


[image: 001]




Table of Contents

 


Title Page

Copyright Page

Foreword

Introduction

 


Part 1 - Discovering the World’s Blood: Oil’s Early Years

Chapter 1 - From Nuisance to World’s Prized Commodity

Chapter 2 - The Making of Oil

Chapter 3 - The World B.P.—Before Petroleum

Chapter 4 - Dawning of the Modern Age

Chapter 5 - Up from the Ground

 


Part 2 - Keeping the Blood  Flowing: Petroleum Goes Global

Chapter 6 - Oil Spreads Around the Globe

Chapter 7 - The Crude New World

Chapter 8 - The Industry Grows

Chapter 9 - Breaking Up Was Hard to Do

Chapter 10 - International Players in Oil Politics

Chapter 11 - Getting Our Petroleum Fix

 


Part 3 - Bloody Wars: Fighting for Fuel

Chapter 12 - Making Oil a National Priority

Chapter 13 - Oil as a Spoil of War

Chapter 14 - Battling for Middle East Control

Chapter 15 - Terrorism and Oil

 


Part 4 - Clogging the   Bloodlines: Policy, Politics, and Greed

Chapter 16 - Conservation Versus Exploration

Chapter 17 - Lobbying for Oil

Chapter 18 - The Politics of Energy

Chapter 19 - Federal Oil Leasing Policies

Chapter 20 - Playing the Oil Pricing Game

 


Part 5 - Looking to a Bloody  Future: Will We Continue to Depend on Oil?

Chapter 21 - Polluting Problems

Chapter 22 - Fuel Efficiency and Renewable Sources of Energy

Chapter 23 - Digging Deeper

Chapter 24 - Global Hot Spots

Chapter 25 - Getting Too Warm?

Chapter 26 - Crystal-Ball Gazing

Appendix A - Glossary

Appendix B - Further Reading

Index




[image: 001]




Copyright © 2003 by Lita Epstein, C.D. Jaco, and Julianne C. Iwersen-Niemann

All rights reserved. No part of this book shall be reproduced, stored in a retrieval system, or transmitted by any means, electronic, mechanical, photocopying, recording, or otherwise, without written permission from the publisher. No patent liability is assumed with respect to the use of the information contained herein. Although every precaution has been taken in the preparation of this book, the publisher and authors assume no responsibility for errors or omissions. Neither is any liability assumed for damages resulting from the use of information contained herein. For information, address Alpha Books, 800 East 96th Street, Indianapolis, IN 46240 THE COMPLETE IDIOT’S GUIDE TO and Design are registered trademarks of Penguin Group (USA) Inc.

eISBN : 978-1-440-69613-8

eISBN : 978-1-440-69613-8

Library of Congress Catalog Card Number: 2003110663 


Interpretation of the printing code: The rightmost number of the first series of numbers is the year of the book’s printing; the rightmost number of the second series of numbers is the number of the book’s printing. For example, a printing code of 03-1 shows that the first printing occurred in 2003.




The authors and publisher specifically disclaim any responsibility for any liability, loss, or risk, personal or otherwise, which is incurred as a consequence, directly or indirectly, of the use and application of any of the contents of this book.

Most Alpha books are available at special quantity discounts for bulk purchases for sales promotions, premiums, fund-raising, or educational use. Special books, or book excerpts, can also be created to fit specific needs. For details, write: Special Markets, Alpha Books, 375 Hudson Street, New York, NY 10014.


http://us.penguingroup.com




Foreword

Like the Tin Woodsman in the Wizard of Oz, we need oil to move. Without it, we are as helpless as he was after a rainstorm. For those of us who experienced the energy crisis of the mid-1970s,

han we did then. And second, the real price of oil has actually declined to a point where it is almost the same price it was before the oil price shocks of the 1970s.

Today, that means wars in oil-rich regions in defense of vital U.S. interests. It’s not really a matter of debate that the American way of life, and by extension, American security, rests on the free flow of oil from the rest of the world to the United States.

We live in a free-market economy. Higher prices prompt substitutes. In this case, higher oil prices should encourage efficiency and development of alternative energy resources, over the long term. So, in order to discourage that quest for efficiency and alternatives, the oil industry (producers, refiners, and retailers) has succeeded in moving the real price of oil to levels where conservation is economically illogical, and alternative energy sources are simply not cost competitive.

