
between the three forces and
the subsequent trade-offs and
choices that shape the business
environment over the long term.



The first of these “possible
futures” is called Low Trust
Globalisation. This is a
legalistic world where the
emphasis is on security and
efficiency, even if at the
expense of social cohesion.
The second, Open Doors,

is a pragmatic world that
emphasises social cohesion
and efficiency, with the market
providing “builtin” solutions
to the crises of security and
trust; and the third, called
Flags, is a dogmatic world
where security and social
cohesion are emphasised at
the expense of efficiency.

To create analytical clarity,

the scenarios no longer fell
particular “stories”, but look
at the interplay between these
three essential forces and
between the contrasted ways
in which different groups can
pursue their objectives. While
they provide more complex

and sometimes technical
analyses of our business
environment, these scenarios
are based on a map which
provides a simple, unified
context which | find very
powerful to better understand
the various conditions under
which we may have to
operate in different regions
or in different circumstances.
This helps to bring the
scenarios closer to the reality
of business.

Within Shell, | think the
imperative is to use this tool to
gain deeper insights into our
global business environment
and to achieve the cultural
change that is at the heart

of our Group strategy. We
face real challenges in the
future, we will all need

to be able to respond to
changing circumstances

and make informed and
rigorous judgements about our
decisions: these scenarios and
methodology will help us to do
that better.

Within the global community,
| also hope that they will
have a wider resonance.
Shell Global Scenarios,
rightly, have an excellent
reputation around the world.
| know that the scenarios
broaden one’s mindset. They
stimulate discussions, both
with colleagues and with

the global community. We
often contribute our scenario
expertise o help identify

and address challenges

of common concern, such

as those of sustainable
development, long term
energy needs or, more

recently, the fight against AIDS
and for development in Africa.

| am looking forward to
sharing new insights with
partners, shareholders, the
local communities in which we
operate and our many other
stakeholders. The enhanced
methodology on which the
2005 Global Scenarios are
based, reflecting the talent

of the Shell Scenario team
and the contributions from
eminent experts whom | want
to acknowledge and to thank,
will help us make further
contributions to the wider
debates about the
fundamental questions

that face us all.
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Building, creatively, on 30 years of Shell Global Scenarios

Over the last three
decades, Shell has
developed Global
Scenarios to cast light on
the context in which the
Group operates, to identify
emerging challenges and
to foster adaptability

to change. These scenarios
are used to help review
and assess strategy.

The 2005 Global
Scenarios build on this
foundation to develop

a robust, lasting
methodology to

address a broader
range of strategic and
planning needs through
standardised processes
across the whole spectrum
of relevant time horizons
and contexts.

Cooperation with

centres of excellence and
contributions by eminent
experts have been an
integral part of the
methodology and
scenario process.

The new Shell Global
Scenarios are designed

to help the Group

identify critical risks and
opportunities in its global
business environment.
Hence the transition that
has occurred from a 3-year
scenario cycle to an
annual one, which will
provide greater continuity
while also enabling
flexible contributions to
Group processes.

is based on
a map, the Trilemma
Triangle, which embodies
both an analysis of key
forces and a methodology
to monitor the implications
of these forces year
after year.

is based on
the fact that this map is
not limited to the Global
Scenarios themselves, but
encompasses a far broader
set of possible futures.
This will lead to customised
applications and to quicker
updates. It also helps Shell
to share insights and make
significant contributions to
important debates in the
world at large.



During the 1990s, as
market liberalisation
accelerated, the Shell
Global Scenarios explored
the concept of “TINA” —
There-Is-No-Alternative—to
increasing globalisation,
the onrush of new
technology and market
liberalisation. The pairs of
scenarios put forward in
1992, 1995 and 1998 all
featured a market-centric
world (New Frontier,
People’s Power and Just
Do I#!) as well as an
alternative world giving
more room to social and
community aspirations.

