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The world faces tremendous global challenges in the decades ahead, during

a period of increased volatility and rapid change. In this speech, Jorma Ollila
says the “triangle of trust” between government, business and civil society, which
helped us tackle the great issues of the past, is in dire need of repair. The future
challenges the world faces are complicated, global in scope, and will require far
more collaboration between government, business and civil society than we see
today. Ollila provides some thoughts on the role businesses can play in restoring

the triangle of trust.

We are here tonight to celebrate the
excellent work of this year's six finalists
for the Business Book of the Year.

| have always admired authors. It takes

a heady mix of self-confidence, faith and
risktaking determination to write a book.
No less of an authority than John Steinbeck
once said, “The profession of book-writing
makes horse-racing seem like a solid,
stable business".

Indeed, the decision to write a book is
almost always a gamble. There is no
guarantee your words will be published.
Even if they are, there is always the fear
your book will quickly end up in that most
humble of literary destinations: the discount

bin at Wal-Mart.

Fortunately, tonight's finalists need not fear
the discount bin. All have done a masterful
job of accomplishing the award's goal of
"providing compelling and enjoyable
insights into modern business issues”.

As one of the judges, | must confess this was
a most difficult decision. All are deserving
of this recognition. As | considered my
decision, it occurred to me that unlike so
many popular business books of the past,
these books focus little on strafegies and
how fo lead.

Instead, each in its own way addresses the
difficulty of dealing with a rapidly changing
world. Some common themes were the
interactions between business and society,
and how to balance our social values with
a wellfunctioning market economy.

When | speak here of a rapidly changing
world, I'm talking not only about the
business world, but of the larger world
around us. Whether we are addressing
technology, the economy or our political
institutions, the rapid pace of change is
forcing us fo consider new ways of dealing
with the global challenges ohead.

That is what | would like to discuss tonight.

How do we manage these changes and
effectively address our global challenges?
How do we balance society’s needs with
business needs? And can our palitical
institutions address the big issues of the
day in a rational, infelligent way?

Perhaps that last one is not a fair question
fo ask in the final week of a presidenfial

campaign!

It does seem politicians af times debate

the wrong questions. And they tend fo avoid

action on the toughest issues, particularly
in an election year. | can assure you this,
unfortunately, is not just an American
phenomenon.

There clearly are major global issues we
need to begin addressing soon. But before

| go there, it's useful to take a look at where

we are.

The state of the world
We have entered an era of far greater
economic volatility and cyclicality. This,

in furn, is generating more political volatility

and the perception of greater investment
risk.

“Whether we are
addressing
technology, the
economy or our
political institutions,
the rapid pace of
change is forcing us
to consider new
ways of dealing
with the global
challenges ahead.”
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To use a popular clichg, this is “the new
normal.” It is a lof like this unpredictable
weather: You never know how bad it's

going fo get, so you had better be well-
prepared for the next big storm and not
take any undue risks.

We have been through the deepest global
economic slump in 70 years, which has
tested the resiliency of our institutions and
of capifalism itself. It's a bit surprising to
realise that August marked the fifth
anniversary of the crisis in global financial
markets. Five years and we are sfill quite
far from a full recovery.

In fact, the global economy remains
surprisingly weak. One reason is our
economy has evolved info an increasingly
interdependent system — a system in which
domestic policy, even in the largest
economies, is shaped by global
developments.

In addition, slow growth and high
unemployment in much of the world have
confributed to more divisive politics.

And that, of course, works against more
cooperative regional and global solutions.

In the short term, the world faces three
big political uncertainties:

B The euro zone crisis;

® The transition of power in Ching;
B And the United States election.
On fop of that, we have the ongoing
volatility in the Middle East and North

Africa, where the political uncertainty
confinues fo affect the global economy.

So that is the state of our world at the
moment:

m A painfully slow recovery;

® Businesses sitting on a large amount of
cash, reluctant to invest:

® And a lot of uncertainty and pessimism
... driven in part by an increasingly
divisive and paralyzed political culture.

Have | depressed you yefe | do promise
fo share some optimism in a moment!

But it is imporfant to acknowledge the
way we are dealing with our regional

and global problems generally is failing.
We seem increasingly illequipped to deal
with change and the big issues of our day.

In the past, there was effectively a “rriangle
of frust” between government, business and
civil society, which helped us tackle the
great issues. Today that friangle of trust

is broken.

The quality of inferactions within the friangle
has been steadily declining for years, and it
is fime we come fo terms with that fact.