In a free market economy, conservation and increased efficiency follow higher fuel prices. The more expensive the gasoline, the more we focus on fuel efficiency. In the late 1970s and early 1980s, in the wake of that energy crisis, automobile marketers constantly extolled the miles per gallon (MPG) their cars could deliver. Today, almost no automobile marketing campaign focuses on fuel efficiency. Certainly not those campaigns that tout the virtues of SUVs, luxury sedans, and even the new Beetles. MPG simply doesn’t sell today. Why? Because gas is cheap. To be sure, the price of gas seems higher lately, but real gas prices are still hovering around pre-energy crisis levels. Only when those real prices begin to climb will we start caring about MPG again. Until then, lifestyle and safety rule the auto marketing world.

And in case you were wondering, long-term low prices don’t stop the oil industry from recording record profits in the short-run. Price spikes generate huge profit windfalls for the energy companies. Of course, these spikes eventually settle back to a lower level.

The debate over the politics of oil often devolves into a more hysterical discussion of “Big Oil” and its cozy relationship with the U.S. Government (indeed, with many governments). From the Teapot Dome scandal to the current Bush Administration’s open ties to energy companies, we are wary of oil’s ties to our leadership. There is no doubt that the oil lobby has quite effectively wielded its resources to optimal effect, in both the Executive and Legislative branches of the U.S. Government. However, this practice is certainly not limited to the energy lobby. It is fair to say that lobbying is an integral (if apparently distasteful) element in our way of governing.

Similarly, the practice of controlling (or at least encouraging) energy prices for long-term discouragement of alternative energy sources seems unfair, but is in fact a testament to the capitalist system in which we live. Pricing in energy may be manipulated, but it cannot be totally controlled. Good old-fashioned greed will ensure that over time energy prices will respond to the laws of supply and demand.

More intriguing is the eventuality that some day the lobbyists and oil industry will not be able to maintain that long-term price structure for oil. Supplies someday may become restricted to the point where prices will have to rise to the level where alternatives become cost effective. In fact, experts predict that oil production will peak in 2010 (it has already peaked in the United States, and is declining). One wonders what will become of the big oil companies then.

In many technology shifts of the past, dominant producers of the current technology didn’t make the transformation to producing the new one. Only one carriage maker (Studebaker) made the transition to manufacturing automobiles. No vacuum tube makers made the transition to producing integrated circuits. The challenge facing the oil industry is no less acute. Optimizing on the efficient production, refining, distribution, and retailing of oil in order to satisfy current stakeholders may doom “Big Oil” from shifting into fuel cell technology, or whatever other technologies may spring from our eternal inventiveness.

If the economic impetus for developing alternative energy remains weak, given the low long-term price of oil, governments must create a regulatory impetus for developing these alternative sources. The tools are taxes, rebates, incentives, and rewards. Blunt tools, to be sure, but effective over the long-term that we are considering.

The challenge is how do governments accelerate the process of transition from nonrenewable to renewable energy sources? The current oil lobby is effectively limiting governmental programs that would provide this artificial stimulus to develop alternative energy. The interplay of money and lobbying with presidents, cabinet secretaries, senators, and members of congress is the prime determinant of how soon and how effectively governmental programs can stimulate alternative energy sources.

One of the hurdles we face in our market-driven democracy is that we are not always presented with complete or even accurate information about oil, and the politics surrounding it. Becoming informed is the first step to becoming aware. At that point, the options are ours to determine how to deal with the future politics of oil. The challenges are two-fold: getting the right information, and then making sense of it. The authors of this book have helped us in these essential areas of information acquisition  and understanding. In doing so, they have provided us a comprehensive, easy-to-understand resource. The politics of oil and its players are not welcoming to the common citizen, but this guide opens the door for our understanding this complex, yet vital issue.

—Joseph Tragert 
Ipswich, Massachusetts 
August 2003

Joseph Tragert is the author of The Complete Idiot’s Guide to Understanding Iraq and  The Complete Idiot’s Guide to Understanding Iran. He is also co-author of The Complete Idiot’s Guide to Understanding North Korea.




Introduction

Each day when you start your car, you probably don’t think about what you would do if there wasn’t enough easily attainable gas to keep it going. However, those of us who lived through the long gas lines during the 1973 oil crisis—when OPEC shut off the oil spigot—know how quickly oil scarcity can shatter our well-ordered lives.

And a severe oil shortage would have a far greater impact than long lines at the gas pumps. That’s because in the past 100 years, petroleum or petroleum-based products have found their way into most of our kitchen products, our medicines and medical equipment, and a good deal of our consumer goods—essentially, if it’s made out of plastic, it’s made with oil. Oil also fuels our industry, and without it many of the products we buy would not be available today.