The iconic worlds of Business Class and Prism

Previously, Global
Scenarios explored
the challenges of

a globalising,
de-regulated,
market-centric
world...

This dilemma between

efficiency on the one hand

and values and social cohesion
on the other still shaped the
focal question behind the pair
of 2001 Global Scenarios:

“will the resolution to dilemmas
arising from globalisation be
dominated by global elites or by
the people of the heartlands@”.

The 2001 Global Scenarios
—Business Class and Prism—
drew the most striking and
comprehensive implications of
this analysis of globalisation,
in an almost iconic manner:

Business Class offered a
vision of “connected freedom”
and greater economic
integration. This was a world
of efficiency, opportunities and
high rewards for those who
could compete and innovate
successfully. Established
authorities would be continually
challenged and the power of
nation states greatly reduced.

Prism highlighted the
“connections that matter” and
“multiple modernities” reflecting
the influence of “heartlands” as
opposed to “connected elites”
and the persisting power of
cultural values and belonging.

The tensions captured in 2001
remain valid, but societies also
face more complex choices
on the nature of regulation,
international security and
welfare reforms. High levels
of nationalism and patriotism,
conflicts over religion and
values, and tensions between
nations—including across the
Atlantic—reflect a more
divisive world.
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The dual crisis of security and market trust

Disruptions
of both
international
security and
trust in the
marketplace
highlight the
importance of
the role of
the state.

Two crises—in short, 9.11
and Enron—have unfolded
since 2001 —affecting
national security and trust in
the marketplace. Both have
highlighted the vulnerability
of our globalised world.

Western societies now
expect the state to lead

the restoration of physical
security and market
integrity. Middle Eastern,
Asian, African and Latin
American societies have
heightened expectations of
peaceful solutions to wars
and to persisting poverty.

$00¢C

In addition to market incentives
and aspirations to equity this
brings info sharper focus a third
dimension, namely the power
of the state to regulate and to
coerce. This role involves both
direct intervention—fighting
terrorism and policing the
market—and a more general
emphasis on transparency,
disclosure and good
governance.

This dual role accelerates the
transformation of the state’s
agenda and methods.

In many cases, this greater role
of the state reinforces investors’
power fo exercise greater
influence over value creation.

As a result, the 2005

Global Scenarios emphasise the
importance of security concerns,
legal and capital market
cultures, and regulation.

J presents the
analytical framework developed
to map relations between
market participants, civil society
and states.

J presents the 2005

Global Scenarios themselves

and their implications for key
aspects of the global business
environment.

. focuses on
predetermined trends common
to all scenarios, and draws
implications for the economic
and energy scene.



NI
o
N
(6,

The three forces, the Trilemma Triangle, and the “two wins-one loss” areas

Forces

Market

incentives g

Coercion Aspirations

to equity

Regulation

The 2005 Global Scenarios
explore the three forces

of market incentives,
aspirations to social equity,
and coercion or regulation
by the state.

The three forces drive
towards different objectives:
efficiency, social cohesion and
equity, and security. While
societies often aspire fo all
three objectives, these forces
display elements of mutual
exclusiveness—one cannot be
at the same time freer, more
conforming to one's group or
faith, and more coerced.

We explore the three dilemmas
—a Trilemma—involved in the
pursuit of these objectives. Hence
the use of the Trilemma Triangle to
map the inferplay between market
incentives, aspirations to social

Points on the map
show complex
trade-offs...

...as competing forces
pull toward the three
triangle apexes

cohesion (aspirations to conform
and be listened to) and forces
of regulation and coercion.

The three corners, or apexes,
would be tempting starting
points for scenarios, as they
would pit a market-centric
world against societycentric
and state-centric ones. In
democratic market economies,
such worlds, however, are what
Thomas Moore, in 1516, called
“utopias”, worlds that can inspire
but cannot exist.