For the future challenges the world faces
are complicated and global in scope. They
cross borders. They potentially affect all of
us. They will require far more collaboration
between government, business and civil
society — not less.

For example, how will we fransition to

a more sustainable energy system while
meeting growing demand? How will we
reduce CO, emissions to avoid the worst
effects of climate change? How will we
avoid overstressing our resource systems —
including water, energy and food — as
we add another 2 billion people to our
population by mid-century@

New approaches

Llongterm, there is no easy answer to

these questions. But we have some choices
to make now,and we know the turbulence
ahead will only worsen the longer we
delay action.

New approaches are needed. We need
fo find ways to gef past the political and
economic paralysis that is thwarting
progress.

“In the past, there
was effectively a
“triangle of trust”
between
government,
business and civil
society, which
helped us tackle the
great issues. Today
that triangle of trust
is broken.”
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Some even argue that in a more turbulent
world we need fo lower our expectation
for continuous economic growth. They say
it is unrealistic to expect ongoing economic
growth, because productivity growth could
very likely decelerate over the next century.

I'm not sure | buy that. But change and
volatility do tend to cause us to question
many of our assumptions, which is good.

Amid all this pessimism, | do believe there
is reason for optimism.

It is important to remember this: We are
facing some of these issues only because
of the unprecedented progress the world
has made through globalizing the economy
over the past few decades — progress that
has seen an estimated 2 billion more
people rise into the middle class.

That is a tremendous achievement for
humanity and shows what is possible.

In addition, the democratization of
information and communication fechnology,
such as the rapid spread of the mobile
phone, is changing lives on a global scale
— especially in developing countries.

So how do we deal with this new
environmente How do we begin to mitigate
the increasing stresses this progress is
generating, while still growing the global
economy? And how do we build a global
movement for change so we can actually
make progress?

| am afraid | don't have all the answers.
If I did, I might be one of those politicians
running for office!l But | do have a few
thoughts.

In a volatile world, there's a greater need
to develop “resiliency” info our systems.
By that, | mean the capacity of business,
economic, political and social structures to
adapt and grow in the face of change
and volatility.

Businesses and governments that excel in
the future will do a better job developing
options to deal with unanticipated crises:
From political upheavals to natural disasters
fo technological change.

To address the trust issue, we need to be
more transparent in how we operate.

The need for business to listen is far greater
foday. We also need to do a better job

of explaining what we do and why.

Transparency in Alaska

Here's an example of what | mean: As
you may know, this fall Shell began initial
exploratory drilling for potentially vast oil
and gas resources far below the shallow
waters off Alaska's coast.

| was up there just last week. And | can fell
you first hand, this is a region of fremendous
beauty, opportunity and extremes: an
extreme environment, with extreme resource
potential and extreme oversight.

To deal with the environmental extremes,
we are ufilising our technical know-how
and the latest drilling and spill-prevention
fechnologies. Our preparations have been
unprecedented. Our Alaska plans are
arguably the most heavily scrutinised in
our industry’s history, and our actions are
being closely watched.

Alaska’s remoteness and sensitive
environment warrant extraordinary
precautions. So does the proximity of
indigenous peoples who subsist off the
land and water.

Just as important as our fechnical
preparations, is the way we have behaved
as a company. We recognized early on
that it was critical fo listen and leam.

Over the past several years, Shell took part

in more than 500 meetings with people and

organisations in Alaska to better understand
and address their concerns. Through these
discussions, we learned a lot. And we
changed our plans.

“We are facing
some of these issues
only because of the
unprecedented
progress the world
has made through
globalizing the
economy over the
past few decades -
progress that has
seen an estimated 2
billion more people
rise into the middle
class. That is @
tremendous
achievement for
humanity and
shows what is
possible.”

“To address the
trust issue, we need
to be more
transparent in how
we operate. The
need for business fo
listen is far greater
today. We also
need fo do a better
job of explaining
what we do and
why.”
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For example, we cut our drilling programme
in half over concerns we were moving

too fast. We committed fo leave the area
during the drilling season while Alaska
Natives conduct their whale huns.

By simply being open about our plans,
by being respectful, by listening and
responding, we have gained the support
and frust of the people who will be most
affected by our development, including
some who initially opposed it.

Role of business

| also believe business needs to take

a larger role in exploring new forms of
partnership and collaboration, with
governments, with inferest groups and
NGOs, and with businesses outside our
own industries.

There are several reasons why this makes
sense. First, government agencies and
elected officials are constrained by their
jurisdictional boundaries and short election
cycles.