With its all-encompassing role in society, the oil industry has been able to use its power to control many of our political processes. Of course, they’ve paid for the privilege with corporate campaign contributions and even bribery in some countries.

In this book, we explain how oil has become one of the world’s most important resources, point out what industry insiders have done to keep it that way, and consider whether oil will always be around to feed the world’s addiction.




The Drama of Oil, in Five Parts 

The story of oil is one of high drama. It is filled with intrigue, politics, money, ingenuity, greed, competition, and yes, even blood. We break that story down into five bloody parts, as follows:

Part 1, “Discovering the World’s Blood: Oil’s Early Years,” recounts oil’s more innocent days. For, although it’s now hard to believe, there was a time when oil was considered more of a nuisance than a commodity—simply stinky black crud oozing from the ground. It didn’t take people long to recognize the value of oil, however; soon enough, clever folks were building simple devices to pump oil from the ground and putting together crude pipelines to transport it. Even after the discovery that kerosene provided a relatively clean-burning source of light, oil didn’t really provoke much controversy. These chapters tell the story of those early, more innocent times.

It wouldn’t be long before those innocent days were gone for good. Part 2, “Keeping the Blood Flowing: Petroleum Goes Global,” recounts how the industry that grew up around oil developed into a powerful force that controls much of the world’s machinery, heats our homes, and fuels our cars. And when any industry has a stranglehold on such a valuable commodity, you can bet that industry does whatever it takes to keep things just the way they are—just like John D. Rockefeller’s Standard Oil Company did.

The actions that the oil industry will take to keep the oil flowing fast and furious is nothing compared to what national governments will do. Part 3, “Bloody Wars: Fighting for Fuel,” looks at the wars that have, at least in part, been fought to control access to oil. From World War I to the so-called War on Terror, don’t be surprised to find oil as a spoil of war.

Part 4, “Clogging the Bloodlines: Policy, Politics, and Greed,” takes the story of oil to Washington, D.C., to see how oil politics play out in our nation’s capitol. It is in the White House and the halls of Congress that our nation’s energy policy is set, and that policy has a tremendous impact on our economy and our environment. Many people question whether policymakers have Americans’ best interests in mind when they set energy policy, or whether they are simply looking out for oil industry big-wigs, whose lobbyists dangle money in front of politicians’ noses at every opportunity.

Part 5, “Looking to a Bloody Future,” explores questions on everyone’s minds, such as “Will our children and their children have enough oil to meet their needs and desires?” and “Is oil the cause global warming?” We’ll explore critical issues facing the future of oil and look at the potential of energy alternatives.




Helpers 

We’ve designed a few aides to guide you more easily through this book:
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Petro-Facts

Facts and figures aren’t everyone’s favorite reading material. We’ve placed these helpers around the book for folks who like to read more about the details.
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Drill Bits

The oil industry has a language of its own. We help traverse that geologic landscape with definitions of key words you might not use everyday.
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Slick Sayings

It seems that everyone likes to talk about oil, and some of that talk can be pretty slippery. We’ve picked a few of the best quotes to help you better understand the issues.



Petroleum People

Wildcatters, oil men, politicians, and industry executives have all made critical contributions to the formation of today’s huge oil industry. We’ve picked out a few of the more interesting players to give you a bit of background about them.
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Part 1

Discovering the World’s Blood: Oil’s Early Years

From dinosaurs to flame throwers to wildcatters to oil gushers—the story of oil has never been boring. The following chapters trace the flow of oil back to its geological origins as decaying matter. They then move on to consider the first early uses of the black stuff that people found oozing out of the ground. Things start picking up pace at this point, as ingenious individuals started putting oil to use as pitch for their boats, fuel for their torches, and ammunition for their weapons.

Once oil started taking on value as a commodity, it wasn’t long before the capitalists came on the scene to sell a product and turn a profit. The world would never be the same after that.
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Chapter 1

From Nuisance to World’s Prized Commodity

In This Chapter • How oil has shaped the modern world
• Cooperation and conflict among petroleum producers and consumers
• Where resource wars are likely to erupt
• Environmental consequences of oil



 

The twentieth century began the age of oil. Until around 100 years ago, petroleum had been a curiosity or a nuisance, oozing from the ground, creating what we call sinkholes. Throughout human history people have tried to find a use for the black crud. They slapped it on ships’ hulls as pitch to make them waterproof, and squirted it in chariots’ wheels to grease the axles. Even after the first modern oil well was sunk in 1859, petroleum was primarily valued for the distilled kerosene that replaced whale oil in the world’s lamps.