We develop the new scenarios
not at the apexes but in the
areas of the Trilemma Triangle
that capture the most plausible
trade—offs between these diverse,
complex objectives, namely the
“two wins-one loss” areas in
which forces combine to achieve
more of two objectives. Each of

Efficiency

V o

Social
cohesion

these areas embodies trade-offs
acceptable to broader coalitions
of actors than in the utopian
worlds at the apexes.

Putting business relevance
first leads to more complex,
sometimes quite technical
analyses of our business
environment, as trade-offs
reflect investors’ and customers’
expectations, corporate
governance, legal cultures,
regulations, policies and
strategic choices, within and
across countries.

Our analytical framework
also highlights longferm
transformations that influence
how various acfors can “play
their cards” in pursuit of their
objectives.

Limits and future
developments

This Jet Stream report does not
seek to provide answers fo all
questions that may affect the
Group, yet it is a cornerstone
in @ more comprehensive risk-
assessment effort.

Jet Stream forces set contexts

that can be modified by external
shocks such as major wars,
radical climate change or major
pandemics like AIDS. Our
Navigation updates present
analyses of possible economic or
geopolitical crises and of regional
developments. Climate change is
the object of ongoing work to be
presented lafer, with the Trilemma
methodology also mobilised to
analyse its policy, regulatory and
legal dimensions.




Security

Efficiency

Key to these Global
Scenarios are the legal
environment, the market
culture, the global forces
of integration, and,
fragmentation and more
generally, the interplay
between the three forces
behind the trade-offs
and choices that shape

our global business
environment.

Social cohesion
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Low Trust Globalisation

a legalistic,
“ prove-it-
to-me”’
world

The absence of market
solutions to the crisis

of security and trust,
rapid regulatory change,
overlapping jurisdictions
and conflicting laws lead
to intrusive checks and
controls, encouraging
short-term portfolio
optimisation and vertical
integration. Superior risk
management and capacity
to comply with complex
patchworks of rules are
key challenges.
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a pragmatic,
“know me”’
world

“Built-in” security and
compliance certification,
regulatory harmonisation,
mutual recognition,
independent media,
voluntary best-practice
codes, and close links
between investors and
civil society encourage
cross-border integration
and virtual value-chains.
Networking skills and
superior reputation
based on performance
and accountability are
essential.

G 194dpy)

a dogmatic,
“follow me”
world

Zero-sum games,
dogmatic approaches,
regulatory fragmentation,
and national preferences,
conflicts over values and
religion give insiders an
advantage and put a
brake on globalisation.
Gated communities,
patronage and national
standards exacerbate
fragmentation, and call
for careful country-risk
management.
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Security Trust
Checks and

Rules-based

Controls

Precautionary

Voluntary codes

principle

Gated Community-based
communities loyalty

Trilemmap no 1: Resolution of the dual crisis

© Differences
between the
three scenarios
are captured in
Trilemmaps™
which compare
specific
features of

our business
environment.

Investors

Starting with possible resolutions
of the dual crisis of security

and trust, a foundation for

many other developments, we
look first at investors’ attitudes

in each scenario. They can

be captured in the contrasts
between “Exit”, “Voice” and
“Loyalty” (a trilogy of conflict
resolution behaviours that we
describe): while investors in

Low Trust Globalisation will
“vote with their feet”, they will
be more inclined to voice their
concerns in Open Doors.

As transparency and alternatives
are limited, Flags is a

world of high, even if
constrained, loyalty.

Institutions and Regulation
Turning fo key institutions

and processes shaping our
business environment, we then

Scenarios Drivers

Investors

Investors and
civil society

National
stakeholders

Disclosure Business Impact

Financial "Bolt-on"

Financial and "Byiltin"
global value

reporting

Financial and Hybrid
impact on
local communities

Trilemmap no 5: Transparency and disclosure process

explore implications in terms
of compliance, transparency
and disclosure process, and
regulation. How regulators
would interact across borders,
and how this would impact
business are essential aspects
of our Global Scenarios.
Regulatory competition in Low
Trust Globalisation contrasts
sharply with dominance of
national regulation in Flags,
and regulatory “co-opetition”,
a combination of in-depth
cooperation and of competition
to aftract investors and
companies, in Open Doors.