Second, industry generally has a longerterm
view and a more international perspective
and reach. In energy, for example, we
offen make large investments that can span
over 30 or 40 vears.

Third, each business and industry tends
to have a limited focus on its role within
the overall economic value chain. So
partnership and collaboration among
businesses is also essential.

This mismatch in boundaries and time
frames between industry and government
inhibits progress in responding to change
and dealing with our long-term challenges.
The regulatory capability of the public sector
also could benefit from the private sector’s
technology, innovations and project skills.

So it makes sense to develop more effective
ways fo bring these parties together, to
create new forms of collaboration that are
integrated and influential.

Again, there is reason for optimism. Some
work already is under way to create new
forms of collaboration that could restore the
friangle of frust.

For example, there has been an ongoing
diologue about one of the issues |
mentioned earlier: the challenge of
effectively managing our energy, water
and food systems as we add 2 billion
more people to the global population by
2050.

Our industry uses a lot of water fo produce
the energy we develop and the fuels and
chemicals we produce; utilities use a lot of it
fo generate electricity. This will increasingly
become an issue as the world's demand for
water grows with the rising population and
everlarger cities.

I's also a big issue for the food and
agriculture industries. That's because an
even larger amount of water is needed fo
grow and get the food we eat to our tables.

At Shell, we've been working fo understand
how the world's energy and water systems
are interconnected. Our goal is to do a
better job of developing energy resources
in ways that limit the impact on the water
system.

Recently, we have brought together a small
group of CEOs who have committed their
companies fo joint projects that may
demonstrate what can be done to mitigate
these kinds of resource sfresses. The idea
is fo find practical ways to make local
economies and resource systems more
resilient.

What is inferesting about this initiative is it
involves companies from different industries,
not just the energy industry. We want to
identify what works, then replicate it
elsewhere and create new business
opportunities.

“By simply being
open about our
plans, by being
respectful, by
listening and
responding, we
have gained the
support and trust of
the people who will
be most affected by
our development,
including some who
initially opposed it.”

“At Shell, we've
been working to
understand how the
world’s energy and
water systems are
interconnected.
Our goal is to do a
better job of
developing energy
resources in ways
that limit the impact
on the water
system.”
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We recognise actions are more persuasive
than mere talk, which is why we have not
really talked much about this initiative yet.
It is still in its early days, and we want to
wait until we have some positive results.

Another example of an effort fo rebuild frust
within the triangle is the Energy for Society
Principles. This is an inifiative of the World
Economic Forum fo help accelerate the effort
fo meet our future energy needs by resforing
society’s confidence in our industry.

The goal is to focus our industry around a
set of principles fo foster open and
tfransparent communication, fo increase
understanding and more collaborative
action. Shell CEO Peter Voser and 19
other energy company CEOs around the
world have already signed on.

In the big picture, these are relatively
modest efforts. But perhaps it is the
accumulation of collaborative efforts like
these, which cross traditional boundaries,
that will grow into a movement and larger-
scale success.

In fact, this "bottom-up” approach may be
more viable and build more momentum in
the long run, given the obvious failure of
ambitious “top-down” approaches in recent
years.

One final thought I'd like to add: If we are
going fo meet our future global challenges,
leaders in both business and government
will need to develop certain critical traits.

The old ways of doing business and
governing are unlikely to get us where we

need to go. In this new era, leaders need
fo be humble enough fo want to see through
the eyes of others, and understand what
drives them.

They need to be wise enough fo recognise
their success depends on accommodating
the interests of others. They need fo be far-
sighted enough to distinguish trends and
real disruptions from everyday volatility.
And they need fo be resilient enough to
tackle the inevitable challenges of a
turbulent world.

My guess is those who succeed in this
regard will likely be the subjects of award-
winning business books in the future.

In conclusion, we in business need to be
willing to experiment more and accept
that at times we will fail. We need to
accept that some ideas by themselves
will not generate profits immediately.

And we may need to move forward on
promising initiatives even without the
proper policies and incentives in place.

There is a great opportunity for global
business leaders fo restore the frust
necessary o address these global
challenges. It is also our responsibility fo
help address these issues, o help break
through today's gridlock so we can
continue mankind'’s long march toward
greater prosperity.

“In fact, this
‘bottom-up’
approach may be
more viable and
build more
momentum in the
long run, given the
obvious failure of
ambitious ‘top-
down’ approaches
in recent years.”

“The old ways of
doing business and
governing are
unlikely to get us
where we need to
go. In this new era,
leaders need to be
humble enough to
want to see through
the eyes of others,
and understand
what drives them.”
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