Things turned around for oil in the 1890s, when engineers and tinkerers in the United States, France, and Germany almost simultaneously developed small internal combustion engines to power two and four-wheeled vehicles. In just 15 years, there were hundreds of thousands of automobiles and trucks in the United States, all of them powered by the black crud. It was a seismic technological shift that transformed the world.

In the twenty-first century, oil remains the most important commodity in the world. Without oil, industrial and technological society as we know it would not exist. Unfortunately, it is also responsible for death, war, political turmoil, and environmental damage. During the first Persian Gulf war, the world watched as flames engulfed hundreds of oil fields, having been set by Saddam Hussein’s Iraqi troops as they retreated from Kuwait in 1991. In March 2003, Saddam Hussein again took center stage as the United States declared war on Iraq after 12 years of attempts by the United Nations to disarm Hussein. Although politicians and military strategists deny it, many people believe that oil is the primary reasons these wars were fought.




The Politics of Oil 

Despite advances in computer and other “high” technology, oil remains the spine of modern life. Petroleum products power jets, cars, ships, and trucks, and are used to manufacture everything from furniture and telephones to computers and highways. Oil drives the modern industrial economy and will continue to do so for the foreseeable future, so exploring for oil, pumping oil, transporting oil, and using oil form the basis of many international political arrangements.

In terms of human history, this has happened overnight. Until the 1920s, for example, Kuwait was an oil consumer rather than an oil producer, importing American kerosene to light its lamps and American gasoline to power the few automobiles in the region.
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Slick Sayings

Postwar development relied on cheap and abundant oil, kept that way largely by threat or use of force.

—Linguist and political activist Noam Chomsky, 1996


The world has been driven by the politics of oil for less than a century. Only since the start of World War II has it become the centerpiece of international policy.

Since oil is substitutable—that is, it crosses national borders with impunity and, with slight chemical variations, is the same in Indiana as it is in Indonesia—it’s valuable anywhere it’s found, as long as it can be transported to the industrial nations that need it.

For the rest of this century, the politics of oil will take several forms, including the following:• Increased complaints from developing nations that they’re being exploited to satisfy the oil needs of rich countries.
• Increased and more expensive efforts to explore for oil in both mature locations (the Middle East, the United States, Venezuela) and in previously unexplored or under-explored regions (West Africa, Russia, the Caspian Sea region, the Arctic).
• Increased concern about how the rise of Islamic radicalism might threaten Middle and Far-East oil supplies.
• Increased use of military force and economic leverage by the world’s industrial powers to guarantee the continued flow of oil.
• Increased political battles between environmentalists and conservationists worried about pollution and political instability, and conservatives and pro-business groups worried about the continued flow of oil.



 

Will all this just be temporary and end when the world runs out of oil in the not-too-distant future? Despite popular wisdom, the answer is “no.” A couple of examples illustrate why. By the end of the twenty-first century, oil reserves, at least oil reserves that can be explored at a reasonably low cost, will have largely been exhausted in Saudi Arabia. Offshore oil in West Africa and inland oil in the Caspian Sea region have barely been exploited.

It costs a good deal more money to drill in the Caspian mountains or the African seabed than it does to sink a well in the desert sands, so oil from these locations will probably, on average, cost more than oil drilled in Middle East desert sands today. Industrialized nations cut per capita energy use and have raised fuel conservation standards remarkably in the last two decades of the twentieth century. In addition, the low birth rates in industrialized Western Europe means that the number of people there will shrink, not expand, in the twenty-first century.

But the population of North America is growing robustly and will continue to grow. As China and India grow in technological prowess, their machines and the huge populations who operate them will need more and more energy.

Nobody doubts that one day, perhaps by the end of the twenty-second century, almost all fossil fuel reserves will have been sucked or gouged from the earth. By then, other fuels—hydrogen? Ethanol? Something currently unknown?—will have taken oil’s place. Or maybe the power of the sun will be harnessed economically. Most likely, the world will have a combination of many energy alternatives.

But for the next dozen decades or so, oil will remain the fuel that fires many of the planet’s worries. The fault lines will generally, but not exclusively, continue to split the world into two camps: the oil producers and the oil consumers.