The emerging global
civil society

The ways in which a “global
civil society” can continue

— or fail - to emerge in critical
fields are also illustrated, as
part of a broader discussion

of civil society developments,
within and across borders. The
Trilemmaps that we present
focus on relations between
NGOs, companies and
government, on the post-Kyoto
regulatory framework to deal
with climate change, and on the
combination of self-regulation,
top-down controls and public
opinion oversight.

Trilemmaps™ are building

blocks that can be mobilized for
marketlevel applications, like risk
assessment or project evaluation.
They can also provide useful
tools for policy analysis and
formulations. Our intention in
this report is not to be exhaustive
but simply to illustrate how the
analytical framework behind the
2005 Global Scenarios lends
itself to in-depth, customised
strategic analysis.
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Trans-Atlantic relations, the Middle East peace process, conditionality and development

© Forces of
fragmentation
can be
triggered by
well intended
patriotism or
by religious
and social
ideals as well
as by ‘vested
interests’ and
protectionism.

/ \

The EU at 30,

and the US-EU “G-2"

Open Doors, reminiscent of the
1990s, is favourable to European
integrafion. Mutual recognition,
precautionary principle and
trustbased policies extend
beyond the EU, and a “G-2"
trans-Atlantic consultation process
acfs as catalyst of a rejuvenated
multilateralism.

In Low Trust Globalisation disfrust
sefs in, eroding many of the
previous agreements. Conflicts
over budgets, immigration, and
trans-Atlantic tensions capture the
headlines. Referendums are used
to backtrack on commitments,
such as the eniry of Turkey. Yet the
need to preserve an open market
contains protectionism. In Flags,
there is no such limit as patriotism
provides new justification for stafe
aids and national standards.

The Middle East

Open Doors offers hopeful
prospects for the Middle

East as the Iraqi situation is
internationalised and new
reforming groups emerge across
the region. The link between
development and security

is reinforced, opening new
possibilities of trans-Atlantic
cooperation in the region.

In Low Trust Globalisation,
strong regimes maintain order,
helped by high oil prices, but
there is litfle incentive to reform
and fundamentalism remains

an appealing alternative for
disenfranchised groups. The US
maintains a regional presence,
with a low profile. Flags sees a
turbulent Middle East, driven by
conflict. Low oil prices provides
additional incentives to attempt
cautious reform, but this is bitterly
contested. Others clamp down

¢ H1bd

on dissidence. Groups unite
against common enemies rather
than for common objectives.

African futures

For Africa also, Open Doors

is more favourable as the
international community takes

a longterm view on trade,
foreign aid and the fight

against AIDS. Conditionality

is about fundamental principles
(human rights but also Kyoto
implementation for EU donors and
Christian values for US ones).
Low Trust Globadlisation sees an
emphasis on access fo resources,
the fight against corruption and
efforts to deal with failed states
on an emergency basis.

Flags is about “strong men”,
patronage, national efforts to

combat AIDS, war against terror

and bilateral deals.
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The US financial and innovation global hub, the Chinese manufacturing hub and the EU regional clout

® Indll
scenarios,
the US and
China will be
key agents
of change.
Europe and
Japan will
react in ways
that will
contribute to
shaping the
international
system.

Globalisation carries
on in all scenarios,
but with major
differences in terms
of the depth and
speed of cross-

US leadership

The differential in long-term
growth potential between

the US on the one hand, and
Europe and Japan on the other
(approximately 3% against 2%
and 1%, respectively), means
that trade with, and foreign
direct investment into and out
of, the US have become central
to further integration patterns
within the OECD. Global
governance meanwhile reflects
an overarching US influence.

