Massive Losses Should Be a Warning to Big Oil that Its Bonanza Is Over
Feb. 7, 2021 – The final months of 2020 were a tough end to a tough year, according to BP’s chief executive.  But Bernard Looney’s verdict on the worst financial year in the industry’s history is a devastating understatement.  It was a period marked by 1,000s of job cuts, battered dividend policies, and record multi-billion-dollar losses.
BP revealed a full-year loss of $18 billion, its 1st since the Deepwater Horizon disaster more than a decade ago, while US oil giant ExxonMobil reported an annual loss of $22.4 billion – its 1st ever.  Shell capped a year in which it slashed its dividend for the 1st time since the 2nd world war, with a deficit of almost $20 billion.
The crushing decline of the oil industry during the Covid-19 pandemic may be unprecedented.  But it is also a foreseeable outcome for fossil fuel producers in the years ahead.  The race to create clean-burning biofuels and hydrogen to propel aircraft and seaborne tankers is gaining pace.  At the same time, electric vehicles are accelerating into the mainstream.
A green transport future is arriving faster than even the most optimistic environmentalists had hoped, and fossil fuel executives had feared.
Managers have a choice: they can view the 2020 collapse as an unprecedented event in the history of the industry, or a grim foreshadowing of its value in a world that no longer needs fossil fuels.  Both are valid viewpoints, of course.  But unless oil companies prepare today for a greener future, they face an indefinite number of dire financial years.
There are some signs that the warning of 2020 has been heeded by the world’s biggest producers. Companies including BP, Shell and Norway’s oil giant Equinor are taking an aggressive position within the offshore wind market, Shell is accelerating its move into electric vehicle charging, and all seem enamored by the potential for a hydrogen economy.
But the real trick to guarding against the risky future for fossil fuel production is to stop producing fossil fuels.  None of the major oil companies seem ready to make that leap.  They may want to hurry.
For further proof, if it were needed, that the low-carbon race is advancing apace, turn your attention to the US comedy star Will Ferrell.  The actor has – temporarily – traded in his big-screen gags for a General Motors television advert in which he vows to help the US beat Norway’s dominance in electric vehicles.  The ad, which is due to run in the US during the Super Bowl, is perhaps the clearest sign that forgoing fossil fuels is no longer the niche pursuit of the eco-conscious.  If the star of Anchorman is using the phrase “Norway is out EV-ing us” in one of the most-watched US television slots of the year, we can safely assume that electric vehicles have arrived in the hearts and minds of middle America.
There will be Big Oil naysayers who insist that the road towards green transport will be more of a long and winding path than a motorway.  That is to be expected.  It comes from the same playbook used by the fossil-fuel industry when renewable energy began to emerge.  Energy from the sun and the wind was once dismissed as being too expensive, too difficult to store, and technically incapable of playing a major role in the energy system.  In a matter of years, renewable energy developers have quietly proved these theories wrong.
Oil company bosses who believe there is one last hurrah for fossil fuels before the green renaissance takes hold may be proved wrong yet again, and this time there will be no excuses.  Many warning shots have been fired in the green revolution, but none so loudly as in 2020.  It’s time to bite the bullet.
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