The Oil Producers 

The United States is the world’s second largest oil producer. If the USSR still existed, it would top the list, but since the former Soviet Union split into numerous countries in the 1990s, Saudi Arabia has taken over the number-one spot. Here’s a list of the world’s leading oil producers in metric tons per year, ranked at the start of 2002 by the International Energy Agency:

World’s Leading Oil Producers, 2002
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Compare the list of the world’s leading producers with the Agency’s list of leading oil exporters from the same period, also expressed in metric tons of oil per year:

World’s Leading Oil Exporters, 2002
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The difference is that in addition to potentially unstable countries like Russia, Iran, and Venezuela appearing in the first list, actually unstable countries like Iraq, Nigeria, and the United Arab Emirates show up in the second list. In fact, of all the nations on these lists, only the United States, Norway, the United Kingdom, Canada, and to a lesser extent, Mexico and China, have stable governments and societies that are not prone to either secular or Islamic revolutions.

Now the problem becomes clear: In general, stable developed nations depend upon potentially unstable developing countries for oil. That dependence is bound to grow in this century, as more countries from the former Soviet Union and Africa join the list of leading producers and exporters.

The biggest gap between oil-producing nations and oil-consuming nations, though, has nothing to do with geography nor ideology nor theology. It’s a battle between the rich and the middle class, if not the rich and the poor.

[image: 010]

Petro-Facts

In 2001, the Middle East was the largest oil-producing region on the planet, with almost 30 percent of total oil production. Asia, including China, and Latin America each produced about 10 percent of the world’s total oil.

—Source: International Energy Agency, 2002


 

 

At the end of the twentieth century, average per-capita income in the United States was almost $32,000. In Western Europe and the industrial nations of Asia, the per-capita figure was between $22,000 and $23,000. The only non-European oil-producing nation to sneak onto this high-income list was Kuwait, with a per-capita income slightly greater than France’s.

Arabian Peninsula oil producers Qatar and the United Arab Emirates each had per-capita incomes in the $13,000 range, a shade better than Spain. After that the difference between oil users and oil exporters becomes starker. Oil giants Saudi Arabia and Venezuela only have per-capita incomes around $9,000—less than a third that of the United States. Iran’s is only $5,000, while African oil producers Nigeria and Angola have per-capita incomes around $1,000.
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Drill Bits

Petrodollars is the term applied to money paid to oil-producing countries, which is usually deposited in Western banks. The primary currency for buying oil is the U.S. dollar.


Future security crises may very well be fueled by the failure of oil wealth to gurgle down to the average person in many of these nations. The irony is inescapable: The West often sees oil producers as gluttonous, greedy, and rolling in petrodollars; the oil producers often see the West as gluttonous, greedy, and wallowing in cheap oil ripped off from the Third World.




The Oil Consumers 

The United States is the world’s largest oil consumer, followed by industrialized Europe, Japan, and the emerging giants of China and India. As the latter two develop in this century, the calculations will change, but for now, the oil fields in troubled areas like the Middle East, Africa, and Latin America supply the energy to keep industrialized North America, Europe, and Asia running.

This makes the fight card of future energy disputes fairly clear—the world’s industrial powers versus the earth’s energy-producing heavyweights, a pattern that has endured for almost 100 years. At the end of World War I, the industrial powers of Europe and North America realized that their national security depended upon airplanes, ships, tanks, trucks, and armored cars—or in other words—on oil.


Oil’s Role in WWII 

The outbreak of World War II saw a direct emphasis on controlling oil supplies and energy sources. The primary internal justification the Japanese Imperial High Command used for the sneak attack at Pearl Harbor on December 7, 1941, was the oil embargo the United States had slapped on the Empire of Japan.

The Japanese theory was that if the U.S. Pacific Fleet were knocked out, the United States would be unable to oppose a Japanese push south toward the oil and rubber deposits of the Malay Peninsula, Indonesia, and Southeast Asia.

Half a world away, Hitler’s invasion of the Soviet Union in 1941 was aimed not only at eliminating Bolshevism and the “subhuman” Slavs, but at controlling the oil fields in the USSR’s Baku region along the Caspian Sea.


OPEC and OCED 

The postwar world saw the rebuilding of Germany and Japan and a tremendous economic surge in the United States. Both oil consumers and oil producers formed their own organizations: The Organization for Cooperation and Economic Development (OCED), made up of the industrial nations, and the Organization of Petroleum Exporting Countries (OPEC), made up of most oil-producing nations.

The battle lines between the OCED members and other industrial powers, and the OPEC nations and other oil producers, remain drawn to this day. The OCED cartel is primarily interested in maintaining the free flow of oil, relatively cheaply if possible, but flowing nonetheless, regardless of price. The OPEC cartel is mainly interested in maintaining a relatively high price for oil and getting as much per barrel from the industrial nations as possible.