In addition fo its economic,
financial and demographic
importance, the US is also
playing an increasingly central
role in legal and regulatory
terms. US legal concepts and
regulatory standards are
adopted or imitated, and US
courts are increasingly involved

in seftling international disputes.

European and Japanese
‘soft power’

European contributions to
global governance, like the
“mutual recognition” concept,
embody a more decentralised
view of global integration.
Europe has demonstrated

very significant “soft power”,
preempting conflicts over
minorities in Central Europe and
facilitating political change in
Turkey or Ukraine. Yet, the role
of “soft power” is dependent on
the broader global context.

Forums like the International
Organisation of Securities
Commissions or the
International Accounting
Standard Board foster
convergence among domestic
jurisdictions, with the US a key
player and the EU quite often
able to leapfrog.

*

Chinese benchmarks

The combination of cheap
labour, market size and rapid
technological modernisation is
redefining the terms of global
competition, with China the
world's manufacturing hub.
Having rapidly modernized

its regulatory framework by
embracing WTO-endorsed rules,
China is now facing a broader
governance challenge, whether
at corporate or at public level
which we analyse separately.

Against this background, global
governance will differ widely in
our three scenarios, ranging from
rejuvenated multilateralism in
Open Doors to coalitions of the
willing in Low Trust Globalisation
and infer-national rather than
global order in Flags.
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States using, not resisting, the market

STATES

© The
patterns of
globalisation
are being
reshaped by
the transition
from Nation
States to

Market States.

Scenarios  Instruments

'Private
attorneys
general’

Voluntary best

practices

Command
and control

Cross-border dynamics

Regulatory
competition

Regulatory
co-opetition

Fragmented
national

regulations

Trilemmap no 6: Legal and regulatory integration

Mapping forces and trade-offs
shows how key actors will position
in search of those commanding
heights from which to leverage
skills and resources. In particular,
states do not remain passive as
market forces and globalisation
play an increasing role.

Contrary to a common
assumption in the business
literature, states are not withering
away, but instead use market
instruments and incentives, and
cooperate with private

actors, while still pursuing
national interests. Already, the
US legal doctrine of ‘private
attorneys general’ welcomes

the role of private law suits to
enforce compliance with

public norms. The utopias that
equate ‘markets’ with incentives
and ‘states’ with coercion (of
Command-And-Control) overlook

the way in which both sets of
institutions rely, and depend
upon, a combination of
incentives and coercive
capacities.

States have been engaged in one
of the secular transformations that
they have undergone in modern
history from the Kingly states of
the Peace of Westphalia to

the Nation States of the

twentieth century. The use of
market incentives becomes an
integral part of the instruments in
the hands of stafes. Regulators,
rather than planners, are
entrusted with fostering the most
efficient synergies between public
policies and private behaviours.
These depend on each nation’s
culture and also on the essential
trade offs characteristic of
various parts of the Trilemma
Triangle map.

€ #+1bd

The gradual transition from the
Nation State to a Market State
model implies a redefinition of
states’ fundamental promises,
towards maximisation of
opportunities for companies,
investors, civil society and
citizens rather than of the
Nation’s welfare.

The pro-choice reforms of
pension systems in Europe,

the provision of economic
incentives to North Korea to
stop its nuclear programme, the
acceptance of political change
by candidate countries like
Turkey to gain access to the EU,
illustrate the Market State logic.
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ty growth differentials and institutional discontinuities influencing economic growth

Average GDP growth rates
in the 3 scenarios, 2005-2025
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Open Doors TG Flags

© By 2025,
the level

of global
economic
prosperity

is 40% higher
in Open Doors
than in Flags.
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Total GDP in 2025, in PPP terms, by region
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Eurozone

Demographics will have a major
influence on economic growth,
demand for energy and on
difference among countries in
terms of appetite for change,
entrepreneurship and challenges
facing the pension and welfare
system. We turn to the UN
Population Division for 2025 and
2050 scenarios.