[image: 012]

Drill Bits

The Organization for Cooperation and Economic Development (OCED) was formed among the Europeans and Americans in 1961 to maintain the free flow of oil.

The Organization of Petroleum Exporting Countries (OPEC),  which held its first meeting in Baghdad in 1960, was started by oil-producing nations to maintain a high price for oil.


 

 

The two sides have managed to maintain an equilibrium of sorts, despite several OPEC boycotts and instability within several oil-producing countries. Ironically, the same oil wealth that’s transformed places like Saudi Arabia and Kuwait has led to social instability because many countries spent money lavishly on modernization projects and on relatives of the ruling families, rushing former tribal, rural societies headlong into the modern era. This produced social dislocation and, in the case of the Saudis, demands from religious fundamentalists that their countries return to basic tenants of Islam.

Fundamentalists seized power in Iran in 1979, igniting a global crisis that we still face as adherents of fundamentalist Islam faced off with secular forces across the oil-producing Muslim world. At the same time, oil wealth has been used by countries like Iran, Iraq, and even Saudi Arabia, to funnel money to anti-Western terrorist organizations.

This quickly became another source of tension with the West, as anti-Israeli and anti-Western groups, both religious and secular, began terrorism campaigns in the 1970s. The struggle between oil producers and oil consumers has turned into something far more deadly than commercial disagreements about the price of oil. It has become a clash of civilizations, pitting the Middle Eastern and other terrorist/freedom fighters against Israel and its Western allies. We’ll examine this entire issue in greater depth later in this book.


The Sole Superpower 

At the end of the twentieth century, the United States found itself alone at the top of the international power pyramid. As the sole surviving superpower, the United States has said repeatedly that one of its primary national security objectives is to make sure oil keeps flowing to the oil consumers from the oil producers.

It’s instructive to look at American power and how it protects its own oil supplies as well as the supplies of other nations. The Straits of Hormuz form a choke point at the mouth of the Arabian Gulf through which oil from Kuwait, Saudi Arabia, Iraq, Iran, and the United Arab Emirates travels to world markets. When people talk about “dependence on foreign oil,” it’s usually this region that comes to mind.

[image: 013]

Slick Sayings

The free flow of oil became a vital national interest to the United States—witness the stand that the United States took during the Gulf War. The free flow of oil became of vital national interest not just to the United States, but to Europe and Japan as well.

—Former U.S. Secretary of State James Baker, May 4, 1998


The United States tried to defuse the Iraq-Iran war by offering military protection to oil tankers in the 1980s. In 1991, of course, the United States went to war with Iraq to eject Iraqi troops from Kuwait and again in 2003 to overthrow the Iraqi regime. Even though the United States has remained active in protecting this region, it only gets a small percentage of its oil from the Persian Gulf. Just a little more than 13 percent of total oil sent through the Straits of Hormuz ends up in the United States, while Western Europe depends on the Arabian Gulf to supply more than 25 percent of its total oil needs, and Japan uses Persian Gulf oil for more than 75 percent of its total.

Even if oil exports from the entire Arabian Gulf ceased tomorrow, the United States’ economy would continue rolling along, albeit at a slower pace and with more expensive oil. But a similar cut-off could cripple the Western Europeans’ economies, and could come close to destroying Japan’s economy. In an era when you may wear a shirt made in China, pants from Bangladesh, and shoes from Indonesia, use a computer from Japan with American software, and drive a car made in Canada or Mexico, there is no question that any curtailment of oil supplies will impact almost every country in the world. U.S. military and national security strategy concerning oil isn’t so much about protecting American supplies as it is about protecting the supplies of our allies as well as preventing a global economic catastrophe.




Resource Wars 

Resource wars have been with us ever since our early ancestors fought over who would control African hunting grounds. In the twenty-first century, resources ranging from diamonds to high-tech minerals like coltan have financed bloodthirsty rebels from Angola and the Congo to Afghanistan and Colombia.

But oil remains the resource with mass appeal, since it’s used to power most aspects of everyday life in the developed world. As we noted earlier, and as we’ll examine in much more detail later, conflicts over oil dotted the landscape of the twentieth century.

In this century, some oil supplies are relatively immune to disruption, given overall political and social stability in the countries where they’re found. The United States, Norway, the United Kingdom, and Canada are all major oil producers and, outside of terrorist attacks, they don’t face any immediate threats of disruption in supplies.
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Drill Bits

Coltan is an ore found in the Congo. Its scientific name is columbite tantalite. In its refined form, it becomes a heat-resistant powder that holds a high electrical charge, making it perfect for capacitors in laptops, cell phones, and other electronic devices.


 

 

The situation is different in the rest of the oil-producing world. China will probably remain stable, but you never know how internal tensions in a Communist state dabbling with capitalism will play out, especially given the growing pains that go along with being an emerging global power.

Probable stability is also the outlook for Mexico and Venezuela, but both nations have a rich history of social disruption and violence, so, as with China, you never know. But after that, the forecast for possible disruption of oil supplies and possible wars over those supplies, becomes greater.


Outlook for the Persian Gulf 

Reactionary monarchies in the explosive Persian Gulf region face the greatest threat. Saudi Arabia, Kuwait, Oman, Bahrain, Qatar, and the United Arab Emirates all have vast pools of oil wealth. They also all face the wrath of Islamic fundamentalists who want the monarchies toppled, Western influence curtailed, and Islamic governments established. Any or all of them could face coups in the coming years.

The Iranians have been there and done that. But the vast majority of Iran’s population was born after the Ayatollah Khomeini overthrew the Shah in 1979, and secular opposition to the strict Islamic fundamentalist government is growing. Iran, a nation with  60 million people, nuclear capability, and a well-armed military, poses the biggest threat of oil disruption in the Gulf region. This disruption could take the form of anything from uprisings inside the country to military action by Western nations responding to Iran’s continued support of terrorist organizations or development of nuclear capabilities.

Iraq, even after Saddam Hussein, doesn’t exactly look like a model of stability. Neither does Libya, where the eccentric pan-Arabism of Mohmar Khadaffi seems on its last legs.




Future Oil Battles 

While there are still many battles to be fought about known reserves, potential areas for future development may be even more controversial. The great unknowns of future oil supply and resource wars are the emerging oil producers.


Caspian Sea 

Front and center is the Caspian Sea region, where oil and natural gas supplies are just beginning to be exploited. This area has the potential for wars and disruptions that could make the Persian Gulf look tame. Unstable countries rim the Caspian, including Russia, Kazakhstan, Turkmenistan, Uzbekistan, Iran, and Azerbaijan. Proposed pipelines to carry the oil run through hotspots, including Afghanistan, Pakistan, Turkey, Georgia, China, Russia, Ukraine, Romania, Bulgaria, Greece, and Kyrgyzstan.

The potential oil reserves below both the Caspian’s caviar- and sturgeon-rich waters and the rugged mountain landscapes nearby make the prize worth the expense and the danger. With the exception of Greece, instability stalks all of the countries associated with Caspian oil, whether it’s Islamic fundamentalism or breakaway ethnic nationalism.

Every proposed pipeline route out of the Caspian is a potential target for destruction and a potential cause of economic disruption and environmental disaster. Meanwhile, the region is isolated and unforgiving, so the cost of hauling in everything from drill bits to workers will be high. The expense associated with actually drilling in the region is also enormous, whether it’s dealing with unforgiving rugged rock formations or bribe-demanding local officials and warlords.


South China Sea 

The South China Sea is another potential site of twenty-first-century resource wars. Fabled in song and story for centuries, the South China Sea has seen Malay pirates, English frigates, Arab corsairs, Spanish galleons, Dutch sloops, Chinese junk fleets,  and American carriers come and go. The Sea is hemmed in on all sides—on the north by China and Taiwan, on the south by Malaysia and Indonesia, on the east by the Philippines, and on the west by Vietnam.

Scattered throughout the South China Sea, spread out like random grains of rice on a tablecloth, is a series of coral outcroppings, islets, rocks, and shoals collectively called the Spratly Islands. The area under the Spratlys contains potentially enormous reserves of oil and natural gas. Parts of the islands are claimed by at least eight nations simultaneously.

This region could explode more easily than the Caspian region simply because no tentative agreements for any kind of organized exploration have been reached. While tentative pipelines have been mapped in the Caspian, rival navies and nations trade both verbal and artillery shots over the Spratly outcroppings. By the end of the twentieth century, China had established a rudimentary drilling platform on one island claimed by it, Vietnam, and the Philippines, and even drove off a Filipino gunboat with artillery.

[image: 015]

Petro-Facts

The amount of oil underneath the South China Sea is the subject of some dispute. A 1995 Russian study estimated it contained reserves of 6 billion barrels, most of it natural gas. But the Chinese government has called the South China Sea “a second Persian Gulf” and has estimated its reserves at 150 billion barrels.


 

 

 

Unlike any other potential oil-producing region on Earth, the South China Sea fields are buried beneath one of the world’s busiest shipping lanes in an area where rival nations with developed military capacities are glaring at each other. Several computer scenarios run by research institutes like the Rand Corporation have ended with World War III breaking out over the Spratlys.