International migrations will

be the aspect of demographic
change most influenced by the
set of incentives and constraints
captured in the Trilemma
Triangle map and in the three
Global Scenarios. Open Doors
differs from the other two by the
importance of knowledge sharing
and offshoring opportunities that
can make up for the ‘youth and
brain drain’ prominent in Low
Trust Globalisation and Flags.

China

The Global Scenarios are
characterised by significantly
different global economic growth
rates, ranging from 2.6% per
annum in Flags to 3.8% in

Open Doors. These growth
differentials are largely explained
by differing levels of

productivity growth.

In Open Doors, technological
progress is rapid thanks to
substantial R&D efforts conducted
in a cooperative environment
within one set of global Infellectual
Property (IP) rules. With frade
barriers progressively dismantled,
and the hurdle of institutional
discontinuities diminishing, foreign
trade expands rapidly.

Financial markets are more
integrated, fostering the efficient
allocation of capital on a

global scale.
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World population prospects
(2005-2050) in billions
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Variant Variant

In Low Trust Globalisation,

trade integration also increases,
albeit along a flatter path due to
security concerns and continuing
institutional differences across
borders. IP regimes differ, and
knowledge dissemination is
hampered by legal and

security considerations.

A very different pattern develops
in Flags, where national barriers
undermine collaborative research
efforts across borders and
impede the wider distribution

of technological innovations.
Markets remain fragmented, and
high domestic savings

are required in order to

finance investments.



Low Trust Globalisation

While the energy profiles of the
three scenarios are quite different,
China and India experience
surging energy demand in all of
them, which changes the rules of
the game—raising prices,
redirecting investment flows and
straining geopolitical relations.

As OECD fields decline, hydrocarbon
resources are increasingly
concentrated in the Middle East
and the former Soviet Union,
increasing OPEC's market power.
Will the required investments flow
into these volatile regions — in time?

In all scenarios, growing energy
demand leads to the consideration
of alternative energy sources such
as renewables and unconventional
hydrocarbons. Sustainable
development requires efforts to
reduce carbon emissions, but
politicians also respond to short-
term social and economic needs.

Energy and environmental implications

Open Doors

Energy security

in Low Trust Globalisation
States use market incentives fo
achieve their goals, but do not
shy away from strict regulation
when objectives fail to be
achieved through the markets.
Energy security is a prime
concern, yet full cross-border
integration and interconnection
is not achieved. Environmental
protection is increasingly
integrated info energy regulation,
and alternative energy sources
are stimulated through tax

incentives and market instruments.

Strong economic growth in
emerging economies fosters
sustained energy demand
growth, empowering a cohesive,
proactive OPEC to remain an
essential actor in a security-
conscious world.

The market sets the rules
in Open Doors

It is customers who decide what
resources to develop in order
to satisfy demand for energy
in Open Doors. Externalities
are reflected in the market,

as polluters foot the bill for
their emissions. High levels of
innovation result in alternative
fuels and fuel cell cars being
vigourously supported and
infroduced. Clean coal
technologies are applied,
especially in China. Natural
gas markets develop and
integrate rapidly.

Nevertheless, in spite of the
emphasis on renewables, high
energy demand and price-
driven energy choices result in
persistingly higher dependence
on hydrocarbon resources—oil,
gas and coal—through 2025.

Uncooperative Flags

In Flags, societies turn to their
governments fo address issues

of energy security and pollution.
Governments, fearing major
threats to energy security,

resort fo national and bilateral
measures. Energy efficiency

and domestic energy resources,
whether fossil fuels or renewables,
are stimulated. Concerns for

the global environment lack
momentum, as issues of local
pollution fill the headlines,
resulting in narrow-minded
decisions and litle cooperation on
broader problems. Liberalisation
and integration of energy markets
are looked at with suspicion.

Low economic growth and strong
energy conservation policies
keep energy demand low, OPEC
cohesion suffers, and oil prices
are the lowest of the

three scenarios.