Artic National Wildlife Refuge 

But even in areas of relative peace and prosperity, like the United States, future oil exploration threatens to create major political problems. The prime example is a proposal to explore for oil in the Arctic National Wildlife Refuge, known as ANWR (pronounced “an-war”).

The ANWR covers about 19 million acres along Alaska’s north coast and is home to large populations of caribou and other wildlife. Environmentalists strongly object to any proposals for oil exploration in the region, citing concerns that the drilling operations and pipelines could permanently destroy areas where caribou come to mate and have calves, thus perhaps disrupting or even killing off the caribou species found in the ANWR.

They also note that pro-development arguments about “ending dependence on foreign oil” are false, since a good percentage of oil found in Alaska is not sent to the rest of the United States, but is immediately exported to Asia.

But pro-development forces say that anywhere from 5.5 billion to 16 billion barrels of crude oil and natural gas may be buried underneath the ANWR tundra and that new methods of drilling will ensure that only a tiny part of the entire ANWR would be disrupted. The battle between the two forces shapes up as one of the hottest political arguments over energy exploration in the developed world.




Black Gold, Blue Planet 

Crude oil that spews out of the ground is just that—crude. It’s loaded with chemicals and trace elements that make it unfit for most uses until it’s refined into various products such as gasoline, heating oil, aviation fuel, lubricants, and so forth. So the trick is getting oil from point A (the oil well) to point B (the refinery) without spilling.

Like flying into space, it’s more easily said than done. The task involves technological choreography that must coordinate oil fields, pipelines, and oil tankers, while dealing with bad weather, human error, technology failure, and conflict.

In fact, the two largest oil spills in history didn’t result from tanker accidents or pipeline failure, but from war. According to Research Systems, Inc., a company that manufactures high-tech equipment to spot and track oil spills, the four largest spills in recorded history are as follows:• An astounding 240 million gallons spilled during the 1991 Persian Gulf War, when Iraqi dictator Saddam Hussein ordered his retreating troops to torch Kuwaiti oil wells’ open vent valves, allowing oil to rush into the Arabian Gulf.
• Nearly 150 million gallons spilled into the Persian Gulf in 1983 during the war between Iran and Iraq. This total includes oil leaking from bombed offshore oil platforms and from oil tankers that were attacked by both sides.[image: 016]

Petro-Facts

The 1989 Exxon Valdez disaster, when the tanker ran aground off Alaska and spilled 11 million gallons, is the worst oil spill in U.S. history, but only the thirty-fifth-worst spill worldwide.



• Some 140 million gallons vented into the Gulf of Mexico in late 1979 and early 1980 due to a blowout in the Mexican-operated Ixtoc I offshore oil platform.
• Approximately 110 million gallons spilled into the Caribbean Sea in 1979 when the oil tankers  Atlantic Empress and Aegean Captain collided off the coast of the island of Tobago.



Environmentalists have long demanded that oil be shipped in double-hulled tankers to prevent, or at least lessen, shipping disasters like the collision between the Atlantic Empress and Aegean Captain in 1979. In 1990, a federal law required all oil tankers operating in U.S. waters to be double-hulled by 2015.

North America and Western Europe have responded aggressively with laws and technologies to fight oil spills. But the problem of this century will be the growing oil needs of emerging powers like India and China, where not much attention has been paid to environmental concerns. In addition, there’s the problem of oil exploration in regions like West Africa and the Caspian and South China Seas, where environmental controls may take a back seat to pumping out as much oil as quickly as possible.

Later in this book, we’ll take a much closer look at the balance between oil drilling and shipment and a clean environment. But what it adds up to is that oil is the most important commodity in the world and will remain just that through our grandchildren’s lifetimes.

[image: 017]

Drill Bits

Double-hulled tankers have a second hull built inside the outer hull, so that a collision or running aground will, in theory at least, not rupture both hulls. In addition, many double-hulled vessels have two engine rooms, two rudders, and twin propellers, all to make sure the vessel can maneuver should one system become crippled.


 

 

 

The Least You Need to Know • The thirst for oil to run the world’s economies is a fairly recent development.
• Tensions between oil producers and oil consumers, especially between emerging powers and emerging oil regions, threaten to create instability for the foreseeable future.
• New resource wars are likely to erupt as oil is discovered and exploited in politically unstable regions.
• Environmental dangers from exploration and shipping for oil could increase in the coming years.
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